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3

MENU

AKER SOLUTIONS ANNUAL REPORT 2019 KEY FIGURES

Key ﬁgures
2019

2018

2017

ORDERS AND RESULTS
Order backlog December 31

NOK million

25,403

35,148

34,581

Order intake

NOK million

19,620

25,421

23,553

Revenue

NOK million

29,263

25,232

22,461

EBITDA

NOK million

2,244

1,810

1,519

EBITDA margin

Percent

7.7

7.2

6.8

EBITDA margin excl. special items

Percent

7.9

7.2

7.4

NOK million

705

1,049

571

EBIT
EBIT margin

Percent

2.4

4.2

2.5

EBIT margin excl. special items

Percent

3.7

4.3

3.9

NOK million

83

554

239

/FUQSPåU

$BTIæPXGSPNPQFSBUJPOBMBDUJWJUJFT

NOK million

319

921

Revenue

2,244

7.7

EBITDA

EBITDA margin

7.9

705

EBITDA margin excl. special items

EBIT

2.4

3.7

EBIT margin

EBIT margin excl. special items

NOK million

NOK million

1,599

440

970

Percent

27.2

36.3

35.7

NOK million

6,298

7,473

5,728

Share price December 31

NOK

24.72

39.66

46.19

Basic earnings per share

NOK

0.15

1.88

0.81

Own employees

15,956

14,705

13,796

Per million worked hours

0.3

0.6

0.5

Per million worked hours

1.3

2.0

1.4

Percent of total working hours

2.5

2.6

2.8

Equity ratio
Liquidity reserve
SHARE

EMPLOYEES
Total employees December 31
HSSE
Lost time injury frequency
Total recordable injury frequency

NOK million

Percent

587

BALANCE SHEET
Net interest-bearing debt

29,263

Order intake

NOK million

CASHFLOW

Sick-leave rate

19,620

'JOBODJBMæHVSFTGPSJODMVEFFGGFDUTPG*'34 XIFSFBTQSFWJPVTZFBSTIBWFOPU
CFFOSFTUBUFE

Percent

Percent

NOK million

Percent
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Key ﬁgures
Revenue

EBIT and margin

Order intake and backlog

"NPVOUTJO/0,CJMMJPO
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Projects
Revenue

EBIT and margin

Order intake and backlog

"NPVOUTJO/0,CJMMJPO

"NPVOUTJO/0,CJMMJPOBOEQFSDFOU
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Services
Revenue
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Norway
Canada
United Kingdom
South Korea
Italy
Cyprus

United States

China

Qatar
Saudi Arabia
UAE
India
Ghana

Republic of Congo
Brazil

Brunei

Nigeria
Malaysia

Angola
Australia

Where we are

Operations in about 20 countries.
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Highlights
HSSE

Strategy

6ɈZOVYL-SVH[PUN>PUK

Aker Solutions has a zero HSSE mindset and
is committed to no harm to people, assets
or the environment. In 2019, the company
implemented the International Association
of Oil and Gas Producers (IOGP) Life-Saving
Rules globally. This is one of the biggest
HSSE initiatives rolled out in the organization
during recent years. The aim is to take the
organization back to the basic principles and
prevent incidents from happening.

A key priority at Aker Solutions is to
pursue energy solutions that minimize the
environmental footprint and promote a shift
to a sustainable energy future. In 2019, the
company updated its enterprise strategy,
summarized as 20/25/30. The strategy states
Aker Solutions’ new direction of generating 20
percent of its revenues from renewables and
25 percent of its revenues from a portfolio of
distinct low-carbon solutions by 2030.

5IFNBSLFUGPSPGGTIPSFæPBUJOHXJOEJT
forecast to grow exponentially in the coming
decade. Aker Solutions is actively taking
a position in this segment to meet the 20
percent goal described in the updated
strategy. In 2019, the company increased its
stake in Principle Power Inc. to 25 percent
and launched a consortium to develop a
500MW wind park in South Korea.

Carbon Capture, Utilization
and Storage (CCUS)

Subsea Gas Compression

Digitalization

;LJOUVSVN`

1VOHU:]LYKY\W

Subsea gas compression is another lowcarbon offering. In 2019, Aker Solutions
was awarded a master contract from
Chevron and partners Shell and Exxon
UPEFWFMPQUIF+BOT[*PåFMEPGGTIPSF
Australia. The Jansz-lo project also
includes an unmanned platform, which
is also part of the low-carbon portfolio
offered by Aker Solutions.

5PTUSFOHUIFOJUTEJHJUBMMJGFPGåFME
offerings, Aker Solutions rebranded its
software house as ix3. The ix3 software
QPSUGPMJPBDDFMFSBUFTåFMEEFWFMPQNFOU
projects and uses automated engineering
and machine learning to optimize
asset integrity, safety and performance
throughout the life of an energy asset.

The focus on digital activities continues
with the opening of data analytics labs at
our Technology Centers in Reading, UK
and in Tranby, Norway. These labs combine
live data from various subsea systems with
analytics and visualization tools to provide
new insight into the operations phase of a
åFMEMJGFDZDMF

Aker Solutions celebrated together with
Equinor on October 5, when the giant Johan
4WFSESVQåFMETUBSUFEQSPEVDUJPOJOUIF/PSUI
Sea. This project was two months ahead
of the original schedule and some NOK 40
billion below the original budget. The Johan
4WFSESVQåFMEJTQPXFSFEGSPNTIPSFBOE
has some of the lowest emissions in the
industry, at 0.67 kg per barrel, compared with
the industry’s global average of about 18 kg.

-YVU[,UK

Subsea

Petrobras

Social Responsibility

2019 was another year of record activity for
the company’s Front-End teams, as they
secured 151 studies and projects. Several
projects are for low-carbon developments,
JODMVEJOH$$64 FMFDUSJåDBUJPOBOE
unmanned platforms.

Aker Solutions launched its Intelligent
4VCTFBPGGFSJOHEFTJHOFEUPBDDFMFSBUFåFME
development and maximize system and
product performance. With Aker Solutions’
intelligent subsea approach, the time it takes
UPHFOFSBUFPQUJNBMTVCTFBåFMEMBZPVUTDBO
CFDVUCZQFSDFOUBOEUIFDPTUPGåFME
development capex can be halved.

Aker Solutions and Petrobras celebrated
the delivery of the hundredth subsea
USFFGPSUIFQSFTBMUåFMET BOJNQPSUBOU
milestone for Aker Solutions that highlights
the company’s presence in Brazil and the
company’s commitment to developing the
Brazilian energy market.

-BTUZFBSXBTUIFåSTUGVMMZFBSPGPQFSBUJPO
of the VI Foundation (Stiftelsen VI), a
foundation to address the societal problems
related to living with disabilities. The
foundation will be a resource center and
information hub for people with disabilities.
We will work with our ambassadors to
ensure that people with disabilities get
better living conditions, better health
treatment and closer integration in society.

CCUS is a low-carbon solution offered at
Aker Solutions. The company secured a contract to
supply its modularized Just Catch plant to Twence,
a waste-to-energy plant in the Netherlands, which
will capture CO2 to be utilized as fertilizer for nearby
greenhouses. Together with HeidelbergCement,
"LFS4PMVUJPOTBMTPQMBOTUPCVJMEUIFåSTUGVMMTDBMF
carbon capture plant in the cement industry.
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Looking back at 2019 I would say the year was
characterized by high activity in our existing portfolio
and good progress on our strategic goals. The oil
and gas market remained active and our revenues
rose 15 percent compared to the previous year
or 30 percent over the last two years. But the
market was also volatile, and the sanctioning of
ZVTLRL`WYVQLJ[Z^HZKLSH`LK^OPJOHɈLJ[LK
our overall order intake and results for the year.
Market volatility increased sharply in the
beginning of 2020 and has been further
exacerbated by the COVID-19 (Corona) virus
outbreak. Increased production volumes from
several major oil producing countries has caused
HZPNUPÄJHU[KLJSPULPUNSVIHSVPSHUKNHZWYPJLZ
and in mid-March 2020 the Brent oil price fell
ILSV^<:+IISMVY[OLÄYZ[[PTLZPUJL
The sharp decline in oil prices has increased
uncertainty in an already tough market. The
spread of the COVID-19 virus is causing global
disruption with negative consequences both for
human health and economic activity.
The scale of the economic impact on the major
^VYSKLJVUVTPLZPZ\UWYLJLKLU[LK(ZPNUPÄJHU[
HTV\U[VM[OLL_WLJ[LKVɈZOVYLWYVQLJ[
sanctioning in 2020-21 may therefore be at risk.
Aker Solutions has implemented measures in all
locations to minimize the spread of the virus and
minimize the risk of disruptions to its operations.
It is too early to say how these events will
PTWHJ[JSPLU[KLSP]LYPLZVWLYH[PVUZHUKÄUHUJPHS
performance in the long-term. The challenging
JVTTVKP[`WYPJLLU]PYVUTLU[HUK[OLLɈLJ[ZVM
COVID-19 virus are likely to impact the global oil
and gas industry in 2020, and Aker Solutions will
continue to be vigilant and evaluate the need for
further measures going forward.

The health and safety of our people remains
a top priority for me. In March 2019, we
implemented the International Association of
Oil and Gas Producers’ Life-Saving Rules. The
implementation of the Life-Saving Rules was
the biggest HSSE initiative to be rolled out in
our organization in recent years; nine important
rules that aligned our organization around basic
safety principles. I am happy to see that our
safety record improved over the year. Our global
TRIF decreased from 2.0 in 2018 to 1.3 at the
end of 2019, and the number of days without
an incident increased by 9 days to 297 days
compared to the previous year. The launch of
[OL3PML:H]PUN9\SLZKLÄUP[LS`WSH`LKHWHY[
and helped engage people to focus on the
simple rules that save lives. We look forward
to continuing our journey towards an incidentfree working environment, although our current
focus is on securing people and operations
during the COVID-19 pandemic.
Overall, our execution was strong and we
reached some major achievements during the
year. Together with Petrobras we celebrated
the delivery of the hundredth subsea tree for
[OL)YHaPSPHUWYLZHS[ÄLSKZPUKPJH[PUNV\YJSLHY
leadership position in that important market. A
number of umbilicals were delivered including
280 km to phase 2 of the Zohr project to
Petrobel, and 150 km of umbilicals for Noble
Energy’s Leviathan project. Through our
HSSPHUJLZ^P[O(RLY)7^LZLJ\YLKÄYZ[VPSMVY
Valhall Flanke West, ahead of schedule and
under budget, and we successfully installed
subsea equipment for phase 1 of the Ærfugl
project. The execution on phase 1 of Ærfugl
secured the acceleration of phase 2 of this
project by three years.
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For Equinor, we delivered products and services
[V[OLPY;YVSS<[NHYKHUK5QVYKÄLSKZ6J[VILY
5 was a special day for us – it marked the day
[OH[[OL1VOHU:]LYKY\WÄLSKZ[HY[LKWYVK\J[PVU
– two months ahead of schedule and NOK 40
billion under the original budget. The Johan
:]LYKY\WÄLSKPZWV^LYLKMYVTZOVYLHUKOHZ
some of the lowest emissions in the industry, at
RNWLYIHYYLSJVTWHYLK^P[O[OLPUK\Z[Y`»Z
global average of about 18 kg. We had 1,500
people working on Sverdrup phase 1, following
the project from concept development, through
FEED, fabrication, construction, engineering,
PUZ[HSSH[PVUHUKÄUHSS`OVVR\W
Energy demand continues to rise and the
challenge for our industry is to provide solutions
^P[OHZPNUPÄJHU[S`SV^LYJHYIVUMVV[WYPU[;OL
industry must change, and Aker Solutions
needs to be at the forefront of innovation also
PU[LYTZVMJHYIVULɉJPLUJ`;V[HRLHUV[OLY
step in this direction we updated our enterprise
strategy. We set some clear long-term targets
for our company, which we call 20/25/30: we
aim to generate 20 percent of our revenue from
renewables and 25 percent of our revenue from
low carbon solutions by the year 2030.
Oil and gas will remain the basis of our
business for the next decade, but the transition
to renewable energy will be where we can
use our existing expertise in areas such as
ÅVH[PUNZ[Y\J[\YLZK`UHTPJJHISLZHUKZ\IZLH
infrastructure to our competitive advantage. This
is why we continue to invest in and strengthen
V\YWVZP[PVUPU[OLVɈZOVYLÅVH[PUN^PUKTHYRL[
We have worked on Carbon Capture, Utilization
and Storage solutions for many years, and in
 ^LZLJ\YLKV\YÄYZ[JVTTLYJPHSJVU[YHJ[

with Twence, a Dutch waste-to-energy company.
This is one of our distinct low-carbon solutions,
which has great potential.
2019 was also a year where we continued to help
our customers decrease the carbon footprint
MYVTUL^HUKL_PZ[PUNÄLSKZ[OYV\NOWYVQLJ[Z
and studies. This includes tie-ins to established
PUMYHZ[Y\J[\YL"LSLJ[YPÄJH[PVUVUZP[L¶YLWSHJPUN
gas turbines with power from shore. We have
also experienced an increase in utilization and
interest of unmanned platforms and subsea gas
compression, with the prestigious FEED award for
the Janz-lo project in Australia for Chevron with
Shell and Exxon as partners as a great example.
Last year, our order backlog declined as we
faced delays in the sanctioning of some key
projects. The start of 2020 has been disruptive
and although winning more work remains a top
priority, it may prove challenging in the current
I\ZPULZZLU]PYVUTLU[HUKP[^PSSOH]LHULɈLJ[
on activity level in 2020.
We continue to be vigilant about our cost
base, taking necessary measures to address
V]LYJHWHJP[`IV[OPU[LYTZVMZ[HɈYLK\J[PVU
PUJYLHZPUNWYVJLZZLɉJPLUJ`HUKYLTV]PUN
other cost to improve our competitive position.
I am thankful for the dedication shown by
Aker Solutions employees as we continue to
work hard to deliver on our strategic goals,
improve competitiveness and transition into a
new energy future.
fut

Luis Araujo
$IJFG&YFDVUJWF0GæDFS
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Board of
Directors’ Report
;OLJVTWHU`»ZYL]LU\LZYVZLSHZ[`LHYI`HIV\[WLYJLU[VU[OL
IHJRVMOPNOHJ[P]P[`SL]LSZPUP[ZWYVQLJ[ZHUKZLY]PJLZZLNTLU[Z
PU ([[OLZHTL[PTLVWLYH[PUNTHYNPUZHUKVYKLYPU[HRLMLSS
PUWHY[K\L[VKLSH`Z[VWYVQLJ[ZHUJ[PVUPUNHUK[OLL_LJ\[PVUVM
HIHJRSVN^VUPUH]LY`JVTWL[P[P]LTHYRL[;OLTHYRL[]VSH[PSP[`
PUJYLHZLKZOHYWS`PU[OLILNPUUPUNVM^P[O[OLZWYLHKVM[OL
*6=0+ JVYVUH]PY\ZWHUKLTPJJH\ZPUNNSVIHSKPZY\W[PVU
PUJYLHZLKYPZRZHUKYLK\JLKHJ[P]P[`SL]LSZHUK^P[OHZPNUPÄJHU[
KYVWPUIV[OVPSHUKZOHYLWYPJLZ
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Overview
Building on nearly two centuries of
technological and engineering excellence,
"LFS4PMVUJPOTJTDPNNJUUFEUPåOEJOHTPMVUJPOT
to bring energy resources safely and costeffectively into production, maximizing recovery,
and minimizing the environmental footprint.
The company provides products, systems and
services ranging from concept studies and
front-end engineering to subsea production
systems and services for enhancing and
FYUFOEJOHUIFMJGFPGBåFME5IFNBJODVTUPNFST
are international, national and independent oil
and gas and energy companies.
Aker Solutions had 15,956 own employees
and was present in 25 countries at the end of
5IFNBJOPGåDFJTBU'PSOFCV /PSXBZ
Aker Solutions ASA is listed on the Oslo
Stock Exchange.

Strategy and Organizational
Development
Aker Solutions remains focused on driving a
sustainable energy future for our industry and
the world it serves. The company aims to play
an active role in shaping the energy transition.
Last year, the company introduced its long-term
ambition to become the recognized leader in
low-carbon offerings and sustainable solutions
for the energy industry. The strategy, named
20/25/30, summarizes the ambition to generate
20 percent of revenue from renewables, and
25 percent of revenue from distinct low-carbon
solutions by 2030.
The company is investing in renewable energy
UISPVHIPGGTIPSFæPBUJOHXJOE"LFS4PMVUJPOT

VUJMJ[FTJUTLOPXMFEHFPGPGGTIPSFæPBUJOH
platforms and associated technologies,
combined with experience from offshore project
execution to generate value in this fast-growing
market. In 2019, the company increased its
stake to 25 percent in Principle Power Inc., a USbased offshore wind technology company with a
proven technology concept – the WindFloat – for
BæPBUJOHXJOEUVSCJOFGPVOEBUJPO

20%

Aker Solutions’ low-carbon portfolio includes
åFMEFMFDUSJåDBUJPOTPMVUJPOT BMMFMFDUSJD
subsea systems, unmanned facilities, subsea
compression, and carbon capture, utilization
and storage (CCUS) technologies. Last year, the
company made progress in all these segments,
securing contracts that could generate a
substantial part of the company’s future revenue
stream. In April, the company announced the
åSTUDPNNFSDJBMQSPKFDUGPSJUTNPEVMBS+VTU
Catch carbon capture unit. Aker Solutions will
deliver it to the Twence waste-to-energy plant in
the Netherlands, where the captured CO2 will be
transported to nearby greenhouses and utilized
as a fertilizer.

25%

In 2019, Aker Solutions announced a FEED
QSPKFDUGPSUIF$IFWSPOPQFSBUFE+BOT[*PåFME
offshore Australia. The contract includes a master
agreement for the development of the whole
project, which positions Aker Solutions to secure
further work. During 2019, Aker Solutions also
won awards for projects to electrify platforms,
such as Equinor’s Troll B and C platforms in the
North Sea, and develop unmanned facilities,
including a project for BP in Trinidad and Tobago.
The 20/25/30 strategy states an ambition to
enter and develop new markets. The remaining

Revenue from
renewables by 2030

Revenue from
low carbon
solutions by 2030
55 percent of revenue will be delivered from
the company’s core oil and gas offerings. Aker
Solutions’ strategy is aimed at strengthening
its competitiveness. Aker Solutions is building
on its system integrator capabilities and project
management skills to excel as an independent,
EJHJUBM MJGFPGåFMEJOUFHSBUPS"DPOUJOVFEGPDVT
POUFDIOPMPHZ åFMETPMVUJPOT EJHJUBMJ[BUJPO 
reducing size, weight, and energy consumption,
combined with decarbonization through CO2
for enhanced oil recovery, will support oil and
gas to remain a viable energy source during the
energy transition.
Aker Solutions’ strategy is operationalized
UISPVHIåWFTUSBUFHJDUIFNFT8JOOJOH
Customer Experience, Strategic Partnerships,
Impactful Innovation, World Class Services and
Operational Excellence.
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Customers - Aker Solutions is pursuing
international growth in targeted markets, while
safeguarding its existing market positions.
The company aims to increase the share of
revenue from a group of targeted customers,
and last year recorded strategically important
wins from new clients such as BP, Chevron
and Saudi Aramco. The company also entered
new regions, with contracts for projects in
countries such as China, United Arab Emirates,
and Trinidad and Tobago. The company also
won repeat orders from existing clients such as
Equinor, Petrobras, Shell and Aker BP. For the
company as a whole, order intake fell last year
and the order backlog decreased. Winning more
XPSL BUQSPåUBCMFMFWFMT SFNBJOTBUPQQSJPSJUZ
Partnerships – Collaboration with partners such
as ABB, Saipem and MAN Energy Systems
on subsea compression, integrated subsea
TFSWJDFTBOEFMFDUSJåDBUJPOQSPHSFTTFEJO
New partnerships included FastSubsea, a
joint venture to commercialize next generation
subsea pumping and processing as well as a
strategic shareholder position in Airborne, to
EFWFMPQMJHIUFSBOENPSFFGåDJFOUDPNQPTJUF
materials. The subsea alliance with Aker BP
and Subsea 7 and the wellhead alliance with
ABB, Aker BP and Kvaerner both proved to be
value enhancing on projects such as Ærfugl
and Valhall. Aker Solutions also invested in
EFWFMPQJOHPGGTIPSFæPBUJOHXJOEQBSLTBTB
consortium development partner in the US and
South Korea, as well as increasing its ownership
in Principle Power Inc. to 25 percent.
Innovation – Aker Solutions launched ix3
(Integrated, Innovative Insight), which combines
Aker Solutions’ own developed software

solutions with the company’s domain expertise.
When these capabilities come together, ix3 can
PGGFSEJHJUBMTPMVUJPOTUIBUJODSFBTFFGåDJFODZ 
quality and safety while reducing the total
cost of ownership. In 2019, Aker Solutions
also launched Intelligent Subsea to market
JUTEJHJUBMMZFOBCMFE JOUFHSBUFEåFMEEFTJHO 
standardized products and services that can
improve uptime, lower maintenance costs and
boost production for operators. Digitalization
PGGFSTFGåDJFODJFTJOJOUFSOBMQSPDFTTFTBTXFMM
as opportunities for creating more value through
advanced services for customers.
Services - In 2019, Aker Solutions continued
its international growth in both Production
Asset Services and Subsea Lifecycle Services,
securing new and extending existing contracts.
The company retained a strong position in its
home market, securing service and maintenance
contracts for Equinor and Vår Energi in Norway,
while gaining ground in countries such as Angola
and Saudi Arabia. In Brazil, wholly-owned
subsidiary C.S.E. now services about 45 percent
of Brazil’s offshore assets.
Operations - Key deliveries in 2019 included
pre-salt subsea tree number 100 to Petrobras,
subsea and topside deliveries to Aker BP,
Equinor and Vår Energi. Aker Solutions secured
åOBMEFMJWFSJFTUP+PIBO4WFSESVQIFMQJOHUIF
customer start production, ahead of schedule,
below budget and with the lowest CO2 footprint
in the industry. The company has been involved
from the very beginning of this landmark
development and played a pivotal role in its
success. The projects that performed below
expectations were given extra attention and
improvement measures were introduced.

(RLY:VS\[PVUZ»Z[YH[LN`
is operationalized
[OYV\NOMP]LZ[YH[LNPJ
[OLTLZ!>PUUPUN
Customer Experience,
:[YH[LNPJ7HY[ULYZOPWZ
Impactful Innovation,
>VYSK*SHZZ:LY]PJLZ
and Operational
Excellence.
The company continued to pursue further cost
SFEVDUJPOTUISPVHIUIFFGåDJFODZJNQSPWFNFOU
program known as #thejourney. Smaller capacity
reductions were made in the UK and Norway.
'VSUIFSDPTUSFEVDUJPOVOEFSUIFFGåDJFODZ
improvement program will be central to improving
the company’s competitive position and results
from operations. Three key focus areas will
be to further reduce cost through increased
VTFPGFOHJOFFSJOHGSPNUIF.VNCBJPGåDF 
reduce equipment and product cost through
standardization and digitalization in addition to
removing cost via our supply chain activities.
The company will continue to evaluate the need
for further and more wide-ranging measures to
SFEVDFDPTUBOEJNQSPWFFGåDJFODZ
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Organization
In April, Egil Bøyum was appointed Executive
7JDF1SFTJEFOUPG(SFFOåFME1SPKFDUTBU"LFS
Solutions. Egil Bøyum replaced Knut Sandvik,
who left the company for another role in the
Aker group. Maria Peralta was appointed
Executive Vice President of Products, replacing
Egil Bøyum. In June, Aker Solutions appointed
0MF.BSUJO(SJNTSVEBT$IJFG'JOBODJBM0GåDFS
(CFO) of Aker Solutions. Grimsrud replaced
Svein Oskar Stoknes, who joined Aker ASA
as CFO.

>OLYL>L6WLYH[L
Aker Solutions is pursuing international growth
in targeted markets, while safeguarding its
existing market positions. The company is
represented in major offshore oil and gas basins
around the world, from the Gulf of Mexico and
Brazil to the North Sea, Africa, Middle East
and Southeast Asia. The company progressed
with its ambition to grow internationally, with
new awards in Australia, United Arab Emirates,
Saudi Arabia, and Trinidad and Tobago in 2019.

Market Outlook
"LFS4PMVUJPOTnåOBODJBMQFSGPSNBODFTUJMM
depends primarily on activity in global oil and gas
markets, while the business looks to diversify
into a wider range of energy segments. Market
WPMBUJMJUZJODSFBTFETIBSQMZEVSJOHUIFåSTURVBSUFS
of 2020, with the sharp decline in commodity
prices being exacerbated by the COVID-19
pandemic. This has caused an unprecedented
HMPCBMEJTSVQUJPO XJUITJHOJåDBOUOFHBUJWF
impacts both on the global economic activity
level and on business enterprises, including Aker
Solutions. As a result of this, project sanctioning
in 2020 and 2021 will to a large extent be

QPTUQPOFEPSDBODFMMFEVOMFTTTJHOJåDBOUåTDBM
stimulations are imposed by governments. The
challenging commodity price environment and
the effects of the COVID-19 pandemic create
unprecedented uncertainty and will have an
BEWFSTFJNQBDUPOCPUIBDUJWJUZBOEåOBODJBM
performance of Aker Solutions. Due to the high
MFWFMPGVODFSUBJOUJFT JUJTTUJMMEJGåDVMUUPRVBOUJGZ
more exactly the adverse effects and it is also too
early to conclude on timing and path of recovery.
In 2019, the market remained active, but
volatile, driven by tensions in the Middle
East, the US-China trade dispute and OPEC
attempted to balance the markets by increasing
TVQQMZDVUT0JMQSJDFæVDUVBUFECFUXFFO
USD per barrel during the year.
The company won 151 front-end orders in
2019, making it another record year, with solid
international traction. This is historically a leading
indicator for upcoming project activity. 29 studies
turned into more detailed FEED projects last
year, compared with 19 in 2018. Some of these
FEEDs include options for EPC contracts, which
puts the company in a good position for further
work in the next phases of development.
The demand for offshore oil and gas services
CFOFåUUFEGSPNJODSFBTFEJOWFTUNFOUJO
CSPXOåFMEQSPKFDUTJO BTDMJFOUTJOWFTUFEUP
increase production and extend the life of existing
assets, in addition to adding subsea tie-backs.
All of which plays to Aker Solutions’ strengths,
given its installed base of subsea equipment
and offshore infrastructure which it has designed
BOEEFMJWFSFE5IFCSPXOåFMEBDUJWJUZIBT 
however, been impacted adversely in 2020 by
demobilization due to various initiatives launched

to protect people and businesses against the
COVID-19 pandemic. In addition, the subsea
TFHNFOUJTVOEFSQBSUJDVMBSQSFTTVSFEVFUPåFSDF
competition triggered by overcapacity among
suppliers, and operators are increasingly placing
emphasis on pricing and risk sharing.
4FWFSBMMBSHFHSFFOåFMEQSPKFDUTGBDFE
sanctioning delays in 2019. Deepwater
development costs have halved since 2014.
Operators have a pipeline of resilient projects, but
further delays due to increased market volatility,
and the recent collapse of the oil price is likely to
happen. CAPEX-cut announcements from large
oil companies have already emerged and further
reduction in activity is likely to happen.
Long-term, the industry needs to lower its
carbon footprint. Decarbonizing oil and gas, and
growth in carbon capture and renewable energy
TVDIBTPGGTIPSFæPBUJOHXJOE SFQSFTFOUT
TJHOJåDBOUHSPXUIPQQPSUVOJUJFTGPS"LFS
Solutions. Low-carbon solutions include allelectric systems, unmanned operations, subsea
compression, and carbon capture and storage
where Aker Solutions is very well positioned.

Sustainability
The company’s commitment to human
and labor rights is covered by the Global
Framework Agreement between Aker ASA
and the Norwegian and international trade
unions Fellesforbundet, IndustriALL Global
Union, NITO and Tekna. Aker Solutions reports
and communicates on sustainability based
on recommendations from the Oslo Stock
Exchange. This includes reporting according
to the Global Reporting Initiative (GRI), Carbon
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Disclosure Project (CDP) and Task Force on
Climate related Financial Disclosures (TCFD)
reporting. Aker Solutions’ strategy supports
the UN Sustainable Development Goals. More
information is available in the company’s
sustainability report for 2019 on
www.akersolutions.com/sustainability-reports.

Corporate Governance
Good corporate governance at Aker Solutions
will ensure sustainable operations and value
DSFBUJPOPWFSUJNFUPUIFCFOFåUPGTIBSFIPMEFST
and other stakeholders. Corporate governance
is a framework of processes, mechanisms and
responsibilities for managing the business and
making sure the right objectives and strategies
are set and implemented with results that can
be measured and followed up. The management
and the Board of Directors are responsible
for ensuring the company conducts business
using sound corporate governance, and sets
the standards for corporate governance,
FOTVSJOHUIFTFSFæFDUUIF/PSXFHJBO$PEFPG
Practice for Corporate Governance. The audit
committee supports the Board of Directors in
the quality assurance of guidelines, policies, and
other governing instruments pertaining to the
company. The committee supports the Board of
Directors in safeguarding that the company has
sound risk management and internal controls
PWFSåOBODJBMSFQPSUJOH5IFBVEJUDPNNJUUFF
also monitors compliance with the company’s
Code of Conduct as well as anti-corruption and
third party representative policies.
More information is available in the
corporate governance report for 2019 on
www.akersolutions.com/corporate-governance.

-PUHUJPHS7LYMVYTHUJL
Aker Solutions presents its consolidated
åOBODJBMTUBUFNFOUTJOBDDPSEBODFXJUIUIF
International Financial Reporting Standards
(IFRS) as adopted by the European Union. The
company implemented IFRS 16 leasing in 2019,
XIJDIIBEBTJHOJåDBOUJNQBDUPOUIFåOBODJBM
statements. Refer to further information in note
GPSUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT"MM
åOBODJBMJOGPSNBUJPO FYDFQUUIPTFJOUIF1BSFOU
Company Financial Statements on page 96,
SFMBUFUPUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT
for the group, since the parent company has
very limited operations.

*VUZVSPKH[LK-PUHUJPHS9LZ\S[Z
Aker Solutions’ revenue increased to NOK 29.3
billion in 2019 from NOK 25.2 billion the prior
year. The increased activity level was mainly
ESJWFOCZ#SPXOåFMENPEJåDBUJPOBOEIPPLVQ
projects in the North Sea and solid international
growth within Services. Earnings before interest
and taxes (EBIT) decreased to NOK 705 million
from NOK 1,049 million a year earlier. Earnings
were impacted by restructuring costs of NOK
70 million and impairments of NOK 304 million,
mainly related to real estate lease assets in
BEEJUJPOUPTPNFåYFEBTTFUT&YDMVEJOH
special items EBIT increased to NOK 1,081
million from NOK 1,074 million a year earlier,
which corresponds to a margin reduction to 3.7
percent compared to 4.3 percent a year earlier.
Interest income was NOK 57 million in 2019
compared with NOK 39 million the previous
year. Interest expenses were NOK 508 million
compared to NOK 268 million the year before.
The increase in both interest income and
interest expenses relates to implementation

of IFRS 16 leasing in 2019. Aker Solutions
IFEHFTDVSSFODZSJTLGPSBMMTJHOJåDBOUQSPKFDU
exposures. More than 80 percent of the value
of the hedging instruments either qualify for
hedge accounting or are hedges of separated
embedded derivatives. Income before tax
decreased to NOK 170 million in 2019 from
NOK 792 million the year before. Net interest
cost was negatively impacted by NOK 106
million of currency losses related to the
TJHOJåDBOUEFWBMVBUJPOPGUIF"OHPMBO,XBO[B
in October 2019. Income tax expenses were
NOK 87 million, down from NOK 238 million
in 2018. This corresponds to an effective tax
rate of 51 percent, compared to 30 percent the
year before.
Net income after tax in 2019 was NOK 83
million compared with NOK 554 million the
previous year. The lower net income in 2019
was driven mainly by special items such
as impairments related to real estate lease
assets, restructuring charges and currency
losses related to the devaluation of the
Angolan Kwanza.
Earnings per share were NOK 0.15 versus
NOK 1.88 in 2018. Excluding special items, the
earnings per share for 2019 were NOK 1.54
versus NOK 2.01 the previous year.
The Board of Directors has proposed that no
dividend payment be made for 2019. While Aker
4PMVUJPOTnåOBODFTXFSFTPMJE XJUIBMJRVJEJUZ
buffer of NOK 6.3 billion at the end of the year,
the board considered it still prudent to exercise
caution and conserve cash amid continued
uncertainty about the market outlook.
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7YVQLJ[Z-PUHUJPHS9LZ\S[Z
5IF1SPKFDUTTFHNFOUQSPWJEFTHSFFOåFME
FOHJOFFSJOHBOEQSPDVSFNFOU CSPXOåFME
NPEJåDBUJPOTBOETVCTFBFRVJQNFOUBOE
systems.
Projects revenue increased to NOK 23.3 billion
in 2019 from NOK 19.9 billion the year before,
NBJOMZSFMBUFEUPUIFåFMEEFTJHOTVCTFHNFOU 
BOEJOQBSUJDVMBS CSPXOåFMENPEJåDBUJPO
and hook-up projects in the North Sea. The
EBIT margin decreased to 3.6 percent from
4.2 percent a year earlier. Excluding special
items, the EBIT margin was 4.1 percent versus
QFSDFOUUIFZFBSFBSMJFS SFæFDUJOHBTPMJE
progress on the new project backlog that
was won in a competitive market, as well
as a continued higher share of lower-margin
CSPXOåFMEBDUJWJUZ

23.3

Services revenue increased to NOK 6.0
billion in 2019 from NOK 5.1 billion the year
before, mainly related to PAS growth in Brazil
and Canada. The EBIT margin decreased to
6.7 percent from 10.0 percent a year earlier.
Excluding special items, the EBIT margin was
8.1 percent compared with 10.4 percent a year
FBSMJFS SFæFDUJOHUIFIJHIFSTIBSFPGMPXFS
margin PAS activity.

7YVQLJ[ZYL]LU\L
NOK billion

6.0

The full-year order intake was NOK 5.4 billion
in 2019, compared to NOK 5.8 billion the prior
year. Tender activity remains very high at an
estimated sales value of NOK 10 billion. The
order backlog was NOK 9.6 billion at the end of
2019 versus NOK 10.3 billion a year earlier.

Services revenue
NOK billion

Projects

The full-year order intake was NOK 14.0 billion
in 2019, down from NOK 19.6 billion the
prior year. Tender activity remains high at an
estimated sales value of NOK 50 billion. The
order backlog was NOK 15.9 billion at the end
of 2019 versus NOK 25.0 billion a year earlier.

Services

2019

2018

Revenue



19,920

EBITDA



Amounts in NOK million unless otherwise noted

EBITDA margin (%)
EBITDA excl. special items

2019

2018





5,096

1,354



678



6.8



13.3



1,371



692

:LY]PJLZ-PUHUJPHS9LZ\S[Z

EBITDA margin excl. special items (%)



6.9



13.6

The Services segment provides Subsea
Lifecycle Services (SLS) and Production Asset
Services (PAS). The SLS part is mainly related
to installation, operations and maintenance
support services related to subsea equipment.
The PAS part is mainly related to outsourced
asset management services, maintenance
of offshore infrastructure and asset integrity
management services.

EBIT



843



511

EBIT margin (%)



4.2



10.0

EBIT excl. special items



874



528

EBIT margin excl. special items (%)



4.4



10.4



-1,141



693

Order intake



19,642



5,756

Order backlog



25,014



10,294



7,188

NCOA (or working capital)

Employees

'JOBODJBMæHVSFTGPSJODMVEFFGGFDUTPG*'34 XIFSFBTQSFWJPVTZFBSTIBWFOPUCFFOSFTUBUFE



5,473
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Assets, Equity and Liability
Non-current assets totaled NOK 14.3 billion
at the end of 2019, compared with NOK 9.6
billion the year before. Goodwill and other
intangible assets amounted to NOK 5.7 billion,
the same as in 2018. The company had net
interest-bearing debt of NOK 1.6 billion in
2019, compared with NOK 440 million the prior
year. The net interest bearing debt consists of
current and non-current borrowings excluding
cash and cash equivalent. The debt includes
bond loans in the Norwegian market, bank
loans with Nordic and international banks and
MPDBMåOBODJOHJO#SB[JM5IFDPNQBOZFOEFE
the year with a total liquidity buffer of NOK 6.3
billion. This included cash and bank deposits
of NOK 1.9 billion as well as committed longterm revolving bank credit facilities of NOK 4.4
billion. Capital adequacy and liquidity were
deemed solid at the end of 2019, putting the
company in a good position to meet challenges
and opportunities over the next few years.
The book value of equity, including noncontrolling interests, was NOK 7.2 billion at the
end of 2019, compared with NOK 7.6 billion
a year earlier. The company’s equity ratio
was 27.2 percent, down from 36.3 percent a
year earlier. The decrease is mainly related to
implementation of IFRS 16 leasing with lease
liabilities of NOK 5.5 billion included in total
equity and liabilities in 2019.

*HZOÅV^
$POTPMJEBUFEDBTIæPXGSPNPQFSBUJOHBDUJWJUJFT
depends on several factors, including progress
on and delivery of projects, changes in working
capital and prepayments from customers. Net
cash from operating activities was NOK 319

14.3
5VUJ\YYLU[HZZL[Z
NOK billion

5.7
.VVK^PSSHUKV[OLY
intangible assets
NOK billion

million in 2019 compared with NOK 921 million
a year earlier. Net current operating assets were
NOK 781 million at the end of 2019 (including
IFRS 16) compared with negative NOK 753
million a year earlier. The change in net current
PQFSBUJOHBTTFUTSFæFDUFETPNFXIBUXFBLFS
payment terms on the new project backlog
and the implementation of IFRS 16. Net current
PQFSBUJOHBTTFUTNBZæVDUVBUFEVFUPUIFUJNJOH
of large milestone payments on projects.
"LFS4PMVUJPOTnOFUDBTIPVUæPXGPSJOWFTUJOH
activities was NOK 916 million in 2019,
compared with NOK 297 million a year earlier.
Investments in technology development and IT
were NOK 228 million, compared with NOK 174
NJMMJPOBZFBSFBSMJFS/FUDBTIPVUæPXSFMBUFEUP
åOBODJOHBDUJWJUJFTXBT/0,NJMMJPO EPXO
from NOK 99 million in 2018.

0U]LZ[PUNPU9LZLHYJO0UUV]H[PVU
HUK;LJOUVSVN`
The company’s principal focus is the
EFWFMPQNFOUPGDPTUFGåDJFOUDPODFQUT 
technologies and products to enhance
QSPEVDUJPOJOEFDMJOJOHBOEDPNQMFYåFMET 
invest in technologies and innovative solutions
to reduce customers’ environmental footprint
from new and producing assets, while
transitioning the technology portfolio to a new
energy and low-carbon future.
The total 2019 R&D expenditure was NOK
309 million, of which NOK 228 million was
capitalized and NOK 81 million was expensed.
More than half of all R&D investments were
allocated to digital initiatives. The research
and development portfolio includes six key
development programs, including several
UFDIOPMPHZRVBMJåDBUJPOQSPKFDUT"UUIFFOE
of the year, Aker Solutions recognized NOK
2 million in impairment losses on capitalized
R&D related to technologies where the market
outlook changed.
Aker Solutions launched ix3 - a software
and digital services company that enables
PQFSBUPSTUPBDDFMFSBUFåFMEEFWFMPQNFOU
projects and optimize asset performance.
Through the proprietary digital twin platform,
Integral, ix3 brings together engineering,
manufacturing and test data with live streamed
data. Integral monitors, assesses, maintains
and optimizes energy assets from concepts to
decommissioning.
The focus on digital activities continued with
the opening of data analytics labs in Aker
Solutions’ Technology Centers in Reading, UK
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and in Tranby, Norway. These labs are being
used to combine live data from various subsea
systems with analytics and visualization to
provide new insight during operations. Analytics
are being developed to detect problems, reduce
diagnostics time and target the correct remedial
action.
As in 2018, much of Aker Solutions’
innovation took place in collaboration with
other companies, such as ABB, MAN Energy
Solutions, and Principle Power Inc. Aker
Solutions acquired shares in Airborne Oil &
Gas to invest in future materials technology, in
particular the Thermoplastic Composite Pipe
(TCP) technology based on multiple polymer
BOEåCFSTZTUFNT'VSUIFSNPSF "LFS4PMVUJPOT 
formed a joint venture with FSubsea, called
'"454VCTFB UPEFWFMPQUIFXPSMEnTåSTU
‘topside-less’ multiphase boosting system.
Aker Solutions has continued investing in
early phases of technology development. This
work has been strengthened in 2019 with the
launch of the 20/25/30 strategy. Aker Solutions
JTEFWFMPQJOHUFDIOPMPHZUPTVQQPSUæPBUJOH
PGGTIPSFXJOEQSPEVDUJPO JODMVEJOHæPBUJOHBOE
subsea substations and offshore power cables,
FOFSHZTUPSBHFBOEåTIGBSNJOH-BTUZFBS "LFS
Solutions also took part in the Zero Emission
Energy Distribution at Sea (ZEEDS) consortium
initiated by Wartsila, aimed at developing lowemission fuel for the shipping industry.

7HYLU[*VTWHU`-PUHUJPHS:[H[LTLU[Z
Aker Solutions ASA, the parent company of
the Aker Solutions group, owns and manages
the group’s subsidiaries. Aker Solutions ASA
has outsourced all company functions to

other companies in the group, mainly Aker
Solutions AS. Assets and liabilities related to
the corporate treasury function are held by
Aker Solutions ASA. Aker Solutions ASA had a
OFUQSPåUPG/0, NJMMJPOJONBJOMZ
consisting of a dividend from subsidiary of NOK
1,400 million, in addition to corporate costs
and net interest expenses of NOK 277 million.
The parent company had a net loss of NOK 266
million in 2018 mainly consisting of corporate
costs and interest expenses.
The Board of Directors proposed that no
dividend payment be made for 2019 as it
was deemed prudent to exercise caution and
conserve cash amid continued uncertainty
about the market outlook. More information
POUIFBMMPDBUJPOPGQSPåUTDBOCFGPVOEJOUIF
income statement of the parent company on
page 97 of this report.

/LHS[O:HML[`:LJ\YP[`
and Environment
Aker Solutions is committed to a goal of zero
harm to people, assets and the environment.
The cornerstone of this objective is a
strong, structured and company wide HSSE
system, setting clear standards for HSSE
management and leadership. Regular audits
aim to identify, isolate and help address
potential shortcomings. Aker Solutions is
focused on continuous improvement and
learning throughout the organization, and the
HSSE system is a key enabler in the quest
for increasingly stringent standards. At Aker
Solutions, the HSSE culture is founded on the
principle that HSSE is personally responsibility
for every employee. To strengthen the culture

2.5%
Global sick
SLH]L
further and improve the company’s HSSE
performance, Aker Solutions implemented the
standardized International Association of Oil &
Gas Producers (IOGP) Lifesaving Rules in 2019.

/LHS[OHUK>VYRPUN,U]PYVUTLU[
Aker Solutions is committed to a goal of zero
harm to its employees, not just through accident
prevention, but also through safeguarding
employee’s physical and mental health. In
2019, a new health hazard assessment E-score
UPPMXBTQJMPUFEJOåWFDPVOUSJFTUPHBJOB
systematic overview of health risks. This tool
will be implemented globally in 2020 and the
results will be monitored as a HSSE KPI.
On a global level the HSSE mindset module on
“Fatigue in the Workplace” was rolled out and
received good feedback from the organization.
Aker Solutions’ global sick leave for 2019 was 2.5
percent, which is below the target of 2.7 percent.

Safety
Aker Solutions operates with a zero harm
mindset and the belief that all incidents can be
prevented. The Zero Days indicator counts days
without a recordable injury or serious incident
across the company. In 2019, Aker Solutions
delivered 297 Zero Days, compared to 288 in
2018. This represents an increase of nine days.
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However, the company is committed to return
to the 2017 level, setting a goal of 314 Zero
Days for 2020.
Aker Solutions uses the lagging indicator
Serious Incident Frequency (SIF) to focus
on the trend and occurrence of high-risk
incidents. These are incidents where the actual
or potential consequence is deemed to be
IJHIPSFYUSFNF BTEFåOFECZUIFDPNQBOZnT
DMBTTJåDBUJPONBUSJY5IFZFBSFOESFTVMU
indicates a positive performance development
POUIJT,1* XJUIB4*'åHVSFPGXIJDIJTXFMM
below the target of 0.5. Of the nine out of 14
serious incident cases in 2019, dropped objects
XFSFTUJMMUIFNPTUTJHOJåDBOUTJOHMFFWFOU
In total, 61 employees were injured with a
TFWFSJUZIJHIFSUIBOåSTUBJEUSFBUNFOU JOUIF
company’s operations globally during 2019.
Out of these, there were no fatalities, but two
JOKVSJFTXFSFDMBTTJåFEBTTFSJPVT"UPUBMPG
injuries caused lost work days, and 12 caused
restricted work. The remaining 35 injuries
required medical treatment. The lost work day
DBTFTXFSFNBJOMZJOKVSFEåOHFSTBOEIBOET
due to squeezing and cuts, and arm injuries
caused by falling. At the end of 2019, Aker
Solutions had a Lost Time Injury Frequency
(LTIF) of 0.3, compared to 0.6 in 2018. The Total
Recordable Injuries Frequency (TRIF) also had a
positive development and decreased from 2.0 in
2018 to 1.3 in 2019.

Security
Aker Solutions’ commitment towards
safeguarding employees, assets and reputation
is demonstrated by the core team of security
professionals and the operation of a 24/7 Global

Security Operations Center. The Center is now
supporting all aspects of Aker Solutions’ global
PQFSBUJPOTBTXFMMBTTPNFPGUIFBGåMJBUFE"LFS
DPNQBOJFT5IFJOUSPEVDUJPOPGBDPOåEFOUJBMJUZ
module in the Synergi-Life reporting tool has
enabled the function to register sensitive
cases while also ensuring privacy. Other
improvements of the tool have enabled cases
within physical, personnel and IT security to
be differentiated and managed by the correct
functions. This has also ensured improvements
within trending and root-cause analysis. Most
of the cases reported in 2019 were related to
failure of technical components, personnel not
adhering to security procedures and generic
cyber-attacks. No serious security incidents
were reported in 2019.
New locations have been onboarded to the
corporate systems for access management and
remote surveillance, e.g. Port Klang, Luanda
and Perth. Work has commenced to also
incorporate Mumbai, Al Khobar and Hainan.

Cybercrime
Cybercrime continues to be a major threat to
operations. Aker Solutions continually monitors
the threat landscape and takes the necessary
steps to safeguard employees, systems, data
and products. Phishing emails remain the most
important vector for cyber attacks and further
measures have been taken to secure email,
improve capabilities to identify ongoing malicious
activities and increase employee awareness of
cyber threats. With smarter products connected
to the internet, there is an increased risk to these
devices and the systems they are connected
to. Precautions have been taken to protect
Aker Solutions and the company’s clients' assets.

0.3
3VZ[;PTL0UQ\Y`
-YLX\LUJ`3;0-

1.3
;V[HS9LJVYKHISL0UQ\YPLZ
-YLX\LUJ`;90-

Emergency Preparedness and Response
The company’s CERT (Corporate Emergency
Response Team) was involved in two incidents in
BåSFBGGFDUJOHPVSPGåDFJO/JHFSJBBOEUIF
haze situation in Malaysia. Both incidents were
handled by the local organizations in cooperation
with the relevant corporate functions.
The company’s capabilities within crisis
management were further enhanced in 2019. A
dedicated resource was assigned to advise and
assist country management on development of
systems and structure of emergency response
and business continuity.

Environment
Aker Solutions works to protect the environment
by offering products, systems and services
that help reduce the environmental footprint of
customers’ operations and by seeking to reduce
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negative climate impact of its own operations.
The company’s biggest effect on the environment
will be through its customer offerings.
Aker Solutions’ total energy consumption,
based on the recorded use of oil, gas, fuels and
electricity, increased from 97,434 megawatt
hours (MWh) in 2018 to 110,930 MWh in 2019.
5IJTJODSFBTFSFæFDUTBHSFBUFSBDUJWJUZMFWFM
Total carbon dioxide emissions were 35,255
tonnes in 2019, compared to 34,025 tonnes in
2018. These numbers include carbon dioxide
emissions from travel booked in Norway, UK
and US during 2019. Additional information
on travel emissions from Aker Solutions’ other
operational regions will be reported in 2020,
which should again lead to an increase in
PWFSBMMåHVSFT*O "LFS4PMVUJPOTSFQPSUFE
its carbon footprint to CDP and will continue
this practice in 2020.
Aker Solutions is focused on waste segregation
and recycling. In 2019, the company recorded
total waste of 8,350 tonnes, compared
with 9,034 tonnes a year earlier. In total, 69
percent of the waste was sent for recycling.
This number is lower than in 2018, when the
recycling factor was 71 percent. To align with
industry standards, the company only includes
material recycling in its recycled waste fraction,
excluding hazardous waste and waste-toenergy recovery.

Safeguarding Diversity and
Equal Opportunity
Aker Solutions had 15,956 employees and 5,100
contract staff at the end of 2019. Aker Solutions
is strongly committed to the principles of non-

discrimination and equal opportunity, regardless
of gender, nationality or other factors. Men have
traditionally dominated the oil and gas industry
and, particularly, offshore work. This continues
UPCFSFæFDUFEJOPVSPSHBOJ[BUJPO XIFSFBSPVOE
17 percent of our employees are women. The
number of women in leadership roles increased
from 136 in 2018 to 144 in 2019.
Aker Solutions’ diverse workforce represents
about 83 nationalities and offers a wide range
PGDPNQFUFODJFTBOEJOTJHIUT CFOFåUUJOHCPUI
its customers and the business. Aker Solutions
seeks to promote diversity in its workforce
through clear recruitment requirements and
the development of individuals and programs
supporting equal opportunity, in accordance with
its people policy and recruitment procedures.
More information regarding the company’s
commitment to equality and diversity is available
in the company’s 2019 sustainability report
www.akersolutions.com/sustainability-reports.

22%
-LTHSL3LHKLYZ

83
Nationalities
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9PZR-HJ[VYZ
Aker Solutions’ global footprint, operations
and exposure to energy markets and a volatile
commodity price provides both opportunities
and risks that may affect the company’s
PQFSBUJPOT QFSGPSNBODF åOBODFT SFQVUBUJPO
and share price. It is evident that external risk
factors such as pandemics, market risk, oil
price volatility, ethical and political risks and
DMJNBUFSFMBUFESJTLTNBZIBWFBTJHOJåDBOU
adverse impact on the company, in addition to
internal risk factors such as operational risks
BOEåOBODJBMSJTLT5IFTFSJTLGBDUPSTBSFGVSUIFS
described below.

Pandemics
%VSJOHUIFåSTURVBSUFSPG UIFTQSFBEPG
the COVID-19 (corona) virus caused global
disruption, with negative consequences both for
human health, business enterprises (including
Aker Solutions) and the global economy in
HFOFSBM*UJTEJGåDVMUUPQSFEJDUUIFGVMMTDBMF
consequences of the virus outbreak at the time
of this report. However, the consequences
of the pandemic will be serious for Aker
Solutions and for the oil and gas industry at
large. Consolidations, bankruptcies and other
changes are likely to happen in the supplier
industry due to the current COVID-19 pandemic
and parallel market turmoil. Pandemic
outbreaks and other natural disasters could
also occur in the future and may impact Aker
4PMVUJPOTJOUIFGPMMPXJOHNBOOFS






Supplies from vendors and deliveries to
clients may be delayed



Clients are likely to face delays and losses
and may claim reimbursement from Aker
Solutions and other suppliers



Long-term impact on the global economy
may result in loss and impairment of the
assets



Available future market could decrease as
clients reduce capex spenditure

Market Risk
The oil and gas market remained unpredictable
PWFSUIFQBTUZFBS7PMBUJMJUZIBTTJHOJåDBOUMZ
escalated in 2020 as a result of the collapse
of the oil price, exacerbated by the COVID-19
pandemic. Some of the principal factors that
DPOUSJCVUFUPNBSLFUSJTLBSFPVUMJOFECFMPX


Instability in the world economy as a result
of virus pandemics



Volatile oil and gas market, changes in
supply, demand and storage having an
adverse impact on energy prices which is
MJLFMZUPJNQBDUBDUJWJUZMFWFMTTJHOJåDBOUMZ



Uncertainty regarding future contract awards
and their impact on future earnings and
QSPåUBCJMJUZ



Climate change and speed of the energy
transition to renewables and lower
carbon economy, including environmental
requirements, impact upon oil company
activities and the overall development of the
market

Personnel may not be able to work due to
illness, quarantines, travel restrictions and
social distancing
.BOVGBDUVSJOHTJUFT TFSWJDFCBTFTPSPGåDF
buildings may as a result be shut down



Local content requirements, legislative
restrictions and/or prohibitions on oil and

gas activities in countries of existing or
planned operations


Liabilities under environmental laws or
regulations



5IFTFGBDUPSTXJMMJOæVFODFPJMQSJDFBOE
oil companies' exploration, development,
energy transition, production, investment,
NPEJåDBUJPOBOENBJOUFOBODFBDUJWJUZ

Developments within the market will lead to
capacity adjustments and changes in the
valuation of company assets and liabilities.
The main uncertainties include delivering on
the company’s international growth ambitions,
entry and establishment in new growth markets,
and delivering a competitive cost base. Aker
Solutions is committed to an active policy
of risk management and will take mitigating
BDUJPOTUPJODSFBTFæFYJCJMJUZJOJUTPQFSBUJPOT 
for instance by seeking to drive down costs,
build a sustainable global workforce, invest in
TVTUBJOBCMFFOFSHZTVDIBTæPBUJOHPGGTIPSF
wind and technology to capture emissions
such as carbon capture and storage, and
FOIBODFTUBOEBSEJ[BUJPOBOETJNQMJåDBUJPO
The company aims to be agile in its approach
to the market, effectively adapting to industry
demand, Environment Social Governance (ESG)
SFRVJSFNFOUT BOEæVDUVBUJPOTUPEFMJWFSPQUJNBM
value and rewards across the value chain. A
focus on continuous improvement in productivity
and sustainability is central to these efforts.

,[OPJHSHUK7VSP[PJHS9PZRZ
Aker Solutions has established ethical
policies and procedures in order to comply
with applicable standards domestically
and internationally. Aker Solutions could,
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nevertheless, potentially become involved in
unethical behavior, either directly or through
third parties and partners. The company has
operations in countries associated with high
political, corruption and human rights risks. Key
tools to reduce these risks are the company’s
code of conduct, anti-corruption compliance
program and human rights system, which are
implemented at all locations globally. Risks are
managed through country analyses, mandatory
awareness training, compliance reviews and
integrity due diligence. Aker Solutions’ anticorruption program is subject to quarterly
reporting to the Audit Committee. At the end
PG2 TQFDJåDSFQPSUJOHPOIVNBOSJHIUT
was included in the quarterly reporting to the
Audit Committee. Furthermore, a human rights
committee was established in 3Q to ensure that
the company has a sound human rights system
in place and to continuously improve this system.
Aker Solutions has zero tolerance for corruption
and works vigilantly to prevent such behavior.
The company has control systems in place
throughout the organization designed to identify
and limit the effects of violations of the code
of conduct. Employees violating the code
face consequences ranging from a warning to
dismissal for violating the code of conduct.
In 2019, the company continued to strengthen
its anti-corruption compliance framework. The
EFMJWFSZDFOUFSTnDPNQMJBODFPGåDFSTDPOUJOVFE
to support top management on integrity related
matters and awareness initiatives. In 2019, the
company conducted screenings of potential
projects in high risk countries and integrity due
diligences of potential business partners as it
pursued opportunities in high risk markets.

Climate Related Risks
$MJNBUFSFMBUFESJTLTBSFEFåOFEXJUIJO
physical, regulatory/liability, technology,
market and reputational risks. These risks have
been covered under the other chapters and
in the sustainability report. The company may
face increasing reputational challenges and
declining political goodwill if talent, investors
and customers only associate Aker Solutions
with the oil and gas industry.

Operational Risk
Aker Solutions uses both reimbursable and
åYFEQSJDFDPOUSBDUT$POUSBDUTUIBUJODMVEF
åYFEQSJDFTGPSBMMPSQBSUTPGUIFEFMJWFSBCMFT
are subject to the risk of potential cost
overruns. Aker Solutions is involved in projects
that are both demanding and complex in
OBUVSF XJUITJHOJåDBOUEFTJHOBOEFOHJOFFSJOH
requirements, as well as extensive procurement
and manufacturing of equipment, sourcing
supplies and construction management. In
certain situations, the projects may also require
the development of innovative new technology
and solutions. These can impact upon the
company’s ability to deliver on time and in
accordance with a contract, potentially harming
Aker Solutions’ reputation, performance and
åOBODFT'BDUPSTUIBUNBZIBWFBOBEWFSTF
material effect on the business, results of
PQFSBUJPOTBOEåOBODFTPG"LFS4PMVUJPOT
JODMVEF CVUBSFOPUMJNJUFEUP


5IFMPTTPGCVTJOFTTGSPNBTJHOJåDBOUDVTUPNFS 
UIFGBJMVSFUPEFMJWFSBTJHOJåDBOUQSPKFDUBT
agreed, or alterations to the order backlog.



Aker Solutions’ ability to compete
effectively and maintain market positions
and sales volumes.



The company’s capability to successfully
commercialize new technology.



Partnerships, joint ventures and other types
of cooperation that expose the company to
risks and uncertainties outside its control.



Non-delivery and/or disputes with a key
supplier.



4JHOJåDBOUEFMBZTPSRVBMJUZJTTVFTJNQBDUJOH
upon project delivery or performance.



Cybercriminals and cyber security issues
MFBEJOHUPTZTUFNEPXOUJNFPSTJHOJåDBOU
loss of intellectual property.

-PUHUJPHS9PZRZ
5IFPCKFDUJWFPGåOBODJBMSJTLNBOBHFNFOU
JTUPNBOBHFFYQPTVSFGSPNåOBODJBMSJTLT
to increase predictability of earnings and
NJOJNJ[FQPUFOUJBMBEWFSTFFGGFDUTPOåOBODJBM
performance. Financial risk management and
exposures are described in detail in note 22 and
capital management is described in note 23.
5IFNBJOåOBODJBMSJTLTBSF


Currency risk: Aker Solutions has
international operations and is exposed to
currency risk on commercial transactions,
assets and liabilities when payments and
revenues are denominated in a currency
other than the functional currency of the
respective entity. The currency risks in all
major contracts are hedged with external
banks in the foreign exchange market. More
than 80 percent of the hedging volume either
RVBMJåFTGPSIFEHFBDDPVOUJOHPSJTQSFTFOUFE
separately as hedges of embedded
derivatives. Aker Solutions operates in
some jurisdictions where regulations and
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requirements limit the convertibility of local
DVSSFODZBOESFTUSJDUGSFFæPXPGDBTI
Although mitigating actions had been taken,
"LFS4PMVUJPOTFYQFSJFODFETJHOJåDBOU
currency losses in Angola in 2019 as currency
hedging instruments were generally not
BWBJMBCMF5IFTJHOJåDBOUNBSLFUæVDUVBUJPOT
in the beginning of 2020 as a result of the
COVID-19 pandemic has also increased
the currency exposure, as there may be
EJTSVQUJWFåOBODJBMNBSLFUDPOEJUJPOTBOE
changes in the underlying hedged exposures
due to cancellations or bankruptcies among
clients and vendors. There is a risk that the
contingency buffer included in tenders is
JOTVGåDJFOUUPDPWFSDVSSFODZMPTTFTXIFO
NBSLFUæVDUVBUJPOTBSFTJHOJåDBOU


Liquidity risk: Liquidity risk is the risk
that the company is unable to meet the
PCMJHBUJPOTBTTPDJBUFEXJUIJUTåOBODJBM
liabilities. The corporate treasury department
FOTVSFTåOBODJBMæFYJCJMJUZCZGPSFDBTUJOH
DBTIæPXOFFETBOENBJOUBJOJOHTVGåDJFOU
liquidity reserves and available committed
credit lines. The current market uncertainty
as a result of the COVID-19 pandemic has
increased the liquidity risk, as the future
PQFSBUJOHDBTIæPXTNBZEFWFMPQOFHBUJWFMZ
The development of the debt covenants
is closely monitored, and management is
in close dialog with the lending banks and
åOBODJBMJOTUJUVUJPOTUPFOTVSFDPOUJOVFE
access to liquidity. The company is also
proactively in contact with governments
UPFOTVSFQBSUJDJQBUJPOJOåOBODJBMSFMJFG
measures. The revolving credit facility
and the group’s cash reserve is currently
BTTFTTFEBTTVGåDJFOU QSPWJEFEUIBUUIFSF

will be no draw-stop imposed on the
revolving credit facility.


Interest rate risk: The company’s interest
exposure mainly arises from external
funding in bank and debt capital markets.
Currently all external debt in Aker Solutions
JTBUæPBUJOHJOUFSFTUSBUFT5IFDPNQBOZnT
risk management strategy is that 30-50
percent of the interest exposure shall be
åYFEJOUFSFTUSBUFGPSUIFEVSBUJPOPGUIF
debt. The company uses interest rate swaps
UPBDIJFWFUIFEFTJSFEåYFEæPBUJOHSBUJP
of the external debt. As the group has no
TJHOJåDBOUJOUFSFTUCFBSJOHPQFSBUJOHBTTFUT 
PQFSBUJOHJODPNFBOEPQFSBUJOHDBTIæPX
are substantially independent of changes in
market interest rates.



Credit risk: Credit risk is the risk of
åOBODJBMMPTTFTJGBDVTUPNFSPSDPVOUFSQBSUZ
UPåOBODJBMSFDFJWBCMFTBOEåOBODJBM
instruments fails to meet contractual
obligations. The credit risk related to
customers’ ability to pay is assessed in the
bid phase and during execution of a project.
The majority of the customers are highly
rated oil companies, where the credit risk is
considered to be limited. The credit risk is
monitored closely under the current volatile
market conditions, especially for lower
rated companies.



Price risk: Aker Solutions is exposed to
æVDUVBUJPOTJONBSLFUQSJDFTXIJDIBSF
mitigated in the bid process to a great
extent by locking in committed prices with
vendors or through escalation clauses
with customers.

Aker Solutions’ approach to enterprise risk
management, risk management and internal
controls are based on the principles in ISO
31000, Project Management Institute and the
Committee of Sponsoring Organizations of
Treadway Commission (COSO) frameworks,
however, without applying all elements of
these standards. Climate related risk is also
evaluated in accordance with Task Force on
Climate-related Financial Disclosure (TCFD).
Aker Solutions has company-wide governing
EPDVNFOUTBOEUPPMTGPSFBDIEFåOFESJTL
category on how to assess, respond to and
report on risks actively and systematically.
5IFBTTFTTNFOU EFåOJUJPO GPMMPXVQBOE
implementation of adequate mitigating actions
towards the main risk factors are all integral
parts of the overall governance of the company.
Aker Solutions applies a combination of risk
management practices in order to effectively
NBOBHFUIFSJTLUPUIFDPNQBOZTVDIBT
internal controls, scenario planning, sensitivity
analysis and audits.
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Going Concern
%VSJOHUIFåSTURVBSUFSPG UIFTIBSQ
decline in commodity prices, exacerbated
by the COVID-19 pandemic caused
HMPCBMEJTSVQUJPO XJUITJHOJåDBOUOFHBUJWF
consequences both for human health,
economic activity and Aker Solutions. The
challenging commodity price environment
together with the effects of the COVID-19
pandemic create unprecedented uncertainty
BOENBLFTJUDIBMMFOHJOHUPåSNMZQSFEJDU
the long term effects for Aker Solutions.
Aker Solutions is taking a number of measures
to mitigate substantial negative impact for
the company including layoffs, reduced

investment plans and close collaboration with
DVTUPNFST CBOLTBOEåOBODJBMJOTUJUVUJPOT 
suppliers and employees. The actions are
an acknowledgement of current events as
well as uncertainty around the timing and
path of recovery. Aker Solutions also has
proactive dialogues with governments to
FOTVSFQBSUJDJQBUJPOJOåOBODJBMSFMJFGNFBTVSFT
aimed at containing economic effects of the
COVID-19 (corona) virus outbreak.
The high market volatility caused by the
COVID-19 pandemic in conjunction with the
collapse of the oil price, increases the risk
regarding the going concern assumption

for most companies, and this is also the
case for Aker Solutions. Although the risk
has increased, the assessment is that
Aker Solutions has the resources, organization,
competence, assets and customer base to
continue being a going concern.
Therefore, in accordance with the Norwegian
Accounting Act, the Board of Directors
DPOåSNTUIBUUIFDPOTPMJEBUFEåOBODJBM
TUBUFNFOUTBOEQBSFOUDPNQBOZåOBODJBM
statements have been prepared based on the
going-concern assumption.

Fornebu, March 24, 2020
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

Koosum Kalyan
Director

Kristian Røkke
Director

Birgit Aagaard-Svendsen
Director

Atle Teigland
Director

Hilde Karlsen
Director

Audun Bråthen
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Henrik O. Madsen
Director
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Declaration by the Board of Directors
BOE$IJFG&YFDVUJWF0GæDFS
5IFCPBSEBOEDIJFGFYFDVUJWFPGåDFSIBWFUPEBZDPOTJEFSFEBOEBQQSPWFEUIFBOOVBMSFQPSUBOEåOBODJBM
statements for the Aker Solutions group and its parent company Aker Solutions ASA for the calendar year
ended on December 31, 2019.
5IJTEFDMBSBUJPOJTCBTFEPOSFQPSUTBOETUBUFNFOUTGSPNUIFDIJFGFYFDVUJWFPGåDFS DIJFGåOBODJBMPGåDFSBOE
on the results of the group’s business as well as other essential information provided to the board to assess
the position of the parent company and the group.
;V[OLILZ[VMV\YRUV^SLKNL!


5IFåOBODJBMTUBUFNFOUTGPSUIFQBSFOUDPNQBOZBOEUIFHSPVQIBWFCFFOQSFQBSFEJOBDDPSEBODF
with all applicable accounting standards.



5IFJOGPSNBUJPOQSPWJEFEJOUIFåOBODJBMTUBUFNFOUTHJWFTBUSVFBOEGBJSQPSUSBZBMPGUIFQBSFOU
DPNQBOZnTBOEUIFHSPVQnTBTTFUT MJBCJMJUJFT åOBODJBMQPTJUJPOBOESFTVMUTUBLFOBTBXIPMFBTPG
December 31, 2019.



The board of directors’ report of the parent company and the group provides a true and fair overview of
UIFEFWFMPQNFOU QFSGPSNBODFBOEåOBODJBMQPTJUJPOPGUIFQBSFOUDPNQBOZBOEUIFHSPVQUBLFOBTB
XIPMF BOEUIFNPTUTJHOJåDBOUSJTLTBOEVODFSUBJOUJFTGBDJOHUIFQBSFOUDPNQBOZBOEUIFHSPVQ

Fornebu, March 24, 2020
Board of Directors of Aker Solutions ASA

GROUP COMPOSITION AND OTHER INVESTMENTS
Note 26 Subsidiaries
Note 27 Equity-Accounted Investments
Note 28 Other Investments

Øyvind Eriksen
Chairman

Koosum Kalyan
Director

Kristian Røkke
Director

Birgit Aagaard-Svendsen
Director

OTHER
Note 29 Related Parties
Note 30 Management Remuneration
Note 31 Audit Fees
Note 32 Subsequent Events

Atle Teigland
Director

Hilde Karlsen
Director

Audun Bråthen
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Henrik O. Madsen
Director
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Income Statement
Consolidated statement for the year ended December 31

"NPVOUTJO/0,NJMMJPO

Note

Revenue

3, 4

Materials, goods and services
Personnel expenses

5

Other operating expenses

6

Operating income before depreciation, amortization and impairment

Impairment

2018

 

25,232



-10,560



-9,534




Operating expenses before depreciation, amortization and impairment

Depreciation and amortization

2019

10, 11, 18
10, 11, 12, 18

Operating income

-3,328
-23,422



1,810



-739



-22



1,049

Interest income

7



39

Interest expenses

7



-268

/FUPUIFSåOBODJBMJUFNT

7



-28



792



-238



554

Income before tax

Income tax

9

Net income

Net income attributable to:
Equity holders of the parent company



511

Non-controlling interests



43

Net income



554



1.88

Earnings per share in NOK (basic and diluted)

8
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Other Comprehensive Income (OCI)
Consolidated statement for the year ended December 31

2019

2018



554

$BTIæPXIFEHFT FGGFDUJWFQPSUJPOPGDIBOHFTJOGBJSWBMVF



8

$BTIæPXIFEHFT SFDMBTTJåFEUPJODPNFTUBUFNFOU

 

3

"NPVOUTJO/0,NJMMJPO

Note

Net income

Other comprehensive income

*UFNTUIBUBSFPSNBZCFSFDMBTTJæFETVCTFRVFOUMZUPQSPæUPSMPTT

$BTIæPXIFEHFT EFGFSSFEUBY

9

Translation differences - foreign operations
Total



-2



-69



-60

*UFNTUIBUXJMMOPUCFSFDMBTTJæFEUPQSPæUPSMPTT
3FNFBTVSFNFOUTPGEFåOFEQFOTJPOPCMJHBUJPOT
3FNFBTVSFNFOUTPGEFåOFEQFOTJPOPCMJHBUJPOT EFGFSSFEUBYBTTFU
Change in fair value of equity investments over OCI

19



-71

9



12

25, 28

0

12



-48



-108



446

Equity holders of the parent company



400

Non-controlling interests



47

Total comprehensive income

96

446

Total
Other comprehensive income (loss), net of tax
Total comprehensive income

Total comprehensive income (loss) attributable to:
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Balance Sheet
Consolidated statement as of December 31

Note

"NPVOUTJO/0,NJMMJPO

2019

2018

Assets

"NPVOUTJO/0,NJMMJPO

Note

2019

2018

294

294

Equity and liabilities

Non-current assets

Equity

Property, plant and equipment

10, 12

3,065

3,044

Share capital

16

Intangible assets

11, 12

5,710

5,686

Treasury shares

16

0

-1

Right-of-use assets

12, 18

3,628

0

Reserves

16

1,174

1,161

Deferred tax assets

9

871

663

Lease receivables

18

663

0

Other investments

22, 25, 28

93

79

Non-controlling interests

268

84

Total equity

14,298

9,556

25, 27

Other non-current assets
Total non-current assets

Retained earnings

5,666

6,047

Total equity attributable to the parent

7,134

7,502

97

106

7,231

7,608

17, 25

3,280

1,788

Non-current liabilities
Non-current borrowings

Current assets
Current tax assets
Inventories

13

120

109

Non-current lease liabilities

18

4,889

0

369

326

Pension obligations

19

663

572

9

269

266

22

10

9,123

2,636

Trade receivables

3, 14, 25

3,182

3,236

Deferred tax liabilities

Customer contract assets and other receivables

3, 14, 25

4,846

3,652

Other non-current liabilities
Total non-current liabilities

Prepayments

26

1,564

1,348

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

24, 25

156

218

Interest-bearing receivables

18, 25

130

47

Cash and cash equivalents

15, 22

1,898

2,473

Total current assets

12,265

11,408

Total assets

26,563

20,964

Current liabilities
Current tax liabilities

81

68

17, 25

217

1,125

Current lease liabilities

18

571

0

Provisions

20

521

906

Current borrowings

Fornebu, March 24, 2020
Board of Directors of Aker Solutions ASA

Trade payables

21, 25

2,000

1,680

Other payables

21, 25

6,021

6,062

3

677

709

Øyvind Eriksen
Chairman

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

24, 25

121

172

Customer contract liabilities

Atle Teigland
Director

Koosum Kalyan
Director

Hilde Karlsen
Director

Kristian Røkke
Director

Audun Bråthen
Director

Birgit Aagaard-Svendsen
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Henrik O. Madsen
Director

Total current liabilities

10,209

10,721

Total liabilities

19,332

13,357

Total equity and liabilities

26,563

20,964
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$BTIçPX
Consolidated statement for the year ended December 31

"NPVOUTJO/0,NJMMJPO

Note

2019

2018

$BTIçPXGSPNPQFSBUJOHBDUJWJUJFT
83

554

Adjustments for:
9

/FUåOBODJBMDPTU
1SPåU MPTTPOGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
Depreciation, amortization and impairment

7
10, 11, 12, 18

0UIFS QSPåU MPTTPOEJTQPTBMTBOEOPODBTIFGGFDUT
Net income after adjustments
Changes in operating assets and liabilities
Cash generated from operating activities
Interest paid
Interest received
Income taxes paid
Net cash from operating activities

87

238

535

218

0

17

1,539

761

-99

-73

2,145

1,715

-1,202

-447

943

1,268

-572

-313

132

96

-184

-130

319

921

$BTIçPXGSPNJOWFTUJOHBDUJWJUJFT
Acquisition of property, plant and equipment

10

-599

-331

Payments for capitalized development

11

-228

-174

-35

0

33

104

-64

38

Acquisition of subsidiaries, net of cash acquired
Proceeds from sale of property, plant and equipment
Change in interest-bearing receivables
Acquisition of shares and funds
Sale of shares and funds
Cash collection from lease receivables
Net cash used in investing activities

Note

2019

2018

$BTIçPXGSPNæOBODJOHBDUJWJUJFT

Net income

Income tax

"NPVOUTJO/0,NJMMJPO

18

-151

-34

16

100

113

0

-916

-297

Proceeds from borrowings

17

1,784

1,617

Repayment of borrowings

17

-1,190

-1,716

Payment of lease liabilities

18

-559

0

Net purchase of treasury shares

5

-48

0

0UIFSåOBODJOHBDUJWJUJFT
/FUDBTIGSPNæOBODJOHBDUJWJUJFT
Effect of exchange rate changes on cash and bank deposits
Net increase (decrease) in cash and bank deposits
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

15

-1

0

-14

-99

36

-30

-575

495

2,473

1,978

1,898

2,473
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Equity
Consolidated statement of changes in equity

"NPVOUTJO/0,NJMMJPO

Note

Equity as of January 1, 2018

Share
capital

Treasury
share
reserve

Retained
earnings

Hedging Translation
reserve
reserve

Fair value
reserve

Equity
Pension
attributable
reserve
to parent

Noncontrolling
interests

Total
equity

294

-1

5,529

-16

1,312

13

-12

7,119

42

7,162

Net income

0

0

511

0

0

0

0

511

43

554

Other comprehensive income

0

0

0

9

-72

12

-59

-111

3

-108

Total comprehensive income

0

0

511

9

-72

12

-59

400

47

446

Realization of equity instruments valued at FVOCI

0

0

25

0

0

-25

0

0

0

0

Sale of shares to non-controlling interest without change in control
Equity as of December 31, 2018

Effect from implementing IFRS 16 Leasing

18

Equity as of January 1, 2019

0

0

-17

0

0

0

0

-17

17

0

294

-1

6,047

-8

1,240

0

-71

7,502

106

7,608

0

0

-355

0

0

0

0

-355

0

-355

294

-1

5,692

-8

1,240

0

-71

7,147

106

7,252

Net income

0

0

41

0

0

0

0

41

41

83

Other comprehensive income

0

0

0

18

80

0

-85

13

0

13

Total comprehensive income

0

0

41

18

80

0

-85

55

42

96

Change in treasury shares

5

0

0

8

0

0

0

0

8

0

8

Employee share purchase program

5

0

0

-14

0

0

0

0

-14

0

-14

Change in non-controlling interests from dividend

0

0

0

0

0

0

0

0

-32

-32

Revaluation of tax positions in Angolan Kwanza related to prior years

0

0

-48

0

0

0

0

-48

-24

-72

Other adjustments to equity

0

0

-12

0

0

0

0

-12

5

-7

294

0

5,666

11

1,320

0

-156

7,135

97

7,231

Equity as of December 31, 2019
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Notes to the Consolidated Financial Statements
For the year ended December 31

5V[L Company Information

Note 2 Basis of Preparation

Aker Solutions is a global provider of products, systems and services
[V[OLVPSHUKNHZPUK\Z[Y`;OLJVTWHU`OHKHIV\[V^U
LTWSV`LLZHUK^HZWYLZLU[PUJV\U[YPLZH[[OLLUKVM ;OL
THPUVɉJLPZH[-VYULI\5VY^H`

Statement of Compliance

Aker Solutions ASA is a Norwegian limited liability company listed on the
0TMP4UPDL&YDIBOHFVOEFSUIFUJDLFS",405IFDPOTPMJEBUFEåOBODJBM
TUBUFNFOUTPG"LFS4PMVUJPOTJODPSQPSBUFUIFåOBODJBMTUBUFNFOUTPGUIF
company and its subsidiaries collectively referred to as “the group” or
"the company" and separately as group companies. The parent company
"LFS"4"QVCMJTIFTDPOTPMJEBUFEåOBODJBMTUBUFNFOUT5IF3FTPVSDF
Group TRG AS is the ultimate parent company of Aker Solutions ASA.

5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTIBWFCFFOQSFQBSFEJOBDDPSEBODFXJUI
International Financial Reporting Standards (IFRS) as approved by the European Union,
their interpretations adopted by the International Accounting Standards Board (IASB) and
the additional requirements of the Norwegian Accounting Act as of December 31, 2019.
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTXFSFBQQSPWFECZUIF#PBSEPG%JSFDUPSTBOEUIF
DIJFGFYFDVUJWFPGåDFS $&0 PO.BSDI 5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTXJMM
be authorized at the Annual General Meeting on April 21, 2020. Until this date the Board of
%JSFDUPSTIBTUIFBVUIPSJUZUPBNFOEUIFåOBODJBMTUBUFNFOUT

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
5IFSFMFWBOUåOBODJBMSFQPSUJOHQSJODJQMFTBSFEFTDSJCFEJOFBDIOPUFUPUIFDPOTPMJEBUFE
åOBODJBMTUBUFNFOUT"LFS4PMVUJPOTGPDVTFTPOEFTDSJCJOHUIFSFQPSUJOHXJUIJOUIF*'34
framework rather than repeating the actual text of the standard.

Basis of Measurement
The consolidated balance sheet has been prepared on the historical cost basis except for
DFSUBJOåOBODJBMBTTFUTBOEMJBCJMJUJFTBTQSFTFOUFEJOOPUFNFBTVSFEBUGBJSWBMVFPOFBDI
SFQPSUJOHEBUF5IFåOBODJBMJOGPSNBUJPOQSFTFOUFEJO/PSXFHJBO,SPOFS /0, IBTCFFO
rounded to the nearest million (NOK million), therefore the subtotals and totals in some
UBCMFTNBZOPUFRVBMUIFTVNPGUIFBNPVOUTTIPXO$FSUBJODPNQBSBUJWFåHVSFTIBWFCFFO
adjusted to conform to the presentation adopted in the current year, including the balance
TIFFU DBTIæPX OPUFBOEOPUF
Note 2 continues on next page
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Note 2 Basis of Preparation cont.

Consolidation
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTDPNQSJTFUIFQBSFOUDPNQBOZ"LFS
Solutions ASA and its subsidiaries. Intra-group balances and transactions,
and any unrealized gains and losses or income and expenses arising from
intra-group transactions, are eliminated in preparing the consolidated
åOBODJBMTUBUFNFOUT

Judgments and Estimates
5IFQSFQBSBUJPOPGDPOTPMJEBUFEåOBODJBMTUBUFNFOUTJODPOGPSNJUZXJUI*'34
requires management to make judgements, estimates and assumptions
each reporting period that affect the income statement and balance sheet.
5IFBDDPVOUJOHFTUJNBUFTXJMMCZEFåOJUJPOTFMEPNQSFDJTFMZNBUDIBDUVBM
results. The main areas where judgements and estimates have been made
BSFEFTDSJCFEJOFBDIPGUIFGPMMPXJOHOPUFT


Note 3 Revenue



Note 9 Tax



Note 10 Property, Plant and Equipment



Note 11 Intangible Assets



Note 12 Impairment of Assets



Note 13 Inventories



Note 14 Customer Contract Assets and Other Receivables



Note 18 Leasing



Note 19 Pension Obligations



Note 20 Provisions and Contingent Liabilities

5L^-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
*'34-FBTJOHXBTJNQMFNFOUFEPO+BOVBSZ 5IFåOBODJBM
reporting principles and the implementation effects are presented in note 18.
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Note 3 Revenue
;OLYL]LU\LPU(RLY:VS\[PVUZYHUNLZMYVTTHUOV\YIHZLKTHPU[LUHUJL
HUKLUNPULLYPUNZLY]PJLZPU[OLVPSHUKNHZPUK\Z[Y`[VJVTWSL_JVUZ[Y\J[PVU
JVU[YHJ[ZMVYKLSP]LY`VMZ\IZLHZ`Z[LTZHUKTVKPÄJH[PVUZVMVPSHUKNHZ
PUZ[HSSH[PVUZ7YVQLJ[L_LJ\[PVUPZHRL`JVTWVULU[VMHSSKLSP]LYPLZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
"MMDVTUPNFSDPOUSBDUTJOTDPQFPG*'34BSFBTTFTTFEVTJOHUIFåWFTUFQ
NPEFM0OMZBQQSPWFEDVTUPNFSDPOUSBDUTXJUIBåSNDPNNJUNFOUBSFCBTJT
for revenue recognition. Variation orders are included when they have been
approved, either verbally, in writing or implied by customary business practice.
The deliveries in the contracts are reviewed to identify distinct performance
PCMJHBUJPOT BOEUIJTBTTFTTNFOUNBZJOWPMWFTJHOJåDBOUKVEHFNFOU'PSUIFWBTU
NBKPSJUZPGUIFJEFOUJåFEQFSGPSNBODFPCMJHBUJPOT DPOUSPMIBTCFFOBTTFTTFE
to be transferred to the customer over time as the performance obligation is
TBUJTåFE3FWFOVFJTSFDPHOJ[FEPWFSUJNFVTJOHBDPTUCBTFEQSPHSFTTNFUIPE 
or as time and materials are delivered to the customer. The cost progress
method is commonly used on lump sum contracts and reimbursable contracts
XIFOTDPQFPGXPSLJTåSN5IFUJNFBOENBUFSJBMTNFUIPEJTNPSFDPNNPOMZ
VTFEGPSSFJNCVSTBCMFDPOUSBDUXJUIMFTTåSNTDPQF5IFTFNFUIPETBSFVTFE
UPCFTUSFæFDUUIFQBUUFSOPGUSBOTGFSPGDPOUSPMPGHPPETBOETFSWJDFTUPUIF
customer.
Variable considerations, such as incentive payments, are included in revenue
when they are highly probable. Expected liquidated damages (LD) are
recognized as a reduction of revenue unless it is highly probable LDs will not
be incurred. The transaction price of performance obligations is adjusted for
TJHOJåDBOUåOBODJOHDPNQPOFOUTUPSFæFDUUIFUJNFWBMVFPGNPOFZ'JOBODJOH
components may exist when the expected time period between the transfer of
the promised goods and services and the payment is more than twelve months.
5IJTBTTFTTNFOUJTQFSGPSNFEBUUIFDPOUSBDUJODFQUJPO1SPåUJTOPUSFDPHOJ[FE
until the outcome of the performance obligations can be measured reliably.
Contract costs are expensed as incurred. The full loss is recognized immediately
XIFOJEFOUJåFEPOMPTTNBLJOHDPOUSBDUT5IFMPTTJTEFUFSNJOFECBTFEPO

revenue less direct cost (i.e.labour, subcontractor and material cost) and an
allocation of overhead that relate directly to the contract or activities required to
GVMåMUIFDPOUSBDU

Judgments and Estimates
It can be challenging to estimate the expected revenue and cost in the company's
customer contracts, in particular if there are operational challenges. The most
TJHOJåDBOUKVEHNFOUTBOEFTUJNBUFTJOUIFDVTUPNFSDPOUSBDUTBSFEFTDSJCFECFMPX

Performance Obligations
4JHOJåDBOUNBOBHFNFOUKVEHFNFOUJTTPNFUJNFTSFRVJSFEJOPSEFSUPJEFOUJGZ
distinct performance obligations in customer contracts. This includes an analysis of
the customer contract to determine if the goods or services are distinct deliveries or
inputs to an overall promise to deliver a combined system of products and services.

Variable Consideration
*ODFOUJWFQBZNFOUTBSFJOUFHSBMBOETJHOJåDBOUQBSUTPGDPOUSBDUSFWFOVFPO
certain reimbursable contracts. They can also be present in lumpsum contracts.
Incentive payments include key performance indicators, bonuses, target sum
mechanisms and productivity measures and can potentially both increase and
decrease revenue. Most incentives are estimated using the most likely amount.
Revenue from variable consideration is included only when it is highly probable
that the revenue will not be reversed. There is a risk that the actual payment of
incentives may differ from the estimated amount.

Liquidated Damages (LDs)
-%TBSFQFOBMUJFTGPSOPUBDIJFWJOHEFåOFENJMFTUPOFTPOUJNF-%TBSFDPNNPO
in construction contracts, but can also be present in service contracts. If a
QSPKFDUEPFTOPUNFFUUIFEFåOFENJMFTUPOFJOBDPOUSBDU BQSPWJTJPOSFEVDJOH
the transaction price is made unless it is highly probable that LD will not be
imposed. The estimated LD provision is highly judgmental. The assessment of
the LD provision is based on experience from similar LD situations in addition to
client relationship, contractual position and status on negotiations.
Note 3 continues on next page
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Note 3 Revenue cont.
Total Contract Cost
The estimates of total contract cost can be judgmental and sensitive to changes. The
DPTUFTUJNBUFTDBOTJHOJåDBOUMZJNQBDUSFWFOVFSFDPHOJUJPOGPSDPOUSBDUTVTJOHDPTU
progress, particularly in lump sum construction contracts. The forecasting of total project
cost depends on the ability to properly execute the engineering and design phase,
availability of skilled resources, manufacturing capacity, productivity and quality factors,
performance of subcontractors and sometimes also weather conditions. Experience,
systematic use of the project execution model and focus on core competencies reduce,
CVUEPOPUFMJNJOBUF UIFSJTLUIBUDPTUFTUJNBUFTNBZDIBOHFTJHOJåDBOUMZ

mechanisms, key performance indicators and productivity measures. Each
FOHJOFFSJOH IPPLVQ NPEJåDBUJPOBOENBJOUFOBODFKPCJTVTVBMMZBTTFTTFE
as a separate performance obligation as they represent one combined output.
5IFDPOUSBDUTVTVBMMZMBTUGSPNPOFUPåWFZFBST3FWFOVFJTSFDPHOJ[FEPWFS
time using a cost progress method or revenue is recognized according to
delivered time and materials. Payment terms are normally 30 days after time
and materials are delivered. These contracts are referred to as Field Design in
the revenue table below and are included in the Projects operating segment.

Services

+PɈLYLU[;`WLZVM*\Z[VTLY*VU[YHJ[Z
The revenue in Aker Solutions consists of various contracts for the engineering,
QSPDVSFNFOU DPOTUSVDUJPO NPEJåDBUJPOBOENBJOUFOBODFPGWBSJPVTPJMBOEHBTJOTUBMMBUJPOT

7YVQLJ[Z:\IZLH
Deliveries include stand-alone subsea equipment or complete subsea systems
consisting of subsea trees, wellheads, manifolds, umbilicals, tie-in and other types of
TVCTFBFRVJQNFOU.PTUDPOUSBDUTMBTUNPSFUIBOPOFZFBSBOEDBOCFBTMPOHBTåWF
years. The contracts include engineering, procurement and construction (EPC) of subsea
production equipment. Each contract is usually assessed as one performance obligation
as the deliveries are combined in one output. The contracts are mainly lumpsum with
penalties (LDs). Some contracts may have incentive arrangements. Payment terms
BSFOPSNBMMZEBZTBDDPSEJOHUPQSFEFåOFENJMFTUPOFT*GQBZNFOUJTBHSFFE
VQPOEFMJWFSZPGUIFFRVJQNFOU BåOBODJOHDPNQPOFOUXJMMCFQSFTFOUFEJGTJHOJåDBOU
Revenue is recognized over time using a cost progress method. Estimates of total
DPOUSBDUSFWFOVFBOEDPTUNBZSFRVJSFNBOBHFNFOUKVEHNFOU/PQSPåUJTSFDPHOJ[FE
unless the outcome can be measured reliably, usually at 10-20 percent progress.
These contracts are reported in the Projects operating segment.

7YVQLJ[Z-PLSK+LZPNU
5IFFOHJOFFSJOHDPOUSBDUTBOEUIFCSPXOåFMENBJOUFOBODF NPEJåDBUJPOBOEIPPLVQ
contracts for oil and gas installations are mainly reimbursable, but can also include lumpsum
elements. Some contracts have incentive mechanisms including bonuses, target sum

Services include maintenance, repair, spares supply, installation and
commissioning of subsea equipment and production asset through regional
service bases. The contracts are mainly reimbursable, but lumpsum contracts
or elements of lumpsum exist in some regions. Each service job under a
frame agreement is usually assessed as a separate performance obligation
as they represent one combined output. The frame agreements can run for
several years, and each service job usually last for some months to as long
as two years. Revenue is recognized over time using a cost progress method
or according to delivered time and materials. Payment terms are normally 30
days after time and materials are delivered. These contracts are reported in the
Services operating segments
The following tables show the revenue from customer contracts by type.
Revenue by country is shown in note 4 (operating segments).
"NPVOUTJO/0,NJMMJPO

Projects - Subsea
Projects - Field Design

2019

2018



8,162



11,814



-57



19,920

Projects - Intra-group revenue
Sum Projects
Services
Total revenue from customer contracts
Note 3 continues on next page



5,096

 



25,016
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Note 3 Revenue cont.

Timing of Revenue

Contract Balances

The performance obligations in customer contracts vary from a few months to
BTMPOHBTåWFZFBST5IFPSEFSCBDLMPHBTPG%FDFNCFS XBT/0,
billion, compared to NOK 35.1 billion the year before. The table below shows the
expected timing of future revenue for ongoing and not yet started performance
obligations at year-end.

The company has recognized the following assets and liabilities related to
DPOUSBDUTXJUIDVTUPNFST

2020

2021

2022

"NPVOUTJO/0,CJMMJPO

Backlog phasing of ongoing performance
obligations
Backlog phasing of performance obligations
not yet started
Total backlog

2023
and
later

Total
backlog

December 31, 2019

December 31, 2018

Trade receivables



3,236

Customer contract assets



3,559



-709

"NPVOUTJO/0,NJMMJPO

Customer contract liabilities

13.4

3.1

1.4

0.3

18.1

1.7

2.3

1.9

1.3

7.3

15.1

5.4

3.3

1.6

25.4

Revenue recognized in 2019 for performance obligations delivered in prior years
due to constraining the revenue was NOK 68 million, compared to NOK 199
million the year before.

Customer contract assets relate to consideration for work completed, but not
yet invoiced at the reporting date. The contract assets are transferred to trade
receivables when the right to payment become unconditional, which usually
occurs when invoices are issued to the customers. Customer contract liabilities
relate to advances from customer for work not yet performed.
The change in contract assets and liabilities relates to the natural progression
of the project portfolio, as well as the current project mix. The amount of NOK
709 million recognized in contract liabilities at the end of prior period has been
recognized as revenue in 2019.
The bad debt provision included in receivables at December 31, 2019 was NOK
64 million, compared to NOK 84 million the year before. No impairment has been
recognized on contract assets.
:LLUV[L for more information about revenue per segment and per country
:LLUV[L for more information about trade and other receivables
:LLUV[L for more information about trade and other payables
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5V[L Operating Segments
Aker Solutions is a global provider of equipment, systems and services to
[OLVPSHUKNHZPUK\Z[Y`;OLVWLYH[PVUZHYLTHUHNLK[OYV\NO]HS\LJOHPU
based delivery centers. Early customer engagement, engineering and
WYVQLJ[L_LJ\[PVUHYLYLWVY[LKPU[OL7YVQLJ[ZZLNTLU[^OLYLHZSPMLVM
ÄLSKVɈLYPUNZHYLYLWVY[LKPU:LY]PJLZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Operating segments are components of the group regularly reviewed by the
chief operating decision maker to assess performance and be able to allocate
SFTPVSDFT5IFHSPVQT$&0 DIJFGFYFDVUJWFPGåDFS JTUIFDIJFGEFDJTJPONBLFS
at Aker Solutions. The accounting principles of the operating segments are the
same as described in this annual report, except for hedge accounting. When
contract revenues and contract costs are denominated in a foreign currency, the
subsidiary hedges the exposure against corporate treasury. Hedge accounting
JTBQQMJFEJOEFQFOEFOUMZPGXIFUIFSUIFIFEHFRVBMJåFTGPSIFEHFBDDPVOUJOH
in accordance with IFRS. The correction of the non-qualifying hedges to secure
UIBUUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTBSFJOBDDPSEBODFXJUI*'34JTNBEF
as an adjustment at the corporate level and reported in the Other segment.
5IJTNFBOTUIBUUIFHSPVQTTFHNFOUSFQPSUJOHSFæFDUTBMMIFEHFTBTRVBMJGZJOH
even though they may not qualify according to IFRS. Transactions between the
segments are based on market prices and eliminated upon consolidation. Aker
4PMVUJPOTIBTBDFOUSBMåOBODFGVODUJPO'JOBODJOHPGUIFWBSJPVTTFHNFOUT
EPFTOPUOFDFTTBSJMZSFæFDUUIFåOBODJBMTUSFOHIUPGUIFJOEJWJEVBMTFHNFOUT
Financial items are therefore presented only for the group as a whole.

7YVQLJ[Z
The Projects segment provides subsea equipment and systems,
FOHJOFFSJOHBOEQSPDVSFNFOUJOBEEJUJPOUPCSPXOåFMENBJOUFOBODF 
NPEJåDBUJPOTBOEIPPLVQ5IFPCKFDUJWFPGUIFTFHNFOUJTUPEFMJWFS
world-class project execution by building excellence in project
management, engineering, fabrication and offshore construction.

Services
Services include maintenance, repair, spares supply, installation and
commissioning of subsea equipment and production assets through
regional service bases. The objective of the segment is to grow a focused
service business and position Aker Solutions to be a key partner of
choice for customers.

6[OLY
The Other segment includes unallocated corporate costs and the effect
of hedges not qualifying for hedge accounting. The Other segment
also include impairments of right-of-use lease assets for certain leases
(onerous lease costs in 2018), as certain lease decisions are taken by
the corporate center. The number of employees in global operations and
åOBODFTVQQPSUGVODUJPOTBSFSFQPSUFEJOUIF0UIFSTFHNFOUXIJMFUIF
related cost is allocated to the segments.
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Note 4 Operation Segments cont.

Segment Performance 2019
"NPVOUTJO/0,NJMMJPO

Note

Projects

Services

Total operating segments

Other

Intra-group elimination

Total

23,106

5,991

  

147

4



166

0

29,263

9

-160

0



 





 

Income statement
External revenue
Inter-segment revenue



Total revenue

1,736

721



-213

0



10, 11

-819

-254



-161

0



10, 11, 12, 18

-80

-68



-157

0











0





Operating income before depreciation, amortization and impairment
Depreciation and amortization
Impairment



Operating income
Assets and Liabilities
Property, plant and equipment

10

1,984

596



485

0

Intangible assets

11

3,393

2,189



128

0



Right-of-use assets

18

783

563



2,282

0



5,038

3,088



2,145

-190



Current operating assets







 



Current operating assets


5,038

3,088



2,145

-190



Current operating liabilities

5,277

2,243



1,970

-190









0



471

460



-611

0

Operating assets



Net current operating assets
$BTIçPX
$BTIæPXGSPNPQFSBUJOHBDUJWJUJFT



Acquisition of property, plant and equipment

10

-308

-237



-54

0



Capitalized development

11

-134

-1



-93

0



Order intake (unaudited)

14,029

5,365

  

297

-71

 

Order backlog (unaudited)

15,887

9,613



0

-102

 

7,737

5,669



2,550

0

 

0UIFSLFZæHVSFT

Own employees (unaudited)

Note 4 continues on next page
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Note 4 Operation Segments cont.

Segment Performance 2018
"NPVOUTJO/0,NJMMJPO

Note

Projects

Services

Total operating segments

Other

Intra-group elimination

Total

19,842

5,095

 

296

0

25,232

Income statement
External revenue

78

2



2

-82

0

  

 



 





1,354

678

2,032

-222

0



10, 11

-497

-164



-78

0



10, 11, 12

-15

-2



-5

0









0



Inter-segment revenue
Total revenue
Operating income before depreciation, amortization and impairment
Depreciation and amortization
Impairment
Operating income



Assets and Liabilities
Property, plant and equipment

10

1,947

546

 

550

0



Intangible assets

11

3,475

2,168



43

0



4,703

2,438



1,612

-83















Current operating assets

4,703

2,438



1,612

-83



Current operating liabilities

5,844

1,744



1,918

-83





 





0





Current operating assets
Operating assets

Net current operating assets
$BTIçPX
$BTIæPXGSPNPQFSBUJOHBDUJWJUJFT

1,544

463

Acquisition of property, plant and equipment

10

-196

-103

Capitalized development

11

-158

-2

-1,087

0





-32

0





-15

0



0UIFSLFZæHVSFT
Order intake (unaudited)

19,642

5,756

 

223

-200



Order backlog (unaudited)

25,014

10,294



0

-159



7,188

5,473



2,044

0



Own employees (unaudited)
Note 4 continues on next page
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Note 4 Operation Segments cont.

Reconciliation of Information on Operating Segments to
0-9:4LHZ\YLZ
2019

2018

22,484

17,400

Deferred tax assets

871

663

Lease receivables

663

0

Other investments

93

79

"NPVOUTJO/0,NJMMJPO

Assets
Total operating segment assets

Other non-current assets

268

84

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

156

218

Interest-bearing receivables
Cash and cash equivalents
Total assets

130

47

1,898

2,473

26,563

20,964

4HQVY*\Z[VTLY
One major customer represented 26.9 percent of total revenue in 2019
QFSDFOU PGXIJDI/0,CJMMJPO /0,CJMMJPO JO
1SPKFDUTBOE/0,CJMMJPO /0,CJMMJPO JO4FSWJDFT"LFS
Solutions has long-term contracts with this customer which is a large
international oil company.

.LVNYHWOPJHS0UMVYTH[PVU
External revenue is presented on the basis of geographical location
of the selling company. Non-current segment assets and capital
expenditures are based on the geographical location of the company
owning the assets.

Non-current
operating assets

Revenue
"NPVOUTJO/0,NJMMJPO

Capital expendiUVSFæYFEBTTFUT

2019

2018

2019

2018

2019

2018

17,354

15,367

6,497

4,121

101

148

Liabilities
Total operating segment liabilities
Non-current borrowings
Non-current lease liabilities



9,424



1,788



0

Pension obligations



572

Deferred tax liabilities



266

22

10

Current borrowings



1,125

Current lease liabilities



0

%FSJWBUJWFåOBODJBMJOTUSVNFOUT



172

 

13,357

Other non-current liabilities

Total liabilities

Norway
UK

3,606

3,695

3,623

2,150

32

26

Malaysia

2,370

907

623

396

64

8

Brazil

2,070

1,755

1,202

1,138

158

39

Angola

1,030

890

154

51

57

6

972

829

512

454

55

19

USA
Brunei

806

711

2

2

1

1

Canada

579

386

65

41

6

9

India

240

254

232

216

13

7

Other countries

237

438

256

199

113

70

29,263

25,232

13,167

8,767

599

331

Total

See note 3 for more information about revenue
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5V[L Personnel Expenses

5V[L6[OLY6WLYH[PUN,_WLUZLZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Personnel expenses include wages, salaries, social security contributions, sick leave,
QBSFOUBMMFBWFBOEPUIFSFNQMPZFFCFOFåUT5IFCFOFåUTBSFSFDPHOJ[FEJOUIFZFBSJO
which the associated services are rendered by the employees.

"NPVOUTJO/0,NJMMJPO

Rental and other cost for land and buildings
*5BOEPGåDFTVQQMJFT

Personnel Expenses
"NPVOUTJO/0,NJMMJPO

2019

2018

Salaries and wages including holiday allowance

8,197

7,419

Social security contribution

1,198

1,103

535

493

70

32

Pension cost
Restructuring cost related to personnel
0UIFSFNQMPZFFCFOFåUT

553

487

Personnel expenses

10,553

9,534

Total number of employees as of December 31

15,956

14,705

Employee Share Purchase Program
Aker Solutions employees were invited to participate in a share purchaes program in
2019 where the employees could buy up to NOK 60,000 of Aker Solutions shares at a 25
percent reduction of cost price in addition to a discount up to NOK 3,000. To encourage
a long-term commitment to the company, a three-year lock-up period was part of the
program. The number of employees that participated in the program in 2019 was 1,387.
Loans to employees related to the share purchase program amounted to NOK 38 million
as of December 31, 2019. There was no share purchase program in 2018.
:LLUV[L for more information about the pension cost and obligation
See note 20 for more information about restructuring provision related to downsizing of personnel

2019

2018

776

1,310

1,135

985

Travel expenses

420

368

External consultants

442

296

Insurance

143

117

Other expenses

104

252

3,020

3,328

Other operating expenses

As a result of implementing IFRS 16, leasing costs are not included
in operating expenses in 2019 in the table above. Leasing costs are
presented in the income statement as depreciation on the right-of-use
assets and interest cost of the lease liability. The remaining cost of NOK
776 million includes short-term and low-value leases not affected by
IFRS 16, as well as service contracts and other costs related to land and
buildings.
:LLUV[L for more information about leasing costs
:LLUV[L for more information about audit fees
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5V[L-PUHUJPHS0UJVTLHUK,_WLUZLZ
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Interest income and expenses include effects from using the effective
interest rate method where fees, interest paid, transaction costs
and other premiums are deferred and amortized over the life of the
instrument. Interest income from lease receivables and interest expense
from lease liabilities are also included after implementing IFRS 16 Leasing
from January 1, 2019.
Foreign exchange gains and losses arise upon settlement of monetary
assets and liabilities that are not hedged. Translation of monetary assets
and liabilities denominated in foreign currencies related to operating
activities such as trade receivables and payables are presented as
operating gains and losses. However, translation of operational monetary
BTTFUTBOEMJBCJMJUJFTJODPVOUSJFTXJUIIZQFSJOæBUJPOBSZPSOPODPOWFSUJCMF
DVSSFODJFTBSFQSFTFOUFEBTåOBODJBMJUFNT5SBOTMBUJPOPGBTTFUTBOE
MJBCJMJUJFTSFMBUFEUPHFOFSBMåOBODJOHPGUIFFOUJUZBSFJODMVEFEBTåOBODJBM
result. Foreign exchange gains and losses also include result from
Corporate Treasury's trading mandate and the effects from translating
monetary assets and liabilities denominated in foreign currencies at the
CBMBODFTIFFUEBUF5IFQSPåUPOGPSFJHOFYDIBOHFGPSXBSEDPOUSBDUT
include effects from derivatives that do not qualify for hedge accounting,
embedded derivatives and the ineffective portion of qualifying hedges.

Financial Income and Expenses
"NPVOUTJO/0,NJMMJPO

2019

2018

Interest income on lease receivables

33

0

Other interest income

24

39

Interest income

57

39

Interest expense on lease liabilities

-237

0

*OUFSFTUFYQFOTFPOåOBODJBMMJBCJMJUJFTNFBTVSFEBUBNPSUJ[FEDPTU

-255

-236

*OUFSFTUFYQFOTFPOåOBODJBMMJBCJMJUJFTNFBTVSFEBUGBJSWBMVF

-16

-32

Interest expense

-508

-268

Net foreign exchange gain (loss)

-107

-30

0

-16

42

27

1SPåU MPTT POGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
0UIFSåOBODFJODPNF
0UIFSåOBODJBMFYQFOTF

-19

-9

/FUPUIFSæOBODFJUFNT

-84

-28

- 535

- 258

/FUæOBODFDPTU

:LLUV[L for more information about lease receivables and liabilities
See note 22 for more information about foreign exchanges losses on Angolan Kwanza in 2019
:LLUV[LÖFORÖMOREÖINFORMATIONÖABOUTÖDERIVATIVEÖÙNANCIALÖINSTRUMENTS
:LLUV[LÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES

43

MENU

AKER SOLUTIONS ANNUAL REPORT 2019 CONSOLIDATED FINANCIAL STATEMENTS

5V[L,HYUPUNZWLY:OHYLHUK+P]PKLUKZ

5V[L Tax

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

The calculation of basic and diluted earnings per share is based on the
income attributable to ordinary shareholders and a weighted average
number of ordinary shares outstanding. Treasury shares are not included
in the weighted average number of ordinary shares. Weighted average
number of diluted and ordinary shares is the same, as the company does
not have any dilutive instruments.

Income tax in the income statement consists of current tax, effect of change
in deferred tax positions and withholding tax. Income tax is recognized in the
income statement except to the extent that it relates to items recognized directly
in equity or in other comprehensive income.

Earnings per Share (EPS)

Income attributable to ordinary shares (NOK million)
Weighted average number of issued ordinary shares
for the year adjusted for treasury shares
Basic and diluted earnings per share (NOK)

2019

2018

41

511

271,427,124

271,532,588

0.15

1.88

Dividends
The Board of Directors has proposed that no dividend payment be
NBEFGPS8IJMF"LFS4PMVUJPOTnåOBODFTXFSFTPMJE XJUIBMJRVJEJUZ
buffer of NOK 6.3 billion at the end of the year, the board considered
it still prudent to exercise caution and conserve cash amid continued
uncertainty about the market outlook.
:LLUV[L for more information about share capital and treasury shares

Current Tax
Current tax is the expected tax payable or receivable on the taxable income
or loss for the year, using tax rates enacted or substantially enacted at the
reporting date that will be paid during the next 12 months. Current tax also
includes any adjustment of taxes from previous years and taxes on dividends
recognized in the year.

Deferred Tax
Deferred tax is recognized for temporary differences between the carrying amounts
PGBTTFUTBOEMJBCJMJUJFTGPSåOBODJBMSFQPSUJOHBOEUIFBNPVOUTVTFEGPSUBYBUJPO
purposes. Deferred tax is measured at the tax rates expected to be applied to
temporary differences when they reverse, based on the laws that have been enacted
or substantively enacted at the reporting date. Deferred tax is not recognized for
HPPEXJMMJEFOUJåFEJOCVTJOFTTDPNCJOBUJPOT%FGFSSFEUBYBTTFUTBOEMJBCJMJUJFTBSF
offset if there is a legally enforceable right to offset current tax liabilities and assets,
and they relate to income taxes levied by the same tax authority. Deferred tax
assets are recognized for unused tax losses, tax credits and deductible temporary
differences. The deferred tax asset is only recognized to the extent it is considered
QSPCBCMFUIBUGVUVSFUBYBCMFQSPåUTXJMMCFBWBJMBCMFUPVUJMJ[FUIFDSFEJUT

>P[OOVSKPUN;H_
Withholding tax and any related tax credits are generally recognized in the
period they are incurred. Withholding tax and related tax credits directly related
to construction contracts are recognized according to the progress of the
construction contract, and follow the same recognition criteria as the underlying
construction contract.
Note 9 continues on next page
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Note 9 Tax cont.

Judgments and Estimates
The group is subject to income taxes in numerous jurisdictions,
and judgment may be involved when determining the taxable
amounts. Tax authorities in different jurisdictions may challenge
calculation of taxes payable from prior periods. In particular,
management judgment is required when assessing valuation
of unused losses, tax credits and other deferred tax assets.
5IFSFDPWFSBCJMJUZJTBTTFTTFECZFTUJNBUJOHUBYBCMFQSPåUTJO
future years taking into consideration also expected changes
in temporary differences. The discounted amount from these
QSPåUTJTDPNQBSFEUPCPPLWBMVFPGUIFUBYBTTFUT

Income Tax Expense
"NPVOUTJO/0,NJMMJPO

2019

2018

165

159

Current income tax
Current year
Adjustments for prior years

20

3

Total current income tax

185

162

-141

114

Deferred income tax

5IFFTUJNBUFPGGVUVSFUBYBCMFQSPåUTJTTFOTJUJWFUPGVUVSF
market development for the projects and services of Aker
4PMVUJPOT'PSFDBTUTBSFCBTFEPOåSNPSEFSTJOUIFCBDLMPH
BOEJEFOUJåFEQSPTQFDUTJOBEEJUJPOUPFYQFDUFETFSWJDF
revenue. Changes in the assumptions related to the expected
QSPTQFDUTBOETFSWJDFTDBOIBWFBTJHOJåDBOUJNQBDUPOUIF
GPSFDBTUFEDBTIæPXT&DPOPNJDDPOEJUJPOTNBZDIBOHFBOE
lead to a different conclusion regarding recoverability, and such
changes may effect future reporting periods.

Origination and reversal of temporary differences
Write down of tax loss carry-forwards and deferred tax assets
Change in tax rates1
Adjustment for prior periods
Total deferred income tax
Total income tax

34

20

4

-22

6

-35

-98

76

87

238

1) Includes the effect of change in tax rate from 19 to 17 percent in 2020 in UK and the tax rate from 35 to 29 percent in India from
April 1, 2019.

Taxes in OCI and Equity
"NPVOUTJO/0,NJMMJPO

$BTIæPXIFEHFT EFGFSSFEUBY

2019

2018

7

2

3FNFBTVSFNFOUPGEFåOFECFOFåUQFOTJPOQMBOT

-24

-12

Deferred tax income in OCI

-17

-9

Restatement of taxes related to prior years

51

0

Current tax cost in equity

51

0

Note 9 continues on next page
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Note 9 Tax cont.

,ɈLJ[P]L;H_9H[L
The table below reconciles the tax expense as if the Norwegian tax rate of 22 percent was applied.
2019

"NPVOUTJO/0,NJMMJPO

2018

Income before tax
Income tax when applying Norwegian tax rate of 22 percent (23 percent in 2018)

170
37

22.0%

792
182

23.0%

Tax effects of:
Effect of different tax rates
Non-deductible expenses
Effect of withholding tax
Effect of tax incentives
Current tax adjustments related to prior years

-8
72
-55
-16
20

-4.9%
42.4%
-32.2%
-9.6%
11.8%

15
11
101
-18
3

1.8%
1.4%
12.7%
-2.2%
0.3%



3.3%

-35

-4.4%


34
4
-5
87


19.8%
2.1%
-3.1%
51.3%

-22

-2.8%

20
-22
3
238

2.5%
-2.8%
0.4%
30.0%

Deferred tax adjustments related to prior years
Previously unrecognized tax losses used to reduce payable tax
Write down of deferred tax assets
Impact of change in tax rate
Other
Income tax and effective tax rate

Recognized Deferred Tax Assets and Liabilities
Assets

Liabilities

Net

"NPVOUTJO/0,NJMMJPO

2019

2018

2019

2018

2019

2018

Property, plant and equipment
Pensions
Projects under construction
Tax loss carry-forwards
Intangible assets
Provisions
Derivatives
Tax credits and other
Total before offsetting
Offsetting
Total

29
131
5
901
3
194
0
235
1,498
-628
871

14
116
88
991
0
188
4
924
2,324
-1,661
663

-111
0
-423
0
-197
-40
-1
-123
-897
628
-269

-108
0
-1,594
0
-239
-11
0
25
-1,926
1,661
-266

-82
131
-419
901
-195
154
-1
112
602
0
602

-94
116
-1,505
991
-239
177
4
949
398
0
398

Note 9 continues on next page
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Note 9 Tax cont.

*OHUNLPU5L[9LJVNUPaLK+LMLYYLK;H_(ZZL[ZHUK3PHIPSP[PLZ
Property, plant
and equipment

Pensions

Projects under
construction

Tax loss
carry- forwards

Intangible
assets

Provisions

Derivatives

Tax credits
and other

Total

Balance as of December 31, 2017
Effect of implementing IFRS 15
Adjusted balance as of January 1, 2018
3FDPHOJ[FEJOQSPåUBOEMPTT
Recognized in other comprehensive income (OCI)
Prepaid withholding tax
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2018

-83
0
-83
-24
0
0
13
0
-94

113
0
113
-8
12
0
0
0
116

-1,643
86
-1,557
50
0
0
0
2
-1,505

1,073
0
1,073
-73
0
0
0
-9
991

-257
0
-257
15
0
0
0
3
-239

253
0
253
-76
0
0
7
-6
177

54
-54
1
1
-2
0
0
5
4

887
887
39
0
44
-20
-1
949

395
32
427
-76
9
44
0
-7
398

Effect of implementing IFRS 16
Adjusted balance as of January 1, 2019
3FDPHOJ[FEJOQSPåUBOEMPTT
Recognized in other comprehensive income (OCI)
Recognized in equity (revaluation related to prior year)
Prepaid withholding tax
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2019

0
-94
14
0
0
0
0
-2
-82

0
116
-9
24
0
0
0
0
131

0
-1,505
1,103
0
-15
0
0
-2
-419

0
991
-152
0
0
0
63
0
901

0
-239
44
0
0
0
0
0
-195

0
177
-23
0
0
0
0
-1
154

0
4
0
-7
0
0
0
1
-1

90
1,040
-883
0
-23
61
-63
-20
112

90
488
96
17
-39
61
0
-23
601

"NPVOUTJO/0,NJMMJPO

;H_3VZZ*HYY`-VY^HYKZNYVZZHTV\U[Z
"NPVOUTJO/0,NJMMJPO

Norway
Europe excluding Norway
North America
South America
"TJB1BDJåD
Total

Unrecognized Deferred Tax Assets (gross amounts)

Expiry within 5
years

Expires within
5-20 years

*OEFæOJUF

Total

"NPVOUTJO/0,NJMMJPO

0
142
49
0
0
191

0
0
784
0
746
1,531

1,541
461
0
580
166
2,749

1,541
603
834
580
913
4,470

Norway
Europe excluding Norway
North America
South America
"TJB1BDJåD
Total

:LLUV[L for more information about IFRS 16 Leasing
See note 20 for more information about contingent tax claims

Unrecognized tax loss
carry-forwards

Unrecognized
other tax assets

0
22
0
0
651
673

109
0
0
0
0
109
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5V[L Property, Plant and Equipment
Property, Plant and Equipment
;OLTHQVYP[`VMWYVWLY[`WSHU[HUKLX\PWTLU[YLSH[LZ[VZ\IZLHTHU\MHJ[\YPUN
WSHU[ZHUKZLY]PJLIHZLZPU5VY^H`)YHaPS4HSH`ZPH[OL<:HUK[OL<2-P_LK
HZZL[ZHSZVPUJS\KLM\YUP[\YLHUKÄ[[PUNZPUVɉJLI\PSKPUNZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Property, plant and equipment (PPE) are stated at cost less accumulated
depreciation and impairment losses. Components of property, plant and equipment
with different useful lives are accounted for separately. Assets are normally
EFQSFDJBUFEPOBTUSBJHIUMJOFCBTJTPWFSUIFJSFYQFDUFEFDPOPNJDMJWFTBTGPMMPXT


.BDIJOFSZBOEFRVJQNFOUZFBST



#VJMEJOHTZFBST



-BOE/PEFQSFDJBUJPO

Impairment triggers are assessed quarterly and impairment testing is performed
XIFOUSJHHFSTIBWFCFFOJEFOUJåFE#PSSPXJOHDPTUTBSFDBQJUBMJ[FEBTQBSUPGUIF
DPTUPGUIFBTTFUXIFOTJHOJåDBOU5IFDPTUPGTFMGDPOTUSVDUFEBTTFUTJODMVEFT
the cost of materials, direct labor, production overheads and borrowing cost.

Judgment and Estimates
Judgment is involved when determining the depreciation period and when
assessing impairment or reversal of impairment. Impairment is assessed
for individual assets and for cash generating units. The impairment testing
JOWPMWFTKVEHNFOUBMBTTVNQUJPOTBCPVUGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT 
determination of weighted average cost of capital (WACC), growth rate and other
assumptions that may change over time.

Commitments
Aker Solutions has entered into contractual commitments for the acquisition of
property, plant and equipment amounting to NOK 324 million as of December
31, 2019, of which 314 expire in 2020. Contractual commitments were NOK 233
million per December 31, 2018.
:LLUV[L for more information about impairment testing
:LLUV[L for more information about PPE being held as security for borrowings
:LLUV[Lfor more information about right-of-use lease assets

"NPVOUTJO/0,NJMMJPO

Buildings
and sites1

Machinery and
equipment

Under
construction

Total

1,851
6
-21
-35
-79
1,722
5
26
-18
-3
1,731

5,548
34
179
-79
43
5,724
71
280
-53
15
6,037

181
291
-176
0
5
301
524
-312
0
-1
511

7,580
331
-19
-114
-31
7,747
599
-6
-71
10
8,279

-436
-54
-5
3
-21
-3
-516
-34
-549
-53
-9
13
0
-10
-608

-3,812
-417
-2
72
40
-52
-4,171
0
-4,171
-416
-37
47
0
-12
-4,590

-15
0
0
0
0
-1
-16
0
-16
0
0
0
0
0
-16

-4,263
-471
-7
75
19
-55
-4,703
-34
-4,736
-469
-46
59
0
-22
-5,213

1,206
1,123

1,553
1,447

285
495

3,044
3,065

Historical cost
Balance as of December 31, 2017
Additions
3FDMBTTJåDBUJPOTGSPNBTTFUTVOEFSDPOTUSVDUJPO
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2018
Additions
3FDMBTTJåDBUJPOTGSPNBTTFUTVOEFSDPOTUSVDUJPO
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2019
Accumulated depreciation and impairment
Balance as of December 31, 2017
Depreciation for the year
Impairment
Disposals and scrapping
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2018
Effect of implementing IFRS 16 Leasing2
Balance as of January 1, 2019
Depreciation for the year
Impairment
Disposals and scrapping
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2019
Book value as of December 31, 2018
Book value as of December 31, 2019

1) There were no assets held for sale included in buildings and sites as of December 31, 2019 (same as in 2018).
 5IF*'34BEKVTUNFOUSFMBUFUPEJMBQJEBUJPOTUIBUBSFSFDMBTTJåFEGSPNQSPQFSUZ QMBOUBOEFRVJQNFOUUP306BTTFUT
upon implementing IFRS 16.
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5V[L Intangible Assets
;OLYLZLHYJOHUKKL]LSVWTLU[9 +WYVNYHTZH[(RLY:VS\[PVUZHYLJSVZLS`
TVUP[VYLKPUVYKLY[VZLJ\YL[OLKLZPYLK[LJOUVSVNPJHSHJOPL]LTLU[ZPU[PTLHUKH[
HJJLW[HISLJVZ[SL]LSZ9 +WYVNYHTZ[OH[TLL[JLY[HPUJYP[LYPHHYLJHWP[HSPaLKHUK
HTVY[PaLKV]LY[OLL_WLJ[LK\ZLM\SSPML;OLTHQVYP[`VM[OLJHWP[HSPaLKKL]LSVWTLU[
PU ^HZYLSH[LK[VKPNP[HSKL]LSVWTLU[WYVNYHTZ0U[HUNPISLHZZL[ZHSZVPUJS\KL
NVVK^PSSHUKV[OLYHZZL[ZPKLU[PÄLKPUWYL]PV\ZTLYNLYZHUKHJX\PZP[PVUZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Capitalized Development
The technology development at Aker Solutions is graded according to a Technology
Readiness Level (TRL) consisting of eight phases. Research and development
costs are expensed as incurred until a program has completed the concept phase.
Development cost is only capitalized if the product or process is technically and
commercially feasible and the business case shows a positive net present value.
Capitalized development mainly includes internal labor costs in addition to materials
for the development program. Any third-party funding is presented as a reduction of
UIFDBQJUBMJ[FEBNPVOU5IFDBQJUBMJ[FEEFWFMPQNFOUJTOPSNBMMZBNPSUJ[FEPWFSåWF
years on a straight-line basis, but certain programs with a clear differentiating offering
BOEBMPOHFSFDPOPNJDCFOFåUNBZCFBNPSUJ[FEVQUPTFWFOZFBST'PSEFWFMPQNFOU
projects in progress, a full impairment test is performed annually or when impairment
JOEJDBUPSTBSFJEFOUJåFE"TTFUTBSFXSJUUFOEPXOUPSFDPWFSBCMFBNPVOU JGMPXFSUIBO
book value.

Goodwill
(PPEXJMMSFQSFTFOUTUIFDPOTJEFSBUJPOQBJEJOFYDFTTPGJEFOUJåBCMFBTTFUTBOE
MJBCJMJUJFTJOCVTJOFTTDPNCJOBUJPOT(PPEXJMMIBTBOJOEFåOJUFVTFGVMMJGFBOEJTUFTUFE
GPSJNQBJSNFOUBOOVBMMZ PSXIFOJNQBJSNFOUJOEJDBUPSTBSFJEFOUJåFE

6[OLY
Other intangible assets include IT systems and technology development acquired
through business combinations.

Judgments and Estimates
The decision to capitalize a development program involves management
KVEHNFOU5IFSFBSFTUSJDUJOUFSOBMSVMFTEFåOJOHXIBURVBMJåFTGPS
capitalization, and the documentation of the assessment is monitored
centrally. Management makes assessment of future market opportunities,
ability to successfully achieve the desired technological solution and the
time and cost it takes to develop it. These factors may change over time.
Judgment is involved when determining the amortization period and
when assessing impairment or reversal of impairment. Impairment
indicators are assessed for individual development projects, other
intangible assets and for cash generating units as a whole, including
goodwill. Impairment testing is performed when impairment indicators
IBWFCFFOJEFOUJåFE*OBEEJUJPO HPPEXJMMBOEDBQJUBMJ[FEEFWFMPQNFOU
programs that have not been completed are subject to an annual
impairment test. The impairment testing involves judgmental assumptions
BCPVUGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT EFUFSNJOBUJPOPGXFJHIUFE
average cost of capital (WACC), growth rate and other assumptions that
may change over time.
Note 11 continues on next page
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Note 11 Intangible Assets cont.

Intangible Assets
Capitalized
development

Goodwill

Other

Total

2,664

4,283

342

7,289

1

Additions from internal development

174

0

0

174

3FDMBTTJåDBUJPOTCFUXFFODBUFHPSJFT

20

0

-20

0

"NPVOUTJO/0,NJMMJPO

Historical cost

Assets fully written down, no longer in use
Currency translation differences
Balance as of December 31, 2018

Goodwill

Other

Total

Balance as of December 31, 2017

-1,288

-3

-184

-1,475

Amortization for the year

-233

0

-35

-268

-15

0

0

-15

Impairment

-26

0

0

-26

3FDMBTTJåDBUJPOTCFUXFFODBUFHPSJFT

-6

0

6

0

13

-26

-2

-15

Assets fully written down, no longer in use

26

0

0

26

2,845

4,258

319

7,422

Additions from internal development1

228

0

0

228

3FDMBTTJåDBUJPOTCFUXFFODBUFHPSJFT

31

0

-25

6

Assets fully written down, no longer in use

-2

0

0

-2

Balance as of December 31, 2019

Capitalized
development

Accumulated amortization and impairment

Balance as of December 31, 2017

Currency translation differences

"NPVOUTJO/0,NJMMJPO

40

66

6

112

3,142

4,324

300

7,767

Currency translation differences

-7

3

-1

-5

-1,523

0

-214

-1,737

-263

0

-35

-298

-2

0

0

-2

-14

0

14

0

0

0

0

0

-16

0

-4

-21

-1,818

0

-239

-2,057

Book value as of December 31, 2018

1,323

4,258

105

5,685

Book value as of December 31, 2019

1,324

4,324

61

5,710

Balance as of December 31, 2018
Amortization for the year
Impairment
3FDMBTTJåDBUJPOTCFUXFFODBUFHPSJFT
Assets fully written down, no longer in use
Currency translation differences
Balance as of December 31, 2019

1) Development cost funded by third-party totaled NOK 130 million in 2019 (NOK 85 million in 2018).

9LZLHYJOHUK+L]LSVWTLU[,_WLUZLZ
The research and development expenses amounted to NOK 81 million in 2019
compared to NOK 52 million in 2018.
:LLUV[L for more information about impairment testing
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5V[L Impairment of Assets
0TWYV]LTLU[TLHZ\YLZHJYVZZ[OLPUK\Z[Y`OH]LSV^LYLK[OLIYLHRL]LUJVZ[ZMVYVPSHUKNHZPUZ[HSSH[PVUZ
^P[OJHZOÅV^YL[\YUPUN[VVWLYH[VYZ;OLV]LYHSSTHYRL[M\UKHTLU[HSZYLTHPULKZ\WWVY[P]LOV^L]LY
[OLYLPZOPNOLY]VSH[PSP[`HUKNLVWVSP[PJHS\UJLY[HPU[PLZJVTWHYLK[VYLJLU[`LHYZ;OLHZZL[ZH[(RLY
:VS\[PVUZOH]LILLUHZZLZZLKMVYPTWHPYTLU[VUHUPUKP]PK\HSIHZPZHUKHZWHY[VMJHZONLULYH[PUN\UP[Z
;OLPTWHPYTLU[[LZ[PUNVM[OLHZZL[ZYLZ\S[LKPUPTWHPYTLU[SVZZLZVM562TPSSPVUMVYPU[HUNPISLHZZL[Z
562TPSSPVUMVYWYVWLY[`WSHU[HUKLX\PWTLU[HUK562TPSSPVUMVYYPNO[VM\ZLSLHZLHZZL[ZPU 

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Individual Assets
Each property, plant, equipment and right-of-use asset is assessed for impairment triggers every quarter to identify assets
that are damaged, no longer in use or will be disposed. Capitalized development is assessed for impairment triggers
every quarter to identify development programs where the technological development or commercial outlook for that
TQFDJåDUFDIOPMPHZOPMPOHFSKVTUJGZUIFCPPLWBMVF$BQJUBMJ[FEEFWFMPQNFOUQSPHSBNTUIBUIBWFOPUCFFODPNQMFUFE
are subject to annual impairment testing. The impairment testing of capitalized development include update of the future
FYQFDUFEDBTIæPXT BTTFTTJOHTUBUVTPOUFDIOJDBMBDIJFWFNFOUTBOESFWJFXJOHDPTUJODVSSFEDPNQBSFEUPCVEHFUJO
order to identify if any of the capitalized cost should be expensed. The assets are written down to recoverable amount, if
lower than book value. Reversal of impairment is assessed quarterly for assets previously impaired.

(ZZL[ZPUH*HZO.LULYH[PUN<UP[*.<
Impairment indicators are assessed for all assets as part of a cash generating unit (CGU) every quarter. A CGU represents
the lowest level of independent revenue generated by the assets. This is usually the lowest level where a separate
external market exists for the output from the CGU. Impairment indicators are reviewed for all assets with assessment of
market conditions, technological development, change in order backlog, change in discount rate and other elements that
may impact the value of the assets in the CGU. Assets are usually tested using the value-in-use approach determined by
EJTDPVOUJOHFYQFDUFEGVUVSFDBTIæPXT5IFJNQBJSNFOUUFTUIBTCFFODPNQMFUFEXJUIPVUJODMVEJOHUIFFGGFDUTGSPN*'34
16, hence using the measurement principles for leasing as under IAS 17. Impairment losses are recognized for assets in
CGUs where the recoverable amount is lower than book value.

Goodwill
The groups of CGUs that include goodwill are aligned with the operating segments in the company. These are tested for
JNQBJSNFOUBOOVBMMZPSXIFOJNQBJSNFOUUSJHHFSTIBWFCFFOJEFOUJåFE5IFDPNQBOZEPFTOPUIBWFPUIFSBTTFUTUIBO
HPPEXJMMXJUIJOEFåOJUFVTFGVMMJWFT
Note 12 continues on next page
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Note 12 Impairment of Assets cont.

Judgments and Estimates
The impairment testing of assets is by nature highly judgmental as it includes
FTUJNBUFTTVDIBTGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT EFUFSNJOBUJPOPG8"$$ 
growth rate used for calculation of terminal value and other assumptions that may
DIBOHFPWFSUJNF*OQBSUJDVMBS GVUVSFDBTIæPXTBSFVODFSUBJOBTUIFZBSFJNQBDUFE
by market developments beyond Aker Solutions' control. The oil price impacts the
investment levels in capex and maintenance projects by the oil companies. This in
turn impacts the markets in which Aker Solutions operates.

KVTUJåFEUIFWBMVF*OUPUBM /0,NJMMJPOSFMBUFEUPDBQJUBMJ[FEEFWFMPQNFOU
was impaired, compared to NOK 15 million in the prior year. The impairment
POJOEJWJEVBMNBDIJOFT GVSOJUVSFBOEåUUJOHTXBT/0,NJMMJPODPNQBSFEUP
NOK 7 million in the prior year. In addition, the impairment of right-of-use assets
XBT/0,NJMMJPO5IFWBMVFJOVTFNFUIPEXBTVTFEGPSåYFE JOUBOHJCMF
and right-of-use assets. The table below shows how the impairment was split
between the different operating segments.
Projects

*HZOÅV^(ZZ\TW[PVUZ
'PVSZFBSDBTIæPXTJOUIFQFSJPEUPQSPKFDUFEGSPNUIFGPSFDBTUBOE
strategy process, approved by management and the Board of Directors in 2019,
IBWFCFFOVTFEBTCBTJTGPSUIFFTUJNBUFTPGGVUVSFDBTIæPXT5IFGPSFDBTUTBSF
CBTFEPOåSNPSEFSTJOUIFCBDLMPHBOEJEFOUJåFEQSPTQFDUTJOBEEJUJPOUPFYQFDUFE
TFSWJDFSFWFOVF.BOBHFNFOUIBTEFåOFEUIFHSPXUISBUF QPTUUBYEJTDPVOUSBUF
BOEFTUJNBUFEGVUVSFDBTIæPXTBTUIFNPTUTFOTJUJWFBTTFTTNFOUJOUIFWBMVFJOVTF
DBMDVMBUJPO5IFGPSFDBTUFEDBTIæPXTVTFEJOUIFJNQBJSNFOUUFTUTSFæFDUPSHBOJD
growth only. Other parameters in the assessment are the predicted long-term oil
price per barrel, mix of projects and services, level of operating expenses and capital
expenditure for maintenance of the asset portfolio.

+PZJV\U[HUK.YV^[O9H[L
&TUJNBUFEGVUVSFDBTIæPXTBSFEJTDPVOUFEUPUIFJSQSFTFOUWBMVFVTJOHUIFXFJHIUFE
average cost of capital (WACC), which is a post-tax discount rate. The WACC is based
on a risk free interest rate, a risk premium and average beta values of peers within
each market. A separate WACC has been calculated for each of the CGUs taken into
DPOTJEFSBUJPODPVOUSZTQFDJåDSJTLQSFNJVNTBOEMPOHUFSNSJTLGSFFJOUFSFTUSBUFT"
growth rate has been applied to calculate terminal value after the four-year period.

Impairment Testing of Individual Assets
When reviewing the individual capitalized developments certain development
QSPHSBNTXFSFJEFOUJåFEXIFSFUIFUFDIOPMPHZPSDPNNFSDJBMPVUMPPLOPMPOHFS

"NPVOUTJO/0,NJMMJPO

Impairment of intangible assets
Impairment of property, plant
and equipment
Impairment of right-of-use
assets
Total impairment

Services

Other

Total

2019

2018

2019

2018

2019

2018

2019

2018

2

15

0

0

0

0

2

15

25

0

14

2

7

5

46

7

53

0

54

0

150

0

257

0

80

15

68

2

157

5

304

22

Impairment Testing of Assets in CGUs
$(6TJEFOUJåFEGPSUFTUJOHåYFEBOEJOUBOHJCMFBTTFUTBSFVTVBMMZBQMBOUPSB
HSPVQPGQMBOUTXIJDIBSFEFFNFEUPQSPEVDFJOEFQFOEFOUDBTIJOæPXT/P
impairment losses were recognized as a result of the impairment testing of
assets in CGUs based on the value-in-use method. Various sensitivity analysis
GPSDIBOHFJOGVUVSFDBTIæPXT HSPXUISBUFBOE8"$$IBWFCFFOQFSGPSNFE
for the CGUs with limited headroom in the impairment testing. The results from
the analysis support the conclusion from the test that no impairment should be
recognized. The group is continuously monitoring the market development and
XJMMQFSGPSNJNQBJSNFOUUFTUJOHJGGVSUIFSJNQBJSNFOUUSJHHFSTBSFJEFOUJåFE
One CGU with net assets of NOK 480 million is sensitive for impairment. The
WACC used in the impairment testing was 11 percent and the growth rate was
5 percent. The WACC can be increased to 13.4 percent, the growth rate can
CFSFEVDFEUPQFSDFOUBOEUIFGSFFDBTIæPXTDBOCFSFEVDFECZPWFS
percent without triggering an impairment.
Note 12 continues on next page
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Note 12 Impairment of Assets cont.

Impairment Testing of Goodwill
5IFHSPVQTPG$(6TJEFOUJåFEXIFOUFTUJOHHPPEXJMMSFQSFTFOUUIF
operating segments of Aker Solutions (Projects and Services) as this is
the level where synergies are expected and goodwill is monitored. The
goodwill in the two operating segments are shown in the following table.
"NPVOUTJO/0,NJMMJPO

Projects

2019

2018

2,152

2,117

Services

2,173

2,141

Total goodwill as of December 31

4,324

4,258

The WACC used in the impairment testing of goodwill is shown below.
2019
"NPVOUTJO/0,NJMMJPO

Projects
Services

2018

Post-tax
WACC

Pre-tax
WACC

Post-tax
WACC

Pre-tax
WACC

8.6%
8.8%

11.0%
11.5%

9.3%
9.5%

12.2%
14.3%

Assumptions
A post-tax value-in-use method was used, with pre-tax rates
calculated using an iterative method for illustration purposes only.
5IFGPSFDBTUFEDBTIæPXTBSFCBTFEPOåSNPSEFSTBOEBOFYQFDUFE
share of new contracts. When determining the terminal value, a
growth rate of 1.5 percent has been used for both Services and
Projects. The annual impairment testing of goodwill did not result in
any impairment losses.

Sensitivities
The impairment testing is affected by changes in the long-term oil price
as it will impact the expected order intake. The testing is also afftected
by changes in the discount rate, growth rates, and the ability of Aker
4PMVUJPOTUPTFDVSFQSPKFDUTBTGPSFDBTUFEJOUIFDBTIæPX QSPEVDU
mix and cost levels. Multiple sensitivity tests have been run on the
key assumptions in the value-in-use calculation to address the current
uncertainty in the oil service market. In the sensitivity testing we have
assessed the impact on the value-in-use calculation when applying the
GPMMPXJOHDIBOHFTUPUIFLFZBTTVNQUJPOT


Decrease in long-term growth rate to zero



Increase in post-tax discount rate by 2 percentage points



"QFSDFOUEFDSFBTFJOGPSFDBTUFEGSFFDBTIæPXTEVSJOHUIF
four year period from 2020 to 2023, including the teminal value

See note 10 for more information about property, plant and equipment
See note 11 for more information about intangible assets
See note 18 for more information about right-of-use lease assets
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5V[L Inventories
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Inventories are measured at the lower of cost and net realizable value.
Net realizable value is the estimated selling price in the ordinary course
of business less selling expenses and the estimated cost to complete the
inventory. The cost of inventories is based on the weighted average cost.

Inventories
"NPVOUTJO/0,NJMMJPO

2019

2018

366

326

3

0

3BXNBUFSJBMTBOETFNJåOJTIFEHPPET
Finished goods

Judgments and Estimates

Total

369

326

The assessment of obsolete and slow-moving inventory in order to
determine inventory write-downs is subject to management judgment.
The selling price in the market has to be estimated, and there is a risk
that the actual selling price may turn out to be different than the amount
estimated by management.

Inventories at cost

548

556

Inventory write-downs to net realizable value

-179

-230

Total

369

326

Balance of January 1

326

428

Purchase of inventory
Recognized as expense

1,460

1,360

-1,401

-1,437

-73

-54

57

39

Write down for obsolete inventory
Reversal of write down for obsolete inventory
Currency translation differences
Total

There are no securities pledged over inventories.

0

-10

369

326
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5V[L*\Z[VTLY*VU[YHJ[(ZZL[ZHUK6[OLY9LJLP]HISLZ
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

Bad Debt Provision

Trade and other receivables are recognized at the original invoiced amount, less impairment
losses. The invoiced amount is considered to be approximately equal to the value derived if
the amortized cost method would have been used. Impairment losses are estimated based
on the expected credit loss method (ECL) for trade receivables, contract assets (with or
XJUIPVUBTJHOJåDBOUåOBODJOHDPNQPOFOU BOEPUIFSSFDFJWBCMFT

2019

2018

Balance as of January 1



-94

Provisions made during the year



-4

32

15

"NPVOUTJO/0,NJMMJPO

Provisions reversed during the year

0

-2



-85

"NPVOUTJO/0,NJMMJPO

2019

2018

Not due

Judgments and Estimates

Currency translation differences

Judgment is involved when determining the impairment losses on doubtful receivables.
The impairment is based on individual assessments of each customer and default risk
in the industry and the country in which the customer operates. The customers of Aker
Solutions are mainly large, international oil companies with low credit risk.

Balance as of December 31

Aging of Trade Receivables

*\Z[VTLY*VU[YHJ[(ZZL[ZHUK6[OLY9LJLP]HISLZ



2,868

Past due 0-30 days



265

"NPVOUTJO/0,NJMMJPO

2019

2018

Past due 31-90 days



72

Trade receivables

 

2,725

Past due 91 days to one year



41



73



3,319

Trade receivables, related parties



594

Past due more than one year

Less provision for impairment of receivables

Total



-84

Trade receivables, net



3,236

Customer contract assets



3,559



93

Customer contract assets and other receivables



3,652

Total

8,028

6,887

Other receivables

See note 3 for more information about customer contract assets and receivables
See note 22 for more information about credit risk
:LLUV[L FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIESÖANDÖ)&23ÖÖIMPLEmentation effects
:LLUV[L for more information about receivables to related parties
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5V[L*HZOHUK*HZO,X\P]HSLU[Z

5V[L Equity

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

:OHYL*HWP[HS

Cash and cash equivalents include cash on hand, demand
deposits in banks and other short-term highly liquid deposits
with original maturity of three months or less.

Aker Solutions ASA was founded May 23, 2014 with a nominal share
capital of NOK 293,807,940 through the issuance of 272,044,389 shares.
The total number of outstanding shares is 272,044,389 at par value NOK
1.08 per share as of December 31, 2019. All issued shares are fully paid.
Aker Solutions ASA has one class of shares, ordinary shares, with equal
rights for all shares. The holders of ordinary shares are entitled to receive
dividends and are entitled to one vote per share at general meetings.

*HZOHUK*HZO,X\P]HSLU[Z
"NPVOUTJO/0,NJMMJPO

2019

2018



1,258

Other cash at banks



1,215

Total

 

2,473

Cash pool

Available Liquidity
Additional undrawn committed non-current bank revolving
credit facilities amounted to NOK 4.4 billion, compared to
NOK 5 billion in the prior period. Together with cash and cash
equivalents, this gives a total liquidity buffer of NOK 6.3 billion,
compared to NOK 7.5 billion in prior year.

;YLHZ\Y`:OHYLZ
Aker Solutions purchase its own shares (treasury shares) to meet the
obligations under the employee share purchase program. Repurchase
of share capital is recognized at cost as a reduction in equity and is
DMBTTJåFEBTUSFBTVSZTIBSFT/PHBJOPSMPTTJTSFDPHOJ[FEJOUIFJODPNF
statement upon sale of treasury shares.
"NPVOUTJO/0,NJMMJPO

Treasury shares as of December 31, 2018
Purchase
Sale

:LLUV[Lfor more information about borrowings
See note 22 for more information about cash restrictions
and the cash pool arrangement
See note 23 for more information about capital management

Treasury shares as of December 31, 2019

Number of shares

Consideration



16

2,300,000

51



-64



2

Hedging Reserve
In the equity table, the hedge reserve mainly relates to effects of currency
DBTIæPXIFEHFTUIBUBSFOPUZFUSFDPHOJ[FEJOUIFJODPNFTUBUFNFOU
The hedging effects are recognized in the income statement according to
the progress of the underlying customer contract.
Note 16 continues on next page
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Note 16 Cash and Cash Equivalents cont.

5V[L Borrowings

Translation Reserve
In the equity table, the currency translation reserve includes foreign
exchange differences arising from the translation of the subsidiaries into
UIFQSFTFOUBUJPODVSSFODZPGUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT

Pension Reserve
*OUIFFRVJUZUBCMF UIFEFåOFECFOFåUQMBOBDUVBSJBMHBJOTBOEMPTTFT
SFTFSWFJODMVEFTSFNFBTVSFNFOUPGUIFOFUEFåOFECFOFåUMJBCJMJUZ 
which comprise actuarial gains and losses and the return on plan assets
(excluding interest).
See note 2 for more information about currency translation of subsidiaries
:LLUV[L for more information about the pension obligation
:LLUV[L for more information about hedging

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Interest-bearing borrowings are recognized initially at fair value less
transaction costs. Subsequent to initial recognition, interest-bearing
borrowings are stated at amortized cost with any difference between cost
and redemption value being recognized in the income statement over the
period of the borrowings on an effective interest basis.

Norwegian Bonds
The group has two bond loans listed on the Oslo Stock Exchange
denominated in Norwegian Kroner. The bond of NOK 1,500 million
matures on July 25, 2022 and the bond of NOK 1,000 million matures on
+VOF 5IFJOUFSFTUSBUFGPSCPUICPOETJTUISFFNPOUITæPBUJOH
JOUFSCBOLSBUF /*#03 QMVTBQSFEFåOFENBSHJO5SVTUFFTFSWJDFTBSF
provided by Nordic Trustee and the loan documentation is based on
Nordic Trustee's standard loan agreement for bond issues. The bond
loans are unsecured on a negative pledge basis and includes no dividend
restrictions. Aker Solutions' strategy is to have between 30-50 percent of
CPSSPXJOHTBUåYFEJOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUIæPBUJOH
JOUFSFTUSBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTCZNFBOTPGJOUFSFTU
SBUFEFSJWBUJWFTUPNBJOUBJOUIFEFTJSFETQMJUCFUXFFOåYFEBOEæPBUJOH
interest rates.
Note 17 continues on next page
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Note 17 Borrowings cont.

Bonds and Borrowings
2019
Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest coupon

Maturity date
(mm/dd/yy)

Interest terms

ISIN NO 0010814213

NOK

1,500

1,503

1.80%

3.15%

4.95%

07/25/22

'MPBUJOH . åYNBSHJO

ISIN NO 0010853286

NOK

1,000

993

1.84%

3.00%

4.84%

06/03/24

'MPBUJOH . åYNBSHJO

"NPVOUTJO/0,NJMMJPO

Total bond1

2,496

Revolving credit facility (NOK 5,000 million)2

NOK

600

582

1.87%

1.10%

2.97%

03/19/23

NIBOR + Margin3

Brazilian Bank loans4

BRL

190

415

8.62%

0.00%

8.62%

2020-2024

Fixed, periodically

Other borrowings

4

Total borrowings

3,497

Current borrowings

217

Non-current borrowings

3,280

Total borrowings

3,497

2018
Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest coupon

Maturity date
(mm/dd/yy)

Interest terms

ISIN NO 0010661051

NOK

1,000

1,011

1.05%

4.20%

5.25%

10/09/19

'MPBUJOH . åYNBSHJO

ISIN NO 0010814213

NOK

1,500

1,497

1.10%

3.15%

4.25%

07/25/22

'MPBUJOH . åYNBSHJO

"NPVOUTJO/0,NJMMJPO

Total bond1

2,508

Revolving credit facility (NOK 5,000 million)2
4

Brazilian Development Bank loans

NOK

0

-25

0.00%

1.10%

1.10%

03/19/23

NIBOR + Margin3

BRL

188

425

9.41%

0.00%

9.41%

2019-2024

Fixed, periodically

Other borrowings

5

Total borrowings

2,913

Current borrowings

1,125

Non-current borrowings

1,788

Total borrowings

2,913

 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPOCZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO /0,NJMMJPO "NPVOUJODMVEFT/0,NJMMJPO /0,NJMMJPO PGBDDSVFE
interest related to the bonds.
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.
4) Brazilian loans consist of loans with interest rates ranging from 2.6 to 8.6 percent in 2019 and 5.8 to 12.3 percent in 2018. The weighted average interest rate is used in the table and is calculated based on the contractual rates on the loans at
December 31 and does not include the effect of swap agreements.
Note 17 continues on next page
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Note 17 Borrowings cont.

Maturity of Bonds and Borrowings
2019
"NPVOUTJO/0,NJMMJPO

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

ISIN NO 0010814213

1,503

1,707

38

38

75

1,556

ISIN NO 0010853286

993

1,221

25

25

49

1,123

 

 









Total bonds

Revolving credit facility (NOK 5,000 million)2

582



10

9

18

622

Brazilian development bank loans

415



96

115

203

31

4

4

4

0

0

0

Total other borrowings

1,001

1,108

110

124

221

653

Total borrowings

3,497

4,037

173

186

345

3,332

"NPVOUTJO/0,NJMMJPO

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

ISIN NO 0010661051

1,011

1,055

27

1,028

0

0

ISIN NO 0010814213

1,497

1,750

33

34

67

1,617

Total bonds













Revolving credit facility (NOK 5,000 million)

-25

0

0

0

0

0

Brazilian development bank loans

425

 

64

62

174

194

Other borrowings

2018

Other borrowings
Total other borrowings
Total borrowings

5

5

0

5

0

0

405

499

64

67

174

194

2,913

3,304

124

1,128

241

1,810

 5IFJOUFSFTUDPTUTBSFDBMDVMBUFEVTJOHFJUIFSUIFMBTUåYJOHSBUFLOPXOCZZFBSFOE QMVTBQQMJDBCMFNBSHJO PSUIFDPOUSBDUVBMåYFESBUF XIFOåYFESBUFEFCU 
 5IFDBTIæPXJTCBTFEPOUIFBTTVNQUJPOUIBUUIFOPNJOBMESBXOBNPVOUXJMMSFNBJODPOTUBOUVOUJMUIFNBUVSJUZPGUIFSFWPMWJOHDSFEJUGBDJMJUZ

Note 17 continues on next page
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Note 17 Borrowings cont.

Movement of Liabilities
2019

2018

"NPVOUTJO/0,NJMMJPO

Bond

Credit
Facilities

Other
Borrowings

Total

Bond

Credit
Facilities

Other
Borrowings

Total

Balance as of January 1

2,508

-25

430

2,913

1,008

1,239

868

3,115

Proceeds from loans and borrowings

1,000

600

184

1,784

1,500

0

117

1,617

-1,000

0

-190

-1,190

0

-1,250

-466

-1,716

0

600

-6

594

1,500

-1,250

-349

-99

Accrued interest

-6

1

1

-4

13

0

-6

7

Amortization of borrowing cost

-5

6

0

1

-13

-13

0

-27

Repayment of borrowings
5PUBMDIBOHFTGSPNæOBODJBMDBTIçPXT

Currency translation differences
Balance as of December 31

0

0

-6

-6

0

0

-83

-83

2,496

582

419

3,497

2,508

-25

430

2,913

Mortgages
The company has no mortgage liabilities in 2019 (nor 2018).
See note 23 for more information about capital management
:LLUV[L for more information about interest rate derivatives
:LLUV[LFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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5V[L Leasing
0-9:3LHZPUNPTWSLTLU[LKPU OHZZPNUPÄJHU[S`JOHUNLK
OV^[OLJVTWHU`HJJV\U[ZMVYP[ZSLHZLJVU[YHJ[Z;OLJVTWHU`
SLHZLZHU\TILYVMVɉJLI\PSKPUNZPUHKKP[PVU[VTHU\MHJ[\YPUN
HUKZLY]PJLZP[LZ;OLJVTWHU`HSZVSLHZLZTHJOPULZHUK]LOPJSLZ
0-9:YLX\PYLZHSSJVU[YHJ[Z[OH[JVU[HPUHSLHZL[VILYLJVNUPaLK
VU[OLIHSHUJLZOLL[HZHYPNO[VM\ZLHZZL[HUKSLHZLSPHIPSP[`
6US`JLY[HPUZOVY[[LYTHUKSV^]HS\LSLHZLZHYLL_LTW[(SSSLHZL
JVU[YHJ[Z^LYLJSHZZPÄLKHZVWLYH[PUNSLHZLZ\UKLY[OLWYL]PV\Z
0(:Z[HUKHYK*VTWHYH[P]LÄN\YLZMVYOH]LUV[ILLU
YLZ[H[LK[VYLÅLJ[0-9:

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
The lease liability represents the net present value of the lease payments to be
made over the remaining lease period. The right-of-use asset is depreciated
over the lease term and is subject to impairment testing. The lease payments
previously included as operating expense in the income statement are
SFQPSUFEBTEFQSFDJBUJPOBOEåOBODJBMFYQFOTFVOEFS*'34SFTVMUJOHJO
an improvement of operating income before depreciation, amortization and
JNQBJSNFOU5IFDBTIPVUæPXTGPSMFBTFTVOEFS*'34JTQSFTFOUFEBT
SFQBZNFOUPGJOUFSFTUCFBSJOHMJBCJMJUJFTXJUIJOåOBODJOHBDUJWJUJFTJOUIFDBTIæPX
TUBUFNFOU*OUFSFTUQBJEJTTUJMMDMBTTJåFEBTDBTIPVUæPXTXJUIJOPQFSBUJOH
activities.
Several property leases contain extension options or cancellation clauses.
The non-cancellable lease period is basis for the lease commitment. Periods
covered by extension or termination options are included when it is reasonably
certain that the lease period will be extended. When management has decided
to extend the lease period is typically an event that would trigger an updated
assessment of the reasonably certain criteria.
Non-lease components such as electricity, insurance and other property-related
expenses paid to the landlord are excluded from the lease commitment for
PGåDFTBOENBOVGBDUVSJOHTJUFT CVUJODMVEFEXIFOSFOUJOHBQBSUNFOUTBOE

vehicles if included in the agreed lease amount. Future index or rate
adjustments of lease payments are only included in the lease liability
when a minimum adjustment has been contractually agreed and is inTVCTUBODFåYFE
When a leased property has been vacated or will be vacated by Aker
Solutions in the near future, the right-of-use asset is assessed for
impairment. If the vacated property is a separable part of the leased
building, it is tested for impairment as a separate cash-generating unit.
Expected future sub-lease income is discounted to present value and
compared to the value of the separable right-of-use asset. If the vacated
area is not separable, the right-of-use asset it tested together with the
other assets in the cash generating unit.
The company has a number of sub-leases. All sub-leases were previously
DMBTTJåFEBTPQFSBUJOHMFBTFTXJUIMFBTFJODPNFSFDPHOJ[FEBTSFWFOVF
Under IFRS 16, some sub-leases covering the major part of the lease
UFSNJOUIFIFBEMFBTFBSFDMBTTJåFEBTåOBODFTVCMFBTFT5IFQPSUJPO
of the right-of-use asset subject to sub-lease is de-recognized and a
sub-lease receivable is recognized in the balance sheet when the sublease commences. The sub-lease will result in interest income and lower
right-of-use asset depreciation under IFRS 16, rather than lease revenue
as under IAS 17.
5IFDPNQBOZIBTJNQMFNFOUFEUIFMFBTJOHTUBOEBSEVTJOHBNPEJåFE
retrospective method with the cumulative impact recognized in retained
FBSOJOHTPO+BOVBSZ $PNQBSBUJWFåHVSFTBSFOPUSFTUBUFE
IFRS 16 Leasing replaced former leasing guidance, including IAS 17
Leases and IFRIC 4, SIC 15 and SIC 27. According to the company's
loan agreements, the new leasing standard will not impact the current
debt covenants.
Note 18 continues on next page
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Note 18 Leasing cont.

Judgments and Estimates
5IFDPNQBOZIBTBQQMJFETJHOJåDBOUKVEHNFOUXIFOEFUFSNJOJOHJNQBJSNFOUPGUIF
right-of-use asset. Impairment is assessed for separable parts of leased buildings that
have been or will be vacated in the near future. The impairment is sensitive to changes in
estimated future expected sub-lease income and sub-lease period. Further, judgment is
JOWPMWFEXIFOEFUFSNJOJOHXIFUIFSTVCMFBTFDPOUSBDUTBSFåOBODJBMPSPQFSBUJPOBM BTXFMM
as when determining lease term for contracts that has extension or termination options.
Determination of the discount rate also include judgment.

9PNO[VM<ZL(ZZL[Z96<HUK3LHZL3PHIPSP[PLZ
The movement in the right-of-use assets and lease liabilities since implementation is
summarized below.
Land and
building

Machinery
and vehicles

Others

Total

4,660

26

6

 

Additions

196

2

3



Remeasurement

-12

0

0



De-recognition of ROU asset due to sub-lease

-28

0

0



50

0

0



4,866

28

9

 

"NPVOUTJO/0,NJMMJPO

Historical cost
Balance at transition to IFRS 16 on January 1, 2019

Currency translation differences
Balance as of December 31, 2019
Accumulated depreciation and impairment
Balance at transition to IFRS on January 1, 2019

-542

0

0



Depreciation expense

-451

-12

-5



Impairments

-257

0

0



-8

0

0



Balance as of December 31, 2019

-1,259

-12

-5



Book value as of January 1, 2019

4,118

26

6



Book value as of December 31, 2019

3,608

16

4



Currency translation difference

Note 18 continues on next page
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Note 18 Leasing cont.
The impairment of right-of-use assets for land and buildings in 2019
mainly relates to update of market value of potential sub-leases and new
separable areas that are, or will be, vacated by Aker Solutions.

Maturity of Lease Liabilities and Lease Receivables
December 31, 2019
"NPVOUTJO/0,NJMMJPO

"NPVOUTJO/0,NJMMJPO

Lease
liabilities

Lease
receivable
(sub-lease)

Maturity within 1 year
Maturity 1-5 years

Movement of lease liabilities and receivables
Balance as of January 1, 2019
Additions

5,729

846

201

28

Remeasurement

-12

0

Interest expense/sub-lease interest income

237

33

-796

-146

102

23

5,460

784

Lease payments/sub-lease payments
Currency translation differences
Balance as of December 31, 2019

Lease payments of NOK 796 million consist of lease installments of
NOK 559 million and interest expense of NOK 237 million. Total cash
collection from lease receivables of NOK 146 million consist of sublease
installments of NOK 113 million and interest income of NOK 33 million.

"NPVOUTJO/0,NJMMJPO

2019

Income from operational sub-leases presented as other income

125

Expenses relating to short-term leases presented as operating costs

457

Expenses relating to low-value leases presented as operating costs

39

Depreciation of ROU assets

-468

Impairments of ROU assets

-257

*OUFSFTUPOMFBTFSFDFJWBCMFTQSFTFOUFEBTåOBODJBMJODPNF
*OUFSFTUPOMFBTFMJBCJMJUJFTQSFTFOUFEBTåOBODJBMFYQFOTF

33
-237

Sub-lease
income

788

156

2 836

525
290

Maturity 5-10 years

1 984

Maturity later than 10 years

1 115

15

Total

6 723

986

9LJVNUP[PVUHUK4LHZ\YLTLU[(WWYVHJOVU;YHUZP[PVU
The company has elected the following principles when transitioning to
*'34PO+BOVBSZ 


excluded short-term leases and leases of low-value items such as
DPNQVUFSTBOEPGåDFFRVJQNFOU



excluded leases that expire in 2019



adjusted the right-of-use asset on January 1, 2019 with the provision
for onerous leases on December 31, 2018



excluded the initial direct costs like broker fees from the measurement
of right-of-use asset on implementation



the right-of-use asset for selected leases has been measured as if
IFRS 16 had always been applied (using the incremental borrowing
rate per January 1, 2019)

(TV\U[Z9LJVNUPaLKPU[OL0UJVTL:[H[LTLU[
The following amounts are recognized in the income statement
SFMBUFEUPMFBTJOH

Lease
Payments

The discount rate has been determined for each leased asset according
to the incremental borrowing rate at the date of implementation (January
1, 2019). On January 1, 2019, the discount rate applied varied between
2.0 and 11.5 percent giving a weighted-average rate of 4.4 percent.
Note 18 continues on next page
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Note 18 Leasing cont.

0TWSLTLU[H[PVU,ɈLJ[Z

Reconciliation of Lease Commitment and Lease Liability

5IFFGGFDUPGJNQMFNFOUJOH*'34BTPG+BOVBSZ XBTBTGPMMPXT
"NPVOUTJO/0,NJMMJPO

January 1, 2019

Assets
Property, plant and equipment
Right-of-use assets

"NPVOUTJO/0,NJMMJPO

Lease commitment as of December 31, 2018
-34
4,150

Relief option for short-term leases
Relief option for leases of low-value assets

Lease receivables (non-current)

734

*OTVCTUBODFåYFEMFBTFQBZNFOUTOPUJODMVEFEJOMFBTFDPNNJUNFOUT

Interest bearing receivables (current lease receivables)

112

Undiscounted lease liability

Deferred tax asset
Current operating assets (prepaid lease)
Adjustments to assets

90
-32


Liabilities
Current lease liabilities

546

Non-current lease liabilities

5,183

Lease liabilities



Current operating liabilities (provisions)

-119

Trade and other payables (rent-free period accruals)

-234

Adjustments to liabilities



Equity
Retained earnings

-355

Adjustments to equity



The implementation effect on net current operating assets as of January
1, 2019 from implementing IFRS 16 was a reduction of NOK 321 million.

Effect of discounting lease commitment to net present value
Lease liability as of January 1, 2019
Note 18 continues on next page

January 1, 2019

-172
-8
200

-1,154
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Note 18 Leasing cont.

,ɈLJ[ZVU6WLYH[PUN:LNTLU[ZHUK0UJVTL:[H[LTLU[MYVT0-9:
2019

2018

2019

2018

:LLUV[L for more information about operating

As reported
IFRS 16

Effect of
IFRS 16

Adjusted
IAS 17

As reported
IAS 17

Adjusted IAS 17 excl
special items1

Adjusted IAS 17 excl
special items1

Projects

23,253

0



19,920



19,920

Services

5,995

0

"NPVOUTJO/0,NJMMJPO

Other and eliminations







5,096





5,096

15

135

Revenue

29,263

135

Projects

1,736

-459



1,354



1,371

Services

721

-200



678



692

 

216



25,232

 

160


-213

-296



-222



-251

EBITDA

2,244

-956



1,810





Projects

7.5%



6.8%



6.9%

Services

12.0%



13.3%



13.6%

7.7%



7.2%





Other

EBITDA margin
Projects

837

-106



843



874

Services

399

-48



511



528

-531

-80



-305



-329

705

-234



1,049





Other and eliminations
EBIT
Projects

3.6%



4.2%



4.4%

Services

6.7%



10.0%



10.4%

EBIT margin







Income before tax
Net income

3.3%









 

















1) See alternative performance measures for overview of special items.

expenses for land and buildings
:LLUV[L for more information about impairment
testing right-of-use assets as part of a CGU
See note 20 for more information about onerous
lease provisions
:LLUV[L for more information about leasing
contracts with related parties
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5V[L Pension Obligations
(RLY:VS\[PVUZVWLYH[LZZL]LYHSWLUZPVUWSHUZHYV\UK[OL^VYSK
;OLTVZ[JVTTVU[`WLVMWSHUPZ[OLKLÄULKJVU[YPI\[PVUWSHU
^OLYL(RLY:VS\[PVUZTHRLZJVU[YPI\[PVUZ[V[OLLTWSV`LLZ
PUKP]PK\HSWLUZPVUHJJV\U[(RLY:VS\[PVUZHSZVOHZHJSVZLK
KLÄULKILULÄ[WSHU^OLYL[OLPTWHJ[PZNYHK\HSS`YLK\JLK

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
+LÄULK*VU[YPI\[PVU7SHUZ
"EFåOFEDPOUSJCVUJPOQMBOJTBUZQFPGSFUJSFNFOUQMBOXIFSFUIFFNQMPZFS
makes contributions on a regular basis to the employees individual pension
BDDPVOU5IFCFOFåUTSFDFJWFECZUIFFNQMPZFFBSFCBTFEPOUIFFNQMPZFS
contributions and gains or losses from investing the capital. Contributions to
EFåOFEDPOUSJCVUJPOQFOTJPOQMBOTBSFSFDPHOJ[FEBTBOFYQFOTFJOUIFJODPNF
statement as incurred.

+LÄULK)LULÄ[7SHUZ
"EFåOFECFOFåUQMBOJTBUZQFPGQFOTJPOQMBOXIFSFUIFFNQMPZFSQSPNJTFT
an annual pension on retirement based on a percentage of the salary upon
retirement and the employee's earnings history, years of service and age. The
DBMDVMBUJPOPGEFåOFECFOFåUPCMJHBUJPOTJTQFSGPSNFEBOOVBMMZCZBRVBMJåFE
actuary using the projected unit credit method.
5IFEFåOFECFOFåUPCMJHBUJPOJTDBMDVMBUFETFQBSBUFMZGPSFBDIQMBOCZ
EJTDPVOUJOHUIFFTUJNBUFEBNPVOUPGGVUVSFCFOFåUUIBUFNQMPZFFTIBWF
earned in the current and prior periods and deducting the fair value of any plan
BTTFUT5IFDIBOHFPGUIFEFåOFECFOFåUPCMJHBUJPOBTBSFTVMUPGUIFDIBOHF
of assumptions (actuarial gains and losses) and the return on plan assets are
recognized immediately in other comprehensive income. Net interest expense
BOEPUIFSFYQFOTFTSFMBUFEUPEFåOFECFOFåUQMBOTBSFSFDPHOJ[FEJOUIF
JODPNFTUBUFNFOU8IFOUIFCFOFåUTPGBQMBOBSFDIBOHFE TFUUMFEPSXIFO
a plan is curtailed, the change relating to past service or the gain or loss on
curtailment or settlement is recognized immediately in the income statement.

Judgments and Estimates
The present value of the pension obligations depends on a number of factors
determined on the basis of actuarial assumptions. These assumptions include
åOBODJBMGBDUPSTTVDIBTUIFEJTDPVOUSBUF FYQFDUFETBMBSZHSPXUI JOæBUJPO
and return on assets as well as demographical factors concerning mortality,
employee turnover, disability and early retirement. Assumptions about all these
factors are based on the situation at the time the assessment is made. However,
it is reasonably certain that such factors will change over long periods for
which pension calculations are made. Any changes in these assumptions will
affect the calculated pension obligations with immediate recognition in other
comprehensive income.

Pension Plans in Norway
The main pension arrangement in Norway is a general pension plan organized
by the Norwegian state providing a basic pension entitlement to all tax payers.
The additional pension plans which all Norwegian employers are obliged to
provide according to current legislation, represent limited additional pension
FOUJUMFNFOUT5IFGPMMPXJOHQFOTJPOQMBOTFYJTUJO/PSXBZ

+LÄULK*VU[YPI\[PVU7SHUZ
"MMFNQMPZFFTJO/PSXBZBSFPGGFSFEQBSUJDJQBUJPOJOBEFåOFEDPOUSJCVUJPOQMBO
The annual contributions expensed for the Norwegian plans in 2019 were NOK
226 million, compared to NOK 207 million in 2018. The estimated contribution
expected to be paid in 2020 is NOK 228 million.
Note 19 continues on next page
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Note 19 Pension Obligations cont.
+LÄULK)LULÄ[7SHUZ

Pension Plans Outside Norway

5IFEFåOFECFOFåUQMBOTBUUIF/PSXFHJBODPNQBOJFTJO"LFS4PMVUJPOTBSF
split between funded and unfunded plans. The Norwegian companies at Aker
4PMVUJPOTDMPTFEUIFEFåOFECFOFåUQMBOTJO&NQMPZFFTXIPXFSF
ZFBSTPSPMEFSJOBSFTUJMMNFNCFSTPGUIFDMPTFEEFåOFECFOFåUQMBO5IJT
is a funded plan and represents the funded pension liability reported in the
tables below. Aker Solutions also has various unfunded early retirement plans
and executive pension plans that are partially closed for new members. The
estimated contribution expected to be paid during 2020 is NOK 69 million. The
liability is calculated using a projected unit credit method.

1FOTJPOQMBOTPVUTJEF/PSXBZBSFNBJOMZEFåOFEDPOUSJCVUJPOQMBOT5IFBOOVBM
contributions expensed for plans outside Norway in 2019 were NOK 184 million,
compared to NOK 161 million in 2018. The estimated contributions expected to
be paid in 2020 is NOK 141 million to the plans outside Norway.

"NPVOUTJO/0,NJMMJPO

2019

2018

Compensation Plans

%FåOFECFOFåUQMBOT

 

59

All employees in 2008 who had a calculated loss of more than NOK 1,000 per
ZFBSVQPOUSBOTJUJPOUPUIFEFåOFEDPOUSJCVUJPOQMBOXFSFPGGFSFEDPNQFOTBUJPO
The compensation amount will be adjusted annually in accordance with the
adjustment of the employees' pensionable income, and accrued interest
according to market interest. If the employee leaves the company voluntarily
before the age of 67 years, the accrued compensation amount will be paid out.
The compensation plan is an unfunded plan, and is included in the unfunded
pension liability reported in the tables below. The liability is calculated using a
earned balance method.

%FåOFEDPOUSJCVUJPOQMBOT



434

Total

 

493

;HYPɈ)HZLK7LUZPVU(NYLLTLU[(-7
Employees in Norway have a tariff based lifelong retirement arrangement (AFP)
organized by the main labor unions and the Norwegian state. The pension can
be withdrawn from the age of 62. The information required to estimate the
QFOTJPOPCMJHBUJPOGSPNUIJTEFåOFECFOFåUQMBOJTOPUBWBJMBCMFGSPNUIFQMBO
administrator. Aker Solutions therefore currently accounts for the plan as if it was
BEFåOFEDPOUSJCVUJPOQMBO5IFDPNQBOZXJMMBDDPVOUGPSJUBTBEFåOFECFOFåU
plan if information becomes available from the plan administrator.

Total Pension Cost

Note 19 continues on next page
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Note 19 Pension Obligations cont.

4V]LTLU[PU5L[+LÄULK)LULÄ[3PHIPSP[`
5IFUBCMFCFMPXTIPXTUIFNPWFNFOUGSPNUIFPQFOJOHCBMBODFUPUIFDMPTJOHCBMBODFGPSUIFOFUEFåOFECFOFåUMJBCJMJUZ
Present value of obligation
"NPVOUTJO/0,NJMMJPO

-HPY]HS\LVMWSHUHZZL[Z

Impact of asset ceiling

2019

2018

2019

2018

2019

5L[KLÄULKILULÄ[SPHIPSP[`

2018

2019

2018



1,727



-1,174



3



556

Current service and administration cost



44

3

3

0

0



47

Interest cost (income)



39



-28



0



12











0





0

Balance as of January 1

Included in income statement



-35

Return on plan assets

0

0

Changes in asset ceiling

0

0



16

"DUVBSJBMMPTT HBJO BSJTJOHGSPNåOBODJBMBTTVNQUJPOT

Actuarial loss (gain) arising from experience adjustments
Remeasurements loss (gain) included in OCI
Contributions paid into the plan


0

0

0

0



-35

43

0

0



43

0

0



47



47

0

0

0

0



16













0



-76

0

0



-76



109

0

0



-38

0

0



-114













#FOFåUTQBJECZUIFQMBO



-147

Other



-147

30

33





 



Balance as of December 31

5IFOFUMJBCJMJUZEJTDMPTFEBCPWFSFMBUFTUPGVOEFEBOEVOGVOEFEQMBOTBTGPMMPXT
Present value of obligation
"NPVOUTJO/0,NJMMJPO

/FUEFåOFECFOFåUMJBCJMJUZGVOEFEQMBO
/FUEFåOFECFOFåUMJBCJMJUZVOGVOEFEQMBOT
Balance as of December 31
Note 19 continues on next page

-HPY]HS\LVMWSHUHZZL[Z

2019

2018

2019

2018



1,073

 



572

0





 

Impact of asset ceiling

5L[KLÄULKILULÄ[SPHIPSP[`

2019

2018

2019

2018

-1,122



50

0

0

0

0

0



572
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Note 19 Pension Obligations cont.

(ZZL[ZPU[OL+LÄULK)LULÄ[7SHU
2019

2018

Bonds



812

Funds



310

 

1,122

"NPVOUTJO/0,NJMMJPO

Total plan assets at fair value

The majority of the bond investment is in Norwegian municipalities and is assumed to
IBWFBSBUJOHFRVBMUP"" CVUUIFSFBSFGFXPGåDJBMSBUJOHTGPSUIFTFJOWFTUNFOUT5IF
remaining bond investment is primarily in the Norwegian market within bonds assumed to
be of “Investment Grade” quality. The majority of these investments do not, however, have
BOPGåDJBMSBUJOH5IFGVOEJOWFTUNFOUTDPOTJTUPGåYFEJODPNFGVOETBOEFRVJUZGVOET
with listed securities where the value is based on quoted prices. The equity securities are
invested globally, and the value is based on quoted price at the reporting date without any
deduction for estimated future selling cost.

Actuarial Assumptions

2019

2018

Discount rate

2.20%

2.80%

Asset return

2.20%

2.80%

Salary progression

2.25%

2.75%

0.00%

0.00%

K2013

K2013

Remaining life expectancy at age 65 for pensioners, males

22.4

22.3

Remaining life expectancy at age 65 for pensioners, females

25.7

25.6

Pension indexation funded plans

1

Mortality table

1) Pension indexation for unfunded plans is agreed individually (0-4 percent).

Sensitivity Analysis
Changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have changed
UIFEFåOFECFOFåUPCMJHBUJPOBTPG%FDFNCFSCZUIFBNPVOUTTIPXO
below.
2019

2018

Discount rate increase by 1 percent

-95

-143

Discount rate decrease by 1 percent

123

175

"NPVOUTJO/0,NJMMJPO

Expected rate of salary increase by 1 percent

1

1

Expected rate of salary decrease by 1 percent

-1

-1

117

139

-6

-117

Expected rate of pension increase by 1 percent

The information below relates only to Norwegian plans as these represent the majority of
UIFQMBOT5IFGPMMPXJOHXFSFUIFQSJODJQBMBDUVBSJBMBTTVNQUJPOTBUUIFSFQPSUJOHEBUF
"NPVOUTJO/0,NJMMJPO

The discount rate is based on government bonds or high-quality
corporate bonds with maturities consistent with the terms of the
obligations. The assumptions used are in line with recommendations from
the Norwegian Accounting Standards Board.

Expected rate of pension decrease by 1 percent

At Aker Solutions, a one percent increase of discount rate decreases the
CFOFåUPCMJHBUJPOCZPOMZQFSDFOU5IJTJTCFDBVTFUIFCFOFåUPCMJHBUJPO
in Aker Solutions consists mainly of pensioners and employees over 60
years of age, hence limiting the discounting effect.
:LLUV[L for more information about personnel expenses
See note 30 for more information about pension arrangements for the management
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Note 20 Provisions and Contingent Liabilities
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

>HYYHU[PLZ

"QSPWJTJPOJTBMJBCJMJUZXJUIVODFSUBJOUJNJOHBOEBNPVOU1SPWJTJPOTBSFSFDPHOJ[FEXIFODBTIPVUæPX
is considered probable, the amount can be reliably estimated and the obligation is a result of a past
event. All provisions are presented as short-term as they are part of the operating cycle.

The provision for warranties relates to expected re-work for
products and services delivered to customers. The warranty
QFSJPEJTOPSNBMMZUXPUPåWFZFBST5IFQSPWJTJPOJTCBTFE
on the historical average warranty expense for each type of
equipment and an assessment of the value of delivered products
and services currently in the warranty period. The provision can
BMTPCFBIJHIFSPSMPXFSBNPVOUGPMMPXJOHBTQFDJåDFWBMVBUJPO
PGUIFBDUVBMDJSDVNTUBODFTGPSFBDIDPOUSBDU5IFåOBMXBSSBOUZ
cost may differ from the estimated warranty provision.

A contingent liability is a possible obligation that arises from past events that typically depends on a
future event outside of the company's control, for example a court decision. A provision is made when it
JTDPOTJEFSFEBTQSPCBCMFUIBUDBTIPVUæPXXJMMUBLFQMBDF BOEUIFPCMJHBUJPODBOCFNFBTVSFESFMJBCMZ

Judgments and Estimates
The provisions are estimated based on a number of assumptions and are highly judgmental in
nature. The various provisions with assumptions and estimation uncertainties are discussed below.

Provisions
"NPVOUTJO/0,NJMMJPO

Balance as of January 1, 2019
Effect of implementing IFRS 16
9LZ[H[LKIHSHUJLHZVM1HU\HY`

Warranties

Onerous
contracts

Restructuring

Other

551

237

5

113

0

-119

0

0

Total












Provisions made during the year

49

145

10

27



Provisions used during the year

-90

-68

-5

-4



-341

-3

-2

-8



3FDMBTTJåDBUJPOT

8

3

0

5



Currency translation differences

5

0

0

2



182

196

8

135



Provisions reversed during the year



*O UIFDPNQBOZVQEBUFEBOESFåOFEJUTFTUJNBUFPG
the warranty provision. The previous calculation relied on a
combination of actual cost, estimated cost for open claims
and management judgements. The current estimate is based
POIJTUPSJDBMBDUVBMDPTUJOBEEJUJPOUPTQFDJåDQSPWJTJPOTGPS
warranty cases where there is no historical data. The current
method is less complex, involves less management judgment
and is meant to provide better accuracy of the provision.
The updated estimate of the warranty provision resulted in a
reduction of the provision. The effect has impacted the Projects
operating segment.

Onerous Contracts
The provision includes onerous customer contracts with
expected losses upon completion.

Due within twelve months

94

196

8

28



In 2018, the provision also included onerous lease contracts for
FTUJNBUFEMPTTFTPOTFQBSBCMFQBSUTPGMFBTFEPGåDFCVJMEJOHT
vacated by Aker Solutions. Upon implementing IFRS 16 on
+BOVBSZ UIFPOFSPVTMFBTFQSPWJTJPOXBTSFDMBTTJåFEBT
an impairment of the right-of-use asset.

Due after twelve months

88

0

0

107

 

Note 20 continues on next page

182

196

8

135



Balance as of December 31, 2019

Expected timing of payment as of December 31, 2019

Total
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Note 20 Provisions and Contingent Liabilities cont.

5V[L;YHKLHUK6[OLY7H`HISLZ

Restructuring Provision
The restructuring provision relates to expected employee costs for permanent and
temporary redundancies. The provision has been estimated based on assumptions
of number of employees affected, salary levels, notice period, idle time assumed
during notice period and severance pay. The provision is sensitive for changes in any
of these assumptions.

6[OLY
Other provisions relate to other liabilities with uncertain timing or amount. This includes
QSPWJTJPOTGPSDMBJNT MFBTFIPMEEJMBQJEBUJPOTBOEDFSUBJOFNQMPZFFCFOFåUT

Contingent Liabilities
%JTQVUFTXJUIDVTUPNFSTBSFOPSNBMMZTFUUMFEEVSJOHUIFåOBMOFHPUJBUJPOTXJUIUIF
customer upon delivery and provided for in the projects accounts. However, given
the scope of the group’s worldwide construction and service operations there is a
risk that legal claims may arise in the future for deliveries where revenue has been
recognized in the past. Legal and tax claims are assessed on a regular basis.

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Trade and other payables are recognized at the original invoiced amount.
The invoiced amount is considered to be approximately equal to the
value derived if the amortized cost method would have been used. Aker
Solutions has established factoring arrangements where payments are
SFDFJWFEGSPNåOBODJBMJOTUJUVUJPOTQSJPSUPJTTVBODFPGUIFDVTUPNFS
invoice, so-called "sale of unbilled receivables". The payments from
åOBODJBMJOTUJUVUJPOTBSFCBTFEPOUIFQSPHSFTTPGUIFDVTUPNFSDPOUSBDU
Some creditors have entered into factoring agreements for the sale of their
receivables to Aker Solutions, so-called "reverse factoring". The amounts
related to "reverse factoring" and "sale of unbilled receivables" are
included in trade and other payables in the balance sheet as they relate to
operational activities. The amounts are also disclosed individually below.

;YHKLHUK6[OLY7H`HISLZ
"NPVOUTJO/0,NJMMJPO

2019

2018

Trade creditors

1,966

1,605

34

75

Trade payables

2,000

1,680

Accrued operating costs

4,398

4,539

Public duties and taxes

761

729

Other current liabilities

862

793

Other payables

6,021

6,062

Total

8,021

7,741

Tax Claim in Brazil
The tax authorities in the state of Parana in Brazil claimed in 2015 Aker Solutions
Brazil stating that the conditions for the export exemption from ICMS are not
GVMåMMFE*$.4JTBWBMVFBEEFEUBYPOTBMFTBOETFSWJDFTSFMBUFEUPUIFNPWFNFOU
of goods. The claim amount including penalties and interest was approximately
BRL 265 million (NOK 580 million) as of December 31, 2019 compared to BRL
312 million (NOK 699 million) in the prior year. The reduction in 2019 relate to a
favorable decision in the administrative tax court for parts of the claim due to
statute of limitations. Management has the opinion that a successful outcome in
the administrative appeal system or in a judicial process is likely based on current
law and practice. The claim is regarded as a contingent liability since the possible
PVUDPNFXJMMCFDPOåSNFECZUIFPDDVSSFODFPGBOVODFSUBJOGVUVSFFWFOU BQPUFOUJBM
court decision). No provision has been made for this contingent liability since a cash
PVUæPXJTOPUDPOTJEFSFEQSPCBCMF
See note 3 for more information about customer contracts
:LLUV[L for more information about restructuring costs
:LLUV[Lfor more information about leasing

Trade creditors, related parties

Trade creditors include an amount of NOK 217 million as of December
31, 2019 (NOK 238 million in 2018) subject to reverse factoring. Other
payables include NOK 44 million of paymentes received from sale of
unbilled receivables as of December 31, 2019 (zero in 2018). Trade
creditors include NOK 10 million (NOK 7 million in 2018) due after one year.
See note 3 for more information about customer contract liabilities
:LLUV[L for more information about receivables to related parties
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Note 22-PUHUJPHS9PZR4HUHNLTLU[HUK,_WVZ\YLZ
;OLVIQLJ[P]LVMÄUHUJPHSYPZRTHUHNLTLU[PZ[VTHUHNLHUKJVU[YVSÄUHUJPHS
YPZRL_WVZ\YLZ[VPUJYLHZL[OLWYLKPJ[HIPSP[`VMLHYUPUNZHUKTPUPTPaLWV[LU[PHS
HK]LYZLLɈLJ[ZVU[OLJVTWHU`»ZÄUHUJPHSWLYMVYTHUJL(RLY:VS\[PVUZ\ZLZ
KLYP]H[P]LZ[VOLKNLJ\YYLUJ`YPZRL_WVZ\YLZHUKHPTZ[VHWWS`OLKNLHJJV\U[PUN
^OLUL]LYWVZZPISLPUVYKLY[VYLK\JL[OL]VSH[PSP[`YLZ\S[PUNMYVT[OLWLYPVKPJ
THYRL[[VTHYRL[YL]HS\H[PVUVMÄUHUJPHSPUZ[Y\TLU[ZPU[OLPUJVTLZ[H[LTLU[
;OLJVTWHU`PZHSZVL_WVZLK[VPU[LYLZ[YH[LYPZRJYLKP[YPZRSPX\PKP[`YPZRHUK
price risk.

Risk Management
3JTLNBOBHFNFOUPGåOBODJBMSJTLTJTQFSGPSNFEJOFWFSZQSPKFDUBOEJTUIFSFTQPOTJCJMJUZ
PGUIFQSPKFDUNBOBHFS5IFZDPPQFSBUFXJUIMPDBMåOBODFNBOBHFSTBOEDPSQPSBUF
USFBTVSZUPJEFOUJGZ FWBMVBUFBOEIFEHFåOBODJBMSJTLTVOEFSQPMJDJFTBQQSPWFECZ
the Board of Directors. The company has well-established procedures for overall risk
NBOBHFNFOU BTXFMMBTQPMJDJFTGPSUIFVTFPGEFSJWBUJWFTBOEåOBODJBMJOWFTUNFOUT

Currency Risk
Aker Solutions has international operations and is exposed to currency risk on
commercial transactions, assets and liabilities when payments and revenues are
denominated in a currency other than the functional currency of the respective entity.
The company's exposure to currency risk is primarily related to USD, EUR, GBP, BRL
and AOA (Angolan Kwanza). The company's primary translation risk is related to USD,
EUR, GBP and BRL.

Use of Currency Derivatives
The Aker Solutions' policy requires that all entities mitigate currency exposure in all
contracts. Aker Solutions manages the currency risk in the tender period by including
currency clauses in the tender, by entering into currency options or by adding a
DPOUJOHFODZJOUIFUFOEFSQSJDFUPDPWFSGPSQPUFOUJBMDVSSFODZæVDUVBUJPOT&BDI
entity identify and hedge their exposure with the corporate treasury department
and the corporate treasury department manages the overall currency exposures by
entering into currency derivative instruments in the foreign exchange market. The Aker
Solutions group has a large number of contracts involving foreign currency exposures
and the currency risk policy has been well established.

Each business unit designates all foreign currency hedge contracts with corporate
USFBTVSZBTDBTIæPXIFEHFTPSBTIFEHFTPGTFQBSBUFFNCFEEFEEFSJWBUJWFT$PSQPSBUF
treasury enters into external foreign exchange contracts separately for revenue and cost
exposure. More than 80 percent of the value of the hedging instruments either qualify for
hedge accounting or are hedges of separate embedded derivatives. Corporate treasury
NPOJUPSTIFEHFTOPURVBMJGZJOHGPSIFEHFBDDPVOUJOHBOEEJTRVBMJåDBUJPOFGGFDUT
are reported in the "other" segment. Currency exposure from investments in foreign
DVSSFODJFTJTPOMZIFEHFEXIFOTQFDJåDBMMZJOTUSVDUFECZNBOBHFNFOU

/`WLYPUÅH[PVUHY`HUKUVUJVU]LY[PISLJ\YYLUJPLZ
Aker Solutions operates in some jurisdictions where regulations and requirements
NBZMJNJUUIFDPOWFSUJCJMJUZPGMPDBMDVSSFODZBOESFTUSJDUGSFFæPXPGDBTI"MUIPVHI
mitigating actions have been taken in order to minimize the currency exposure,
"LFS4PMVUJPOTFYQFSJFODFETJHOJåDBOUFYQPTVSFUPDVSSFODZEFWBMVBUJPOJO"OHPMB
in 2019. The exposure originated from legal requirements in Angola to convert all
payments from clients to local currency and high invoicing activity at the same time
as the Angolan Kwanza (AOA) devalued more than 30 percent. Aker Solutions could
be exposed to similar exposure in the unlikely event that other countries where the
company has operations impose similar restrictions.
$POWFSTJPOTUP"0"BSFEPOFPOUIFPGåDJBM"0"NPOUIFOEDFOUSBMCBOLFYDIBOHF
rate for the month prior to invoicing. Instruments to hedge currency exposure
in Angolan Kwanza are generally not available in the foreign exchange market,
hence trade receivables and cash in AOA bank accounts are exposed to currency
æVDUVBUJPOT.JUJHBUJOHBDUJPOTJO"OHPMBJODMVEFNVMUJMBUFSBMBHSFFNFOUTXJUICBOLT 
customers and vendors on timing of payments to minimize the exposed cash balance
and USD linked bank deposits. Aker Solutions will always strive to minimize cash
balances and maximize cash available for treasury.
Total cash in local bank accounts in Angola amounted to NOK 444 million as of
December 31, 2019 compared to NOK 270 million in the prior year. NOK 200 million
of the bank deposits was placed on USD linked bank deposit and USD and EUR bank
accounts, hence not exposed to AOA devaluation. Further, NOK 152 million of the
bank deposits was covered through tri-party agreements with banks and customers
SFEVDJOHUIFFYQPTVSFGPSTIPSUUFSNDVSSFODZæVDUVBUJPOT
Note 22 continues on next page
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Note 22 Financial Risk Management and Exposures cont.
Exposure to Currency Risk

:LUZP[P]P[`(UHS`ZPZ-HPY=HS\LVM-PUHUJPHS0UZ[Y\TLU[Z

Corporate treasury is allowed to hold positions within an approved trading
mandate. The net exposure as of December 31 is shown in the following table.
A bank deposit in a currency different than the functional currency of the entity
represent an exposure for the group. A negative amount on bank deposits
SFQSFTFOUBOPWFSESBGUGPSFOUJUJFT&TUJNBUFEGPSFDBTUFEDBTIæPXTJOUIFUBCMFBSF
calculated based on the entity's hedge transactions through corporate treasury,
as these are considered to be the best estimate of future revenue and cost in
foreign currencies. The net exposure is closely monitored by corporate treasury
and reported on a daily basis to management.

The impact on income and equity from a 15 percent strengthening of EUR,
USD, GBP and AOA against other currencies is shown below. A 15 percent
weakening would have had the equal, but opposite effect. This sensitivity
BOBMZTJTTIPXTUIFJNQBDUPOåOBODJBMJOTUSVNFOUTEFOPNJOBUFEJOBGPSFJHO
currency per December 31 and assumes that all other variables, in particular
interest rates, remain constant. The analysis does not include the effect
on future transactions (not invoiced as of December 31) or any effect from
translation of subsidiaries.
2019

2019

2018

USD

EUR

GBP

AOA

USD

EUR

GBP

-22

-8

-81

13,049

-45

-13

-59

29

-123

-1

0

-17

-119

5















Forecasted receipts from customers

251

48

105

10,530

461

98

167

Forecasted payments to vendors

-90

-75

-126

-293

-149

-158

-209

"NPVOUTJONJMMJPO

Bank deposits
Intercompany deposits (+) and loan (-)
Balance sheet exposure







 







-168

155

103

0

-249

187

96

Tri-party agreements

0

0

0

-8,308

0

0

0

Net exposure in currency

0



0







0

Net exposure in NOK





0









$BTIçPXFYQPTVSF
Forward exchange contracts

The euro currency exposure of negative NOK 37 million represents a future liability
and was within the trading mandate as of December 31, 2019 and 2018. The
currency exposure of NOK 275 million in Angolan Kwanza represent the amount
that has not been possible to hedge. Angolan Kwanza and other non-convertible
currencies are not included in the trading mandate.

2018

Income
(loss)
before tax

Equity
increase
(decrease)

Income
(loss)
before tax

Equity
increase
(decrease)

USD - 15 percent strengthening

-82

-115

-68

-149

EUR - 15 percent strengthening

46

71

-87

13

GBP - 15 percent strengthening

52

89

88

217

40

40

n/a

n/a

"NPVOUTJO/0,NJMMJPO

AOA - 15 percent strengthening

5IFDPNQFUJUJWFOFTTPG"LFS4PMVUJPOTJTJOæVFODFECZDVSSFODZFYDIBOHFSBUF
æVDUVBUJPOT DIPJDFTPGMPDBUJPOT TVQQMJFSTBOEPUIFSTUSBUFHJDEFDJTJPOT4VDI
effects are not systematically hedged and are not included in the sensitivity
analysis.
Note 22 continues on next page
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Note 22 Financial Risk Management and Exposures cont.
:LUZP[P]P[`(UHS`ZPZ*\YYLUJ`;YHUZSH[PVUVM:\IZPKPHYPLZ

Interest Rate Risk

A change in foreign currency rates will also impact the income and
balance sheet when translating the Aker Solutions companies into
the presentation currency which is NOK. The effect of change in
the various currencies will impact the company accounts in the
GPMMPXJOHNBOOFS

#PSSPXJOHTJTTVFEBUWBSJBCMFSBUFTFYQPTFUIFDPNQBOZUPDBTIæPXJOUFSFTUSBUFSJTL
#PSSPXJOHTJTTVFEBUåYFESBUFTEPOPUBGGFDUQSPåUBOEMPTTXIFOIFMEUPNBUVSJUZ BTUIFTF
borrowings are measured at amortized cost.

2019

"NPVOUTJO/0,NJMMJPO

Revenue
increase
(decrease)

EBIT
increase
(decrease)

1SPæU
Equity
(loss)
increase
before (decrease)
tax

USD - 15 percent strengthening

607

18

-25

220

EUR - 15 percent strengthening

0

1

0

251

GBP - 15 percent strengthening

541

49

40

449

BRL - 15 percent strengthening

310

7

-3

236

The company’s interest exposure mainly arises from external funding in bank and debt
DBQJUBMNBSLFUT$VSSFOUMZBMMFYUFSOBMEFCUJO"LFS4PMVUJPOTJTBUæPBUJOHJOUFSFTUSBUFT5IF
company’s risk management strategy is that 30-50 percent of the interest exposure shall
CFåYFEJOUFSFTUSBUFGPSUIFEVSBUJPOPGUIFEFCU5IFDPNQBOZVTFTJOUFSFTUSBUFTXBQTUP
BDIJFWFUIFEFTJSFEåYFEæPBUJOHSBUJPPGUIFFYUFSOBMEFCU
"TUIFDPNQBOZIBTOPTJHOJåDBOUJOUFSFTUCFBSJOHPQFSBUJOHBTTFUT PQFSBUJOHJODPNFBOE
PQFSBUJOHDBTIæPXBSFTVCTUBOUJBMMZJOEFQFOEFOUPGDIBOHFTJONBSLFUJOUFSFTUSBUFT"U
ZFBSFOE QFSDFOUPG/0, NJMMJPOJOCPOETXBTåYFEGPSUIFEVSBUJPOPGUIFCPOET
through interest rate swaps.
An increase of 100 basis points in interest rates during 2019 would have increased (decreased)
FRVJUZBOEQSPåUBOEMPTTCZUIFBNPVOUTTIPXOPOUIFUBCMFCFMPX5IJTBOBMZTJTBTTVNFT
that all other variables, in particular foreign currency rates, remain constant.

Interest Rates Sensitivity
2019
"NPVOUTJO/0,NJMMJPO

Interest on cash and cash equivalents
Interest on borrowings

2018

Income
(loss)
before tax

Equity increase
(decrease)1

Income
(loss)
before tax

Equity increase
(decrease)1

18

0

25

0

13

40

12

37

Effect of interest rate swap

-33

0

-30

0

$BTIçPXTFOTJUJWJUZ OFU

-3

40

6

37

 /PUJODMVEJOHUBYFGGFDUPOIFEHFSFTFSWFPSFGGFDUTUPFRVJUZUIBUGPMMPXEJSFDUMZGSPNUIFFGGFDUTUPQSPåUBOEMPTT

A decrease of 100 basis points in interest rates during 2019 would have had the equal but
opposite effect on the amounts, on the basis that all other variables remain constant.
Note 22 continues on next page
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Note 22 Financial Risk Management and Exposures cont.

Credit Risk
$SFEJUSJTLJTUIFSJTLPGåOBODJBMMPTTFTJGBDVTUPNFSPSDPVOUFSQBSUZUPåOBODJBM
SFDFJWBCMFTBOEåOBODJBMJOTUSVNFOUTGBJMTUPNFFUDPOUSBDUVBMPCMJHBUJPOT

Investment Instruments and Derivatives
Investment instruments, loans, credit facilities and derivatives are only conducted with
approved counterparties and governed by standard agreements (ISDA, Nordic Trustee
and LMA documentation). All approved banks are participants in the Aker Solutions loan
syndicate and have investment grade ratings. Credit risk related to investment securities
BOEEFSJWBUJWFTJTUIFSFGPSFDPOTJEFSFEUPCFJOTJHOJåDBOU

Trade Receivables and Contract Assets
Assessment of credit risk related to customers and subcontractors is an important
requirement in the bid phase and throughout the contract period. Such assessments
are based on credit ratings, income statement and balance sheet reviews and using
credit assessment tools available (e.g. Dun & Bradstreet). Revenues are mainly related
to large and long-term projects closely followed up in terms of payments up front and in
accordance with agreed milestones. Normally, lack of payment is due to disagreements
related to project deliveries and is solved together with the customer.
Aker Solutions's major customers are highly rated oil companies where the credit risk
is considered to be limited. Risk related to lower rated companies is monitored closely.
The maximum exposure to credit risk at the reporting date equals the book value of
FBDIDBUFHPSZPGåOBODJBMBTTFUT5IFDPNQBOZEPFTOPUIPMEDPMMBUFSBMBTTFDVSJUZ

Measurement of Expected Credit Losses (ECLs)
*NQBJSNFOUJTBTTFTTFEVTJOHUIFFYQFDUFEDSFEJUMPTT &$- NFUIPEGPSåOBODJBM
BTTFUT5IFDPNQBOZDPOTJEFSTBåOBODJBMBTTFUUPCFJOEFGBVMUXIFOUIFCPSSPXFS
is unlikely to pay its credit obligation to the company in full. ECLs are estimated
probability-weighted net present value of future expected credit losses. ECLs are
EJTDPVOUFEBUUIFFGGFDUJWFJOUFSFTUSBUFPGUIFåOBODJBMBTTFU-PTTBMMPXBODFTGPSUSBEF
receivables, contract assets and lease receivables are always measured at an amount
equal to lifetime ECLs. Twelve month ECLs are used for interest-bearing receivables
BOECBOLCBMBODFTGPSXIJDIDSFEJUSJTLIBTOPUJODSFBTFETJHOJåDBOUMZTJODFJOJUJBM
recognition.

"UFBDISFQPSUJOHEBUF UIFDPNQBOZBTTFTTFTXIFUIFSBOZåOBODJBM
BTTFUTBSFDSFEJUJNQBJSFE&WJEFODFUIBUBåOBODJBMBTTFUJTDSFEJU
impaired includes when invoices are more than 90 days past due without
BHSFFEQPTUQPOFNFOU LOPXMFEHFPGTJHOJåDBOUåOBODJBMEJGåDVMUZPG
the customer or debtor or other forward-looking information. The gross
DBSSZJOHBNPVOUPGBåOBODJBMBTTFUJTXSJUUFOPGG FJUIFSQBSUJBMMZPSJO
full) to the extent that there is no realistic prospect of recovery. This is
generally the case when the company determines that the debtor does
OPUIBWFBTTFUTPSTPVSDFTPGJODPNFUIBUDPVMEHFOFSBUFTVGåDJFOUDBTI
æPXTUPSFQBZUIFBNPVOUTTVCKFDUUPXSJUFPGG

Liquidity Risk
Liquidity risk is the risk that the company is unable to meet the
PCMJHBUJPOTBTTPDJBUFEXJUIJUTåOBODJBMMJBCJMJUJFT5IFDPNQBOZT
approach to managing liquidity is to ensure, as far as possible, that it will
BMXBZTIBWFTVGåDJFOUMJRVJEJUZSFTFSWFTUPNFFUJUTMJBCJMJUJFTXIFOEVF
1SVEFOUMJRVJEJUZSJTLNBOBHFNFOUJODMVEFTNBJOUBJOJOHTVGåDJFOUDBTI 
the availability of funding from an adequate amount of committed credit
facilities and the ability to close out market positions. Management
monitors rolling weekly and monthly forecasts of the company’s liquidity
SFTFSWFPOUIFCBTJTPGFYQFDUFEDBTIæPX%VFUPUIFEZOBNJDOBUVSF
PGUIFVOEFSMZJOHCVTJOFTTFT DPSQPSBUFUSFBTVSZNBJOUBJOTæFYJCJMJUZJO
funding by maintaining availability under committed credit lines.
Note 22 continues on next page
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Note 22 Financial Risk Management and Exposures cont.

Price Risk

Financial Liabilities and the Period in Which They Mature

5IFDPNQBOZJTFYQPTFEUPæVDUVBUJPOTJONBSLFUQSJDFTCPUIJOUIF
investment portfolio and in the operating businesses related to individual
contracts. The units are exposed to changes in market price for raw
materials, equipment and development in wages. This is managed in the
bid process by locking in committed prices from key vendors as basis for
offers to customers or through escalation clauses with customers.

2019
"NPVOUTJO/0,NJMMJPO

Book
value

Total
DBTIçPX1

6 months
and less

6-12
months

1-2
years

2-5
years

More than
5 years

Borrowings

3,497

4,037

173

186

345

3,332

0

/FUEFSJWBUJWFåOBODJBM
instruments

34

34

32

-4

0

5

0

Trade and other payables

8,021

8,021

7,995

17

2

6

1

11,553

12,092

8,200

199

348

3,344

1

13,859

896

1,412

1,342

2,657

7,553

Total liabilities
Financial guarantees

Guarantees
The company has provided the following guarantees on behalf of wholly
PXOFETVCTJEJBSJFTBTPG%FDFNCFS BMMPCMJHBUJPOTBSFQFSEBUFPGJTTVF 


/POåOBODJBMQBSFOUDPNQBOZHVBSBOUFFTSFMBUFEUPQSPKFDU
performance on behalf of group companies.

2018
"NPVOUTJO/0,NJMMJPO

Book
value

Total
DBTIçPX1

6 months
and less

6-12
months

1-2
years

2-5
years

More than
5 years



'JOBODJBMQBSFOUDPNQBOZJOEFNOJUZHVBSBOUFFTGPSGVMåMMNFOUPGMFBTF
obligations, credits and loans were NOK 9.0 billion (NOK 7.9 billion in 2018).

Borrowings

2,913

3,304

124

1,128

241

1,810

0



46

46

55

4

-13

0

0

Financial guarantees including counter guarantees for bank/surety
bonds and guarantees for pension obligations to employees were
NOK 4.9 billion (NOK 6.2 billion in 2018).

/FUEFSJWBUJWFåOBODJBM
instruments
Trade and other payables
Total liabilities

7,741

7,741

7,490

244

0

7

0

10,700

11,091

7,669

1,377

229

1,817

0

14,133

2,870

383

321

2,446

8,113

Financial guarantees
1) Nominal currency value including interest.

*HZO7VVS(YYHUNLTLU[Z
5IFDPNQBOZQPMJDZGPSUIFQVSQPTFPGPQUJNJ[JOHBWBJMBCJMJUZBOEæFYJCJMJUZPGDBTIXJUIJOUIF
company is to operate centrally managed cash pooling arrangements. Such arrangements
are either organized with a bank as a service provider, or as a part of the operation of
corporate treasury. An important condition for the participants (business units) in such cash
QPPMJOHBSSBOHFNFOUTJTUIBU"LFS4PMVUJPOTBTBOPXOFSPGTVDIQPPMTJTåOBODJBMMZWJBCMF
and is able to prove its capability to service its obligations concerning repayment of any
net deposits made by business units. The company policy is not applied in countries where
local laws prohibit international cash pool arrangements, such as Brazil, Angola and India.

.\HYHU[LLVU)LOHSMVM(RHZ[VY
Aker Solutions was demerged from Akastor in 2014, and parties in a
demerger have joint liability according to Norwegian law. If an obligation
that arose prior to the completion of the demerger is not met by either
party, the other party will have secondary joint liability for such obligation.
This statutory liability is unlimited in time, but is limited in amount. The
SFNBJOJOHWBMVFPGUIFåOBODJBMHVBSBOUFFTXIFSF"LFS4PMVUJPOTIBT
a secondary joint liability was NOK 3.1 billion per December 31, 2019
compared to NOK 3.6 billion per December 31, 2018.
:LLUV[Lfor more information about trade and other receivables
:LLUV[Lfor more information about cash and available credit facility
:LLUV[Lfor more information about borrowings
:LLUV[L for more information about lease liabilities
:LLUV[Lfor more information about trade and other payables
:LLUV[Lfor more information about derivatives
:LLUV[LÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 23 Capital Management
;OLVIQLJ[P]LVM(RLY:VS\[PVUZJHWP[HSTHUHNLTLU[WVSPJ`PZ[VVW[PTPaL[OLJHWP[HS
Z[Y\J[\YL[VLUZ\YLZ\ɉJPLU[HUK[PTLS`M\UKPUNV]LY[PTL[VÄUHUJLP[ZHJ[P]P[PLZ
H[[OLSV^LZ[JVZ[PUHKKP[PVU[VPU]LZ[PUNPUWYVQLJ[ZHUKI\ZPULZZLZ^OPJO^PSS
PUJYLHZL[OLJVTWHU`ZYL[\YUVUJHWP[HSLTWSV`LKV]LY[PTL

-\UKPUNVM6WLYH[PVUZ

Investment Policy

Aker Solutions’ funding policy states that all operating units will be
funded through corporate treasury. This ensures optimal availability and
transfer of cash within the group, better control of the group's overall
debt as well as discounted funding for its operations. The group policy is
not applied in countries where local laws prohibit international cash pool
arrangements, such as Brazil, Angola and India.

Aker Solutions’ capital management is based on a rigorous investment selection process
which considers not only Aker Solutions’ weighted average cost of capital and strategic
orientation, but also external factors such as market expectations and extrinsic risk
factors. This selection process is coupled with a centralized approval process for all
capital expenditures to be incurred by the group.

"LFS4PMVUJPOTFNQIBTJ[FTåOBODJBMæFYJCJMJUZBOETUFFSTJUTDBQJUBM
structure accordingly to ensure a balance between liquidity risk and
SFåOBODJOHSJTL*OUIJTQFSTQFDUJWF MPBOTBOEPUIFSFYUFSOBMCPSSPXJOHT
are to be renegotiated well in advance of their due date.

-\UKPUN7VSPJ`

"LFS4PMVUJPOTBJNTUPIBWFEJWFSTJåFENJYPGGVOEJOHTPVSDFTJOPSEFSUP
PCUBJOBOPQUJNBMDPTUPGDBQJUBM5IFTFGVOEJOHTPVSDFTJODMVEF

Liquidity Planning
Aker Solutions has a strong focus on its liquidity in order to meet its working capital needs
TIPSUUFSNBOEUPFOTVSFTPMWFODZGPSJUTåOBODJBMPCMJHBUJPOTMPOHUFSN5IFHSPVQnT
internal guideline is to have a minimum liquidity reserve of NOK 3 billion, including cash
and undrawn committed credit facilities. As per December 31, 2019 this liquidity reserve
amounted to NOK 6.3 billion and was composed of an undrawn committed credit facility
and bank deposits.



the use of banks based on syndicated credit facilities or bilateral
agreements



the issue of debt instruments in the Norwegian capital market



the issue of debt instruments in foreign capital markets

Note 23 continues on next page
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Note 23 Capital Management cont.

Debt Covenants
As per end of 2019, the capital structure of Aker Solutions
was 29 percent (14 percent in 2018) from bank and export
credit agency (ECA) debt and 71 percent (86 percent in 2018)
from bonds issued in the Norwegian market. The group
monitors capital on the basis of gearing and interest coverage
ratios. The reported ratios are well within the requirements in
the loan agreements as shown in the table below.
Aker Solutions has the following debt covenants for the
SFWPMWJOHGBDJMJUZ


The company’s gearing ratio shall not exceed 3.5,
calculated from the net debt to the adjusted EBITDA.



The company’s interest coverage ratio shall not be less
than 3.5, calculated from the adjusted EBITDA to net
åOBODFDPTU

Aker Solutions has the following debt covenants for the
bonds ISIN NO 0010814213 (expire in 2022) and ISIN NO
 FYQJSFJO 


The company’s gearing ratio shall not exceed 3.5,
calculated from the net debt to the adjusted EBITDA.

.LHYPUNHUK0U[LYLZ[*V]LYHNL9H[PVZH[+LJLTILY
"NPVOUTJO/0,NJMMJPO

2019

2018

3,280

1,788

217

1,125

3,497

2,913

Gearing ratios
Non-current interest-bearing borrowings
Current interest-bearing borrowings
Gross interest-bearing debt

-1,898

-2,473

Net debt

Cash and cash equivalent

1,599

440

EBITDA excl. IFRS 161 (Operating income before depreciation,
amortization and impairment)

1,675

1,810

3FTUSVDUVSJOHBOEPUIFSTQFDJBMJUFNTBTEFåOFEJOUIFMPBOBHSFFNFOU

70

39

1,745

1,850

Gross interest-bearing debt/adjusted EBITDA

2.0

1.6

Net debt/adjusted EBITDA

0.9

0.2

Adjusted EBITDA

Interest coverage
Adjusted EBITDA excl. IFRS 161

1,745

1,850

/FUJOUFSFTUFYQFOTFBTEFåOFEJOUIFMPBOBHSFFNFOU

231

198

"EKVTUFE&#*5%"/FUæOBODFDPTU

7.6

9.4

1) Excluding IFRS 16 means that leasing cost is reported as part of operating cost and included in EBITDA.

5IFTFHVJEFMJOFTBJNUPNBJOUBJOBTUSPOHåOBODJBMQPTJUJPO
for Aker Solutions, which enables the company to comply
with its covenants on existing debt and to maintain
satisfactory external credit rating to ensure reliable access
to capital over time.

:LLUV[Lfor more information about borrowings
See note 22 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖRISKÖMANAGEMENT
:LLUV[Lfor more information about interest rate derivatives
:LLUV[LFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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5V[L+LYP]H[P]L-PUHUJPHS0UZ[Y\TLU[Z
;OLJVTWHU`OHZM\[\YLJHZOÅV^Z[VILZL[[SLKPUMVYLPNU
J\YYLUJPLZHUKMVY^HYKJVU[YHJ[ZHYL[OLTVZ[JVTTVUS`
\ZLKKLYP]H[P]L[VOLKNLZ\JOL_WVZ\YLZ;OLJVTWHU`ZYPZR
THUHNLTLU[WVSPJ`Z[H[LZ[OH[HSSMVYLPNUL_JOHUNLL_WVZ\YLZOHSS
ILOLKNLKVM^OPJOH[SLHZ[WLYJLU[ZOHSSX\HSPM`MVYOLKNL
HJJV\U[PUNVYILOLKNLZVMZLWHYH[LKLTILKKLKKLYP]H[P]LZ;OL
JVTWHU`HSZVOHZPU[LYLZ[YH[LL_WVZ\YLMYVTP[ZL_[LYUHSM\UKPUN
0U[LYLZ[YH[LZ^HWZHYL\ZLK[VHJOPL]L[OLYPZRTHUHNLTLU[
Z[YH[LN`VMOH]PUNWLYJLU[H[Ä_LKPU[LYLZ[YH[LZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
*HZOÅV^/LKNLZVM-VYLPNU*\YYLUJ`
Forward contracts are the most commonly used derivative to hedge
foreign currency exposure. In addition currency options are sometimes
used to hedge uncertain exposures. In case of changes in the expected
maturity dates, currencies or amounts of the hedged items corresponding
derivatives are routinely adjusted (pre-matured or rolled over), usually by
means of currency swaps.
5IFIFEHFEUSBOTBDUJPOTJOGPSFJHODVSSFODZTVCKFDUUPDBTIæPXIFEHF
accounting are highly probable future transactions expected to occur at
various dates during the next one to four years, depending on progress
JOUIFQSPKFDUTBOEåSNDPNNJUNFOUT5IFEFSJWBUJWFTBSFSFDPHOJ[FE
initially and subsequently at fair value in the balance sheet, and the
effective portion of changes in the fair value is recognized in other
comprehensive income as a hedge reserve.
The company designates the full forward foreign exchange contracts to
IFEHFJUTDVSSFODZSJTLBOEBQQMJFTBIFEHFSBUJPPG5IFDPNQBOZnT
policy is for the critical terms, such as currency pair, amount and timing,
of the forward exchange contracts to align with the hedged item.
The company determines the existence of an economic relationship

between the hedging instrument and hedged item based on matching
DSJUJDBMUFSNTPGUIFJSSFTQFDUJWFDBTIæPXT*OBEEJUJPO UIFDPNQBOZ
assesses whether the derivative designated in each hedging relationship
is expected to be, and has been, effective in offsetting changes in cash
æPXTPGUIFIFEHFEJUFNCZUIFIZQPUIFUJDBMEFSJWBUJWFNFUIPE
*OUIFTFIFEHFSFMBUJPOTIJQT UIFNBJOTPVSDFTPGJOFGGFDUJWFOFTTBSF


any sequential change of timing of the hedged item;



change in the total amount of the hedge item; and



TJHOJåDBOUDIBOHFJOUIFDPVOUFSQBSUZTBOEUIFDPNQBOZTPXO
credit risk

The company does not designate any net positions in a hedging
relationship. Some hedged transactions are not accounted for by
applying hedge accounting, primarily because internal hedged
transactions are grouped and netted before external hedge transactions
are established. Changes in the fair value of derivatives will be reported
BTåOBODJBMJODPNFPSFYQFOTFT3FNBJOJOHEFSJWBUJWFTOPUBQQMZJOH
hedge accounting include derivatives used by corporate treasury to
hedge the residual exposure of the company as part of its risk mandate.
As of December 31, 2019, these hedging instruments include currency
forwards, interest swaps and foreign exchange swaps.
)FEHFBDDPVOUJOHJTEJTDPOUJOVFEXJUIJNNFEJBUFSFDPHOJUJPOJOåOBODF
income and expenses in the income statement when the hedge no
MPOHFSRVBMJåFTGPSIFEHFBDDPVOUJOH GPSFYBNQMFVQPOTBMF FYQJSBUJPO 
termination or when a forecasted transaction is no longer probable.
5IFEFSJWBUJWFåOBODJBMJOTUSVNFOUTBSFDMBTTJåFEBTDVSSFOUBTTFUTPS
liabilities as they are part of the operating cycle.
Note 24 continues on next page
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Note 24 Derivative Financial Instruments cont.
-VYLPNU*\YYLUJ`HZ,TILKKLK+LYP]H[P]LZ
Embedded derivatives may exist in contracts with a currency other than
the currency of the contracting partners. The embedded derivative will
under certain circumstances be separated and recognized at fair value in
the balance sheet and changes recognized in the income statement. These
entries will result in corresponding and opposite effects compared to the
hedging instrument. Aker Solutions applies the following separation criteria
GPSFNCFEEFEEFSJWBUJWFT5IFFNCFEEFEEFSJWBUJWFOFFETUPCFTFQBSBUFE
if the agreed payment is in a currency different from any of the major
contract parties' own functional currency, or that the contract currency is not
considered to be commonly used for the relevant economic environment
EFåOFEBTUIFDPVOUSJFTJOWPMWFEJOUIFDSPTTCPSEFSUSBOTBDUJPO

*HZOÅV^/LKNLZVM0U[LYLZ[9H[LZ
The company’s interest exposure mainly arises from external funding
in bank and debt capital markets. Most of the external debt in Aker
4PMVUJPOTJTBUæPBUJOHJOUFSFTUSBUFT5IFDPNQBOZnTSJTLNBOBHFNFOU
TUSBUFHZJTUIBUQFSDFOUPGUIFJOUFSFTUFYQPTVSFTIBMMCFåYFE
interest rate for the duration of the debt. The company uses interest rate
TXBQTUPBDIJFWFUIFEFTJSFEåYFEæPBUJOHSBUJPPGUIFFYUFSOBMEFCU
)FEHFBDDPVOUJOHJTBQQMJFEVTJOHUIFDBTIæPXNPEFMGPSJOUFSFTU
SBUFTXBQTXIJDINFBOTUIBUHBJOTBOEMPTTFTGSPNæPBUJOHUPåYFE
interest rates are recognized in the hedging reserve in equity and will be
continuously released to the income statement until the bank borrowings
are repaid. This is done based on the periodic market-to-market
revaluation of the interest rate swaps whose fair value tends to reach
zero upon maturity.
Note 24 continues on next page
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Note 24 Derivative Financial Instruments cont.

-HPY=HS\LZHUK4H[\YP[`
5IFGPMMPXJOHUBCMFQSFTFOUTUIFGBJSWBMVFPGUIFEFSJWBUJWFTBOEBNBUVSJUZBOBMZTJTPGUIFEFSJWBUJWFTVOEJTDPVOUFEDBTIæPXT(JWFO"LFS4PMVUJPOTIFEHJOHQPMJDZBOEUIF
BTTVNQUJPOUIBUQSPKFDUTBSFDBTIOFVUSBM UIJTUBCMFBMTPJOEJDBUFTXIFOUIFDBTIæPXTSFMBUFEUPQSPKFDUFYQFOTFTBSFFYQFDUFEUPJNQBDUQSPåUBOEMPTT1SPKFDUSFWFOVFTBSF
SFDPHOJ[FEPWFSUJNFBDDPSEJOHUPUIFQSPHSFTTPGUIFQSPKFDU5IJTNBZSFTVMUJOEJGGFSFODFTCFUXFFODBTIæPXBOESFWFOVFSFDPHOJUJPO
2019
2019
"NPVOUTJO/0,NJMMJPO

Instruments at
fair value1

2018

6 months
or less

6-12
months

1-2
years

2-5
years

Instruments at
fair value1

91

73

-46

-37

6 months
or less

6-12
months

1-2
years

10

8

0

-4

-5

0

2-5
years

132

80

36

13

2

-30

-22

-4

-3

-1

Assets
$BTIæPXIFEHJOHJOTUSVNFOUT
Fair value adjustments to hedged instruments2
Embedded derivatives in ordinary commercial contracts

31

15

5

11

0

58

39

9

7

3

Financial instruments not hedge accounted

74

72

1

1

0

58

51

4

2

2

Total forward foreign exchange contracts

150

123

12

15

0

218

148

45

18

6

$BTIæPXIFEHFTJOUFSFTUSBUFBTTFUT
5PUBMæOBODJBMJOTUSVNFOUBTTFUT

5

0

0

0

5

0

0

0

0

0

156

123

13

15

5

218

148

45

18

6

-85

-59

-22

-4

0

-234

-177

-30

-26

-1

54

42

11

2

0

123

116

4

3

0

-12

-10

-1

-1

0

-8

-3

-1

-2

-2

Liabilities
$BTIæPXIFEHJOHJOTUSVNFOUT
Fair value adjustments to hedged instruments
Embedded derivatives in ordinary commercial contracts
Financial instruments not hedge accounted

-79

-63

-5

-11

0

-44

-29

-6

-7

-3

Total forward foreign exchange contracts

-121

-91

-17

-15

0

-163

-93

-33

-32

-6

0

0

0

0

0

-9

0

-8

0

-1

-121

-91

-17

-15

0

-172

-93

-41

-32

-7

34

32

-4

0

5

46

55

4

-13

0

$BTIæPXIFEHFTJOUFSFTUSBUFJOTUSVNFOUT
5PUBMæOBODJBMJOTUSVNFOUMJBCJMJUJFT
/FUæOBODJBMJOTUSVNFOUT

 $BTIæPXTGSPNNBUVSFEEFSJWBUJWFTBSFUSBOTMBUFEUP/0,VTJOHUIFFYDIBOHFSBUFTPOUIFCBMBODFTIFFUEBUF
 'BJSWBMVFPGTFUUMFEEFSJWBUJWFTOPUZFUCPPLFEJOUIFJODPNFTUBUFNFOUBSFSFDPHOJ[FEJOCBMBODFTIFFUBOEXJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBSTBTUIFQSPKFDUTQSPHSFTT
Note 24 continues on next page
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Note 24 Derivative Financial Instruments cont.

Unsettled Hedges

Hedge Reserve Movement

5IFUBCMFCFMPXTIPXTUIFVOTFUUMFEDBTIæPXIFEHFTJNQBDUPOQSPåUBOEMPTTBOEFRVJUZ OPU
adjusted for tax).

The table below shows the movement in the hedge reserve from
DIBOHFTJOUIFDBTIæPXIFEHFT

2019

"NPVOUTJO/0,NJMMJPO

Fair value of
all hedging
instruments

"NPVOUTJO/0,NJMMJPO

2018

Recognized
Deferred
JOQSPæU
in equity
and loss (the hedge
reserve)

Fair value of
all hedging
instruments

Recognized
Deferred
JOQSPæU
in equity
and loss (the hedge
reserve)

Forward exchange
DPOUSBDUT DBTIæPX
hedges)

6

-2

9

-102

-101

-1

Interest rate swaps

5

0

5

-9

0

-9

12

-2

14

-112

-101

-10

Total

Hedge reserve

Balance as of January 1, 2019
Forward currency contracts
Interest rate swaps

The value of the interest swaps is attributable to changes in the interest swap curve for
Norwegian Kroner during the period from inception of the hedge to the balance sheet date,
excluding accrued interest rates of the swaps, tax and deferred settlements related to matured
instruments.

118
5

Total changes in fair value

124

Forward currency contracts

-95

Interest rate swaps

The purpose of the hedging instrument is to secure a situation where the hedged item and the
IFEHJOHJOTUSVNFOUUPHFUIFSSFQSFTFOUBQSFEFUFSNJOFEWBMVFJOEFQFOEFOUPGæVDUVBUJPOTPG
exchange rates. Revenue and expenses on the underlying customer contracts are recognized in
the income statement in accordance with progress. Consequently, negative NOK 2 million (NOK
101 million in 2018) of the value of the forward contracts have already impacted the income
statement indirectly as revenues and expenses are recognized based on updated forecasts and
progress. The NOK 9 million (negative NOK 1 million in 2018) that are currently recorded directly
JOUIFIFEHJOHSFTFSWF XJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBST

-8

5PUBMBNPVOUSFDMBTTJæFEUPQSPæUPSMPTT

-3
-98

Tax on movements on reserves during the year

-7

Balance as of December 31, 2019

11

Interest Rate Swaps
Aker Solutions currently has two outstanding bonds. For the bond
PG/0, BUæPBUJOHJOUFSFTUSBUFTNBUVSJOH+VMZ  
/0,NJMMJPOIBTCFFOTXBQQFEUPåYFEJOUFSFTUSBUF'PSUIF
CPOEPG/0, NJMMJPOBUæPBUJOHJOUFSFTUSBUFTNBUVSJOH+VOF
  /0,NJMMJPOIBTCFFOTXBQQFEUPåYFEJOUFSFTUSBUF
Floating interest rates are tied to inter-bank offered rates (NIBOR
for NOK).
:LLUV[Lfor more information about borrowings
:LLUV[LFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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5V[L-PUHUJPHS(ZZL[ZHUK3PHIPSP[PLZ
-PUHUJPHSHZZL[ZHUKSPHIPSP[PLZPU[OLNYV\WJVUZPZ[VM
PU]LZ[TLU[ZPUV[OLYJVTWHUPLZ[YHKLHUKV[OLYYLJLP]HISLZ
JHZOHUKJHZOLX\P]HSLU[ZMVY^HYKMVYLPNUL_JOHUNL
JVU[YHJ[Z[YHKLHUKV[OLYWH`HISLZIVYYV^PUNZHUKLX\P[`

;OL-HPY=HS\L/PLYHYJO`
The following table shows the carrying amounts and fair values of
åOBODJBMBTTFUTBOEåOBODJBMMJBCJMJUJFT JODMVEJOHUIFJSMFWFMTJOUIF
fair value hierarchy. It does not include fair value information for
åOBODJBMBTTFUTBOEåOBODJBMMJBCJMJUJFTOPUNFBTVSFEBUGBJSWBMVFJG
the carrying amount is a reasonable approximation of fair value.
'PSåOBODJBMJOTUSVNFOUTNFBTVSFEBUGBJSWBMVF UIFMFWFMTJOUIF
GBJSWBMVFIJFSBSDIZBSF


-FWFM'BJSWBMVFTBSFCBTFEPOQSJDFTRVPUFEJOBOBDUJWF
market for identical assets or liabilities.



-FWFM'BJSWBMVFTBSFCBTFEPOQSJDFJOQVUPUIFSUIBORVPUFE
prices. Such prices are derived from observable market
transactions in an active market for identical assets or liabilities.
Level 2 includes currency or interest derivatives and interest
bonds, typically when the group uses forward prices on foreign
exchange rates or interest rates as inputs to valuation models.



-FWFM'BJSWBMVFTBSFCBTFEPOVOPCTFSWBCMFJOQVU NBJOMZ
based on internal assumptions used in the absence of quoted
prices from an active market or other observable price inputs.

Note 25 continues on next page
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Note 25 Financial Assets and Liabilities cont.

Financial Instruments as of December 31, 2019
Carrying value
Amortized
cost

Equity
investments
at FVOCI1

Financial liabilities
at FVTPL1

0UIFSæOBODJBM
liabilities

0

0

93

0

0

122

0

0

0

0

3,275

0

Fair value - hedging
instruments

Financial assets
at FVTPL1

Other investments2

0

Non-current receivables

0

Trade and other receivables

"NPVOUTJO/0,NJMMJPO

Forward foreign exchange contracts

Fair value

Total

Level 1

Level 2

Level 3

Total

0

93

0

0

93

93

0

122

0

0

0

0

0

0

3,275

0

0

0

0

151

0

0

0

0

0

151

0

151

0

151

Interest rate instruments

5

0

0

0

0

0

5

0

5

0

5

Current interest-bearing receivables

0

9

0

0

0

0

9

9

0

0

9

Cash and cash equivalents

0

0

1,898

0

0

0

1,898

0

0

0

0

156

9

5,295

93

0

0

5,553

9

156

93

258

0

0

0

0

0

-3,280

-3,280

-2,551

0

-784

-3,334

Current borrowings

0

0

0

0

0

-217

-217

0

0

-217

-217

Trade and other payables4

0

0

0

0

0

-4,197

-4,197

0

0

0

0

Forward foreign exchange contracts

-121

0

0

0

0

0

-121

0

-121

0

-121

Financial liabilities

-121

0

0

0

0

-7,694

-7,816

-2,551

-121

-1,001

-3,673

Financial assets

Non-current borrowings3
3

 '751-JTTIPSUGPSGBJSWBMVFUISPVHIQSPåUBOEMPTT '70$*JTTIPSUGPSGBJSWBMVFUISPVHIPUIFSDPNQSFIFOTJWFJODPNF 









 *OWFTUNFOUTJOMFWFMDPOTJTUPGMJTUFETIBSFEXJUIRVPUFENBSLFUQSJDFT BOEJOWFTUNFOUTJOMFWFMBSFTIBSFTXIFSFGBJSWBMVFDBOOPUCFNFBTVSFESFMJBCMZBTUIFåOBODJBMJOTUSVNFOUJTOPUUSBEFEJOBOBDUJWFNBSLFU5IFCFTUFTUJNBUFPGGBJS
value is initial purchase price.
3) Fair value is quoted prices for the bonds noted on the Oslo Stock Exchange.
 5SBEFBOEPUIFSQBZBCMFTUIBUBSFOPUåOBODJBMMJBCJMJUJFTBUOFHBUJWF/0, NJMMJPOJOBSFOPUJODMVEFE
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Note 25 Financial Assets and Liabilities cont.

Financial Instruments as of December 31, 2018
Carrying value
Amortized
cost

Equity
investments
at FVOCI1

Financial liabilities
at FVTPL1

0UIFSæOBODJBM
liabilities

Total

Level 1

Level 2

Level 3

Total

0

0

79

0

0

79

0

0

79

79

0

84

0

0

0

84

0

0

0

0

0

3,328

0

0

0

3,328

0

0

0

0

Fair value - hedging
instruments

Financial assets
at FVTPL1

Other investments2

0

Non-current receivables

0

Trade and other receivables

0

"NPVOUTJO/0,NJMMJPO

Fair value

Forward foreign exchange contracts

218

0

0

0

0

0

218

0

218

0

218

Current interest-bearing receivables

0

25

21

0

0

0

47

25

0

0

25

Cash and cash equivalents

0

0

2,473

0

0

0

2,473

0

0

0

0

218

25

5,906

79

0

0

6,228

25

218

79

322

Non-current borrowings3

0

0

0

0

0

-1,788

-1,788

-1,515

0

-291

-1,806

Current borrowings3

0

0

0

0

0

-1,125

-1,125

-1,014

0

-114

-1,128

Deferred consideration

0

0

0

0

-34

0

-34

0

0

-34

-34

Trade and other payables5

0

0

0

0

0

-3,913

-3,913

0

0

0

0

-163

0

0

0

0

0

-163

0

-163

0

-163

-9

0

0

0

0

0

-9

0

-9

0

-9

-172

0

0

0

-34

-6,826

-7,032

-2,529

-172

-439

-3,139

Financial assets

4

Forward foreign exchange contracts
Interest rate instruments
Financial liabilities

 '751-JTTIPSUGPSGBJSWBMVFUISPVHIQSPåUBOEMPTT '70$*JTTIPSUGPSGBJSWBMVFUISPVHIPUIFSDPNQSFIFOTJWFJODPNF
 *OWFTUNFOUTJOMFWFMDPOTJTUPGMJTUFETIBSFEXJUIRVPUFENBSLFUQSJDFT BOEJOWFTUNFOUTJOMFWFMBSFTIBSFTXIFSFGBJSWBMVFDBOOPUCFNFBTVSFESFMJBCMZBTUIFåOBODJBMJOTUSVNFOUJTOPUUSBEFEJOBOBDUJWFNBSLFU5IFCFTUFTUJNBUFPGGBJS
value is initial purchase price.
3) Fair value is quoted prices for the bonds noted on the Oslo Stock Exchange.
 'BJSWBMVFJTCBTFEPOOFUQSFTFOUWBMVFPGFTUJNBUFEGVUVSFQSPåUTPGBTVCTJEJBSZ5IFSFJTOPMJNJUUPUIFNBYJNVNQPUFOUJBMQBZPVU
 5SBEFBOEPUIFSQBZBCMFTUIBUBSFOPUåOBODJBMMJBCJMJUJFTBUOFHBUJWF/0, NJMMJPOJOBSFOPUJODMVEFE

See note 14 for more information about trade and other receivables
See note 17 for more information about borrowings
See note 21 for more information about trade and other payables

See note 22GPSNPSFJOGPSNBUJPOBCPVUåOBODJBMSJTLNBOBHFNFOU
See note 24 for more information about derivatives
See note 28 for more information about other investments
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5V[LSubsidiaries

Company
Aker Solutions Enterprises, LDA

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
The consolidated statements include all entities controlled by
Aker Solutions ASA. Control exists when the company has
UIFQPXFS EJSFDUMZPSJOEJSFDUMZ UPHPWFSOUIFåOBODJBMBOE
PQFSBUJOHQPMJDJFTPGBOFOUJUZTPBTUPPCUBJOCFOFåUTGSPN
JUTBDUJWJUJFT5IFåOBODJBMTUBUFNFOUTPGUIFTVCTJEJBSJFTBSF
JODMVEFEJOUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTGSPNUIF
date control commences until the date control ceases. Noncontrolling interests (NCIs) are measured on initial recognition
at their portion of fair values, and yearly earnings are
allocated to the NCI according to their ownership interest.

Location

Country

Percent

Luanda

Angola

49

Aker Solutions Pty Ltd

Perth

Australia

100

Aker Solutions Azerbaijan LLC

Baku

Azerbaijan

100

Aker Solutions do Brasil Ltda

Curitiba

Brazil

100

C.S.E. Mecânica e Instrumentacâo Ltda

Curitiba

Brazil

100

Kuala Belait

Brunei

100

Newfoundland

Canada

100

Aker Solutions Canada Inc

Vancouver

Canada

100

Aker Solutions (Shenzhen) Co. Ltd

Shenzhen

China

100

Aker Solutions Sdn Bhd
Aker Solutions Asset Integrity and Management
Canada Inc.

Aker Solutions Congo SA
Aker Solutions Cyprus Limited
Aker Solutions SAS

Point-Noire

Congo

70

Limassol

Cyprus

100

Paris

France

100

Adabraka

Ghana

90

Subsidiaries

Aker Solutions Ghana Ltd

Aker Solutions has 54 subsidiaries in 25 countries at the
reporting date. The group holds the majority of the shares in all
subsidiaries except four, see description below. Subsidiaries
fully owned or controlled by Aker Solutions as of December
31, 2019 are listed below. If not stated otherwise, ownership
equals the percentage of voting shares.

Aker Powergas Pvt Ltd

Mumbai

India

95

Aker Powergas Subsea Pvt Ltd

Mumbai

India

95

Aker Engineering International Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Engineering Malaysia Sdn Bhd

Kuala Lumpur

Malaysia

90

Aker Solutions APAC Sdn Bhd

Kuala Lumpur

Malaysia

48

Aker Solutions India Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions Malaysia Sdn Bhd

Kuala Lumpur

Malaysia

100

"LFS4PMVUJPOT6NCJMJDBM"TJB1BDJåD4EO#IE

Kuala Lumpur

Malaysia

100

Mexico City

Mexico

100

Maputo

Mozambique

100

Zoetemer

Netherlands

100

Aker Solutions de Mexico
Aker Solutions Mocambique Ltda
Aker Solutions BV
Aker Solutions Nigeria Ltd

Ikoyi-Lagos

Nigeria

100

Aker Installation FP AS

Fornebu

Norway

100

Aker Insurance Services AS

Fornebu

Norway

100

Aker Solutions AS

Fornebu

Norway

100

Aker Solutions Holding AS

Fornebu

Norway

100

Note 26 continues on next page
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Note 26 Subsidiaries cont.
Company

Location

Country

Percent

Aker Solutions Middle East AS

Fornebu

Norway

100

Aker Solutions Russia AS

Fornebu

Norway

100

Lierskogen

Norway

100

Fornebu

Norway

100

Doha

Qatar

49

Benestad Solutions AS
KBeDesign AS
Aker Solutions Gulf Services WLL
Aker Process Gulf Co. Ltd

Al-Khobar

Saudi Arabia

100

Aker Solutions Saudi Arabia Co. Ltd.

Al-Khobar

Saudi Arabia

100

Geoje

South Korea

100

Gothenborg

Sweden

100

Örnsköldsvik

Sweden

100

Dar es Salaam

Tanzania

100

Aker Solutions Korea Co. Ltd
Aker Solutions Sweden AB
K Water AB
Aker Solutions Tanzania Ltd
Aker Engineering Malaysia Ltd
Aker Engineering and Technology Ltd

Leeds

UK

100

London

UK

100

Aker Offshore Partner Ltd

Aberdeen

UK

100

Aker Solutions Angola Ltd

Maidenhead

UK

100

Aker Solutions DC Trustees Ltd

London

UK

100

Aberdeen

UK

100

London

UK

49

Aker Solutions Holding Limited

Aberdeen

UK

100

Aker Solutions IP Limited

Aberdeen

UK

100

Maidenhead

UK

100

Aberdeen

UK

95

Aker Solutions EAME Limited
Aker Solutions Enterprises International (UK) Limited

Aker Solutions Ltd
Enovate Systems Limited
International Design Engineering and Services Ltd

Glasgow

UK

100

Aker Solutions Inc.

Houston

USA

100

Aker Solutions USA Corporation

Houston

USA

100

:\IZPKPHYPLZ^OLYL(RLY:VS\[PVUZKVLZUV[OH]L
[OL4HQVYP[`VM:OHYLZ
Aker Solutions has less than 50 percent of the shares in four subsidiaries
as shown in the table. Aker Solutions has control over relevant activities
through shareholders agreements. The subsidiaries are fully consolidated
BOEUIFOPODPOUSPMMJOHJOUFSFTUTIBSFPGQSPåUBOEFRVJUZJTQSFTFOUFEJO
the income statement and in the balance sheet.
:LLUV[L for more information about customer contracts organized as joint arrangements
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5V[L,X\P[`(JJV\U[LK0U]LZ[TLU[Z

5V[L6[OLY0U]LZ[TLU[Z

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

Joint ventures are those entities where the company has joint control
and rights to net assets. Associates are those entities where the
DPNQBOZIBTTJHOJåDBOUJOæVFODF CVUOPUDPOUSPMPSKPJOUDPOUSPM
VTVBMMZCFUXFFOUXFOUZBOEåGUZQFSDFOUPGUIFWPUJOHQPXFS 
Interests in associates and joint ventures are accounted for using
the equity method. The investments are initially recognized at
cost (including transaction costs) and subsequently increased or
EFDSFBTFEUPSFDPHOJ[FUIFTIBSFPGUIFQSPåUPSMPTT5IFQSPåUPS
loss for the equity-accounted investees are presented as other income
when the operations are closely linked to the current operations of
"LFS4PMVUJPOT PUIFSXJTFUIFZBSFQSFTFOUFEBTåOBODJBMJODPNF

Other investments are those entities in which the company does not
IBWFTJHOJåDBOUJOæVFODF5IJTJTVTVBMMZFOUJUJFTXFSFUIFDPNQBOZ
holds less than twenty percent of the voting power. Such investments
are designated as equity securities at fair value through other
comprehensive income (FVOCI) as they represent long-term strategic
investments. When the investments are sold, the accumulated gain
PSMPTTJOFRVJUZJTOPUSFDMBTTJåFEUPUIFJODPNFTUBUFNFOU

Equity Securities
The company had invested NOK 93 million in unlisted shares at
December 31, 2019 compared to NOK 79 million the year before.
The shares are measured at cost less impairment. Cost is used when
there is no quoted marked prices and there is no other information
available to measure fair value.

,X\P[`HJJV\U[LK0U]LZ[TLU[Z
5IFDPNQBOZIBEåWFFRVJUZBDDPVOUFEJOWFTUNFOUTBTPG%FDFNCFS
31, 2019. The book values included in other non-current assets were
BTGPMMPXT
"NPVOUTJO/0,NJMMJPO

Joint ventures

2019

:LLUV[LÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES

2018

15

0

Associates

130

1

Total
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5V[L Related Parties
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
3FMBUFEQBSUZSFMBUJPOTIJQTBSFEFåOFEUPCFFOUJUJFTPVUTJEFUIF"LFS
Solutions group that are under control (either directly or indirectly), joint
DPOUSPMPSTJHOJåDBOUJOæVFODFCZUIFPXOFSTPG"LFS4PMVUJPOT3FMBUFE
parties are in a position to enter into transactions with the company
that would potentially not be undertaken between unrelated parties. All
transactions in the Aker Solutions group with related parties have been
based on arm's length terms.

;YHUZHJ[PVUZHUK)HSHUJLZ^P[O9LSH[LK7HY[PLZ
2019

2018

 

3,360

Operating costs



-315

Depreciation and impairment of ROU assets



0



0

"NPVOUTJO/0,NJMMJPO

Income statement
Operating revenues

/FUåOBODJBMJUFNT

Related Parties of Aker Solutions
The largest shareholder of Aker Solutions is Aker Kværner Holding AS
which is controlled by Aker ASA (70 percent). Aker ASA is controlled
by The Resource Group TRG AS, a company controlled by Kjell Inge
Røkke. The Resource Group TRG AS is the ultimate parent company
of Aker Solutions ASA. In this respect, all entities owned by Aker ASA
and entities which Kjell Inge Røkke and his close family controls through
The Resource Group TRG AS are considered related parties to Aker
Solutions. These entities include companies like Akastor, Kvaerner and
Aker BP and are referred to as Aker entities in this note. Non-controlling
JOUFSFTUTXJUITJHOJåDBOUJOæVFODFBSFBMTPDPOTJEFSFEBTSFMBUFEQBSUJFT

Balance sheet


0

Lease receivables, long term



0

Trade receivables



594



45

Right-of-use (ROU) assets

Non-current interest-bearing receivable
Lease receivables, short term



0

Non-current leasing liabilities



0



-75



-1



0

Trade payables
Current interest-bearing loan
Current leasing liabilities
Note 29 continues on next page
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Note 29 Relate Parties cont.

;OL4HQVY9LSH[LK7HY[PLZ;YHUZHJ[PVUZ

1VPU[(YYHUNLTLU[^P[O2]HLYULY

Aker Solutions has several transactions with related parties on a recurring
basis as part of normal business and leases property from related parties.
#FMPXJTBEFTDSJQUJPOPGUIFTJHOJåDBOUSFMBUFEQBSUZUSBOTBDUJPOTBOE
balances in 2019.

Aker Solutions has entered into two joint arrangement with Kværner
ASA for deliveries under customer contracts. One is a joint operation,
as the parties are jointly and severally liable for the project performance
in an arrangement without a legal structure. Aker Solutions presents its
QFSDFOUTIBSFPGSFWFOVF DPTU BTTFUTBOEMJBCJMJUJFTJOUIFåOBODJBM
statements. The other one is a joint venture structured in a limited
company. The joint venture is accounted for using the equity method.
5IFQSPåUGSPNUIFKPJOUWFOUVSFJTOPUTJHOJåDBOUJO

3LHZL(NYLLTLU[Z^P[O;OL9LZV\YJL.YV\W;9.(:
Aker Solutions leases several of its industrial buildings in Norway
including Tranby, Egersund and Ågotnes from companies owned by The
Resource Group TRG AS, a company fully owned by Kjell Inge Røkke.
"LFS4PMVUJPOTBMTPMFBTFTPGåDFCVJMEJOHTGSPN'PSOFCV(BUFXBZ"4 
where TRG owns 40 percent of the shares. In 2019, Aker Solutions paid
NOK 66 million in rent to the real estate companies owned by TRG and
NOK 100 million in rent to Fornebu Gateway AS (NOK 65 million to the
real estate companies owned by TRG and NOK 92 million in rent to
Fornebu Gateway AS in 2018). Further, Aker Solutions has sub-lease
JODPNFGSPNPUIFS"LFSDPNQBOJFTPG/0,NJMMJPO /0,
million).

*VTTLYJPHS*VU[YHJ[Z^P[O2]HLYULYHUK(RLY)7
Aker Solutions both buys from and delivers services and products to
Kvaerner through subcontractor agreements. Aker Solutions holds
agreements for delivery of equipment and services to Aker BP for various
PJMåFMETPGGTIPSF/PSXBZ

6[OLY
0UIFSBHSFFNFOUTXJUISFMBUFEQBSUJFTJODMVEF


Aker Solutions contributed NOK 79 million in 2019 (NOK 76 million
in 2018) to Aker Pensjonskasse, which is a fund established by Aker
to manage the retirement plan for employees and retirees in Aker
Solutions and other Aker companies. In addition, Aker Solutions is
committed to fund up to NOK 60 million if required.



Aker Solutions supported the group's union representative function
with NOK 540,000 in 2019 (NOK 525,000 in 2018)

:LLUV[L for more information about customer contract assets and receivables
:LLUV[L for more information about leasing contracts
:LLUV[L for more information about trade and other payables
See note 22 for more information about guarantee commitments for Akastor
:LLUV[L for more information about subsidiaries
:LLUV[L for more information about joint arrangements and associates
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Note 30 Management Remuneration
9LT\ULYH[PVU[V[OL)VHYKVM+PYLJ[VYZ
The current Board of Directors has been elected by the general meeting to serve for an appointment period of two years. The shareholder elected directors are serving for the period
2018-2020, while the employee elected directors are serving for the period 2019-2021. Fees to the Board of Directors are approved by the annual general meeting. The board held 10
meetings in 2019 with an average attendance rate of 90 percent. In addition, certain matters were processed by way of circulation of documents. The audit committee held 6 meetings in
2019. As of December 31, 2019 the audit committee comprised Birgit Aagaard-Svendsen (chairperson), Kristian Røkke and Atle Teigland.
The fees in the table below represent what is recognized as expenses in the income statement based on expected fees to be approved at the annual general meeting to be held in April
2020. The directors did not receive any other fees except for employee elected directors who have received salary as employees. No agreements exist which entitle the directors to any
extraordinary compensation. As of December 31, 2019, two of the employee appointed directors have loans from the company related to purchase of Aker Solutions’ shares under the
FNQMPZFFTIBSFQSPHSBN)JMEF,BSMTFOIBTBMPBOPG/0, BOE"VEVO#S¿UIFOIBTBMPBOPG/0, 
2019

2018

2019

Number of shares owned1

"NPVOUTJO/0,

Øyvind Eriksen3
Koosum Kalyan
Birgit Aagaard-Svendsen

Chairman

2018

Audit Committee fees

Board fees2

Audit Committee fees

Board fees2

0

0

0

620,000

0

610,000

0

0

0

422,500

0

400,000

25,000

25,000

215,000

360,000

157,500

262,500

Henrik O. Madsen

0

0

0

360,000

0

262,500

Kristian Røkke3

0

0

125,000

360,000

90,000

262,500

Hilde Karlsen

10,925

5,363

0

180,000

0

175,000

Atle Teigland

8,751

8,751

125,000

180,000

120,000

175,000

4

3,973

na

0

135,000

na

na

Oddvar Hølland5

na

3,179

0

45,000

0

175,000

Kjell Inge Røkke 6,7

na

0

na

na

0

87,500

Anne Drinkwater6

na

na

na

na

52,500

137,500

48,649

42,293

465,000

2,662,500

420,000

2,547,500

Audun Bråthen

Total

1) The number of shares owned covers direct ownership of Aker Solutions ASA only and does not include Øyvind Eriksen's, Kjell Inge Røkke's and Kristian Røkke's indirect ownership.
2) Board fees include an allowance of NOK 12,500 per meeting per physical attendance for board members residing outside the Nordic countries.
3) The fee allocated to Øyvind Eriksen and Kristian Røkke will be paid to Aker ASA.
4) Audun Bråthen was elected by employees of Aker Solutions during spring of 2019. The fee is calculated for a proportionate part of the year.
5) Oddvar Hølland served as an employee elected director until spring 2019. The fee is calculated for a proportionate part of the year.
6) Board members served as directors until the general meeting held in 2018.
7) At the general meeting held in 2018, Kjell Inge Røkke was appointed deputy director.
Note 30 continues on next page
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Note 30 Management Remuneration cont.

9LT\ULYH[PVU[V[OL,_LJ\[P]L4HUHNLTLU[;LHT

:OHYL)HZLK7YVNYHT

The main purpose of the executive remuneration program is to encourage a strong and sustainable
performance-based culture, which supports growth in shareholder value. The total remuneration to
FYFDVUJWFTDPOTJTUTPGBåYFECBTFTBMBSZ TUBOEBSEFNQMPZFFCFOFåUTBOEWBSJBCMFQBZQSPHSBNT
5IFDIJFGFYFDVUJWFPGåDFS $&0 BOEUIFFYFDVUJWFNBOBHFNFOUUFBNQBSUJDJQBUFJOUIFTUBOEBSE
QFOTJPOBOEJOTVSBODFTDIFNFTBQQMJDBCMFUPBMMFNQMPZFFT1FOTJPOCFOFåUTGPSUIFFYFDVUJWFT
may also include other elements as outlined in footnote 3 of the table below.

Aker Solutions also has a share based program only offered
to executives (excluding CEO) that started in their position
before January 1, 2016. This program is based on the Aker
Solutions ASA's share price development over a three-year
period compared to the combined average development of
the Philadelphia Oil Service Sector Index (PHLX) and the Oslo
Stock Exchange Benchmark Index (OSEBX) for the same
period. The maximum payment is 20 percent of annual base
salary and is dependent on the executive still being employed
at the date of payment. The company does not offer share
option programs to executives or other employees.

Variable Pay Program
The variable pay program for the CEO is an annual program based on the annual performance
of the Aker Solutions ASA's share price development above the combined average share price
development of the Philadelphia Oil Service Sector Index (PHLX) and the Oslo Stock Exchange
Benchmark Index (OSEBX). No payment is due to the CEO unless the Aker Solutions ASA share
price development exceeds the development of these indexes. The maximum achievable payment
is 66.7 percent of annual base salary.
The variable pay program for the other members of the executive management team is based
POUIFBDIJFWFNFOUPGDPNQBOZTåOBODJBMSFTVMUT BDIJFWFNFOUPGUIFFYFDVUJWFnTJOEJWJEVBM
performance objectives, behavior according to company values and conditions on continued
employment. The variable pay is earned over a period of three years and can potentially be up to
QFSDFOUPGCBTFTBMBSZ5IFQSPHSBNDPOTJTUTPGUXPQBSUT


5IFåSTUQBSUPGUIFWBSJBCMFQBZJTFBSOFEEVSJOHUIFåSTU DVSSFOU ZFBSBOEJTCBTFEPO
DPNQBOZTåOBODJBMSFTVMUTBOEUIFFYFDVUJWFnTJOEJWJEVBMCFIBWJPSBOEBDIJFWFNFOUPG
performance objectives. The maximum value of this part is 53.34 percent of base salary. The
FYFDVUJWFJTQBJEQFSDFOUPGUIJTWBSJBCMFQBZFBSOJOHBGUFSUIFåSTUZFBS BOEQFSDFOUJT
deferred until after the third year.



The second part is conditional on the basis that the executive is still employed after three
years, where the executive receives an additional 50 percent of the variable pay as earned in
UIFåSTUZFBS NBYJNVNQFSDFOUPGCBTFTBMBSZ 

In addition, the executive management is from time to time granted a discretionary variable pay.
There were no discretionary payments made in 2019 or 2018. The remuneration to the executive
management team in 2019 was according to the guidelines of the company.

:OHYL7\YJOHZL7YVNYHTMVY4HUHNLTLU[
Aker Solutions' share purchase program for the executive
managers is based on the general program offered to all
employees, but with a higher maximum amount (25 percent
of base salary). Shares purchased under the management
program were settled in cash by the participants.
Note 30 continues on next page
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Note 30 Management Remuneration cont.

,_LJ\[P]L4HUHNLTLU[9LT\ULYH[PVU 
5IFSFNVOFSBUJPOPGUIFFYFDVUJWFNBOBHFNFOUUFBNJTTIPXOJOUIFUBCMFCFMPX5IFTBMBSZåHVSFTCFMPXSFQSFTFOUFYQFOTFESFNVOFSBUJPOSBUIFSUIBOXIBUJTQBJEPVUJOUIFQFSJPE

"NPVOUTJO/0,

Job title

Luis Araujo
Ole Martin Grimsrud
4

Variable pay1

0UIFSCFOFæUT2

Total remuneration

1FOTJPOCFOFæUFBSOFE
cost to company3

7,727,614

0

388,379

8,115,993

102,262

1,143,333

213,449

15,171

1,371,953

59,339

Period

Base salary

$IJFG&YFDVUJWF0GåDFS

Jan. 1 - Dec. 31

$IJFG'JOBODJBM0GåDFS

Aug. 1 - Dec. 31

Dean Watson

$IJFG0QFSBUJOH0GåDFS

Jan. 1 - Dec. 31

3,886,400

2,058,321

848,392

6,793,113

97,677

Mark Riding

Executive Vice President, Strategy

Jan. 1 - Jun. 30

1,688,956

1,264,461

0

2,953,417

192,653

Valborg Lundegaard

Executive Vice President, Customer Management

Jan. 1 - Dec. 31

2,628,565

1,275,473

34,648

3,938,686

263,461

Knut Nyborg

Executive Vice President, Front End

Jan. 1 - Dec. 31

2,399,600

1,172,788

22,648

3,595,036

223,220

Maria Peralta

Executive Vice President, Products

Jun 1 - Dec. 31

1,633,333

370,269

550,054

2,553,656

62,427

Egil Bøyum5

&YFDVUJWF7JDF1SFTJEFOU (SFFOåFME1SPKFDUT

Jan. 1 - Dec. 31

2,854,478

1,360,709

22,648

4,237,834

223,675

Linda Litlekalsøy Aase

&YFDVUJWF7JDF1SFTJEFOU #SPXOåFME1SPKFDUT

Jan. 1 - Dec. 31

2,283,077

550,510

22,648

2,856,235

168,340

Svein Stoknes

$IJFG'JOBODJBM0GåDFS

Jan. 1 - Jul. 31

1,951,507

1,814,197

1,048,256

4,813,959

102,555

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU (SFFOåFME1SPKFDUT

Jan. 1 - Jun. 30

Total

1,463,000

721,701

124,340

2,309,041

126,645

29,659,863

10,801,877

3,077,184

43,538,924

1,622,254

1) Estimated variable pay earned during the year which was calculated based on the schemes described above including applicable holiday pay allowances and interest on deferred elements.
 0UIFSCFOFåUTJODMVEFNFNCFSTIJQJOUIFTUBOEBSEFNQMPZFFCFOFåUTDIFNFBOEBOBEEJUJPOBMFYFDVUJWFHSPVQMJGFBOEEJTBCJMJUZJOTVSBODF UFSNJOBUJPOCFOFåUT BOEQIPOFBOECSPBECBOEBMMPXBODF*UBMTPJODMVEFTSFMPDBUJPODPTUTTVDIBTIPVTJOH 
children school fees, and individual tax consultancy fees.
 1FOTJPOCFOFåUTJODMVEFUIFTUBOEBSEFNQMPZFFQFOTJPOTDIFNF BQFOTJPODPNQFOTBUJPOTDIFNF GPSUSBOTGFSGSPNCFOFåUUPDPOUSJCVUJPOTDIFNF BEJTBCJMJUZQFOTJPOTDIFNFBOEBDPNQFOTBUJPOSFMBUFEUPFBSMZSFUJSFNFOUGSPNBNBOBHFNFOUQPTJUJPO
4) Dean Watson is also serving as Executive Vice President, Subsea Lifecycle Services.
5) Egil Bøyum was serving as Executive Vice President Products until May 31, 2019.

Note 30 continues on next page
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Note 30 Management Remuneration cont.

,_LJ\[P]L4HUHNLTLU[9LT\ULYH[PVU
5IFSFNVOFSBUJPOPGUIFFYFDVUJWFNBOBHFNFOUUFBNJTTIPXOJOUIFUBCMFCFMPX5IFTBMBSZåHVSFTCFMPXSFQSFTFOUFYQFOTFESFNVOFSBUJPOSBUIFSUIBOXIBUJTQBJEPVUJOUIFQFSJPE
1FOTJPOCFOFæUFBSOFE
cost to company3

Period

Base salary

Variable pay1

0UIFSCFOFæUT2

Total remuneration

$IJFG&YFDVUJWF0GåDFS

Jan. 1 - Dec. 31

7,366,154

5,600,000

1,856,004

14,822,158

99,493

$IJFG'JOBODJBM0GåDFS

Jan. 1 - Dec. 31

2,984,412

2,957,465

24,401

5,966,279

173,439

Dean Watson4

$IJFG0QFSBUJOH0GåDFS

Jan. 1 - Dec. 31

3,621,477

2,618,225

1,151,936

7,391,638

94,350

Mark Riding

Executive Vice President, Strategy

Jan. 1 - Dec. 31

3,280,894

2,908,812

0

6,189,706

505,216

Valborg Lundegaard

Executive Vice President, Customer Management

Jan. 1 - Dec. 31

2,507,142

2,552,541

40,606

5,100,288

264,046

Knut Nyborg

Executive Vice President, Front End

Jan. 1 - Dec. 31

2,314,523

1,522,733

25,200

3,862,456

229,448

Egil Bøyum

Executive Vice President, Products

Jan. 1 - Dec. 31

2,589,609

2,662,502

20,030

5,272,142

252,539

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU (SFFOåFME1SPKFDUT

Jan. 1 - Dec. 31

2,593,769

2,408,489

25,599

5,027,857

249,480

David Clark

Executive Vice President, Services

Jan. 1 - Oct. 18

2,776,159

1,212,450

1,047,126

5,035,735

303,890

Linda Litlekalsøy Aase

&YFDVUJWF7JDF1SFTJEFOU #SPXOåFME1SPKFDUT

Oct. 18 - Dec. 31

465,441

273,662

5,194

744,297

34,733

30,499,580

24,716,880

4,196,095

59,412,555

2,206,634

"NPVOUTJO/0,

Job title

Luis Araujo
Svein Stoknes

Total

1) Estimated variable pay earned during the year which was calculated based on the schemes described above including applicable holiday pay allowances and interest on deferred elements.
 0UIFSCFOFåUTJODMVEFNFNCFSTIJQJOUIFTUBOEBSEFNQMPZFFCFOFåUTDIFNFBOEBOBEEJUJPOBMFYFDVUJWFHSPVQMJGFBOEEJTBCJMJUZJOTVSBODF IPVTJOH SFMPDBUJPODPTUT DIJMESFOTDIPPMGFFT QIPOFBOECSPBECBOEBMMPXBODF JOEJWJEVBMUBYDPOTVMUBODZGFFT
for some international employments and severance payment.
 1FOTJPOCFOFåUTJODMVEFUIFTUBOEBSEFNQMPZFFQFOTJPOTDIFNF BQFOTJPODPNQFOTBUJPOTDIFNF GPSUSBOTGFSGSPNCFOFåUUPDPOUSJCVUJPOTDIFNF BEJTBCJMJUZQFOTJPOTDIFNFBOEBDPNQFOTBUJPOSFMBUFEUPFBSMZSFUJSFNFOUGSPNBNBOBHFNFOUQPTJUJPO
4) Effective October 18, 2018 Dean Watson is also serving as Executive Vice President, Subsea Lifecycle Services.

Note 30 continues on next page
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Note 30 Management Remuneration cont.

:OHYLOVSKPUNHUK;LYTPUH[PVU(NYLLTLU[Z
The company practice standard employment contracts and standard terms and conditions regarding notice period and
severance pay for the CEO and the members of the executive management team. The below table sets out information
of notice period and severance pay as well as shareholding applicable to the current executive management team.
Job title

Luis Araujo

$IJFG&YFDVUJWF0GåDFS

Ole Martin Grimsrud

$IJFG'JOBODJBM0GåDFS

Dean Watson

$IJFG0QFSBUJOH0GåDFS

Mark Riding

Executive Vice President, Strategy

Number of shares owned

Notice period

Severance pay

104,660

3 months

6 months

14,088

3 months

6 months

0

3 months

6 months

32,006

3 months

3 months

Valborg Lundegaard

Executive Vice President, Customer Management

5,185

3 months

6 months

Knut Nyborg

Executive Vice President, Front End

1,594

3 months

6 months

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU (SFFOåFME1SPKFDUT

Linda Litlekalsøy Aase

&YFDVUJWF7JDF1SFTJEFOU #SPXOåFME

Maria Peralta

Executive Vice President, Products

4,198

3 months

6 months

23,551

3 months

6 months

7,824

3 months

6 months

The following members of the executive management team had loans with the company as of December 31, 2019, in all cases related to the
FNQMPZFFTIBSFQSPHSBN-VJT"SBVKP /0,  0MF.BSUJO(SJNTSVE /0,  BOE-JOEB-JUMFLBMTÒZ"BTF /0,  

:LLUV[Lfor more information about salaries for employees and the general share purchase program
:LLUV[L for more information about pension arrangements
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5V[L(\KP[-LLZ

Note 32 Subsequent Events

KPMG is the auditor of the group. The table below presents expenses for
audit and other services to the auditor.

*6=0+ WHUKLTPJHUK4HYRL[<UJLY[HPU[`

Aker Solutions ASA
"NPVOUTJO/0,NJMMJPO

Audit

Subsidiaries

Total

2019

2018

2019

2018

2019

2018

5.9

4.9

15.1

9.6

21.0

14.5

Other assurance services

0.0

0.2



0.3



0.5

Tax services

0.0

0.0



0.6



0.6

Other non-audit services



0.0



1.0



1.0

Total



5.1



11.5



16.6

%VSJOHUIFåSTURVBSUFSPG UIFTQSFBEPGUIF$07*%WJSVTDBVTFEHMPCBM
disruption, with negative consequences both for human health and economic
activity. At the date of this report, employees in several Aker Solutions
PGåDFTXPSLFEGSPNIPNFBOEUIFTVCTFBNBOVGBDUVSJOHQMBOUJO1PSU,MBOH
(Malaysia), Macae and Curitiba (Brazil) were temporarily shut down. Many
non-Norwegian hired-ins in Egersund (Norway) have returned home to their
respective countries, and offshore activities in the North Sea, both Norwegian
and UK sector were reduced. The challenging commodity price environment
together with the effects of the Covid-19 pandemic create unprecedented
VODFSUBJOUZBOEXJMMIBWFBOBEWFSTFJNQBDUPOCPUIBDUJWJUZBOEåOBODJBM
performance of Aker Solutions. Due to the high level of uncertainties at the time
UIJTSFQPSUXBTåOBMJ[FE JUJTTUJMMEJGåDVMUUPRVBOUJGZNPSFFYBDUMZUIFBEWFSTF
effects and it is also too early to conclude on timing and path of recovery.
'SPNBåOBODJBMSFQPSUJOHQFSTQFDUJWF UIF$07*%QBOEFNJDBOEUIFNBSLFU
uncertainty is expected to impact the execution of deliveries to clients and the
performance of the company. Further, it could impact the long-term market outlook
and future assessments of recoverable amounts of Aker Solutions' assets.

9LZ[Y\J[\YPUNHUK[LTWVYHY`SH`VɈZ
Aker Solutions announced in January 2020 plans to further streamline the
global subsea manufacturing capacity, which includes closing down the XMT
production in Tranby, Norway. Tranby will continue to serve as a technology
center for research and development with manufacturing capability for subsea
pumps and workover systems. Further, as a consequence of the outbreak of
the COVID-19 pandemic and the associated market uncertainty, Aker Solutions
JTTVFEOPUJåDBUJPOPGUFNQPSBSZMBZPGGUPBMM FNQMPZFFTJO/PSXBZJO
.BSDI5IFOPUJåDBUJPOXBTTFOUJODBTFUIFDPNQBOZXPVMEFYQFSJFODF
disruption in production and other activities due to the pandemic outbreak. To
SFEVDFUIFOFHBUJWFJNQBDUPOåOBODJBMQFSGPSNBODF UIFDPNQBOZJTBTTFTTJOH
further restructuring globally to align the capacity with the demand for products
and services.
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STATEMENTS
Note 1 Company Information
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Note 3 Financial Income and Expenses
Note 4 Tax
Note 5 Investments in Group Companies
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Note 8 Receivables and Borrowings from Group
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Note 10 Guarantees
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Income Statement
For the year ended December 31

"NPVOUTJO/0,NJMMJPO

Note

2019

2018

Operating revenues

2

26

25

Operating expenses

2

-74

-144

-49

-118

1,400

0

Operating loss

Income from subsidiaries

5

/FUåOBODJBMFYQFOTFT

3

Earnings before tax
Income tax
Net earnings

4

-236

-196

1,115

-315

8

48

1,123

-266

Net earnings (loss) for the period distributed as follows:
Other equity

1,123

-266

Net earnings

1,123

-266
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Balance Sheet
Statement as of December 31

Note

2019

2018

Deferred tax asset

4

245

235

Investments in group companies

5

11,438

11,438

Other equity

3,714

2,574

Non-current interest-bearing receivables from group companies

8

52

34

Total equity

6

4,008

2,867

Non-current borrowings

7

3,058

1,459

3,058

1,459

"NPVOUTJO/0,NJMMJPO

Assets

"NPVOUTJO/0,NJMMJPO

Note

2019

2018

294

294

Equity and liabilities

Other non-current interest-bearing receivables
Total non-current assets

2

2

11,737

11,708

622

399

Issued capital

Total non-current liabilities
Current interest-bearing receivables from group companies

8

Non-interest bearing receivables from group companies

8

81

21

Financial instruments

9

238

450

0

2

Other current receivables
Cash and cash equivalents

Total assets

7

20

1,024

8

5,531

8,085

Non interest-bearing liabilities from group companies

8

13

0

9

272

400

41

4

264

1,258

Financial instruments

1,206

2,130

Other current liabilities

12,943

13,838

Total current liabilities

5,877

9,512

Total liabilities

8,935

10,971

12,943

13,838

8

Total current assets

Current borrowings
Current borrowings from group companies

Total equity and liabilities

Fornebu, March 24, 2020
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

Koosum Kalyan
Director

Kristian Røkke
Director

Birgit Aagaard-Svendsen
Director

Atle Teigland
Director

Hilde Karlsen
Director

Audun Bråthen
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Henrik O. Madsen
Director
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$BTIçPX
Statement for the year ended December 31

"NPVOUTJO/0,NJMMJPO

2019

2018

Earnings (loss) before tax

1,115

-315

84

-61

1SPåU MPTT POGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
Changes in other operating assets and liabilities

594

167

1,792

-208

Increase in investments in subsidiaries

0

0

Net cash used in investing activities

0

0

-241

-109

-2,553

940

59

0

Net cash from operating activities

Changes in borrowings to group companies
Changes in borrowings from group companies
Shares issued to employees through share purchase program
Repurchase of treasury shares

-51

0

-2,786

831

Net increase (decrease) in cash and cash equivalents

-994

623

Cash and cash equivalents at the beginning of the period

1,258

635

264

1,258

/FUDBTIGSPNæOBODJOHBDUJWJUJFT

1

Cash and cash equivalents at the end of the period

1) Unused credit facilities amounted to NOK 4,400 million as of December 31, 2019 (NOK 5,000 million as of December 31, 2018).

5IFDBTIæPXTUBUFNFOUIBTCFFOQSFQBSFEVTJOHUIFJOEJSFDUNFUIPE
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Notes to the Parent Company
Financial Statements
For the year ended December 31

5V[L Company Information
Aker Solutions ASA is the parent company and owner of Aker Solutions Holding AS.
Aker Solutions ASA is domiciled in Norway and listed on the Oslo Stock Exchange. The
åOBODJBMTUBUFNFOUTPGUIFQBSFOUDPNQBOZBSFQSFQBSFEJOBDDPSEBODFXJUI/PSXFHJBO
legislation and Norwegian Generally Accepted Accounting Principles.

Note 2 Operating Revenue and Expenses
Revenue
Operating revenue consists of NOK 26 million in income from Parent
Company Guarantees (PCG). The PCGs are invoiced annually over the
lifetime of the guarantee.

Expenses
There are no employees in Aker Solutions ASA and hence no personnel
expenses. Executive management and corporate staff are employed by
other Aker Solutions companies. Costs for their services as well as other
parent company costs are recharged proportionally to Aker Solutions
ASA and presented as operating expenses. Remuneration to and
shareholding of managing director Luis Araujo and Board of Directors
are described in note 30 Management Remuneration in the consolidated
åOBODJBMTUBUFNFOUT

(\KP[MLLZ[V274.
2019

2018

Audit

5.7

4.9

Other assurance services

0.3

0.2

Other non-audit services

0.1

0.0

Total

6.1

5.1

"NPVOUTJO/0,NJMMJPO

:LLUV[Lfor more information about guarantees
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Note 3-PUHUJPHS0UJVTLHUK,_WLUZLZ
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
-VYLPNU*\YYLUJ`
Transactions in foreign currencies are translated at the exchange
rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
translated to NOK at the exchange rate on that date.

-VYLPNU*\YYLUJ`+LYP]H[P]LZ
4VCTJEJBSJFTIBWFFOUFSFEJOUPJOUFSOBMåOBODJBMEFSJWBUJWF
contracts with the parent company to hedge their currency
exposure. The parent company uses foreign exchange contracts
with external banks to mitigate the currency exposure from the
internal derivative contracts with the subsidiaries. Aker Solutions
"4"EPFTOPUBQQMZIFEHFBDDPVOUJOHBOEåOBODJBMBTTFUTBOE
liabilities related to foreign currency contracts are measured at fair
value with changes recognized in the income statement.

Interest Rate Derivatives
Aker Solutions enters into interest rate derivatives (interest rate
TXBQT UPBWPJEVOCBMBODFEFYQPTVSFUPæVDUVBUJPOTJOTIPSUUFSN
JOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUIæPBUJOHJOUFSFTU
SBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTUPNBJOUBJOUIFQSFGFSSFE
TQMJUCFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT5IFTXBQTBSF
DMBTTJåFEBTDBTIæPXIFEHFTBOENBSLFUWBMVFTBSFBDDPVOUFE
for against equity.

-PUHUJPHS0UJVTLHUK,_WLUZLZ
"NPVOUTJO/0,NJMMJPO

Interest income from group companies

2019

2018

68

49

Interest expense to group companies

-95

-77

Net interest expenses from group companies

-26

-27

External interest income

1

5

External interest expenses

-208

-177

Net external interest expense

-207

-173

-4

-5

Loss on loans to group companies
0UIFSåOBODJBMFYQFOTFT

-2

-2

Foreign exchange loss

-1,235

-1,502

Foreign exchange gain

1,237

1,513

/FUPUIFSæOBODJBMJUFNT
/FUæOBODJBMFYQFOTFT

-4

4



-196

:LLUV[Lfor more information about borrowings
:LLUV[L FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖRISKÖMANAGEMENTÖANDÖÙNANCIALÖINSTRUMENTS
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5V[L Tax
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

2019

2018

Origination and reversal of temporary differences

12

55

Witholding tax

-4

-7

8

48

"NPVOUTJO/0,NJMMJPO

2019

2018

Income tax 22% (23% in 2018)

-245

72

Tax on permanent differences

258

-7

-4

-7

No change in deferred tax rate in 2019 (Change in deferred
tax rate from 23% to 22% in 2018)

0

-11

Total tax income

8

48

"NPVOUTJO/0,NJMMJPO

Tax expenses in the income statement comprise current tax and changes in deferred tax.
Deferred tax is calculated as 22 percent of temporary differences between accounting
and tax values as well as any tax losses carried forward at the year-end. Net deferred tax
assets are recognized only to the extent that it is probable they will be utilized against
GVUVSFUBYBCMFQSPåUT

*ODPNFUBYCFOFæU

Total tax income

Deferred Tax Asset and Tax Expenses
"NPVOUTJO/0,NJMMJPO

2019

2018

Calculation of taxable income
Earnings (loss) before tax
Permanent differences
Change in timing differences
Taxable income

1,115

-315

-1,171

28

148

-53

91

-339

Positive (and negative) temporary differences
Unrealized gain on forward exchange contracts
Interest rate swaps
Impairment on internal receivables

-39

60

5

-7

-48

0

Tax loss carried forward

-1,028

-1,120

Basis for deferred tax

-1,110

-1,066

245

233

-1

1

244

235

Deferred tax in income statement
Deferred tax in equity
Deferred tax asset

The Company has a temporary difference related to the limitation of the deductibility of
interest of NOK 233 million which is not recognized in the balance sheet.

,ɈLJ[P]L;H_9H[L

Witholding tax
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5V[L Investments in Group Companies

5V[L:OHYLOVSKLYZ»,X\P[`

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

-PUHUJPHS9LWVY[PUN7YPUJPWSLZ

Investments in subsidiaries are measured at cost. The investments are written down to
fair value when the impairment is not considered to be temporary. Impairment losses are
reversed if the basis for the impairment is no longer present.

Repurchase of share capital is recognized at cost as a reduction in equity
BOEJTDMBTTJåFEBTUSFBTVSZTIBSFT/PHBJOPSMPTTJTSFDPHOJ[FEJOUIF
income statement on the purchase or sale of the company's own shares.

Dividends and other distributions from subsidiaries are recognized in the same year as
UIFZBSFSFDPHOJ[FEJOUIFåOBODJBMTUBUFNFOUPGUIFQSPWJEFS1. If the distributed dividend
JOUIFTVCTJEJBSZFYDFFETBDDVNVMBUFEQSPåUTJOUIFPXOFSTIJQQFSJPE UIFQBZNFOUJT
treated as a reduction of the carrying value of the investment.

Investment in Group Companies
"NPVOUTJO/0,NJMMJPO

Aker Solutions Holding AS
Total investments in group companies

Registered
PGæDF

Fornebu, Norway

:OHYLOVSKLYZ,X\P[`
"NPVOUTJO/0,NJMMJPO

Equity as of December 31, 2018
Share
capital

3,600

Number
of shares
held

30

Ownership

100%

Book
value

11,438
11,438

 %JWJEFOETPG/0, NJMMJPOJTSFDPHOJ[FEJOUIFBOOVBMBDDPVOUGPSBOEBQQMJFTUPUIFåOBODJBMTUBUFNFOUGPS
JOUIFTVCTJEJBSZBTBSFTVMUPGUIFTVCTJEJBSZTåOBODJBMTUBUFNFOUTUIBUXFSFTVCNJUUFEMBUFSUIBOUIFTJHOJOHPGUIF
annual accounts for the parent company.

Shares issued to employees
through share purchase program1

Share
capital

Treasury
shares

Hedging
reserve

Retained
earnings

Total

294

0

-5

2 579

2 867

0

0

0

59

59

Repurchase of treasury shares2

0

0

0

-51

-51

Earnings for the period

0

0

0

1 123

1 123

$BTIæPXIFEHF3
Equity as of December 31, 2019

0

0

9

0

9

294

0

4

3 710

4 008

1) Aker Solutions subsidiaries operate a share purchase program for employees. The subsidiaries
purchase shares from Aker Solutions ASA in order to settle obligations to the employees under
the program. During 2019, a total of 2,710,165 shares were sold under the program.
2) A total of 2,300,000 treasury shares were acquired in the market in 2019. The number of treasury
shares held by end of 2019 was 101,636. The shares are held for the purpose of future awards
under the share purchase program for employees, as settlement in future corporate acquisitions
or for the purposes as decided by the Board of Directors.
 5IFWBMVFPGJOUFSFTUTXBQBHSFFNFOUTDIBOHJOHJOUFSFTUGSPNæPBUJOHUPåYFEJTSFDPHOJ[FEEJrectly in equity and will be released to income together with the corresponding interest expenses.

The Board of Directors has proposed that no dividend payment be made
for 2019 as it was deemed prudent to exercise caution and conserve
cash amid continued uncertainty about the market outlook. This is the
same as in the prior year.
Note 6 continues on next page
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:OHYL*HWP[HS
Aker Solutions ASA was founded May 23, 2014 with a nominal share capital of NOK
293,807,940 through the issuance of 272,044,389 shares. The total number of outstanding
shares is 272,044,389 at par value NOK 1.08 per share as of December 31, 2019. All
issued shares are fully paid. Aker Solutions ASA has one class of shares, ordinary shares,
with equal rights for all shares. The holders of ordinary shares are entitled to receive
dividends and are entitled to one vote per share at general meetings. The number of own
shares (treasury shares) was 101,636 per December 31, 2019 (511,801 per December 31,
2018). The consideration for these shares was NOK 2 million.
:LLUV[LHUK for more information about the hedging reserve for interest rate swap agreements

5V[L Borrowings
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Interest-bearing borrowings are recognized initially at fair
value less transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortized cost with
any difference between cost and redemption value being
recognized in the income statement over the period of the
borrowings on an effective interest basis.

Norwegian Bonds
The group has two bonds amounting to NOK 2,500 million
listed on the Oslo Stock Exchange denominated in Norwegian
Kroner. The interest rate for both bonds is three months
æPBUJOHJOUFSCBOLSBUFT /*#03 QMVTBQSFEFåOFENBSHJO
Trustee services are provided by Nordic Trustee and the loan
documentation is based on Nordic Trustee's standard loan
agreement for bond issues. The bond loans are unsecured on
a negative pledge basis and include no dividend restrictions.
Aker Solutions' strategy is to have between 30-50 percent of
CPSSPXJOHTBUåYFEJOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOT
XJUIæPBUJOHJOUFSFTUSBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTCZ
means of interest rate derivatives to maintain the desired split
CFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT
Note 7 continues on next page
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Note 7 Borrowings cont.

Bonds and Borrowings
2019
Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest coupon

Maturity date
(mm/dd/yy)

Interest terms

ISIN NO 0010814213

NOK

1,500

1,503

1.80%

3.15%

4.95%

07/25/22

'MPBUJOH . åYNBSHJO

ISIN NO 0010853286

NOK

1,000

993

1.84%

3.00%

4.84%

06/03/24

'MPBUJOH . åYNBSHJO

1.87%

1.10%

2.97%

03/19/23

NIBOR + Margin3

"NPVOUTJO/0,NJMMJPO

Total bond1
Revolving credit facility (NOK 5,000 million)2

2,496
NOK

600

Total borrowings

582
3,078

Current borrowings

20

Non-current borrowings

3,058

Total borrowings

3,078

2018
Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest coupon

Maturity date
(mm/dd/yy)

Interest terms

ISIN NO 0010661051

NOK

1,000

1,011

1.05%

4.20%

5.25%

10/09/19

'MPBUJOH . åYNBSHJO

ISIN NO 0010814213

NOK

1,500

1,497

1.10%

3.15%

4.25%

07/25/22

'MPBUJOH . åYNBSHJO

0.00%

1.10%

1.10%

03/19/23

NIBOR + Margin3

"NPVOUTJO/0,NJMMJPO

Total bond1
Revolving credit facility (NOK 5,000 million)2

2,508
NOK

0

-25

Total borrowings

2,483

Current borrowings

1,024

Non-current borrowings

1,459

Total borrowings

2,483

 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPO /0, NJMMJPOJO CZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO /0,NJMMJPOJO "NPVOUJODMVEFT/0,NJMMJPOPG
accrued interest related to the bonds (NOK 24 million in 2018).
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.

Note 7 continues on next page
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Note 7 Borrowings cont.

Maturity of Bonds and Borrowings
2019
5PUBMDBTIçPX1

"NPVOUTJO/0,NJMMJPO

Carrying amount

ISIN NO 0010814213

1,503

ISIN NO 0010853286

993
2,496

2,929

Total

Revolving credit facility (NOK 5,000 million)2

6 months and less

6-12 months

1-2 years

2-5 years

1,707

38

38

75

1,556

1,222

25

25

49

1,123

63

63

124

2,679

582

659

10

9

18

622

3,078

3,588

73

72

142

3,301

"NPVOUTJO/0,NJMMJPO

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

ISIN NO 0010661051

1,011

1,055

27

1,028

0

0

ISIN NO 0010814213

1,497

1,751

33

34

67

1,617

Total

2,508

2,806

60

1,062

67

1,617

Total borrowings

2018

Revolving credit facility (NOK 5,000 million)
Total borrowings

-25

0

0

0

0

0

2,483

2,806

60

1,062

67

1,617

 5IFJOUFSFTUDPTUTBSFDBMDVMBUFEVTJOHFJUIFSUIFMBTUåYJOHSBUFLOPXOCZZFBSFOE QMVTBQQMJDBCMFNBSHJO PSUIFDPOUSBDUVBMåYFESBUF XIFOåYFESBUFEFCU
 5IFDBTIæPXJTCBTFEPOUIFBTTVNQUJPOUIBUUIFOPNJOBMESBXOBNPVOUXJMMSFNBJODPOTUBOUVOUJMUIFNBUVSJUZPGUIFSFWPMWJOHDSFEJUGBDJMJUZ

See note 3 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖINCOMEÖANDÖEXPENSES
:LLUV[L for more information about the company's exposure to interest rates and liquidity risk
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5V[L Receivables and Borrowings from Group Companies
-PUHUJPHS9LWVY[PUN7YPUJPWSLZ
Assets and liabilities are presented as current when they are due within one year or they are part of the
PQFSBUJOHDZDMF0UIFSBTTFUTBOEMJBCJMJUJFTBSFDMBTTJåFEBTOPODVSSFOU$VSSFOUBTTFUTBSFWBMVFEBU
the lowest of cost and fair value. Current liabilities are valued at nominal value at the time of recognition.
Non-current receivables are measured at cost less impairment losses that are not considered
to be temporary. Non-current liabilities are initially valued at transaction value less attributable
transaction cost. Subsequent to initial recognition, interest-bearing non-current borrowings
are measured at amortized cost with any difference between cost and redemption value being
recognized in the income statement over the period of the borrowing on an effective interest basis.
Trade and other receivables are recognized at the original invoiced amount less allowances for
expected losses. Provision for expected losses is considered on an individual basis.

9LJLP]HISLZHUK)VYYV^PUNZ^P[O.YV\W*VTWHUPLZ
"NPVOUTJO/0,NJMMJPO

2019

2018

Group companies interest-bearing deposits in the cash pool system

3,575

5,779

-3,311

-4,521

Cash in cash pool system

264

1,258

Current interest-bearing receivables from group companies

622

399

52

34

Current interest-bearing borrowings from group companies

-5,531

-8,085

Net interest-bearing borrowings from group companies

-4,857

-7,652

Current non interest-bearing receivables from group companies

81

21

Current non interest-bearing borrowings from group companies

13

0

Net non interest-bearing receivables from group companies

94

21

-4,499

-6,373

Aker Solutions ASAs net borrowings in the cash pool system

Non-current interest-bearing receivables from group companies

Total net borrowings from group companies

All current receivables and borrowings are due within one year.

Aker Solutions ASA has two centralized cash
concentration arrangements (cash pools) with DNB
and Nordea where balances are consolidated and
netted across legal entities and countries. The
participants in the cash pools are joint and severally
liable and it is therefore important that Aker Solutions
BTBHSPVQJTåOBODJBMMZWJBCMF*OBEEJUJPODBTI
management arrangements are set up with local
banks in Malaysia, Brazil and India where cash
concentration is prohibited. The cash pools and
cash management arrangements cover a majority
of the group's geographical footprint and ensure
control of and access to the majority of the group's
cash. Participation in the cash pool is vested in
the group policy and decided by each company's
CPBSEPGEJSFDUPSTBOEDPOåSNFECZBTUBUFNFOUPG
participation.
The cash pool systems were showing a net balance
of NOK 264 million per December 31, 2019. This
amount is reported in Aker Solutions ASAs accounts
as short-term borrowings from group companies and
as cash in the cash pool system.
Aker Solutions ASA is the group’s central treasury
function and enters into borrowings and deposit
agreements with group companies. Deposits and
borrowings are agreed at market terms and are
dependent on the group companies’ credit quality,
country risk and the duration of the borrowings.
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5V[L -PUHUJPHS9PZR4HUHNLTLU[
HUK-PUHUJPHS0UZ[Y\TLU[Z
Currency Risk
As of December 31, 2019 Aker Solutions ASA has outstanding foreign exchange contracts
with other entities in the group with a gross total value of approximately NOK 6.1 billion.
Large contracts are hedged back-to-back with external banks, while minor contracts
are hedged based on internal matching principles. Contracts hedged back to back with
external banks represent about 80 percent of the total group exposure. Aker Solutions
"4"EPFTOPUBQQMZIFEHFBDDPVOUJOHUPBOZPGUIFDVSSFODZEFSJWBUJWFT"MMåOBODJBM
assets and liabilities related to foreign exchange contracts are revalued at fair value in
respect to exchange rate movements each period.
The treasury function within Aker Solutions ASA also has a mandate to hold limited
positions in the currency and interest markets. The mandate has limits that are strictly
EFåOFEBOEJTPQFSBUFEVOEFSBTUSJDUTUPQMPTTSFHJNF0QFOQPTJUJPOTBSFDPOUJOVPVTMZ
monitored on a mark to market basis.
The fair value of foreign exchange forward contracts and options is presented in the table
below.
2019
"NPVOUTJO/0,NJMMJPO

Forward exchange contracts with group companies
Forward exchange contracts with external counterparts
Total

Assets

Liabilities

Assets

Liabilities

145

-89

272

-138

88

-182

178

-252

233

-271

450

-390

All instruments are booked at fair value as per December 31.
Note 9 continues on next page

2018
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Note 9 Financial Risk Management and Financial Instruments cont.

Interest Rate Risk

Credit Risk

Interest rate swaps are applied to achieve the internal policy that 30-50 percent of the
DPNQBOZTHSPTTFYUFSOBMCPSSPXJOHTIBMMCFBUåYFEJOUFSFTUSBUFT XJUIEVSBUJPONBUDIJOH
the remaining duration of the borrowing. At year-end, approximately 50 percent of NOK
 NJMMJPOJOCPOETXBTåYFEGPSUIFEVSBUJPOPGUIFCPOETUISPVHIJOUFSFTUSBUFTXBQT
The company has drawn NOK 600 million on the revolving credit facility at year end with
æPBUJOHJOUFSFTU

Credit risk relates to loans to subsidiaries, overdraft in the
group cash pool, hedging contracts, guarantees to subsidiaries
and deposits with external banks. Loans to subsidiaries are
subject to loan applications approved by the relevant SVP.
Loss provisions are made in situations where the company is
OPUFYQFDUFEUPCFBCMFUPGVMåMJUTMPBOPCMJHBUJPOTGSPNGVUVSF
earnings. External deposits and forward contracts are placed
with reputable relationship banks, primarily where the company
also has a borrowing relation. The existence of netting
agreements between Aker Solutions ASA and the relationship
banks reduces the credit risk.

QFSDFOUPGUIFUPUBMFYUFSOBMMPBOPG/0, NJMMJPOXBTBUåYFEJOUFSFTUSBUFTQFS
%FDFNCFS QFSDFOUPGUIFUPUBMFYUFSOBMMPBOPG/0, NJMMJPOXBTBUåYFE
interest rates per December 31, 2018.
)FEHFBDDPVOUJOHJTBQQMJFEVTJOHUIFDBTIæPXIFEHFBDDPVOUJOHNPEFM5IBUNFBOT
HBJOTBOEMPTTFTPOJOUFSFTUSBUFTXBQTGSPNæPBUJOHUPåYFEJOUFSFTUSBUFTBSFSFDPHOJ[FE
JOUIFIFEHJOHSFTFSWFJOFRVJUZ"TPG%FDFNCFS BOFUQSPåUPG/0,NJMMJPO
(NOK 5 million before tax) is recognized in equity and will be continuously released to the
income statement until the repayment of the borrowings via the mark to market revaluation
process.
The fair value of interest rate swaps is presented in the table below.
2019
"NPVOUTJO/0,NJMMJPO

Assets

2018

Liabilities

Assets

Liabilities

Liquidity Risk
Liquidity risk relates to the risk that the company will not
be able to meet its debt and guarantee obligations and is
NBOBHFEUISPVHINBJOUBJOJOHTVGåDJFOUDBTIBOEBWBJMBCMF
credit facilities. The development in the group's and thereby
Aker Solutions ASA's available liquidity is continuously
NPOJUPSFEUISPVHIXFFLMZBOENPOUIMZDBTIGPSFDBTUT åOBODJBM
strategy plans and long-term business forecast.
See note 3 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖINCOMEÖANDÖEXPENSES
:LLUV[Lfor more information about borrowings

*OUFSFTUSBUFTXBQTDBTIæPXIFEHF BHBJOTUFRVJUZ

5

0

0

-7

Total

5

0

0

-7
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5V[L Guarantees
"NPVOUTJO/0,NJMMJPO

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total guarantee liabilities

5V[L Related Parties
2019

2018

58,421

61,020

4,973

6,212

63,394

67,232

Parent company guarantees are issued on behalf of subsidiaries in contractual obligations
towards customers. The amounts disclosed above represent the total contractual value of
the customer contracts.
Bank guarantees and surety bonds are issued on behalf of Aker Solutions subsidiaries,
BOEDPVOUFSJOEFNOJåFECZ"LFS4PMVUJPOT"4"
See note 2 for more information about revenue from guarantees

Transactions with subsidiaries and related parties are described
POBMJOFCZMJOFCBTJTJOUIFGPMMPXJOHOPUFT

Operating Revenue and Expenses

Note 2

Financial items

Note 3

Investments

Note 5

Cash pool

Note 8

Receivables and borrowings

Note 8

Foreign exchange contracts

Note 9

Guarantees

Note 10

All transactions with related parties have been based on arm's
length terms.
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5V[L:OHYLOVSKLYZ

5V[L Subsequent events

Shareholders with more than 1 percent shareholding per December 31 are listed below.

Market Uncertainty

2019
Company

Nominee

Aker Kværner Holding AS

Number of
shares held

Ownership

110,333,615

40.56%

Aker ASA

17,331,762

6.37%

Verdipapirfondet DNB Norge

12,669,915

4.66%

12,197,394

4.48%

Goldman Sachs & Co. LLC

NOM

Folketrygdfondet

10,950,677

4.03%

4,706,482

1.73%

Ferd AS

4,300,000

1.58%

BNP Paribas Arbitrage SNC. Meglerkonto

3,747,884

1.38%

Euroclear Bank S.A/N.V.

NOM

3,374,092

1.24%

The Bank of New York Mellon SA/NV

NOM

3,088,089

1.14%

3,063,978

1.13%

Number of
shares held

Ownership

110,333,615

40.56%

Folketrygdfondet

19,341,121

7.11%

Aker ASA

17,331,762

6.37%

JP Morgan Chase Bank, N.A. London

NOM

Storebrand Norge I Verdipapirfond
2018
Company

Nominee

Aker Kværner Holding AS

Verdipapirfondet DNB

5,994,762

2.20%

JPMorgan Chase Bank, N.A., London

5,371,116

1.97%

Ferd AS

4,300,000

1.58%
1.21%

J.P. Morgan Bank Luxembourg S.A.

NOM

3,298,494

Goldman Sachs & Co. LLC

NOM

2,870,834

1.06%

Verdipapirfondet Alfred Berg Gambank

2,832,488

1.04%

JP Morgan Securities PLC

2,813,626

1.03%

Storebrand Norge I Verdipapirfond

2,780,346

1.02%

Morgan Stanley & Co. LLC

NOM

2,778,206

1.02%

J.P. Morgan Bank Luxembourg S.A.

NOM

2,771,303

1.02%

%VSJOHUIFåSTURVBSUFSPG UIFTQSFBEPGUIF$07*% DPSPOB WJSVT
caused global disruption, with negative consequences both for human health and
FDPOPNJDBDUJWJUZ5IF$07*%TJUVBUJPODSFBUFETJHOJåDBOUVODFSUBJOUZJOUIF
HMPCBMPJMNBSLFU5IJTVODFSUBJOUZXBTGVSUIFSBNQMJåFEJO.BSDICZTJHOBMTPG
increased production volumes from several major oil producing countries, which
DBVTFEBTJHOJåDBOUEFDMJOFJOHMPCBMPJMQSJDFT5IFMPOHUFSNJNQBDUGSPNUIFTF
events on the global economy and the oil market was unclear at the time this report
XBTåOBMJ[FE'SPNBåOBODJBMSFQPSUJOHQFSTQFDUJWF UIFNBSLFUVODFSUBJOUZDPVME
impact the future fair value of Aker Solutions ASA’s investments in subsidiaries and
other assets.
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KPMG AS
P.O. Box 7000 Majorstuen
Sørkedalsveien 6
N-0306 Oslo

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

Independent auditor's report
To the Annual Shareholders' Meeting of Aker Solutions ASA

9LWVY[VU[OL(\KP[VM[OL-PUHUJPHS:[H[LTLU[Z
Opinion

Basis for opinion

8FIBWFBVEJUFEUIFåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT"4" XIJDIDPNQSJTF

We conducted our audit in accordance with laws, regulations, and auditing
standards and practices generally accepted in Norway, including International
Standards on Auditing (ISAs). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company and
UIF(SPVQBTSFRVJSFECZMBXTBOESFHVMBUJPOT BOEXFIBWFGVMåMMFEPVSPUIFS
ethical responsibilities in accordance with these requirements. We believe that
UIFBVEJUFWJEFODFXFIBWFPCUBJOFEJTTVGåDJFOUBOEBQQSPQSJBUFUPQSPWJEFB
basis for our opinion.

•

5IFåOBODJBMTUBUFNFOUTPGUIFQBSFOUDPNQBOZ"LFS4PMVUJPOT"4" UIF
Company), which comprise the balance sheet as at 31 December 2019, the
JODPNFTUBUFNFOUBOEDBTIæPXTUBUFNFOUGPSUIFZFBSUIFOFOEFE BOEOPUFTUP
UIFåOBODJBMTUBUFNFOUT JODMVEJOHBTVNNBSZPGTJHOJåDBOUBDDPVOUJOHQPMJDJFT 
and

•

5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT"4"BOEJUTTVCTJEJBSJFT
(the Group), which comprise the balance sheet as at 31 December 2019, the
income statement and the statement of other comprehensive income, statement
PGDIBOHFTJOFRVJUZBOETUBUFNFOUPGDBTIæPXGPSUIFZFBSUIFOFOEFE BOEOPUFT
UPUIFåOBODJBMTUBUFNFOUT JODMVEJOHBTVNNBSZPGTJHOJåDBOUBDDPVOUJOHQPMJDJFT

*OPVSPQJOJPO
•

5IFåOBODJBMTUBUFNFOUTBSFQSFQBSFEJOBDDPSEBODFXJUIUIFMBXBOESFHVMBUJPOT

•

5IFBDDPNQBOZJOHåOBODJBMTUBUFNFOUTHJWFBUSVFBOEGBJSWJFXPGUIFåOBODJBM
QPTJUJPOPGUIF$PNQBOZBTBU%FDFNCFS BOEJUTåOBODJBMQFSGPSNBODFBOE
JUTDBTIæPXTGPSUIFZFBSUIFOFOEFEJOBDDPSEBODFXJUIUIF/PSXFHJBO"DDPVOUJOH
Act and accounting standards and practices generally accepted in Norway.

•

5IFBDDPNQBOZJOHDPOTPMJEBUFEåOBODJBMTUBUFNFOUTHJWFBUSVFBOEGBJSWJFX
PGUIFåOBODJBMQPTJUJPOPGUIF(SPVQBTBU%FDFNCFS BOEJUTåOBODJBM
QFSGPSNBODFBOEJUTDBTIæPXTGPSUIFZFBSUIFOFOEFEJOBDDPSEBODFXJUI
International Financial Reporting Standards as adopted by the EU.

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of
NPTUTJHOJåDBODFJOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTPGUIFDVSSFOUQFSJPE
5IFTFNBUUFSTXFSFBEESFTTFEJOUIFDPOUFYUPGPVSBVEJUPGUIFåOBODJBM
statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

OFFICES IN:
KPMG AS, a Norwegian limited liability company and member ﬁrm of
the KPMG network of independent member ﬁrms afﬁliated with KPMG
International Cooperative (“KPMG International”), a Swiss entity.
Statsautoriserte revisorer - medlemmer av Den norske Revisorforening

Oslo
Alta
Arendal
Bergen
Bodø

Elverum
Finnsnes
Hamar
Haugesund
Knarvik

Kristiansand
Larvik
Mo i Rana
Molde
Skien

Sandefjord
Sandnessjøen
Stavanger
Stord
Straume

Tromsø
Trondheim
Tynset
Tønsberg
Ålesund
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Assessment of the carrying value of property, plant and equipment and intangible assets
Refer to note 10 Property, Plant and Equipment, note 11 Intangible Assets and note 12 Impairment of Assets.

;OLRL`H\KP[TH[[LY

/V^[OLTH[[LY^HZHKKYLZZLKPUV\YH\KP[

The Group's operations are sensitive to certain factors including oil prices which in
turn impact the timing and nature of future capital expenditure on existing and new
PJMåFMETBOEJOTUBMMBUJPOT

0VSBVEJUQSPDFEVSFTJOUIJTBSFBJODMVEFE

The economic environment, current long-term assumptions and the Group's
CVTJOFTTQMBOTJOEJDBUFUIBUJNQBJSNFOUJTBSJTLSFMBUFEUPTQFDJåDDBTIHFOFSBUJOH
units.
As of 31 December 2019, the Group has property, plant and equipment of NOK 3
065 million, and intangible assets of NOK 5 710 million. The Group has recognized
an impairment charge in 2019 associated with their property, plant and equipment
and other intangible assets of NOK 46 million and NOK 2 million respectively.

•

"TTFTTJOHNBOBHFNFOUTQSPDFTTBOESFTVMUTGPSJEFOUJåDBUJPO DPOTJTUFOU
USFBUNFOUBOEDMBTTJåDBUJPOPGDBTIHFOFSBUJOHVOJUTUPFOTVSFUIFZXFSF
appropriate and in accordance with IAS 36;

•

Evaluating and challenging management's assessment of impairment
indicators;

•

8IFSFJNQBJSNFOUUSJHHFSTXFSFOPUJEFOUJåFE BTTFTTUIFSFBTPOBCMFOFTTPG
the evaluation to ensure no cash generating unit has been excluded from the
impairment testing;

•

8IFSFJNQBJSNFOUJOEJDBUPSTXFSFJEFOUJåFEBTTFTTJOHJGUIFNPEFMTVTFEUP
calculate value in use are appropriate and mathematically accurate;

•

"TTFTTJOHUIFEJTDPVOUSBUFTVUJMJ[FEJODBTIæPXGPSFDBTUTXJUISFGFSFODFUP
available market data for selected cash generating units tested;

•

$IBMMFOHJOHNBOBHFNFOUPOUIFUJNJOHPGUIFDBTIæPXT

•

Evaluating the historical accuracy of management’s budgets and forecasts in
PSEFSUPDIBMMFOHFNBOBHFNFOUPOUIFDVSSFOUZFBSDBTIæPXGPSFDBTUT

•

Evaluating and challenging management on the growth assumptions in the
DBTIæPXGPSFDBTUT GPSFDBTUNBSHJOTBOEPSEFSJOUBLFCZBTTFTTJOHBSBOHFPG
outcomes based on varying assumptions independently determined;

•

Assessing the calculations and rationale supporting the impairment of the cash
generating units by performing our own independent sensitivity analysis of
managements models; and

•

&WBMVBUJOHUIFBEFRVBDZBOEBQQSPQSJBUFOFTTPGUIFEJTDMPTVSFTJOUIFåOBODJBM
statements related to the carrying value of intangible assets and property, plant
and equipment and the assumptions applied to the impairment testing.
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Revenue and cost estimates related to customer contract type Projects
Refer to note 3 Revenue and note 4 Operating Segments

;OLRL`H\KP[TH[[LY

/V^[OLTH[[LY^HZHKKYLZZLKPUV\YH\KP[

5IFNBKPSJUZPGUIF(SPVQTSFWFOVFTBOEQSPåUTBSFEFSJWFEGSPNMPOHUFSN
construction contracts.

'PSåOBODJBMMZTJHOJåDBOUDPOUSBDUTBOEBOZDPOUSBDUTXJUIBSFBTPOBCMFQPTTJCJMJUZ
PGCFJOHJOBTJHOJåDBOUMPTTNBLJOHQPTJUJPO XFBQQMJFEQSPGFTTJPOBMTLFQUJDJTN
and critically assessed the accounting estimates and judgments against the
SFRVJSFNFOUTPG*'340VSBVEJUQSPDFEVSFTJOUIJTBSFBJODMVEFE

In IFRS 15 Revenue from contracts with customers there is a high degree of
judgement in determining the number of performance obligations which can impact
the timing and amount of revenue recognition for certain contracts.
Accounting for long term projects is considered to be a risk area due to the
TJHOJåDBOUKVEHFNFOUBOEFTUJNBUJPOBQQMJFECZNBOBHFNFOUBTXFMMBTUIFEFHSFF
of complexity of the contracts currently in the portfolio.
The key judgements and estimates applied by management include their
assessment of the stage of project completion as well as assessing the estimated
future contract revenue and cost outcomes. Revenue and cost outcomes factored
JONBOBHFNFOUTGPSFDBTUTJODMVEF
•

incentive payments;

•

key performance indicators;

•

liquidated damages; and

•

FYQFDUFEGVMåMNFOUDPTU

For the year ended 31 December 2019, the Group has recognized revenue of NOK
23 253 million related to customer contract type Projects.

•

Challenging management's assumptions in determining if certain contracts
contain single or multiple performance obligations by obtaining, reading, and
critically assessing the terms and conditions of relevant contractual documents;

•

Assessing contractual revenue forecasts including corroborating those
forecasts with reference to signed contracts and variation orders to assess the
contractual basis of estimated future revenues;

•

Assessing variable considerations estimates included in forecasted revenue in
accordance with IFRS 15;

•

0CUBJOFEBOESFBEUIFUFSNTBOEDPOEJUJPOTPGTJHOJåDBOUDPOUSBDUTBOE
comparing these to management's assessment of the contract forecasts;

•

Evaluating management's process for assessing the stage of completion and
the method applied in accordance with IFRS 15;

•

Challenging management on estimated recovery of incentive payments,
incentives linked to key performance indicators and recognition of liquidated
damages by reference to contractual terms and conditions and assessing
probability of managements forecasts in accordance with IFRS 15;

•

Reading and discussing project reports and other assessments with management
and comparing current forecasts to historical outcomes where relevant;

•

Challenging management on the estimate of cost to complete and the risk
BTTFTTNFOUSFMBUFEUPGVMåMNFOUDPTUBOE

•

&WBMVBUJOHUIFBEFRVBDZBOEBQQSPQSJBUFOFTTPGUIFEJTDMPTVSFTJOUIFåOBODJBM
statements related to revenue from construction contracts.
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6[OLYPUMVYTH[PVU
Management is responsible for the other information. The other information
DPNQSJTFTJOGPSNBUJPOJOUIFBOOVBMSFQPSU FYDFQUUIFåOBODJBMTUBUFNFOUTBOEPVS
auditor's report thereon.
0VSPQJOJPOPOUIFåOBODJBMTUBUFNFOUTEPFTOPUDPWFSUIFPUIFSJOGPSNBUJPOBOE
we do not express any form of assurance conclusion thereon.
*ODPOOFDUJPOXJUIPVSBVEJUPGUIFåOBODJBMTUBUFNFOUT PVSSFTQPOTJCJMJUZJTUPSFBE
the other information and, in doing so, consider whether the other information is
NBUFSJBMMZJODPOTJTUFOUXJUIUIFåOBODJBMTUBUFNFOUTPSPVSLOPXMFEHFPCUBJOFEJO
the audit or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of the Board of Directors and the
Managing Director for the Financial Statements
The Board of Directors and the Managing Director (Management) are responsible for
the preparation in accordance with law and regulations, including fair presentation
PGUIFåOBODJBMTUBUFNFOUTPGUIF$PNQBOZJOBDDPSEBODFXJUIUIF/PSXFHJBO
Accounting Act and accounting standards and practices generally accepted in
/PSXBZ BOEGPSUIFQSFQBSBUJPOBOEGBJSQSFTFOUBUJPOPGUIFDPOTPMJEBUFEåOBODJBM
statements of the Group in accordance with International Financial Reporting
Standards as adopted by the EU, and for such internal control as management
EFUFSNJOFTJTOFDFTTBSZUPFOBCMFUIFQSFQBSBUJPOPGåOBODJBMTUBUFNFOUTUIBUBSFGSFF
from material misstatement, whether due to fraud or error.
*OQSFQBSJOHUIFåOBODJBMTUBUFNFOUT NBOBHFNFOUJTSFTQPOTJCMFGPSBTTFTTJOH
the Company’s and the Group’s ability to continue as a going concern, disclosing,
BTBQQMJDBCMF NBUUFSTSFMBUFEUPHPJOHDPODFSO5IFåOBODJBMTUBUFNFOUTPGUIF
Company use the going concern basis of accounting insofar as it is not likely that the
FOUFSQSJTFXJMMDFBTFPQFSBUJPOT5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTPGUIF(SPVQ

use the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

(\KP[VY»Z9LZWVUZPIPSP[PLZMVY[OL(\KP[VM[OL-PUHUJPHS:[H[LTLU[Z
0VSPCKFDUJWFTBSFUPPCUBJOSFBTPOBCMFBTTVSBODFBCPVUXIFUIFSUIFåOBODJBM
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with laws, regulations, and auditing standards and
practices generally accepted in Norway, including ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in aggregate, they could reasonably be
FYQFDUFEUPJOæVFODFUIFFDPOPNJDEFDJTJPOTPGVTFSTUBLFOPOUIFCBTJTPGUIFTF
åOBODJBMTUBUFNFOUT
As part of an audit in accordance with laws, regulations, and auditing standards
and practices generally accepted in Norway, including ISAs, we exercise
professional judgment and maintain professional scepticism throughout the audit.
8FBMTP
•

JEFOUJGZBOEBTTFTTUIFSJTLTPGNBUFSJBMNJTTUBUFNFOUPGUIFåOBODJBMTUBUFNFOUT 
whether due to fraud or error. We design and perform audit procedures responsive
UPUIPTFSJTLT BOEPCUBJOBVEJUFWJEFODFUIBUJTTVGåDJFOUBOEBQQSPQSJBUFUP
provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

•

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

•

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

•

•

conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
VODFSUBJOUZFYJTUTSFMBUFEUPFWFOUTPSDPOEJUJPOTUIBUNBZDBTUTJHOJåDBOUEPVCU
on the Company and the Group's ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in
PVSBVEJUPSnTSFQPSUUPUIFSFMBUFEEJTDMPTVSFTJOUIFåOBODJBMTUBUFNFOUTPS JGTVDI
disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company and the Group to cease to continue
as a going concern.
FWBMVBUFUIFPWFSBMMQSFTFOUBUJPO TUSVDUVSFBOEDPOUFOUPGUIFåOBODJBMTUBUFNFOUT 
JODMVEJOHUIFEJTDMPTVSFT BOEXIFUIFSUIFåOBODJBMTUBUFNFOUTSFQSFTFOUUIF
underlying transactions and events in a manner that achieves fair presentation.
PCUBJOTVGåDJFOUBQQSPQSJBUFBVEJUFWJEFODFSFHBSEJOHUIFåOBODJBMJOGPSNBUJPO
of the entities or business activities within the Group to express an opinion on
UIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT8FBSFSFTQPOTJCMFGPSUIFEJSFDUJPO 
supervision and performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Board of Directors regarding, among other matters, the
QMBOOFETDPQFBOEUJNJOHPGUIFBVEJUBOETJHOJåDBOUBVEJUåOEJOHT JODMVEJOHBOZ
TJHOJåDBOUEFåDJFODJFTJOJOUFSOBMDPOUSPMUIBUXFJEFOUJGZEVSJOHPVSBVEJU

9LWVY[VU6[OLY3LNHSHUK9LN\SH[VY`9LX\PYLTLU[Z
Opinion on the Board of Directors' report
#BTFEPOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTEFTDSJCFEBCPWF JUJTPVS
opinion that the information presented in the Board of Directors’ report and in
the statements on Corporate Governance and Corporate Social Responsibility
DPODFSOJOHUIFåOBODJBMTUBUFNFOUTBOEUIFHPJOHDPODFSOBTTVNQUJPOBOEUIF
QSPQPTFEBMMPDBUJPOPGUIFSFTVMUJTDPOTJTUFOUXJUIUIFåOBODJBMTUBUFNFOUTBOE
complies with the law and regulations.

Opinion on Registration and Documentation
#BTFEPOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTEFTDSJCFEBCPWF BOEDPOUSPM
procedures we have considered necessary in accordance with the International
Standard on Assurance Engagements (ISAE) 3000, Assurance Engagements
Other than Audits or Reviews of Historical Financial Information, it is our opinion
UIBUNBOBHFNFOUIBTGVMåMMFEJUTEVUZUPQSPEVDFBQSPQFSBOEDMFBSMZTFUPVU
registration and documentation of the Company’s accounting information in
accordance with the law and bookkeeping standards and practices generally
accepted in Norway.

We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.
From the matters communicated with the Board of Directors, we determine those
NBUUFSTUIBUXFSFPGNPTUTJHOJåDBODFJOUIFBVEJUPGUIFåOBODJBMTUBUFNFOUTPGUIF
current period and are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would
SFBTPOBCMZCFFYQFDUFEUPPVUXFJHIUIFQVCMJDJOUFSFTUCFOFåUTPGTVDIDPNNVOJDBUJPO

Oslo, 26 March 2020
KPMG AS

Roland Fredriksen
State Authorised Public Accountant
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Alternative
Performance
Measures
Aker Solutions discloses alternative performance
TLHZ\YLZPUHKKP[PVU[V[OVZLUVYTHSS`YLX\PYLKI`
0-9:HZZ\JOWLYMVYTHUJLTLHZ\YLZHYLMYLX\LU[S`
\ZLKI`ZLJ\YP[PLZHUHS`Z[ZPU]LZ[VYZHUKV[OLY
interested parties. Alternative performance measures
HYLTLHU[[VWYV]PKLHULUOHUJLKPUZPNO[PU[V[OL
VWLYH[PVUZÄUHUJPUNHUKM\[\YLWYVZWLJ[ZVM[OL
JVTWHU`-PN\YLZMVY PUJS\KL[OLLɈLJ[ZVM0-9:
^OLYLHZJVTWHYH[P]LÄN\YLZMVYKVUV[
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7YVÄ[4LHZ\YLZ
EBITDA and EBIT terms are presented as they are used by
åOBODJBMBOBMZTUTBOEJOWFTUPST4QFDJBMJUFNTBSFFYDMVEFEGSPN
EBITDA and EBIT as alternative measures to provide enhanced
JOTJHIUJOUPUIFåOBODJBMEFWFMPQNFOUPGUIFCVTJOFTTPQFSBUJPOT
and to improve comparability between different periods.
EBITDA

EBIT

Margins

Special items

Projects
Amounts in NOK million

Revenue
Non-qualifying hedges

is short for earnings before interest, taxes,
depreciation and amortization. EBITDA
corresponds to the operating income before
depreciation, amortization and impairment
in the consolidated income statement in the
annual report.
is short for earnings before interest and
taxes. EBIT corresponds to operating income
in the consolidated income statement in the
annual report.
such as EBITDA margin and EBIT margin
BSFVTFEUPDPNQBSFSFMBUJWFQSPåUCFUXFFO
periods. EBITDA margin and EBIT margin
are calculated as EBITDA or EBIT divided
by revenue.
may not be indicative of the ongoing
PQFSBUJOHSFTVMUPGDBTIæPXTPGUIF
DPNQBOZ1SPåUNFBTVSFTFYDMVEJOHTQFDJBM
items are presented as alternative measures
to improve comparability of the underlying
business performance between the periods.

Other/
eliminations

Services

Aker Solutions

2019

2018

2019

2018

2019

2018

2019

2018

23,253

19,920

5,995

5,096

15

216

29,263

25,232

0

0

0

0

-2

-6

-2

-6

(Gain) loss sale of PPE

0

0

0

0

0

-50

0

-50

Sum of special items excl. from revenue

0

0

0

0

-2

-56

-2

-56

23,253

19,920

5,995

5,096

14

160

29,262

25,176

1,736

1,354

721

678

-213

-222

2,244

1,810

44

10

18

10

8

19

70

39

Revenue excl. special items

EBITDA
Restructuring cost
Onerous lease cost

0

3

0

4

0

8

0

15

Non-qualifying hedges

0

0

0

0

0

-11

0

-11

(Gain) loss sale of PPE

0

0

0

0

0

-50

0

-50

Other special items

0

4

0

0

1

4

1

8

Sum of special items excl. from EBITDA
EBITDA excl. special items

44

17

18

14

9

-29

72

2

1,780

1,371

740

692

-204

-251

2,316

1,812

EBITDA margin

7.5%

6.8%

12.0%

13.3%

7.7%

7.2%

EBITDA margin excl. special items

7.7%

6.9%

12.3%

13.6%

7.9%

7.2%

837

843

399

511

705

1,049

EBIT

-531

-305

Sum of special items excl. from EBITDA

44

17

18

14

9

-29

72

2

Impairments

80

15

68

2

157

5

304

22

Sum of special items excl. from EBIT

123

32

86

17

166

-24

376

24

EBIT excl. special items

960

874

486

528

-365

-329

1,081

1,074

EBIT margin

3.6%

4.2%

6.7%

10.0%

2.4%

4.2%

EBIT margin excl. special items

4.1%

4.4%

8.1%

10.4%

3.7%

4.3%
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Order Intake Measures
Net current
operating
assets

Order intake and order backlog are presented as alternative performance measures.
They are indicators of the company’s revenues and operations in the future.
Order intake

includes new signed contracts in the period in addition to expansion
of existing contracts. For construction contracts, the order intake is
based on the signed contract value excluding potential options and
change orders. For service contracts, the order intake is based on the
FTUJNBUFEWBMVFPGåSNQFSJPETJOUIFDPOUSBDUT

(NCOA) or working capital is a measure of the current
capital necessary to maintain operations. Working capital
includes trade receivables, trade payables, accruals,
provisions and current tax assets and liabilities.

"NPVOUTJO/0,NJMMJPO

December
31, 2019

December
31, 2018
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Current tax assets

Order backlog

represents the estimated value of remaining work on signed
contracts. The order backlog does not include parts of the Services
segment, which is short-cycled or book-and-turn in nature, or
potential growth or options on existing contracts.



Inventory

326

Customer contract assets



3,652

Trade receivables



3,236

Prepayments



1,348



-68

Current tax liabilities

-PUHUJPUN4LHZ\YLZ

Provisions



-906

"MUFSOBUJWFåOBODJOHBOEFRVJUZNFBTVSFTBSFQSFTFOUFEBTUIFZBSFJOEJDBUPSTPGUIF
DPNQBOZnTBCJMJUZUPPCUBJOåOBODJOHBOETFSWJDFJUTEFCU

Trade payables



-1,680

Other payables



-6,062

Customer contract liabilities

3PX\PKP[`)\ɈLY

is a measure of available cash and is calculated by adding together
the cash and cash equivalents and the unused credit facility.

Net current operating assets (NCOA)
Effects from IFRS 161

December 31, 2018

Cash and cash equivalents

1,898

2,473

Credit facility (unused)

4,400

5,000

Liquidity buffer

6,298



-709







0



Net current operating assets (NCOA) ex. IFRS 16
December 31, 2019

"NPVOUTJO/0,NJMMJPO





 3FMBUFUPSFDMBTTJåDBUJPOPGPOFSPVTMFBTFQSPWJTJPOTBOEMFBTFBDDSVBMTGPSSFOUGSFFQFSJPET
previously reported as part of NCOA. Starting from January 1, 2019 these amounts are reported as
part of ROU asset under IFRS 16.

Net Interest
Bearing Debt

is a measure that shows the overall debt situation. Net
interest bearing debt is calculated by netting the value
of a company's liabilities and debts with its cash and
cash equivalents.

"NPVOUTJO/0,NJMMJPO

Non-current borrowings

December 31, 2019

December 31, 2018

3,280

1,788

217

1,125

Cash and cash equivalents

(1,898)

(2,473)

Net interest-bearing debt

1,599



Current borrowings

Contact
Aker Solutions ASA
Oksenøyveien 8, 1366 Lysaker

Postal address:
P.O. Box 169
NO-1325 Lysaker
COPYRIGHT AND LEGAL NOTICE
Copyright in all published material including photographs, drawings and images in this publication
remains vested in Aker Solutions and third party contributors to this publication as appropriate. Accordingly, neither the whole nor any part of this publication can be reproduced in any form without express
prior permission. Articles and opinions appearing in this publication do not necessarily represent the
views of Aker Solutions. While all steps have been taken to ensure the accuracy of the published contents,
Aker Solutions does not accept any responsibility for any errors or resulting loss or damage whatsoever
caused and readers have the responsibility to thoroughly check these aspects for themselves. Enquiries
about reproduction of content from this publication should be directed to Aker Solutions.

Telephone:
+47 67 51 30 00

Web:
www.akersolutions.com

akersolutions.com

We create solutions
to unlock energy
safely and sustainably
for future generations.
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Vision.
Building on almost 200 years of
technological and engineering
excellence Aker Solutions is at the
forefront in forging a sustainable
future for the energy industry and
the world it serves. A spirit of
collaboration and openness is
at the heart of this effort as we
set new standards and solve
new challenges.
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Key Figures
2018

Amounts in NOK million unless otherwise stated

2017

2016

ORDERS AND RESULTS
Order backlog December 31

NOK mill

35,148

34,581

31,188

Order intake

NOK mill

25,421

23,553

17,004

Revenue

NOK mill

25,232

22,461

25,557

EBITDA

NOK mill

1,810

1,519

1,929

EBITDA margin

Percent

7.2

6.8

7.5

EBITDA margin ex. special items1

Percent

7.2

7.4

8.3

NOK mill

1,049

571

687

Percent

4.2

2.5

2.7

EBIT
EBIT margin
1

EBIT margin ex. special items
/FUQSPåU

Percent

4.3

3.9

5.3

NOK mill

554

239

152

NOK mill

921

587

312

CASHFLOW
$BTIæPXGSPNPQFSBUJPOBMBDUJWJUJFT
BALANCE SHEET
Net interest-bearing debt

NOK mill

347

970

1,002

Percent

36.3

35.7

29.8

NOK mill

7,473

5,728

7,480

Share price December 31

NOK

39.66

46.19

41.37

Basic earnings per share (NOK)

NOK

1.88

0.81

0.21

Own employees

14,705

13,796

14,385

Per million worked hours

0.55

0.47

0.30

Per million worked hours

1.97

1.35

1.30

Percentage of total working hours

2.6

2.8

2.8

Equity ratio
Liquidity reserve
SHARE

EMPLOYEES
Total employees December 31
HSE
Lost time injury frequency
Total recordable injury frequency
Sick-leave rate

1) See page 119 for description and details about special items

3
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Key Figures

Revenue

EBIT and margin

Order intake and backlog

Amounts in NOK billion

Amounts in NOK billion and percent

Amounts in NOK billion

30

5%

1.5

25

4%

20

1.0

3%

15
10

2%

0.5

1%

5
0

2016

Revenue

2017

2018

0.0

0%
2016

EBIT (NOK billion)

2017

40
35
30
25
20
15
10
5
0

2018

2016

EBIT margin (percent)

Intake

2017

2018

Backlog

4

MENU

AKER SOLUTIONS ANNUAL REPORT 2018 KEY FIGURES

Projects
Revenue

EBIT and margin

Order intake and backlog

Amounts in NOK billion

Amounts in NOK billion and percent

Amounts in NOK billion

25

1.5

20
1.0

15

5%

30

4%

25

3%

20
15

10

2%

0.5

5
0

2016

2017

2018

0.0

Revenue

2016

2017

EBIT (NOK billion)

10

1%

5

0%

0

2018

EBIT margin (percent)

2016

Intake

2017

2018

Backlog

Services
Revenue

EBIT and margin

Order intake and backlog

Amounts in NOK billion

Amounts in NOK billion

Amounts in NOK billion

12%

12

10%

10

8%

8

6%

6

4%

4

1

2%

2

0

0%

0

6

0.9

5
4

0.6

3
2

0.3

2016

Revenue

2017

2018

0.0

2016

EBIT (NOK billion)

2017

2018

EBIT margin (percent)

2016

Intake

2017

2018

Backlog
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Norway
Canada
Russia
United Kingdom
South Korea
Italy
Cyprus

United States

China

Qatar
Saudi Arabia
UAE
India
Ghana

Brunei

Nigeria
Republic of Congo

Brazil

Malaysia

Angola
Australia

Where we are.

Operations in more than 20 countries.
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Highlights
Johan Sverdrup
In collaboration with Kvaerner, Aker Solutions secured additional hook-up and commissioning
XPSLGPS&RVJOPST+PIBO4WFSESVQåFMEPGGTIPSF/PSXBZ"LFS4PMVUJPOT ,WBFSOFSBOE&RVJOPS
also celebrated the start of fabrication for the second phase of the Johan Sverdrup development.
This is Norway’s biggest industrial project in three decades.

Digitalization
5PBDDFMFSBUFEJHJUBMMJGFPGåFMEPGGFSJOHT "LFS4PMVUJPOTDSFBUFEBo4PGUXBSF)PVTFp
5IFo4PGUXBSF)PVTFpXJMMCFBIVCGPSJOOPWBUJPOBU"LFS4PMVUJPOT BOEBUUSBDUOFX
competency and talents needed to continue the digital transformation. In addition the
company entered into key partnerships, progressing on the development of digital twins,
and leveraging our customers’ data to drive value.
Offshore Floating Wind

Petrobras
In Brazil, Aker Solutions was awarded a contract to deliver a subsea production system for the
åSTUQIBTFPG-JCSBnT.FSPåFMEGPS1FUSPCSBT7BMVFEBU/0,CJMMJPOUIFDPOUSBDUJTFWJEFODF
of Aker Solutions’ consistent, high-quality delivery capability in the country. The company also
TFDVSFEUXPNBKPSDPOUSBDUTUPQSPWJEFNBJOUFOBODF NPEJåDBUJPOTBOEPQFSBUJPOTFSWJDFTGPS
twelve Petrobras-operated platforms, a result made possible through the 2016 acquisition of the
#SB[JMJBOCSPXOåFMETFSWJDFQSPWJEFS$4&

A key priority at Aker Solutions is to pursue energy solutions that minimize environmental
footprint and promote the shift to a low-carbon energy future. The company is actively
FOHBHJOHUPTIBQFBOFNFSHJOHæPBUJOHXJOEJOEVTUSZ VTJOHåWFEFDBEFTPGUFDIOPMPHZ
BOEFYQFSJFODFGSPNæPBUJOHGBDJMJUJFT QPXFS BOEDBCMFTZTUFNT"UUIFFOEPG"LFS
Solutions holds a 11.8 percent stake in the offshore wind company Principle Power. The
company also entered into a consortium to develop a wind farm off the coast of Northern
$BMJGPSOJB BQPUFOUJBMæBHTIJQæPBUJOHXJOEQSPKFDUGPSUIF64 XIJDINBLFTJUXFMM
QPTJUJPOFEUPDBQUVSFBTJHOJåDBOUNBSLFUTIBSFJOBHSPXJOHTFHNFOU

CNOOC
In China, Aker Solutions announced a contract to deliver power umbilical systems to CNOOC’s
-JVIVBPJMåFMETJOUIF4PVUI$IJOB4FBPGG)POH,POH5IFDPOUSBDUJTWBMVFEBU/0,
million and will see the company’s global integrated team deliver more than 115 kilometres of
dynamic and static power umbilicals. Aker Solutions also secured the contract to deliver the
TVCTFBQSPEVDUJPOTZTUFNBOEVNCJMJDBMTGPS$/00$nT-JOHTIVJHBTåFMEEFWFMPQNFOUJO$IJOB 
TUSFOHUIFOJOHUIFTDPQFPGDBQBCJMJUJFTJOUIF"TJB1BDJåDNBSLFU

Front End
Aker Solutions in 2018, secured a record total of 150 front-end orders and more than
doubled the number of studies for international markets from a year earlier. The earlyphase studies and FEEDS awarded are for larger and more complex projects than previous
ZFBST4FWFSBMBSFGPSPGGTIPSFåFMETJO"GSJDB "TJB1BDJåDBOE/PSUI"NFSJDB
Carbon Capture

Kaombo
"LFS4PMVUJPOTXPSLFEDMPTFMZXJUIPQFSBUPS5PUBMUPBDIJFWFåSTUPJMBUUIF,BPNCPåFMEJO+VMZ
At the end of the year, the company had installed 31 trees and all the manifolds. Kaombo is the
world’s largest subsea development, located approximately 150 kilometres offshore Angola. Aker
Solutions’ scope on the project is to provide 19 subsea manifolds and 65 vertical subsea trees, as
well as associated equipment.

Aker Solutions offers Carbon Capture, Utilization, and Storage (CCUS) for industrial
applications. The company secured Norcem CCS FEED and a contract on Northern Lights,
a CO2 storage project initiated by Equinor with partners Shell and Total. The company also
introduced Just CatchTM, a standardized and modular capture plant which offers several
advantages in the market. Aker Solutions is the only company offering services, products
and solutions throughout the entire CCUS chain, from capture to transport to utilization
and permanent storage.

(SFFOæFMEBOE#SPXOæFME1SPKFDUT

Continuous Improvement

"LFS4PMVUJPOTBEKVTUFEJUTPSHBOJ[BUJPOBMTUSVDUVSFJO0DUPCFSUPTUSFOHUIFOGPDVTPOCSPXOåFME
business and leverage the company’s full global capabilities in this area. This change is expected
to further strengthen the international expansion and growth of the company. The Company
TJHOFEBDPOUSBDUXJUI#1GPSCSPXOåFMETFSWJDFTJO"OHPMB

4UBOEBSEJ[BUJPO TJNQMJåDBUJPOBOEJOEVTUSJBMJ[BUJPOPGQSPEVDUTBOETFSWJDFTBSFLFZ
to helping Aker Solutions achieve its goal of continuous improvement. The company
consistently pursues operational excellence through simplifying its methods, standardizing
QSPEVDUTBOETFSWJDFT BOEJODSFBTJOHFGåDJFODZUISPVHIEJHJUBMUFDIOPMPHJFT

Alliances
Corporate Responsibility
Corporate responsibility is about creating sustainable communities and leaving a positive impact
wherever Aker Solutions does business. In 2018, the company revised and renewed the corporate
responsibility strategy to reinforce its commitment to providing a sustainable future and in
alignment with the United Nations Sustainability Development Goals.

Teaming with the right players is an essential element in the success of Aker Solutions. In
2018, good progress was made on expanding the alliance portfolio to include digitalization
BOEPGGTIPSFæPBUJOHXJOE"LFS4PMVUJPOTIBTCFFOTVDDFTTGVMJOTFDVSJOHQSPKFDUTXJUI
its customer alliance partner Aker BP. The company will continue to mature its alliances by
developing stronger value propositions, commercializing jointly developed technologies,
and securing combined projects.
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Securing
the Future
Demand for energy will
increase globally.
Aker Solutions will continue
adapting to new market
situations to secure our
position as a market leader
in our industry.
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The oil and gas market remains volatile and competitive, but in 2018 we saw the global
market recovery gather strength. The consistent and steady order intake, combined with
BTPMJEPSEFSCBDLMPH DPOåSNTPVSQPTJUJPOJOUIFNBSLFU8FTFFUIBUNPSFQSPKFDUTBSF
being sanctioned, and we see an increased interest in our early-phase capabilities, with
larger, more complex projects and new clients. In fact we had a record 150 study awards
in 2018, and we more than doubled the number of studies for international markets.

While oil and gas are still the basis of our business, we are
also pursuing energy solutions that minimize the environmental
footprint, and promote the shift to a new energy future. This
is good business that makes sense to secure future revenue
TUSFBNT0VSQPTJUJPOJOUIFPGGTIPSFæPBUJOHXJOENBSLFUXBT
strengthened, as we increased our stake in Principle Power. This
gives us access to more technology, more competent people
and increased knowledge in this fast-developing market. Wind
is an increasingly important factor in renewable energy and
åUTXFMMXJUIPVSDPNQFUFODJFTXJUIJOQSPKFDUNBOBHFNFOU 
JOEVTUSJBMJ[BUJPOPGæPBUJOHTUSVDUVSFT EZOBNJDQPXFSDBCMFTBOE
anchoring systems.

In 2018 we delivered a year of solid performance, with our major projects progressing as
QMBOOFE-BTUTVNNFSXFIFMQFE5PUBMBDIJFWFåSTUPJMBU,BPNCP UIFXPSMEnTMBSHFTU
subsea development. For Equinor, in Norway, we completed solid deliveries on the Johan
Sverdrup and Johan Castberg developments, and recently began fabrication on the
second phase of the Johan Sverdrup project. We are also receiving repeat orders from
clients such as Total, Petrobras, Equinor, Aker BP and BP

We are committed to the principles of the UN Global Compact
and to responsible and sustainable business practices. In 2018
we also updated our corporate responsibility strategy, focusing
on the areas where we believe we can truly contribute to making
a difference. Our updated strategy will be implemented in 2019.

We are well placed in key regions globally and in 2018 we improved the geographical
balance of our order backlog. Our portfolio of clients outside the Norwegian Continental
Shelf grew and we secured orders from CNOOC, Chevron and BP to name a few.
The evidence of strong execution on customer deliveries and winning new and repeat
clients can be found in the improved top and bottom lines for 2018. The order intake was
solid and our tendering activity remains high in our key markets.
4JHOJåDBOUQSPHSFTTXBTNBEFJOUPXBSETUIFTUSBUFHJDPCKFDUJWFTBTFTUBCMJTIFEJO
PVSDVSSFOUFOUFSQSJTFTUSBUFHZ8FDPOUJOVFUPNBLFQSPHSFTTPOUIFåWFQJMMBSTPGUIF
strategy, centered on customers, partnerships, innovation, operational excellence and
services.
We also have seen important developments in our digitalization efforts. To accelerate our
EJHJUBMMJGFPGåFMEPGGFSJOHT XFDSFBUFEBo4PGUXBSF)PVTFp5IFo4PGUXBSF)PVTFpXJMM
CFDBMMFEJ9 SFQSFTFOUJOHUIFUISFFXPSETTUBSUJOHXJUIBOoJpUIBUPVUMJOFJUTDPSFPGGFSJOH
– integrated insight through innovation. iX3 will be a hub for innovation at Aker Solutions,
and attract new competency and talents needed to continue the digital transformation.
In addition we entered into key partnerships, progressing on the development of digital
twins, and leveraging our customers’ data to drive value.

“

We continue to make progress on the
five pillars of the strategy, centered on
customers, partnerships, innovation,
operational excellence and services.
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5IFIFBMUIBOETBGFUZPGPVSFNQMPZFFTSFNBJOTPVSåSTUQSJPSJUZ*OXFIBE
zero days, i.e days without a recordable injury, work-related illness, environmental spill or
near miss across the company. At Aker Solutions we believe a goal of zero incidents is
achievable and will continue our effort to reach this ambition.
As our vision states, Aker Solutions seeks to be a leader in forging a sustainable future
for our industry and the world it serves. I am thankful for the dedication shown by Aker
Solutions employees as we continue to adapt to perform in an evolving market.

Luis Araujo
*OPLM,_LJ\[P]L6ɉJLY
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Board of
Directors’ Report
Aker Solutions took steps in 2018
to further strengthen its international
growth and position.
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The company delivered strong execution on customer deliveries and attracted new
customers internationally through its innovation and commitment to quality.
Progress was made on expanding the company’s portfolio of
BMMJBODFTUPJODMVEFEJHJUBMJ[BUJPOBOEPGGTIPSFæPBUJOHXJOE
In 2018 the company entered a collaboration agreement with
Siemens, to complement the established collaboration with
Cognite. Together, Aker Solutions and Siemens aim to create
software applications and joint service offerings, including
UIFEFWFMPQNFOUPGJOEVTUSJBMEJHJUBMUXJOT UPESJWFFGåDJFODZ
UISPVHIPVUUIFFOUJSFMJGFDZDMFPGUIFåFME

Overview
Building on nearly two centuries of technological and engineering excellence, Aker Solutions
JTDPNNJUUFEUPåOEJOHTPMVUJPOTUPCSJOHFOFSHZSFTPVSDFTTBGFMZBOEDPTUFGGFDUJWFMZJOUP
production, maximizing recovery, and minimizing the environmental footprint.
The company provides products, systems and services ranging from concept studies
and front-end engineering to subsea production systems and services for enhancing and
FYUFOEJOHUIFMJGFPGBåFME5IFNBJODVTUPNFSTBSFJOUFSOBUJPOBM OBUJPOBMBOEJOEFQFOEFOU
oil and gas and energy companies.
Aker Solutions had 14,705 own employees and was present in 25 countries at the end of
5IFNBJOPGåDFJTBU'PSOFCV /PSXBZ"LFS4PMVUJPOT"4"JTMJTUFEPOUIF0TMP4UPDL
Exchange.

Strategy and Organizational Development
Aker Solutions responded to the downturn well by maintaining its competitiveness. In
UIFDPNQBOZDPOUJOVFEUPEFMJWFSPOJUTDPTUFGåDJFODZQSPHSBN XIJMFJUTFDVSFE
important contracts in a competitive market.
After achieving the target of 30 percent cost reduction in 2017, the company last year
extended its ambition. A new target of a 5 percent year-on-year improvement was
set to reach an additional 20 percent cost reduction by 2021. The main drivers will be
continuous improvement efforts and a push to develop and deploy new and existing digital
technologies and offerings.
Aker Solutions’ strategy is aimed at further strengthening its competitiveness and ability
UPTFSWFDVTUPNFST5IFTUSBUFHZIBTåWFNBJOQSJPSJUJFTDVTUPNFST QBSUOFSTIJQT 
innovation, operational excellence and services.
New contract awards in international markets combined with repeat orders from major
oil companies are evidence of strong customer relationships. The number of early phase
studies in international markets more than doubled last year, accounting for more than a
third of the 150 studies in total. The total number was up from 124 in 2017.

“

Aker Solutions’ strategy is
aimed at further strengthening
its competitiveness and ability to
serve customers. The strategy has
five main priorities: customers,
partnerships, innovation, operational
excellence and services.
Aker Solutions is aiming for a position as the leading digital lifePGåFMEJOUFHSBUPSCBTFEPOJUTEJHJUBMUSBOTGPSNBUJPOQSPHSBN 
digital twins, and related offerings. The company is executing on
its plan to connect products, assets and workers to the digital
ecosystem. Digitalization also enables internal cost savings
and there are more than 100 ongoing initiatives. In 2018 the
DPNQBOZFTUBCMJTIFEBo4PGUXBSF)PVTFpUPBDDFMFSBUFBOE
commercialize Aker Solutions’ own software solutions.
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Aker Solutions continued to strengthen its focus on sustainable solutions in the energy
value chain. Responding to the ongoing energy transformation, the company made
targeted investments in areas where it’s expertise and capability can make a difference.
5IJTJODMVEFTMPXDBSCPOåFMEEFWFMPQNFOUTPMVUJPOT EFDBSCPOJ[BUJPOTPMVUJPOT 
FMFDUSJåDBUJPOTPMVUJPOTBOEUFDIOPMPHJFT
Investing in Principle Power secured a position in the growing renewable energy market
CZQBSUOFSJOHXJUIBMFBEJOHPGGTIPSFæPBUJOHXJOEQPXFSTVQQMJFS5IFUXPDPNQBOJFTMBTU
ZFBSUPPLTUFQTUPSFBMJ[FBQPUFOUJBMæPBUJOHXJOEQSPKFDUPGGTIPSFUIF64XFTUDPBTU
"LFS4PMVUJPOTIBTTUSFOHUIFOFEJUTWBMVFQSPQPTJUJPOBTBMJGFPGåFMEJOUFHSBUPSJOUIFPJM
and gas sector, as well as in adjacent sectors such as CCUS (Carbon Capture, Utilization
BOE4UPSBHF *OUIJTTFHNFOU "LFS4PMVUJPOTTFDVSFEJUTåSTUDPOUSBDUPO/PSUIFSO
Lights, a project initiated by Equinor with partners Shell and Total to develop the world's
åSTUTUPSBHFGBDJMJUZDBQBCMFPGSFDFJWJOH$0GSPNWBSJPVTJOEVTUSJBMTPVSDFT*OQBSBMMFM 
the company will continue to develop sustainable energy and low carbon solutions for
traditional oil and gas developments. Solutions to decarbonize the oil and gas sector
include subsea gas compression, all-electric systems, unmanned platforms.

Organization
Aker Solutions made some structural changes to the organization by separating the
1SPKFDUT%FMJWFSZ$FOUFSJOUPUXPEFMJWFSZDFOUFST POFGPS#SPXOåFME1SPKFDUTBOEPOF
GPS(SFFOåFME1SPKFDUTUPCFUUFSEJTUSJCVUFUIFTQBOPGDPOUSPM5PMFBEUIFOFX#SPXOåFME
Projects Delivery Center, Linda Litlekalsøy Aase was appointed as the new executive vice
president. She is also responsible for Production Asset Services. The new organizational
TFUVQJTBCFUUFSSFæFDUJPOPGUIFXPSLæPXT GSPNFBSMZFOHBHFNFOUXJUIDVTUPNFSTUP
project execution, and on through life-of-asset services and decommissioning.

In 2018 Aker Solutions signed a strategic, global collaboration
agreement with Equinor to ensure mutual and continuous
improvement on current and future subsea projects within the
domains of safety, quality, technology, execution and cost. New
contract awards from customers like Petrobras in Brazil, BP in
Angola, CNOOC in China and Aker BP in Norway also spoke to
strong client relations.

Where We Operate
Aker Solutions is pursuing international growth in targeted markets
while safeguarding its existing market positions. The company is
represented in all major offshore oil and gas basins around the
world, from the Gulf of Mexico and Brazil to the North Sea, Africa,
Middle East and Southeast Asia. The company progressed in the
BNCJUJPOPGHSPXJOHJOUFSOBUJPOBMNBSLFUT XJUITJHOJåDBOUBXBSET
in Brazil, UK, Africa and Asia.

Market Outlook
"LFS4PMVUJPOTnåOBODJBMQFSGPSNBODFEFQFOETQSJNBSJMZPO
activity in global oil and gas markets.
Markets remained competitive in 2018, and the sharp drop in the
price of oil in December 2018 indicates continued volatile and
unpredictable market conditions. However, operational activity
increased last year, particularly in offshore Norway, Brazil, Africa
and Asia. Aker Solutions experienced high demand for front-end
FOHJOFFSJOHBOETFDVSFELFZCSPXOåFMEBOEHSFFOåFMEDPOUSBDUT 
including subsea projects in international markets.

Customer Focus
Aker Solutions maintains its ambition to collaborate with customers and suppliers to
improve overall economics and performance of key offshore oil and gas developments.
By engaging in the earliest phases of an energy project, the company is able to promote
BOJOUFHSBUFEBQQSPBDIUPåOEJOHFGGFDUJWFTPMVUJPOTBDSPTTUIFGVMMEFWFMPQNFOUBOE
operational lifecycle.

Improvement measures across the industry are lowering breakeven costs and more projects are being sanctioned. Aker
Solutions’ tendering activity in main markets is high, particularly
in the subsea area, key projects are anticipated to be awarded in
2019.
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Longer term, the outlook remains positive. Declining reserves
and lower oil and gas production in many parts of the world are
expected to generate investments in new developments and
JODSFBTFESFDPWFSZGSPNFYJTUJOHåFMET%FNBOEGPSHBT FTQFDJBMMZ
JO"TJB JTFYQFDUFEUPSJTF"EEJUJPOBMJOWFTUNFOUTJOMJRVFåFE
natural gas will likely be required to ensure a long-term balance
in the oil and gas segment. Aker Solutions is well positioned in
key regions to provide the capabilities and technology to lower
development costs, improve recovery rates, and reduce the
industry’s environmental footprint. Renewables continue to grow
in scope and importance, but commercial opportunities for Aker
Solutions in this segment are more likely to be realized later in the
strategy period.

Corporate Responsibility
The company’s commitment to human and labour rights is covered
by the Global Framework Agreement between Aker ASA and
the Norwegian and international trade unions Fellesforbundet,
IndustriALL Global Union, NITO and Tekna. Aker Solutions
reports and communicates on corporate responsibility based
on recommendations from the Global Reporting Initiative. More
information is available in the company’s corporate responsibility
report for 2018 on www.akersolutions.com/cr-reports.

Corporate Governance
Corporate governance is a framework of values, responsibilities and
work processes to control the business and promote a sustainable
value creation for shareholders and other stakeholders. The board
of directors is responsible for ensuring sound governance at Aker
Solutions. The audit committee supports the board in ensuring the
company has internal procedures and systems in place for effective
processes based on the principles set out in the Norwegian Code of
Practice for Corporate Governance.
More information is available in the corporate governance report for
2018 on www.akersolutions.com/corporate-governance.
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Ethical and Political Risks
Aker Solutions could potentially become involved in unethical behavior, either directly or
through third parties and partners. The company has operations in countries associated
with high political, reputational and corruption risks. Key tools to reduce these risks are
the company’s code of conduct and anti-corruption compliance program, which are
implemented at all locations globally. Risks are managed through country analyses,
mandatory awareness training, compliance reviews and integrity due diligence.
Aker Solutions’ anti-corruption program is subject to quarterly reporting to the Audit
Committee.
Aker Solutions has zero tolerance for corruption and works vigilantly to prevent such
behavior. The company has control systems in place throughout the organization that are
designed to identify and limit the effects of violations of the code of conduct. In general,
employees face consequences spanning from a warning to dismissal for violating the code
of conduct.
The company last year continued to strengthen its anti-corruption compliance framework.
5IFEFMJWFSZDFOUFSTnDPNQMJBODFPGåDFSTDPOUJOVFEUPTVQQPSUUPQNBOBHFNFOUPO
integrity related matters and awareness initiatives. In 2018, the company conducted an
increased number of project screenings and integrity due diligences of potential business
partners as it pursued more opportunities in high risk markets. Furthermore, a systematic
process for follow up and reporting on high risk business partners was implemented. All
integrity training material was updated.

Financial Performance
"LFS4PMVUJPOTQSFTFOUTJUTDPOTPMJEBUFEåOBODJBMTUBUFNFOUTJO
accordance with the International Financial Reporting Standards
(IFRS) as adopted by the European Union. All amounts except
those in the Parent Company Financial Statements on page 96
SFMBUFUPUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTGPSUIFHSPVQ TJODF
the parent company has very limited operations.

Consolidated Financial Results
Aker Solutions’ revenue increased to NOK 25.2 billion in 2018
from NOK 22.5 billion the prior year. Earnings before interest
and taxes (EBIT) increased to NOK 1.0 billion from NOK 0.6
billion a year earlier. Earnings were impacted by a gain from the
sale of property plant and equipment (PPE) of NOK 50 million,
restructuring costs of NOK 39 million, NOK 15 million for lease
DPTUTPOWBDBUFEPGåDFTQBDFJOBEEJUJPOUPPUIFSTQFDJBMJUFNT
Aker Solutions booked NOK 22 million in impairment charges on
capitalized research and development programs and machinery
and equipment. Excluding these special items EBIT increased to
NOK 1.1 billion from NOK 0.9 billion a year earlier.
Interest income was NOK 39 million in 2018 compared with NOK
55 million the previous year. Interest expenses fell to NOK 268
million from NOK 305 million in 2017 because of a decrease in
CPSSPXJOHT"LFS4PMVUJPOTIFEHFTDVSSFODZSJTLGPSBMMTJHOJåDBOU
project exposures. More than 80 percent of the value of the
hedging instruments either qualify for hedge accounting or are
hedges of separated embedded derivatives. Income before tax
increased to NOK 792 million in 2018 from NOK 399 million the
year before. Income tax expenses were NOK 238 million, up from
NOK 160 million in 2017. This corresponds to an effective tax rate
of 30 percent, down from 40 percent the year before. Net income
after tax in 2018 was NOK 554 million compared with NOK 239
million the previous year. Earnings per share were NOK 1.88
versus NOK 0.81 in 2017.
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The board of directors has proposed that no dividend payment
CFNBEFGPS8IJMF"LFS4PMVUJPOTnåOBODFTXFSFTPMJE 
with a liquidity buffer of NOK 7.5 billion at the end of the year, the
board considered it still prudent to exercise caution and conserve
cash amid continued uncertainty about the market outlook. The
company maintains its policy of paying a dividend of between 30
BOEQFSDFOUPGOFUQSPåUPWFSUJNF

Projects Financial Results
5IFQSPKFDUTTFHNFOUQSPWJEFTHSFFOåFMEFOHJOFFSJOHBOE
QSPDVSFNFOU CSPXOåFMENPEJåDBUJPOT IPPLVQBOETVCTFB
equipment and systems.
5IFQSPKFDUTTFHNFOUJTFYUFSOBMMZSFQPSUFEJOUXPTVCTFHNFOUT
TVCTFBBOEåFMEEFTJHO1SPKFDUTSFWFOVFJODSFBTFEUP/0,
19.9 billion in 2018 from NOK 17.7 billion the year before, mainly
SFMBUFEUPUIFåFMEEFTJHOTVCTFHNFOU QBSUJBMMZPGGTFUCZTMJHIUMZ
lower revenue in the subsea sub-segment. The EBIT margin
increased to 4.2 percent from 3.4 percent a year earlier. Excluding
special items, the EBIT margin was 4.4 percent, same as a year
earlier.

Services Financial Results
The services segment provides subsea lifecycle services (SLS) and production asset
services (PAS). The SLS part is mainly related to installation, operations and maintenance
support services related to subsea equipment. The PAS part is mainly related to
outsourced asset management services, maintenance of offshore infrastructure and asset
integrity management services
Services revenue increased to NOK 5.1 billion in 2018 from NOK 4.6 billion the year
before, mainly related to the production asset services area, partially offset by slightly
lower revenue in the subsea lifecycle services area. The EBIT margin increased to 10.0
percent from 9.4 percent a year earlier. Excluding special items, the EBIT margin was 10.4
percent compared with 9.5 percent a year earlier.
The full-year order intake was NOK 5.8 billion in 2018, up from NOK 5.1 billion the prior
year. The order backlog was NOK 10.3 billion at the end of 2018 versus NOK 9.7 billion a
year earlier.

Projects
Amounts in NOK million unless otherwise noted

2018

2017

2018

2017

19,920

17,660

5,096

4,560

1,354

1,217

678

605

6.8

6.9

13.3

13.3

1,371

1,292

692

607

EBITDA margin ex. special items (%)

6.9

7.3

13.6

13.3

EBIT

843

608

511

429

Operating revenue

The full-year order intake was NOK 19.6 billion in 2018, up from
NOK 18.2 billion the prior year. The order backlog was NOK 25.0
billion at the end of 2018 versus NOK 24.8 billion a year earlier.

Services

EBITDA
EBITDA margin (%)
EBITDA ex. special items

EBIT margin (%)

4.2

3.4

10.0

9.4

EBIT ex. special items

874

773

528

432

4.4

4.4

10.4

9.5

-1,141

-712

693

511

EBIT margin ex. special items (%)
NCOA (or working capital)

3,262

3,873

1,867

1,792

Order intake

19,642

18,177

5,756

5,116

Order backlog

25,014

24,807

10,294

9,743

7,188

6,980

5,473

5,036

Net capital employed

Employees
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*HZOÅV^

Parent Company Financial Statements

$POTPMJEBUFEDBTIæPXGSPNPQFSBUJOHBDUJWJUJFTEFQFOETPOBOVNCFSPGGBDUPST JODMVEJOH
progress on and delivery of projects, changes in working capital and prepayments from
customers. Net cash from operating activities was NOK 921 million in 2018 compared with
NOK 587 million a year earlier. Net current operating assets were negative NOK 753 million
at the end of 2018 compared with negative NOK 844 million a year earlier.

Aker Solutions ASA, the parent company of the Aker Solutions
group, owns and manages the group’s subsidiaries. Aker
Solutions ASA has outsourced all company functions to other
companies in the group, mainly Aker Solutions AS. Assets and
liabilities related to the corporate treasury function are held
by Aker Solutions ASA. Aker Solutions ASA had a net loss of
NOK 266 million in 2018 compared with a net loss of NOK 187
million in 2017 mainly consisting of corporate costs and interest
expenses. The parent company’s dividend policy is to pay
TIBSFIPMEFSTQFSDFOUUPQFSDFOUPGOFUQSPåUBTBOBOOVBM
dividend over time.

8PSLJOHDBQJUBMNBZæVDUVBUFDPOTJEFSBCMZEVFUPMBSHFNJMFTUPOFQBZNFOUTPOQSPKFDUT
"LFS4PMVUJPOTnOFUDBTIPVUæPXGPSJOWFTUJOHBDUJWJUJFTXBT/0,NJMMJPOJO 
compared with NOK 308 million a year earlier. Investments in technology development and
*5XFSF/0,NJMMJPO DPNQBSFEXJUI/0,NJMMJPOBZFBSFBSMJFS/FUDBTIPVUæPX
SFMBUFEUPåOBODJOHBDUJWJUJFTXBT/0,NJMMJPO EPXOGSPN/0,NJMMJPOJO

Financial Position
Assets, Equity and Liability
Non-current assets totalled NOK 9.6 billion at the end of 2018, compared with NOK 10
billion the year before. Goodwill and other intangible assets amounted to NOK 5.7 billion,
down from NOK 5.8 billion in 2017. The company had net interest bearing debt of NOK
347 million in 2018, compared with NOK 970 million the prior year. The net interest bearing
debt consists of current and non-current borrowings excluding cash and interest-bearing
receivables. The debt includes bond loans in the Norwegian market, bank loans with
/PSEJDBOEJOUFSOBUJPOBMCBOLT MPDBMåOBODJOHJO#SB[JMBOETPNFTNBMMFSMPBOGBDJMJUJFT
CFUXFFOHSPVQTVCTJEJBSJFTBOEMPDBMCBOLT5IFåOBODJBMQPTJUJPOXBTTPMJEBUUIFFOE
of the year with a total liquidity buffer at NOK 7.5 billion. This included cash and bank
deposits of NOK 2.5 billion as well as undrawn and committed long-term revolving bank
credit facilities of NOK 5.0 billion. Capital adequacy and liquidity were generally deemed
solid at the end of 2018, putting the company in a good position to meet challenges and
opportunities over the next few years.
The book value of equity including non-controlling interests was NOK 7.6 billion at the end
of 2018, compared with NOK 7.0 billion a year earlier. The company’s equity ratio was 36.2
percent of the total balance sheet, up from 35.7 percent a year earlier.

The dividend will be paid in cash or share buybacks or a
combination of both. The board of directors proposed that
no dividend payment be made for 2018 as it was deemed
prudent to exercise caution and conserve cash amid continued
uncertainty about the market outlook. More information on the
BMMPDBUJPOPGQSPåUTDBOCFGPVOEJOUIFJODPNFTUBUFNFOUPGUIF
parent company on page 97 of this report.

Going Concern
In accordance with the Norwegian Accounting Act, the board
DPOåSNTUIBUUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTBOEQBSFOU
DPNQBOZåOBODJBMTUBUFNFOUTIBWFCFFOQSFQBSFEPOUIFCBTJT
of the going-concern assumption.

Research, Innovation and Technology
The company’s principal focus is the development of new costFGåDJFOUDPODFQUT UFDIOPMPHJFTBOEQSPEVDUTBTDVTUPNFST
face declining production rates, and increasingly complex
SFTFSWPJSTBUHSFFOåFMEQSPKFDUTBTXFMMBTUSBOTJUJPOJOHUPBOFX
energy and low carbon future.
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The research and development portfolio in 2018 involved more
than 15 key projects. Total R&D expenditure was NOK 226 million,
of which NOK 174 million was capitalized and NOK 52 million
was expensed. The company was awarded funding totaling NOK
85 million in third party funding, with NOK 9 million from the
Norwegian Research Council for one of its research projects.
Aker Solutions recognized NOK 15 million in impairment losses on
capitalized research and development. This was mainly related to
technologies where the market outlook changed as a result of the
market slowdown.
More than half of all R&D investments were allocated to digital
initiatives last year, up from the year before, and the company
expects this share to increase going forward.
The company is developing software and associated offerings
to improve how the industry works from concept through
åFMEEFWFMPQNFOU PQFSBUJPOTBOEEFDPNNJTTJPOJOH5IJTJT
represented by the company’s PUSH program.
As in 2017, much of Aker Solutions’ innovation took place in
collaboration with other companies, such as ABB, MAN Diesel &
Turbo, and Principle Power. Aker Solutions works with these and
other companies to develop technologies and products to lower
costs, increase recovery and minimize environmental footprints.
Aker Solutions has also continued investing in early phases of
technology development, This work has been strengthened
in 2018 with new employments to drive these processes. The
company engages with university researchers to develop
competence and create new technologies. In 2018 Aker
Solutions, together with Multiconsult and Digitread, began
TQPOTPSJOHBåWFZFBS1SPGFTTPSTIJQBU/5/6 GPDVTFEPO
research on digital transformation.

Health, Safety, Security and Environment
Aker Solutions is committed to a goal of zero harm to people, assets and the environment.
The cornerstone of this objective is a strong, structured and company-wide HSSE system,
setting clear standards for HSSE management and leadership. Regular audits aim to
identify, isolate and help address potential shortcomings. Aker Solutions is focused
on continuous improvement and learning throughout the organization, and the HSSE
system is a key enabler in the quest for ever more stringent standards. At Aker Solutions
the HSSE culture is founded on the principle that HSSE is the personal responsibility
of every employee. To strengthen the culture further and improve the company’s HSSE
performance, Aker Solutions will from 2019 adopt and implement the new standardized
International Association of Oil & Gas Producers (IOGP) Lifesaving Rules.

Safety
Aker Solutions operates with a zero incident mindset and the belief that all incidents can
be prevented. Sadly, 75 employees were injured at work last year, 21 of these injuries
resulted in lost time, and in three cases the injuries were serious.
The Lost Time Injuries were mainly injured legs, feet and wrists due to slips and trips, cuts
BOENJOPSCVSOTPOåOHFSTBOEIBOETBOENVTDMFTUSBJOTBGUFSFJUIFSCVNQJOHJOUPPS
being struck by objects. As of year-end, Aker Solutions’ had a lost time injury frequency
(LTIF) of 0.6, compared to 0.5 for 2017. The total recordable injuries frequency (TRIF)
indicator increased to 2.0, compared to 1.4 in 2017.
The Zero Days indicator counts days without a recordable injury, work-related illness,
environmental spill or near miss across the company. In 2018, Aker Solutions had 288
zero incident days compared with 314 in 2017. This represents a decrease of 26 days. The
company is now committed to return to the 2017 level, setting a goal of 314 Zero Days for
2019.
Aker Solutions also in 2017 adopted the serious incident frequency (SIF) KPI to focus on
the occurrence of high-risk incidents. These are incidents where the actual or potential
DPOTFRVFODFJTEFFNFEUPCFIJHIPSFYUSFNF BTEFåOFEXJUIJOUIFDPNQBOZnTSJTL
NBUSJY5IFZFBSFOESFTVMUUIVTJOEJDBUFEBQPTJUJWFQFSGPSNBODF XJUIB4*'åHVSFPG
which well below the target.
Overall the HSSE performance of the company were negative and Aker Solutions
management has taken actions to reverse these trends. The board of directors will monitor
the development in 2019.
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Health and Working Environment

Emergency Preparedness and Response

Aker Solutions is committed to a goal of zero harm to people, assets and the environment.
The cornerstone of this objective is a strong, structured and company-wide HSSE system,
setting clear standards for HSSE management and leadership. Regular audits aim to
identify, isolate and help address potential shortcomings. The HSSE system is a key
enabler in the quest for even more stringent standards. At Aker Solutions the HSSE culture
is founded on the principle that HSSE is the personal responsibility of every employee.

There have been no major incidents in 2018 involving the
company’s corporate emergency response team (CERT). To
ensure a robust and resilient response in the event of an incident,
procedures have been updated and training initiatives have been
undertaken at all levels. The last year has also seen improvements
made to the company’s specialized response software, while
OPUJåDBUJPOMJOFTUPUIF(40$IBWFCFFOTUSFOHUIFOFEBOE
centralized.

More detailed information is available in the company’s corporate responsibility report for
2018 on www.akersolutions.com/cr-reports.

Environment
Security
Aker Solutions’ commitment towards safeguarding employees, assets and reputation
has been further enhanced by strengthening the Global Security Operations Center
(GSOC). GSOC can remotely monitor and provide security assistance to company
locations such as Brazil, Malaysia, Angola, UK and Norway. The center also includes a
EFEJDBUFESFTPVSDFUPNPOJUPSJODJEFOUTBSPVOEUIFXPSME FOTVSJOHFBSMZJEFOUJåDBUJPOPG
situations potentially affecting Aker Solutions’ sites or employees. It also offers support
and assistance for all employees on business travels, and maintains an overview of the
travelling population within the company. No serious security incidents were reported in
2018.
The corporate visitor management system was replaced in 2018, in line with GDPR
requirements, and provides an improved user interface. Physical security requirements
have been updated and will be communicated globally to ensure the same minimum
standards across the company regardless of geographical location.
"LFS4PMVUJPOTJTDPNNJUUFEUPVUJMJ[JOHBæFFUPGPOTJUFWFIJDMFTUIBUDPOGPSNTXJUIUIF
highest safety standards. In line with the IOGP expectation of providing 5-star NCAP rated
WFIJDMFTPOMZ UIFDPNQBOZJTDPOEVDUJOHBOPOHPJOHæFFUSFOFXBMQSPHSBN

Cybercrime
The threats from Cyber Criminals is increasing and the most used attack vector is socalled phishing emails. Aker Solutions has taken steps to harden the protection of email,
improve capabilities to identify ongoing malicious activities and increase employee
awareness of cyber threats. With more smartness in all products there is also an
increasing threat to devices connected to the internet. Necessary precautions have been
taken to protect Aker Solutions and the company’s clients assets.

Aker Solutions works to protect the environment by offering
products, systems and services that help reduce the
environmental footprint of customers’ operations and by seeking
to reduce negative climate impact of own operations.
Aker Solutions’ total energy consumption, based on the recorded
use of oil, gas, fuels and electricity, increased from 90,709
megawatt hours (MWh) in 2017 to 97,434 MWh in 2018. Total
carbon dioxide emissions were 34,025 tonnes in 2018. The 2017
åHVSFXBT UPOOFT CVUBDPNQBSJTPOCFUXFFOUIFUXP
is misleading as in 2018 the company included carbon dioxide
emissions from travels booked in Norway, UK and US for the
åSTUUJNF8PSLJTOPXVOEFSXBZUPJODMVEFUSBWFMFNJTTJPOTGSPN
Aker Solutions’ other operational regions in 2019, which should
BHBJOMFBEUPBOJODSFBTFJOPWFSBMMåHVSFT*O"LFS4PMVUJPOT
intends to report its carbon footprint to CDP.
Aker Solutions is focused on waste segregation and recycling.
In 2018 the company recorded total waste of 9,034 tonnes,
compared with 6,410 tonnes a year earlier. In total 71 percent of
the waste was sent for recycling. This number is lower than in
2017, when the recycling factor was 87 percent. The reason for
UIJTTJHOJåDBOUEFDMJOFXBTBDIBOHFJOUIFSFQPSUJOHPGXBTUF
numbers. To align with industry standards, the company now
only includes material recycling in its recycled waste fraction,
excluding hazardous waste and waste to energy recovery. As a
result a year-on-year comparison cannot be made.
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"LFS4PMVUJPOTJTDPNNJUUFEUPJODSFBTJOHFGåDJFODZBOEEFDSFBTJOHFOFSHZDPOTVNQUJPO
5IFåHVSFTSFæFDUHSFBUFSBDUJWJUZMFWFMT.PWJOHGPSXBSE UIFDPNQBOZJTGPDVTJOH
on meeting production objectives with lower energy use and less waste.

Safeguarding Diversity and Equal Opportunity
Aker Solutions had 14,705 employees and 4,737 contract staff as of year-end 2018.
Aker Solutions is strongly committed to the principles of non-discrimination and equal
opportunity, regardless of gender, nationality or other factors. Men have traditionally
dominated the oil and gas industry and, particularly, offshore work. This continues to be
SFæFDUFEJOPVSPSHBOJ[BUJPO XIFSFBSPVOEQFSDFOUPGPVSFNQMPZFFTBSFXPNFO5IF
number of women in leadership roles increased from 124 to 136 in 2018.
Aker Solutions’ diverse workforce represents about 79 nationalities and offers a wide
SBOHFPGDPNQFUFODJFTBOEJOTJHIUT CFOFåUUJOHCPUIJUTDVTUPNFSTBOEUIFCVTJOFTT
Aker Solutions seeks to promote diversity in its workforce through clear recruitment
requirements and the development of individuals and programs supporting equal
opportunity, in accordance with its people policy and recruitment procedures.
More information regarding the company’s commitment to equality and diversity is
available in the company’s 2018 corporate responsibility report.

Risk Factors
Aker Solutions’ global footprint, operations and exposure
to energy markets provide both opportunities and risks that
NBZBGGFDUUIFDPNQBOZnTPQFSBUJPOT QFSGPSNBODF åOBODFT 
reputation and share price.
Overall company performance is affected by both external
and internal factors. External factors include issues such as
æVDUVBUJPOTJOFOFSHZQSJDFT DVTUPNFSCFIBWJPVSBOENBSLFU
developments, while internal factors may encompass matters
such as project execution and service delivery. The inherent
complexity of Aker Solutions internal operations and the costs
across a broad-based value chain also impact upon results.
Principal cost drivers include the cost of suppliers’ direct and
indirect material, sub-contractor costs and the company’s own
NBOIPVST BOEæVDUVBUJPOTJOPJMBOEHBTQSJDFT5ISPVHIJUT
business, Aker Solutions is exposed to legal, regulatory and
political risks, such as tax changes, decisions on environmental
regulation, and international sanctions that impact supply and
demand, as well as risks associated with unethical and criminal
CFIBWJPVS5IFDPNQBOZJTBMTPFYQPTFEUPåOBODJBMNBSLFUSJTLT 
including changes in currency rates, interest rates, credit and
counterparty risks, as well as risks associated with access to and
UFSNTPGåOBODJOH
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Market Risk

Operational Risk

Compared to recent years, the market situation and current outlook for the oil-services
JOEVTUSZJTJNQSPWJOH/FWFSUIFMFTT TJHOJåDBOUDIBMMFOHFTSFNBJO4PNFPGUIFQSJODJQBM
GBDUPSTUIBUDPOUSJCVUFUPNBSLFUSJTLBSFPVUMJOFECFMPX

"LFS4PMVUJPOTVUJMJ[FTCPUISFJNCVSTBCMFBOEåYFEQSJDF
DPOUSBDUT$POUSBDUTUIBUJODMVEFåYFEQSJDFTGPSBMMPSQBSUT
of the deliverables are subject to the risk of potential cost
overruns. Aker Solutions is involved in projects that are both
EFNBOEJOHBOEDPNQMFYJOOBUVSF XJUITJHOJåDBOUEFTJHOBOE
engineering requirements, as well as extensive procurement
and manufacturing of equipment, sourcing supplies and
construction management. In certain situations the projects
may also require the development of innovative new technology
and solutions. These can impact upon the company’s ability to
deliver on time and in accordance with a contract, potentially
IBSNJOH"LFS4PMVUJPOTnSFQVUBUJPO QFSGPSNBODFBOEåOBODFT
Factors that may have an adverse material effect on the
CVTJOFTT SFTVMUTPGPQFSBUJPOTBOEåOBODFTPG"LFS4PMVUJPOT
JODMVEF CVUBSFOPUMJNJUFEUP



Changes in global demand, energy prices and environmental requirements impact
upon oil company activities and the overall development of the market.



Local content requirements, legislative restrictions and/or prohibitions on oil and gas
activities in countries of existing or planned operations.



Liabilities under environmental laws or regulations.



Uncertainty regarding future contract awards and their impact on future earnings and
QSPåUBCJMJUZ

5IFTFGBDUPSTXJMMJOæVFODFPJMQSJDFBOEPJMDPNQBOJFTFYQMPSBUJPO EFWFMPQNFOU 
QSPEVDUJPO JOWFTUNFOU NPEJåDBUJPOBOENBJOUFOBODFBDUJWJUZ
Developments within the market will lead to capacity adjustments and changes in the
valuation of company assets and liabilities. The main uncertainties include delivering on
the company’s international growth ambitions, entry and establishment in new growth
markets, and delivering a competitive cost base. Aker Solutions is committed to an
BDUJWFQPMJDZPGSJTLNBOBHFNFOUBOEXJMMUBLFNJUJHBUJOHBDUJPOTUPJODSFBTFæFYJCJMJUZ
in its operations, for instance by seeking to drive down costs, build a sustainable global
XPSLGPSDFBOEFOIBODFTUBOEBSEJ[BUJPOBOETJNQMJåDBUJPO5IFDPNQBOZBJNTUPCFBHJMF
JOJUTBQQSPBDIUPUIFNBSLFU FGGFDUJWFMZBEBQUJOHUPJOEVTUSZEFNBOEBOEæVDUVBUJPOT
to deliver optimal value and rewards across the value chain. A focus on continuous
improvement in productivity and sustainability is central to these efforts.



;OLSVZZVMI\ZPULZZMYVTHZPNUPÄJHU[J\Z[VTLY[OLMHPS\YL[V
KLSP]LYHZPNUPÄJHU[WYVQLJ[HZHNYLLKVYHS[LYH[PVUZ[V[OLVYKLY
IHJRSVN



(RLY:VS\[PVUZ»HIPSP[`[VJVTWL[LLɈLJ[P]LS`HUKTHPU[HPUTHYRL[
WVZP[PVUZHUKZHSLZ]VS\TLZ



;OLJVTWHU`»ZJHWHIPSP[`[VZ\JJLZZM\SS`JVTTLYJPHSPaLUL^
[LJOUVSVN`



7HY[ULYZOPWZQVPU[]LU[\YLZHUKV[OLY[`WLZVMJVVWLYH[PVU[OH[
L_WVZL[OLJVTWHU`[VYPZRZHUK\UJLY[HPU[PLZV\[ZPKLP[ZJVU[YVS



5VUKLSP]LY`HUKVYKPZW\[LZ^P[OHRL`Z\WWSPLY



:PNUPÄJHU[KLSH`ZVYX\HSP[`PZZ\LZPTWHJ[PUN\WVUWYVQLJ[KLSP]LY`
VYWLYMVYTHUJL



*`ILYJYPTLSLHKPUN[VZ`Z[LTKV^U[PTLVYZPNUPÄJHU[SVZZVM
PU[LSSLJ[\HSWYVWLY[`
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Financial Risks
5IFPCKFDUJWFPGåOBODJBMSJTLNBOBHFNFOUJTUPNBOBHFFYQPTVSF
GSPNåOBODJBMSJTLTUPJODSFBTFQSFEJDUBCJMJUZPGFBSOJOHTBOE
NJOJNJ[FQPUFOUJBMBEWFSTFFGGFDUTPOåOBODJBMQFSGPSNBODF
Financial risk management and exposures are described in detail
in note 22 and capital management is described in note 23. The
NBJOåOBODJBMSJTLTBSF


Currency risk: Aker Solutions has international operations
and is exposed to currency risk on commercial transactions,
assets and liabilities when payments and revenues are
denominated in a currency other than the functional
currency of the respective entity. The currency risks in all
major contracts are hedged with external banks in the
foreign exchange market. More than 80 percent of the
IFEHJOHWPMVNFFJUIFSRVBMJåFTGPSIFEHFBDDPVOUJOHPSJT
presented separately as hedges of embedded derivatives.
Some jurisdictions may have currency restrictions and /
or restrictions on repatriation of funds, in which case the
company takes mitigating actions to minimize the currency
exposure. These actions include non-deliverable forwards,
multilateral or bilateral agreements with banks, customers and
vendors regarding conversion of currencies, and timing of
invoicing and payments.



Liquidity risk:5IFDPSQPSBUFUSFBTVSZEFQBSUNFOUFOTVSFTåOBODJBMæFYJCJMJUZCZFOTVSJOHTVGåDJFOUMJRVJEJUZ
reserves and available committed credit lines. The company monitors rolling 12 weeks and 12 months
DBTIGPSFDBTUTPGUIFDPNQBOZnTGVUVSFMJRVJEJUZSFTFSWF CBTFEPODPNNJUUFEBOEFYQFDUFEDBTIæPXJOBMM
business entities.



Interest rate risk: The company’s interest exposure mainly arises from external funding in bank and debt
DBQJUBMNBSLFUT$VSSFOUMZBMMFYUFSOBMEFCUJO"LFS4PMVUJPOTJTBUæPBUJOHJOUFSFTUSBUFT5IFDPNQBOZnTSJTL
NBOBHFNFOUTUSBUFHZJTUIBUPGUIFJOUFSFTUFYQPTVSFTIBMMCFåYFEJOUFSFTUSBUFGPSUIFEVSBUJPOPG
UIFEFCU5IFDPNQBOZVTFTJOUFSFTUSBUFTXBQTUPBDIJFWFUIFEFTJSFEåYFEæPBUJOHSBUJPPGUIFFYUFSOBM
EFCU"TUIFHSPVQIBTOPTJHOJåDBOUJOUFSFTUCFBSJOHPQFSBUJOHBTTFUT PQFSBUJOHJODPNFBOEPQFSBUJOH
DBTIæPXBSFTVCTUBOUJBMMZJOEFQFOEFOUPGDIBOHFTJONBSLFUJOUFSFTUSBUFT



Credit risk: The credit risk related to customers’ ability to pay is assessed in the bid phase and during
execution of a project. The majority of the customers are highly rated oil companies where the credit risk is
considered to be limited. Risk related to lower rated companies is monitored closely.



Price risk:"LFS4PMVUJPOTJTFYQPTFEUPæVDUVBUJPOTJONBSLFUQSJDFTXIJDIBSFNJUJHBUFEJOUIFCJEQSPDFTT
to a great extent by locking in committed prices with vendors or through escalation clauses with customers.

.PSFJOGPSNBUJPOPOåOBODJBMSJTLGBDUPSTJTBWBJMBCMFJOnote 22. Aker Solutions has company-wide policies,
procedures and tools that identify, evaluate and respond to risks actively and systematically. The assessment,
EFåOJUJPO GPMMPXVQBOEJNQMFNFOUBUJPOPGBEFRVBUFNJUJHBUJOHBDUJPOTUPXBSETUIFNBJOSJTLGBDUPSTBSF
all integral parts of the overall governance of the company. Aker Solutions applies a combination of risk
NBOBHFNFOUQSBDUJDFTJOPSEFSUPFGGFDUJWFMZNBOBHFUIFSJTLUPUIFDPNQBOZTVDIBTJOUFSOBMDPOUSPMT TDFOBSJP
planning, sensitivity analysis and audit management.

Fornebu, March 7, 2019
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

Koosum Kalyan
Director

Kristian Røkke
Director

Birgit Aagaard-Svendsen
Director

Atle Teigland
Director

Hilde Karlsen
Director

Oddvar Hølland
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Henrik O. Madsen
Director
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5IFåOBODJBMTUBUFNFOUTGPSUIFQBSFOUDPNQBOZBOEUIFHSPVQIBWFCFFOQSFQBSFEJOBDDPSEBODFXJUIBMM
applicable accounting standards.



5IFJOGPSNBUJPOQSPWJEFEJOUIFåOBODJBMTUBUFNFOUTHJWFTBUSVFBOEGBJSQPSUSBZBMPGUIFQBSFOUDPNQBOZnTBOEUIF
HSPVQnTBTTFUT MJBCJMJUJFT åOBODJBMQPTJUJPOBOESFTVMUTUBLFOBTBXIPMFBTPG%FDFNCFS 



The board of directors’ report for the parent company and the group provides a true and fair overview of the
EFWFMPQNFOU QFSGPSNBODFBOEåOBODJBMQPTJUJPOPGUIFQBSFOUDPNQBOZBOEUIFHSPVQUBLFOBTBXIPMF BOEUIF
NPTUTJHOJåDBOUSJTLTBOEVODFSUBJOUJFTGBDJOHUIFQBSFOUDPNQBOZBOEUIFHSPVQ

Fornebu, March 7, 2019
Board of Directors of Aker Solutions ASA
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Koosum Kalyan
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Kristian Røkke
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Birgit Aagaard-Svendsen
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Atle Teigland
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Hilde Karlsen
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Oddvar Hølland
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Income Statement
Consolidated statement for the year ended December 31

Amounts in NOK million

Note

Revenue

3, 4

2018

2017

25,232

22,461

-10,560

-8,359

Personnel expenses

5

-9,534

-9,290

Other operating expenses

6

-3,328

-3,292

-23,422

-20,941

1,810

1,519

10, 11

-739

-792

10, 11, 12

-22

-156

1,049

571

Materials, goods and services

Operating expenses before depreciation, amortization and impairment
Operating income before depreciation, amortization and impairment

Depreciation and amortization
Impairment
Operating income

Interest income

7

39

55

Interest expenses

7

-268

-305

/FUPUIFSåOBODJBMJUFNT

7

-28

78

792

399

-238

-160

554

239

511

221

Income before tax

Income tax

9

Net income

Net income attributable to:
Equity holders of the parent company
Non-controlling interests
Net income

Earnings per share in NOK (basic and diluted)

8

43

18

554

239

1.88

0.81
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Other Comprehensive Income (OCI)
Consolidated statement for the year ended December 31

2018

2017

554

239

$BTIæPXIFEHFT FGGFDUJWFQPSUJPOPGDIBOHFTJOGBJSWBMVF

8

348

$BTIæPXIFEHFT SFDMBTTJåFEUPJODPNFTUBUFNFOU

3

233

-2

-147

Translation differences - foreign operations

-69

112

Total

-60

546

Amounts in NOK million

Note

Net income

Other comprehensive income

*UFNTUIBUBSFPSNBZCFSFDMBTTJæFETVCTFRVFOUMZUPQSPæUPSMPTT

$BTIæPXIFEHFT EFGFSSFEUBY

9

*UFNTUIBUXJMMOPUCFSFDMBTTJæFEUPQSPæUPSMPTT
3FNFBTVSFNFOUTPGEFåOFEQFOTJPOPCMJHBUJPOT

18

-71

-60

3FNFBTVSFNFOUTPGEFåOFEQFOTJPOPCMJHBUJPOT EFGFSSFEUBYBTTFU

9

12

10

25, 27

12

-17

Change in fair value of equity investments over OCI
Total
Other comprehensive income (loss), net of tax
Total comprehensive income

-48

-67

-108

479

446

718

400

701

Total comprehensive income (loss) attributable to:
Equity holders of the parent company
Non-controlling interests
Total comprehensive income

47

17

446

718
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Balance Sheet
Consolidated statement as of December 31

Note

Amounts in NOK million

2018

2017

Amounts in NOK million

Assets

&RVJUZBOEMJBCJMJUJFT

Non-current assets

&RVJUZ

Note

2018

2017

Property, plant and equipment

10,12

3,044

3,316

Share capital

16

294

294

Intangible assets

11,12

5,686

5,814

Treasury shares

16

-1

-1

Reserves

16

1,161

1,115

6,047

5,572

7,502

6,981

106

67

7,608

7,047

Deferred tax assets

9

663

633

Other investments

22, 25, 27

79

91

Other non-current assets

25

Total non-current assets

84

106

9,556

9,960

Retained earnings
5PUBMFRVJUZBUUSJCVUBCMFUPUIFQBSFOU
Non-controlling interests
5PUBMFRVJUZ

Current assets
Current tax assets

109

Inventories

13

Customer contract assets and receivables

3, 14, 25

Prepayments

174

Non-current liabilities
Non-current borrowings

326

428

1,788

2,576

6,887

5,246

Pension obligations

18

572

556

Deferred tax liabilities

9

266

238

10

83

2,636

3,453

1,348

1,597

24, 25

218

226

Other non-current liabilities

Interest-bearing receivables

25

47

128

Total non-current liabilities

Cash and cash equivalents

15, 25

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

2,473

1,978

Total current assets

11,408

9,775

Total assets

20,964

19,736

Current tax liabilities
Current borrowings

Trade and other payables
Customer contract liabilities
%FSJWBUJWFåOBODJBMJOTUSVNFOUT

Atle Teigland
Director

Koosum Kalyan
Director

Hilde Karlsen
Director

Kristian Røkke
Director

Oddvar Hølland
Director

Birgit Aagaard-Svendsen
Director

Henrik O. Madsen
Director

17, 25

Current liabilities

Provisions
Fornebu, March 7, 2019
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

26

17, 25
20
21, 25, 28
3
24, 25

68

43

1,125

539

906

942

7,741

7,304

709

0

172

408

Total current liabilities

10,721

9,236

Total liabilities

13,357

12,688

5PUBMFRVJUZBOEMJBCJMJUJFT

20,964

19,736

Luis Araujo
$IJFG&YFDVUJWF0GåDFS
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$BTIçPX
Consolidated statement for the year ended December 31

Amounts in NOK million

Note

2018

2017

554

239

$BTIçPXGSPNPQFSBUJOHBDUJWJUJFT

Adjustments for:
9

238

160

218

213

7

17

-41

10, 11, 12

761

948

-73

70

1,715

1,589

Net interest cost
1SPåU MPTTPOGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
Depreciation, amortization and impairment

2018

2017

Proceeds from borrowings

17

1,617

1,317

Repayment of borrowings

17

-1,716

-2,078

Paid dividends including tax

8

0

-27

$BTIçPXGSPNæOBODJOHBDUJWJUJFT

Net income

Income tax

Note

Amounts in NOK million

0UIFS QSPåU MPTTPOEJTQPTBMTBOEOPODBTIFGGFDUT
Net income after adjustments
Changes in operating assets and liabilities
Cash generated from operating activities
Interest paid
Interest received
Income taxes paid
Net cash from operating activities

-447

-482

1,268

1,107

-313

-327

96

91

-130

-283

921

587

Acquisition of non-controlling interests
/FUDBTIGSPNæOBODJOHBDUJWJUJFT

0

-47

-99

-835

Effect of exchange rate changes on cash and bank deposits

-30

54

Net increase (decrease) in cash and bank deposits

495

-502

1,978

2,480

2,473

1,978

Cash and cash equivalents at the beginning of the period
$BTIBOEDBTIFRVJWBMFOUTBUUIFFOEPGUIFQFSJPE

15

$BTIçPXGSPNJOWFTUJOHBDUJWJUJFT
Acquisition of property, plant and equipment

10

-331

-211

Payments for capitalized development

11

-174

-149

0

-221

104

26

Interest-bearing loan to third party

62

264

Acquisition/sale of shares and funds

66

5

Business combinations, net of cash acquired
Proceeds from sale of property, plant and equipment

Other investing activities
Net cash used in investing activities

-23

-21

-297

-308
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&RVJUZ
Consolidated statement of changes in equity

Share
capital

Treasury
share
reserve

Retained
earnings

294

-1

5,350

Net income

0

0

221

0

0

0

Other comprehensive income

0

0

0

434

114

-17

Amounts in NOK million

Note

Equity as of January 1, 2017

Hedging Translation
reserve
reserve

-618

1,187

Fair value
reserve

28

&RVJUZ
NonPension
attributable controlling
reserve
to parent
interests

38

Total
FRVJUZ

6,278

138

6,415

0

221

18

239

-50

480

-2

479

Total comprehensive income

0

0

221

434

114

-17

-50

701

17

718

Change in non-controlling interests from acquisition of shares

0

0

2

0

0

0

0

2

-50

-48

Taxes on internal dividends
&RVJUZBTPG%FDFNCFS 

0

0

0

0

0

0

0

0

-38

-38

294

-1

5,572

-184

1,301

10

-12

6,981

67

7,047

Effect from implementing IFRS 9 Financial Instruments

25

0

0

0

168

11

3

0

181

0

181

Effect from implementing IFRS 15 Revenue from Customer Contracts

3

0

0

-43

0

0

0

0

-43

-24

-67

294

-1

5,529

-16

1,312

13

-12

7,119

43

7,162

0

0

511

0

0

0

0

511

43

554

&RVJUZBTPG+BOVBSZ 
Net income
Other comprehensive income

0

0

0

9

72

12

-59

-111

3

-108

Total comprehensive income

0

0

511

9

-72

12

-59

400

47

446

3FBMJ[BUJPOPGFRVJUZJOTUSVNFOUTWBMVFEBU'70$*

0

0

25

0

0

-25

0

0

0

0

Sale of shares to non-controlling interest without change in control

0

0

-17

0

0

0

0

-17

17

0

294

-1

6,047

-8

1,240

0

-71

7,502

106

7,608

&RVJUZBTPG%FDFNCFS 
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Notes to the Consolidated
Financial Statements
For the year ended December 31

Note 2 Basis of Preparation
Note 1 Company Information
Aker Solutions is a global provider of products, systems and services to the oil
and gas industry. The company had 14,705 own employees and was present in 25
JV\U[YPLZH[[OLLUKVM;OLTHPUVɉJLPZH[-VYULI\5VY^H`
Aker Solutions ASA is a Norwegian limited liability company listed on the Oslo Stock
&YDIBOHFVOEFSUIFUJDLFS",405IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT
JODPSQPSBUFUIFåOBODJBMTUBUFNFOUTPGUIFDPNQBOZBOEJUTTVCTJEJBSJFTDPMMFDUJWFMZ
SFGFSSFEUPBToUIFHSPVQpPSUIFDPNQBOZBOETFQBSBUFMZBTHSPVQDPNQBOJFT5IF
QBSFOUDPNQBOZ"LFS"4"QVCMJTIFTDPOTPMJEBUFEåOBODJBMTUBUFNFOUT5IF3FTPVSDF
Group TRG AS is the ultimate parent company of Aker Solutions ASA.

Statement of Compliance
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTIBWFCFFOQSFQBSFEJOBDDPSEBODF
with International Financial Reporting Standards (IFRS) as approved by
the European Union, their interpretations adopted by the International
Accounting Standards Board (IASB) and the additional requirements of
the Norwegian Accounting Act as of December 31, 2018.
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTXFSFBQQSPWFECZUIF#PBSE
PG%JSFDUPSTBOEUIFDIJFGFYFDVUJWFPGåDFS $&0 PO.BSDI 
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTXJMMCFBVUIPSJ[FEBUUIF"OOVBM
General Meeting on April 10, 2019. Until this date the Board of Directors
IBTUIFBVUIPSJUZUPBNFOEUIFåOBODJBMTUBUFNFOUT

Financial Reporting Principles
5IFSFMFWBOUåOBODJBMSFQPSUJOHQSJODJQMFTBSFEFTDSJCFEJOFBDIOPUF
UPUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT"LFS4PMVUJPOTGPDVTFTPO
describing the reporting within the IFRS framework rather than repeating
the actual text of the standard.

Basis of Measurement
The consolidated balance sheet has been prepared on the historical cost
CBTJTFYDFQUGPSDFSUBJOåOBODJBMBTTFUTBOEMJBCJMJUJFTBTQSFTFOUFEJOnote
25NFBTVSFEBUGBJSWBMVFPOFBDISFQPSUJOHEBUF5IFåOBODJBMJOGPSNBUJPO
presented in Norwegian Kroner (NOK) has been rounded to the nearest
million (NOK million), therefore the subtotals and totals in some tables may
OPUFRVBMUIFTVNPGUIFBNPVOUTTIPXO$FSUBJODPNQBSBUJWFåHVSFT
have been adjusted to conform to the presentation adopted in the current
year, including note 13, 14, 18, 19, 21 and 25.
Note 2 continues on next page
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Note 2 Basis of Preparation cont.

Consolidation
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTDPNQSJTFUIFQBSFOUDPNQBOZ"LFS4PMVUJPOT"4"
and its subsidiaries. Intra-group balances and transactions, and any unrealized gains and
losses or income and expenses arising from intra-group transactions, are eliminated in
QSFQBSJOHUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT

Judgments and Estimates
5IFQSFQBSBUJPOPGDPOTPMJEBUFEåOBODJBMTUBUFNFOUTJODPOGPSNJUZXJUI*'34SFRVJSFT
management to make judgements, estimates and assumptions each reporting period that
BGGFDUUIFJODPNFTUBUFNFOUBOECBMBODFTIFFU5IFBDDPVOUJOHFTUJNBUFTXJMMCZEFåOJUJPO
seldom precisely match actual results. The main areas where judgements and estimates
IBWFCFFONBEFBSFEFTDSJCFEJOFBDIPGUIFGPMMPXJOHOPUFT


Note 3 Revenue



Note 9 Tax



Note 10 Property, Plant and Equipment



Note 11 Intangible Assets



Note 12 Impairment of Assets



Note 13 Inventories



Note 14 Customer Contract Assets and Receivables



Note 18 Pension Obligations



Note 20 Provisions and Contingent Liabilities

New Financial Reporting Principles
IFRS 15 Revenue from Customer Contracts has been implemented per January 1, 2018,
and implementation effects are presented in note 3. IFRS 9 Financial Instruments was also
implemented per January 1, 2018. Implementation effects are presented in note 3 and 25.
IFRS 16 Leasing will be implemented on January 1, 2019. Expected implementation
effects impacting the balance sheet and expected impact on future income statements are
described in note 32.
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Note 3 Revenue
The revenue in Aker Solutions ranges from man-hour based maintenance and
engineering services in the oil and gas industry, to complex construction contracts
MVYKLSP]LY`VMZ\IZLHZ`Z[LTZHUKTVKPÄJH[PVUZVMVPSHUKNHZPUZ[HSSH[PVUZ7YVQLJ[
execution is a key component of all deliveries.

Financial Reporting Principles
IFRS 15 Revenue from Contracts with Customers was adopted on January 1, 2018. The
DPNQBOZIBTBQQMJFEBNPEJåFESFUSPTQFDUJWFJNQMFNFOUBUJPONFUIPE XJUIDVNVMBUJWF
JNQBDUSFDPHOJ[FEJOSFUBJOFEFBSOJOHTBOEOPSFTUBUFNFOUPGåHVSFT5IFTUBOEBSE
supersedes IAS 11 Construction Contracts and IAS 18 Revenue. The transition effects are
explained below.
*'34JOUSPEVDFTBOFXåWFTUFQNPEFMUIBUBQQMJFTUPBMMDVTUPNFSDPOUSBDUT6OEFS
UIFOFXTUBOEBSE POMZBQQSPWFEDVTUPNFSDPOUSBDUTXJUIBåSNDPNNJUNFOUJTCBTJT
GPSSFWFOVFSFDPHOJUJPO7BSJBUJPOPSEFSTBSFJODMVEFEXIFOUIFZIBWFCFFOBQQSPWFE 
either verbally, in writing or implied by customary business practice. The deliveries in the
contracts are reviewed to identify distinct performance obligations, and this assessment
NBZJOWPMWFTJHOJåDBOUKVEHFNFOU'PSUIFNBKPSJUZPGUIFJEFOUJåFEQFSGPSNBODF
obligations, control has been assessed to be transferred to the customer over time as the
QFSGPSNBODFPCMJHBUJPOJTTBUJTåFE3FWFOVFJTSFDPHOJ[FEPWFSUJNFVTJOHBDPTUCBTFE
progress method, or revenue is recognized as time and materials are delivered to the
DVTUPNFS5IFTFNFUIPETBSFBTTFTTFEUPCFTUSFæFDUUIFQBUUFSOPGUSBOTGFSPGDPOUSPMPG
goods and services to the customer.
7BSJBCMFDPOTJEFSBUJPOT TVDIBTJODFOUJWFQBZNFOUT BSFJODMVEFEJOSFWFOVFXIFOUIFZ
are highly probable. Expected liquidated damages (LD) are recognized as a reduction of
the transaction price unless it is highly probable LDs will not be incurred. The transaction
QSJDFPGQFSGPSNBODFPCMJHBUJPOTJTBEKVTUFEGPSTJHOJåDBOUåOBODJOHDPNQPOFOUTUP
SFæFDUUIFUJNFWBMVFPGNPOFZ'JOBODJOHDPNQPOFOUTNBZFYJTUXIFOUIFFYQFDUFEUJNF
period between the transfer of the promised goods and services and the payment is more
UIBOUXFMWFNPOUIT5IJTBTTFTTNFOUJTQFSGPSNFEBUUIFDPOUSBDUJODFQUJPO1SPåUJTOPU
recognized until the outcome of the performance obligations can be measured reliably.
Contract costs are expensed as incurred. The full loss is recognized immediately when
JEFOUJåFEPOMPTTNBLJOHDPOUSBDUT5IFMPTTJTEFUFSNJOFECBTFEPOSFWFOVFMFTTEJSFDU

cost (i.e.labour, subcontractor and material cost) and an allocation of
PWFSIFBEUIBUSFMBUFEJSFDUMZUPUIFDPOUSBDUPSBDUJWJUJFTSFRVJSFEUPGVMåM
the contract.

Judgments and Estimates
It can be challenging to estimate the expected revenue and cost in the
company's customer contracts, in particular if there are operational
DIBMMFOHFT5IFNPTUTJHOJåDBOUKVEHNFOUTBOEFTUJNBUFTJOUIF
customer contracts are described below.

Variable Consideration
*ODFOUJWFQBZNFOUTBSFJOUFHSBMBOETJHOJåDBOUQBSUTPGDPOUSBDUSFWFOVF
on certain reimbursable contracts. They can also be present in lumpsum
contracts. Incentive payments include key performance indicators,
bonuses, target sum mechanisms and productivity measures and
can potentially both increase and decrease revenue. Most incentives
are estimated using the most likely amount. Revenue from variable
consideration is included only when it is highly probable that the revenue
will not be reversed. There is a risk that the actual payment of incentives
may differ from the estimated amount.

Liquidated Damages (LDs)
-%TBSFQFOBMUJFTGPSOPUBDIJFWJOHEFåOFENJMFTUPOFTPOUJNF-%TBSF
common in construction contracts, but can also be present in service
DPOUSBDUT*GBQSPKFDUEPFTOPUNFFUUIFEFåOFENJMFTUPOFJOBDPOUSBDU 
a provision reducing the transaction price is made unless it is highly
probable that LD will not be imposed. The estimated LD provision is
highly judgmental and based on experience from similar LD situations
and negotiations with customers in addition to an assessment of client
relationship and economic impact.

Total Contract Cost
The estimates of total contract cost can be judgmental and sensitive to
DIBOHFT5IFDPTUFTUJNBUFTDBOTJHOJåDBOUMZJNQBDUSFWFOVFSFDPHOJUJPO
for contracts using cost progress, particularly in lump sum construction
contracts. The forecasting of total project cost depends on the ability to
properly execute the engineering and design phase, availability of skilled
resources, manufacturing capacity, productivity and quality factors,
Note 3 continues on next page
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Note 3 Revenue cont.
performance of subcontractors and sometimes also weather conditions. Experience,
systematic use of the project execution model and focus on core competencies reduce,
CVUEPOPUFMJNJOBUF UIFSJTLUIBUDPTUFTUJNBUFTNBZDIBOHFTJHOJåDBOUMZ

Performance Obligations
4JHOJåDBOUNBOBHFNFOUKVEHFNFOUJTTPNFUJNFTSFRVJSFEJOPSEFSUPJEFOUJGZEJTUJODU
performance obligations in customer contracts. This includes an analysis of the customer
contract to determine if the goods or services are distinct deliveries or inputs to an overall
promise to deliver a combined item.

+PɈLYLU[;`WLZVM*\Z[VTLY*VU[YHJ[Z
The revenue in Aker Solutions consists of various contracts for the engineering,
QSPDVSFNFOU DPOTUSVDUJPO NPEJåDBUJPOBOENBJOUFOBODFPGWBSJPVTPJMBOEHBT
installations.

Projects - Subsea
Deliveries include stand-alone subsea equipment or complete subsea systems consisting
of subsea trees, wellheads, manifolds, umbilicals, tie-in and other types of subsea
FRVJQNFOU.PTUDPOUSBDUTMBTUNPSFUIBOPOFZFBSBOEDBOCFBTMPOHBTåWFZFBST5IF
contracts include engineering, procurement and construction (EPC) of subsea production
equipment. Each contract is usually assessed as one performance obligation as the
deliveries are combined in one output. The contracts are mainly lumpsum with penalties
(LDs). Some contracts may have incentive arrangements. Payment terms are normally
EBZTBDDPSEJOHUPQSFEFåOFENJMFTUPOFT*GQBZNFOUJTBHSFFEVQPOEFMJWFSZPGUIF
FRVJQNFOU BåOBODJOHDPNQPOFOUXJMMCFQSFTFOUFEJGTJHOJåDBOU3FWFOVFJTSFDPHOJ[FE
over time using a cost progress method. Estimates of total contract revenue and cost
NBZSFRVJSFNBOBHFNFOUKVEHNFOU/PQSPåUJTSFDPHOJ[FEVOMFTTUIFPVUDPNFDBOCF
measured reliably, usually at 10-20 percent progress. These contracts are reported in the
QSPKFDUTPQFSBUJOHTFHNFOU

Projects - Field Design
5IFFOHJOFFSJOHDPOUSBDUTBOEUIFCSPXOåFMENBJOUFOBODF NPEJåDBUJPOBOEIPPL
up contracts for oil and gas installations are mainly reimbursable, but can also include
lumpsum elements. Some contracts have incentive mechanisms including bonuses,
target sum mechanisms, key performance indicators and productivity measures. Each
FOHJOFFSJOH IPPLVQ NPEJåDBUJPOBOENBJOUFOBODFKPCJTVTVBMMZBTTFTTFEBTBTFQBSBUF
QFSGPSNBODFPCMJHBUJPO5IFDPOUSBDUTVTVBMMZMBTUGSPNPOFUPåWFZFBST3FWFOVF

is recognized over time using a cost progress method or revenue is
recognized according to delivered time and materials. Payment terms are
normally 30 days after time and materials are delivered. These contracts
BSFSFGFSSFEUPBT'JFME%FTJHOJOUIFSFWFOVFUBCMFCFMPXBOEBSF
JODMVEFEJOUIFQSPKFDUTPQFSBUJOHTFHNFOU

Services
Services include maintenance, repair, spares supply, installation and
commissioning of subsea equipment and production asset through
regional service bases. The contracts are mainly reimbursable, but
lumpsum contracts or elements of lumpsum exist in some regions. Each
service job under a frame agreement is usually assessed as a separate
performance obligation. The frame agreements can run for several
years, and each service job usually last for some months to as long as
two years. Revenue is normally recognized according to delivered time
BOENBUFSJBMT$POUSBDUTXJUIBTJHOJåDBOUMVNQTVNFMFNFOUVTVBMMZ
use a cost progress method to determine progress and recognize
revenue. Payment terms are normally 30 days after time and materials
BSFEFMJWFSFE5IFTFDPOUSBDUTBSFSFQPSUFEJOUIF4FSWJDFTPQFSBUJOH
segment.
The following tables show the revenue from customer contracts by type.
Revenue by country is shown in note 4 (operating segments).
Amounts in NOK million

2018

Projects - Subsea

8,162

8,336

11,814

9,402

Projects - Field Design
Projects - Intra-group revenue
Sum Projects
Services
Total revenue from customer contracts (in scope of IFRS 15)

2017

-57

-78

19,920

17,660

5,096

4,560

25,016

22,220

Note 3 continues on next page
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Note 3 Revenue cont.

Timing of Revenue
The performance obligations in customer contracts vary from a few months to as long
BTåWFZFBST5IFPSEFSCBDLMPHBTPG%FDFNCFS  XBT/0,CJMMJPO5IF
table below shows the expected timing of future revenue for ongoing and not yet started
performance obligations at year-end.
2019

2020

2021

Amounts in NOK billion

2022
and
later

Total
backlog

The change in contract assets and liabilities relates to the natural
progression of the project portfolio, as well as the current project mix.
The amount of NOK 749 million recognized in contract liabilities at the
beginning of the period has been recognized as revenue in 2018.
The bad debt provision included in receivables at December 31, 2018
was NOK 84 million, compared to NOK 93 million the year before. No
impairment has been recognized on contract assets.

,ɈLJ[VM;YHUZP[PVUPUN[V0-9:
Backlog phasing of ongoing performance
obligations
Backlog phasing of performance obligations
not yet started
Total backlog

18.7

6.0

2.7

1.5

28.9

1.9

1.4

1.0

1.9

6.3

20.7

7.4

3.7

3.4

35.1

Revenue recognized in 2018 for performance obligations delivered in prior years due to
constraining the revenue was NOK 199 million.

5IFDPNQBOZIBTBQQMJFEBNPEJåFESFTUSPTQFDUJWFJNQMFNFOUBUJPO
method, with the cumulative impact recognized in retained earnings as of
+BOVBSZ $PNQBSBUJWFåHVSFTGPSBSFOPUSFTUBUFE5IFNBJO
changes are described below.


Subsea contracts previously using a technical progress method
changed to a cost progress method under IFRS 15. The progress
on some contracts was reduced, whereas others were accelerated.
The net impact resulted in a decrease of equity of NOK 106 million
before tax and an increase of order backlog of NOK 247 million as of
January 1, 2018.



Tender costs previously capitalized when award was probable are
fully expensed under IFRS 15. The effect of removing capitalized
tender cost in the balance sheet upon transition as of January 1,
2018 was a reduction of equity of NOK 48 million before tax.



Waste cost will not be included when determining cost progress. No
XBTUFDPTUTXFSFJEFOUJåFEVQPOUSBOTJUJPO



IFRS 15 introduces a higher threshold for including revenue from
WBSJBCMFDPOTJEFSBUJPOBOENPEJåDBUJPOT/PUSBOTJUJPOJOHFGGFDUT
XFSFJEFOUJåFE



Revenue accruals are presented separately as contract asset or
liabilities under IFRS 15, not netted with cost accruals and presented
as work in progress (WIP) as under IAS 11/18.

Contract Balances
The company has recognized the following assets and liabilities related to contracts with
customers.
December 31, 2018

January 1, 2018

Trade receivables

3,236

2,876

Customer contract assets

3,559

4,015

709

749

Amounts in NOK million

Customer contract liabilities

Contract assets relate to consideration for work completed, but not yet invoiced at the
reporting date. The contract assets are transferred to customer receivables when the
right to payment become unconditional, which usually occurs when invoices are issued
to the customers. Contract liabilities relate to advances from customer for work not yet
performed.

Net of tax, the total effect from implementing IFRS 15 was presented as
a reduction of equity of NOK 67 million as of January 1, 2018.
Note 3 continues on next page
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Note 3 Revenue cont.
January 1, 2018

Amounts in NOK million

Change of progress method

-106

Removal of capitalized tender cost

-48

Tax effects

86

Total IFRS 15 impact on equity

-67

The tables below show the impact of IFRS 15 for 2018 and the reporting if IAS 11/18
would have been applied.

IFRS 15 Impact on Income Statement
Amounts in NOK million

Revenue

Reported
2018
IFRS 15

Impact of
IFRS 15

Adjusted
2018
IAS 11/18

Reported
2017
IAS 11/18

25,232

42

25,274

22,461

-23,422

55

-23,367

-20,941

Operating income before depreciation,
amortization and impairment

1,810

96

1,906

1,519

Depreciation, amortization and impairment

-761

0

-761

-948

Operating income

1,049

96

1,145

571

/FUåOBODJBMJUFNT

-258

0

-258

-172

Operating expenses

Income before tax

792

96

887

399

Income tax

-238

-29

-267

-160

Net income

554

68

621

239

35,148

-42

35,106

34,581

Order backlog
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IFRS 15 Impact on Balance Sheet
Amounts in NOK million

Property, plant and equipment
Intangible assets

Reported
2018
IFRS 15

Impact of
IFRS 15

Adjusted
2018
IAS 11/18

Reported
2017
IAS 11/18

7,502

146

7,648

6,981

106

-23

83

67

Total equity

7,608

123

7,731

7,047

Non-current borrowings

Reported
2018
IFRS 15

Impact of
IFRS 15

Adjusted
2018
IAS 11/18

Reported
2017
IAS 11/18

3,044

0

3,044

3,316

Total equity attributable to the parent
Non-controlling interests

Amounts in NOK million

5,686

0

5,686

5,814

Deferred tax asset

663

0

663

633

Other Investments

79

0

79

91

Other non-current assets

84

0

84

106

9,556

0

9,556

9,960

109

0

109

174

Other non-current liabilities
Total non-current liabilities

Total non-current assets
Current tax assets
Inventories

1,788

0

1,788

2,576

Pension obligations

572

0

572

556

Deferred tax liabilities

266

0

266

238

10

0

10

83

2,636

0

2,636

3,453

68

117

185

43

1,125

0

1,125

539

906

-181

725

942

7,741

-1,852

5,890

7,304

326

0

326

428

Customer contract assets and receivables

6,887

-2,501

4,387

5,246

Prepayments

1,348

0

1,348

1,597

218

0

218

226

Current borrowings

47

0

47

128

Provisions

2,473

0

2,473

1,978

Trade and other payables

11,408

-2,501

8,908

9,775

Customer contract liabilities

709

-709

0

0

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

172

0

172

408

%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Interest-bearing receivables
Cash and cash equivalents
Total current assets
Total assets

20,964

-2,501

18,464

19,736

Current tax liabilities

Total current liabilities

10,721

-2,625

8,097

9,236

Total liabilities and equity

20,964

-2,501

18,464

19,736

See note 4 for more information about revenue per segment and per country
See note 14 for more information about customer contract assets and receivables
See note 21 for more information about other payables
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Note 4 Operating Segments
Aker Solutions is a global provider of equipment, systems and services to the oil
and gas industry. The operations are managed through value-chain based delivery
centers. Early customer engagement, engineering and project execution are
YLWVY[LKPU[OL 7YVQLJ[Z ZLNTLU[^OLYLHZSPMLVMÄLSKVɈLYPUNZHYLYLWVY[LKPU
"Services".

Financial Reporting Principles
Operating segments are components of the group regularly reviewed by the chief
operating decision maker to assess performance and be able to allocate resources. The
HSPVQT$&0 DIJFGFYFDVUJWFPGåDFS JTUIFDIJFGEFDJTJPONBLFSBU"LFS4PMVUJPOT5IF
accounting principles of the operating segments are the same as described in this annual
report, except for hedge accounting. When contract revenues and contract costs are
denominated in a foreign currency, the subsidiary hedges the exposure against corporate
USFBTVSZ)FEHFBDDPVOUJOHJTBQQMJFEJOEFQFOEFOUMZPGXIFUIFSUIFIFEHFRVBMJåFTGPS
hedge accounting in accordance with IFRS. The correction of the non-qualifying hedges
UPTFDVSFUIBUUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTBSFJOBDDPSEBODFXJUI*'34JTNBEF
BTBOBEKVTUNFOUBUUIFDPSQPSBUFMFWFMBOESFQPSUFEJOUIFPUIFSTFHNFOU5IJTNFBOT
UIBUUIFHSPVQTTFHNFOUSFQPSUJOHSFæFDUTBMMIFEHFTBTRVBMJGZJOHFWFOUIPVHIUIFZNBZ
not qualify according to IFRS. Transactions between the segments are based on market
QSJDFTBOEFMJNJOBUFEVQPODPOTPMJEBUJPO"LFS4PMVUJPOTIBTBDFOUSBMåOBODFGVODUJPO
'JOBODJOHPGUIFWBSJPVTTFHNFOUTEPFTOPUOFDFTTBSJMZSFæFDUUIFåOBODJBMTUSFOHIUPGUIF
individual segments. Financial items are therefore presented only for the group as a whole.

Projects
The Projects segment provides subsea equipment and
TZTUFNT FOHJOFFSJOHBOEQSPDVSFNFOUJOBEEJUJPOUPCSPXOåFME
NBJOUFOBODF NPEJåDBUJPOTBOEIPPLVQ5IFPCKFDUJWFPGUIF
segment is to deliver world-class project execution by building
excellence in project management, engineering, fabrication and
offshore construction.

Services
Services include maintenance, repair, spares supply, installation
and commissioning of subsea equipment and production asset
through regional service bases. The objective of the segment is to
grow a focused service business and position Aker Solutions the
a key partner of choice for customers.

Other
5IFPUIFSTFHNFOUJODMVEFTVOBMMPDBUFEDPSQPSBUFDPTUT 
onerous lease cost and the effect of hedges not qualifying for
hedge accounting. Lease decisions are taken by the corporate
center and onerous lease cost has for that reason been reported
JOUIFPUIFSTFHNFOU"GUFSUIFSFTUSVDUVSJOHJO UIFOVNCFS
PGFNQMPZFFTJOUIFPQFSBUJPOTBOEåOBODFTVQQPSUGVODUJPOTBSF
SFQPSUFEJOUIFPUIFSTFHNFOUXIJMFUIFSFMBUFEDPTUJTBMMPDBUFE
to the segments.
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Note 4 Operation Segments cont.

Segment Performance 2018

Intra-group elimination

Total

296

0

25,232

80

2

-82

0

25,016

298

-82

25,232

678

2,032

-222

0

1,810

-497

-164

-661

-78

0

-739

-15

-2

-17

-5

0

-22

843

511

1,354

-305

0

1,049

Current operating assets

4,703

2,438

7,141

1,612

-83

8,671

Non-current operating assets

5,433

2,714

8,147

621

0

8,767

0

0

0

217

0

217

10,137

5,151

15,288

2,450

-83

17,655

Amounts in NOK million

Note

Projects

Services

Total operating segments

Other

19,842

5,095

24,936

78

2

19,920

5,096

1,354
10, 11
10, 11, 12

Income statement
External revenue
Inter-segment revenue
Total revenue
Operating income before depreciation, amortization and impairment
Depreciation and amortization
Impairment
Operating income
Assets

%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating assets
Liabilities

5,844

1,744

7,589

1,918

-83

9,424

Non-current operating liabilities

0

0

0

572

0

572

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

-37

2

-35

207

0

172

5,807

1,746

7,554

2,697

-83

10,168

Current operating liabilities

Operating liabilities
Net current operating assets
Net capital employed

-1,141

693

-448

-306

0

-753

3,262

1,867

5,129

2,780

0

7,909

$BTIçPX
1,544

463

2,007

-1,087

0

921

Acquisition of property, plant and equipment

10

-196

-103

-299

-32

0

-331

Capitalized development

11

-158

-2

-159

-15

0

-174

$BTIæPXGSPNPQFSBUJOHBDUJWJUJFT

0UIFSLFZæHVSFT
Order intake (unaudited)

19,642

5,756

25,398

223

-200

25,421

Order backlog (unaudited)

25,014

10,294

35,308

0

-159

35,148

7,188

5,473

12,661

2,044

Own employees (unaudited)

14,705

Note 4 continues on next page
38

MENU

AKER SOLUTIONS ANNUAL REPORT 2018 CONSOLIDATED FINANCIAL STATEMENTS

Note 4 Operation Segments cont.

Segment Performance 2017

Projects

Services

Total operating segments

Other

Intra-group elimination

Total

12,107
5,422
113
0
17,643
18
17,660

0
4,554
0
1
4,555
5
4,560

12,107
9,976
113
1
22,197
23
22,220

40
1
0
222
263
1
264

0
0
0
0
0
-24
-24

12,147
9,977
113
223
22,461
0
22,461

1,217
-519
-90
608

605
-178
2
429

1,822
-697
-88
1,037

-303
-95
-68
-466

0
0
0
0

1,519
-792
-156
571

4,669
5,650
0
10,319

2,127
2,825
0
4,952

6,796
8,475
0
15,271

714
722
226
1,661

-65
0
0
-65

7,444
9,197
226
16,866

Current operating liabilities
Non-current operating liabilities
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating liabilities

5,381
5
-37
5,350

1,616
0
0
1,616

6,997
5
-37
6,966

1,357
551
445
2,353

-65
0
0
-65

8,289
556
408
9,253

Net current operating assets
Net capital employed

-712
3,873

511
1,792

-201
5,665

-643
2,535

0
0

-844
8,199

281
-110
-143

816
-87
-3

1,097
-196
-146

-511
-15
-4

0
0
0

587
-211
-149

18,177
24,807
6,980

5,116
9,743
5,036

23,293
34,550
12,016

381
135
1,780

-121
-103

23,553
34,581
13,796

Amounts in NOK million

Note

Income statement
Construction revenue
Services revenue
Products revenue
Other revenue
Total external revenue
Inter-segment revenue
Total revenue
Operating income before depreciation, amortization and impairment
10, 11
Depreciation and amortization
10, 11, 12
Impairment
Operating income
Assets
Current operating assets
Non-current operating assets
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating assets
Liabilities

$BTIçPX
$BTIæPXGSPNPQFSBUJOHBDUJWJUJFT
Acquisition of property, plant and equipment
Capitalized development
0UIFSLFZæHVSFT
Order intake (unaudited)
Order backlog (unaudited)
Own employees (unaudited)

10
11

Note 4 continues on next page
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Note 4 Operation Segments cont.

Geographical Information

Reconciliation of Information on Operating Segments to
IFRS Measures
2018

2017

17,655

16,866

Deferred tax assets

663

633

Other investments

79

91

Amounts in NOK million

External revenue is presented on the basis of geographical location
of the selling company. Non-current segment assets and capital
expenditures are based on the geographical location of the company
owning the assets.

Assets
Total operating segment assets

Current interest-bearing receivables
Cash and cash equivalents
Other
Total assets

47

128

2,473

1,978

46

39

20,964

19,736

Liabilities
Total operating segment liabilities
Tax-related liabilities
Net interest-bearing borrowings
Other non-current liabilities
Total liabilities

10,168

9,253

2017

2018

2017

2018

2017

15,367

12,984

4,121

4,129

148

70

UK

3,695

2,411

2,150

2,265

26

51

Brazil

1,755

2,068

1,138

1,335

39

20

Norway

Malaysia

907

546

396

430

8

17

Angola

890

1,095

51

64

6

28

USA

829

1,506

454

484

19

2

711

732

2

3

1

1

225

364

10

14

0

0

266

238

2,913

3,114

Congo

10

83
12,688

Capital expendiUVSFæYFEBTTFUT

2018

Amounts in NOK million

Brunei

13,357

Non-current
operating assets

Revenue

Other countries
Total

853

754

446

474

85

24

25,232

22,461

8,767

9,197

331

211

See note 3 for more information about revenue

Major Customer
One major customer represented 24.8 percent of total revenue in 2018, of which NOK
CJMMJPO /0,CJMMJPO JO1SPKFDUTBOE/0,CJMMJPO /0,CJMMJPO 
in Services. Aker Solutions has long-term contracts with this customer which is a large
international oil company.
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Note 5 Personnel Expenses

Note 6 Other Operating Expenses

Financial Reporting Principles

Amounts in NOK million

2018

2017

Rental and other cost for land and buildings

1,310

1,391

Personnel expenses include wages, salaries, social security contributions, sick leave,
QBSFOUBMMFBWFBOEPUIFSFNQMPZFFCFOFåUT5IFCFOFåUTBSFSFDPHOJ[FEJOUIFZFBSJO
which the associated services are rendered by the employees.

Personnel Expenses

*5BOEPGåDFTVQQMJFT

985

818

Travel expenses

368

348

External consultants

296

339

Insurance

117

123

Other expenses
Amounts in NOK million

2018

2017

Other operating expenses

Salaries and wages including holiday allowance

7,419

7,244

See note 19 for more information about operating leases

Social security contribution

1,103

951

493

466

32

92

487

538

Pension cost
Restructuring cost related to personnel
0UIFSFNQMPZFFCFOFåUT
Personnel expenses
Total number of employees as of December 31

9,534

9,290

14,705

13,796

252

274

3,328

3,292

See note 30 for more information about audit fees

Loans to Employees
There were no loans to employees per December 31, 2018, same as in the previous year.
See note 18 for more information about the pension cost and obligation
See note 20 for more information about restructuring provision related to downsizing of personnel
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Note 7 Finance Income and Expenses

Note 8 Earnings per Share and Dividends

Financial Reporting Principles

Financial Reporting Principles

Interest income and expenses include effects from using the effective interest rate
method where fees, interest paid, transaction costs and other premiums are deferred and
amortized over the life of the instrument. Effects from net present value calculations of
assets and liabilities are also included.

The calculation of basic and diluted earnings per share is based on the
income attributable to ordinary shareholders and a weighted average
number of ordinary shares outstanding. Treasury shares are not included
in the weighted average number of ordinary shares. Weighted average
number of diluted and ordinary shares is the same, as the company does
not have any dilutive instruments.

Foreign exchange gains and losses arise upon settlement of monetary assets and
liabilities that are not hedged. Foreign exchange gains and losses also include result from
Corporate Treasury's trading mandate and the effects from translating monetary assets
BOEMJBCJMJUJFTEFOPNJOBUFEJOGPSFJHODVSSFODJFTBUUIFCBMBODFTIFFUEBUF5IFQSPåUPO
foreign exchange forward contracts include effects from derivatives that do not qualify for
hedge accounting, embedded derivatives and the ineffective portion of qualifying hedges.

Earnings per Share (EPS)

Income attributable to ordinary shares (NOK million)
Weighted average number of issued ordinary
shares for the year adjusted for treasury shares

Financial Income and Expenses

Basic and diluted earnings per share (NOK)
Amounts in NOK million

Interest income
*OUFSFTUFYQFOTFPOåOBODJBMMJBCJMJUJFTNFBTVSFEBUBNPSUJ[FEDPTU
*OUFSFTUFYQFOTFPOåOBODJBMMJBCJMJUJFTNFBTVSFEBUGBJSWBMVF

2018

2017

39

55

-236

-273

-32

-33

-268

-305

Net foreign exchange gain (loss)

-30

27

1SPåU MPTT POGPSFJHODVSSFODZGPSXBSEDPOUSBDUT

-16

41

0UIFSåOBODFJODPNF

27

25

0UIFSåOBODJBMFYQFOTF

-9

-15

Interest expense

/FUPUIFSæOBODFJUFNT
/FUæOBODFDPTU

-28

78

- 258

-172

2018

2017

511

221

271,532,588

271,532,588

1.88

0.81

Dividends
The board of directors has proposed that no dividend payment be made
GPS8IJMF"LFS4PMVUJPOTnåOBODFTXFSFTPMJE XJUIBMJRVJEJUZ
buffer of NOK 7.5 billion at the end of the year, the board considered
it still prudent to exercise caution and conserve cash amid continued
uncertainty about the market outlook.
See note 16 for more information about share capital and treasury shares

See note 24ÖFORÖMOREÖINFORMATIONÖABOUTÖDERIVATIVEÖÙNANCIALÖINSTRUMENTS
See note 25ÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 9 Tax
Financial Reporting Principles

Judgments and Estimates

Income tax in the income statement consists of current tax, effect of change in deferred
tax positions and withholding tax. Income tax is recognized in the income statement
except to the extent that it relates to items recognized directly in equity or in other
comprehensive income.

The group is subject to income taxes in numerous jurisdictions, and
judgment may be involved when determining the taxable amounts.
Tax authorities in different jurisdictions may challenge calculation of
taxes payable from prior periods. In particular, management judgment
is required when assessing valuation of unused losses, tax credits and
other deferred tax assets. The recoverability is assessed by estimating
UBYBCMFQSPåUTJOGVUVSFZFBSTUBLJOHJOUPDPOTJEFSBUJPOBMTPFYQFDUFE
changes in temporary differences. The discounted amount from these
QSPåUTJTDPNQBSFEUPCPPLWBMVFPGUIFUBYBTTFUT

Current Tax
Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enacted or substantially enacted at the reporting date that will be
paid during the next 12 months. Current tax also includes any adjustment of taxes from
previous years and taxes on dividends recognized in the year.

Deferred Tax
Deferred tax is recognized for temporary differences between the carrying amounts of
BTTFUTBOEMJBCJMJUJFTGPSåOBODJBMSFQPSUJOHBOEUIFBNPVOUTVTFEGPSUBYBUJPOQVSQPTFT
Deferred tax is measured at the tax rates expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted
CZUIFSFQPSUJOHEBUF%FGFSSFEUBYJTOPUSFDPHOJ[FEGPSHPPEXJMMJEFOUJåFEJOCVTJOFTT
combinations. Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset current tax liabilities and assets, and they relate to income taxes levied
by the same tax authority. Deferred tax assets are recognized for unused tax losses, tax
credits and deductible temporary differences. The deferred tax asset is only recognized to
UIFFYUFOUJUJTDPOTJEFSFEQSPCBCMFUIBUGVUVSFUBYBCMFQSPåUTXJMMCFBWBJMBCMFUPVUJMJ[FUIF
credits.

5IFFTUJNBUFPGGVUVSFUBYBCMFQSPåUTJTTFOTJUJWFUPGVUVSFNBSLFU
development for the projects and services of Aker Solutions. Forecasts
BSFCBTFEPOåSNPSEFSTJOUIFCBDLMPHBOEJEFOUJåFEQSPTQFDUTJO
addition to expected service revenue. Changes in the assumptions
SFMBUFEUPUIFFYQFDUFEQSPTQFDUTBOETFSWJDFTDBOIBWFBTJHOJåDBOU
JNQBDUPOUIFGPSFDBTUFEDBTIæPXT&DPOPNJDDPOEJUJPOTNBZDIBOHF
and lead to a different conclusion regarding recoverability, and such
changes may effect future reporting periods.
Note 9 continues on next page

Withholding Tax
Withholding tax and any related tax credits are generally recognized in the period they are
incurred. Withholding tax and related tax credits directly related to construction contracts
are recognized according to the progress of the construction contract, and follow the
same recognition criteria as the underlying construction contract.
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Note 9 Tax cont.

Income Tax Expense
Amounts in NOK million

2018

2017

159

303

Current income tax
Current year
Adjustments for prior years
Total current income tax

3

-9

162

293

114

-181

Deferred income tax
Origination and reversal of temporary differences
Write down of tax loss carry-forwards and deferred tax assets

20

23

Change in tax rates1

-22

43

Adjustment for prior periods

-35

-19

Total deferred income tax

76

-133

238

160

Total income tax

1) Includes the effect of change in Norwegian tax rate from 23 to 22 percent in 2019 and the UK tax rate from
19 to 17 percent in 2020.

Taxes in OCI and Equity
2018

2017

$BTIæPXIFEHFT EFGFSSFEUBY

-2

-147

3FNFBTVSFNFOUPGEFåOFECFOFåUQFOTJPOQMBOT

Amounts in NOK million

12

10

Deferred tax charged to OCI

9

-136

Taxes on acquisition of non-controlling interests

0

-7

$VSSFOUUBYDIBSHFEUPFRVJUZ

0

-7

Note 9 continues on next page
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Note 9 Tax cont.

,ɈLJ[P]L;H_9H[L
The table below reconciles the tax expense as if the Norwegian tax rate of 23 percent was applied.
2018

Amounts in NOK million

Income before tax

792

Income tax when applying Norwegian tax rate of 23 percent (24 percent in 2017)

182

2017
399
23.0%

96

24.0%

Tax effects of:
Effect of different tax rates

15

1.8 %

-30

-7.5 %

Non-deductible expenses

11

1.4 %

20

5.1 %

Effect of withholding tax

101

12.7 %

75

18.9 %

Effect of tax incentives

-18

-2.2 %

-23

-5.8 %

3

0.3 %

-9

-2.3 %

Deferred tax adjustments related to prior years

-35

-4.4 %

-19

-4.7 %

Previously unrecognized tax losses used to reduce payable tax

-22

-2.8 %

-11

-2.7 %

20

2.5 %

23

5.9 %

-22

-2.8 %

43

10.8 %

Current tax adjustments related to prior years

Write down of deferred tax assets
Impact of change in tax rate
Other
Income tax and effective tax rate

3

0.4 %

-6

-1.5 %

238

30.0 %

160

40.2 %

Recognized Deferred Tax Assets and Liabilities
Assets
Amounts in NOK million

Property, plant and equipment
Pensions
Projects under construction
Tax loss carry-forwards
Intangible assets

2018

Liabilities

Net

2017

2018

2017

2018

2017

14

4

-108

-87

-94

-83

116

113

0

0

116

113

88

0

-1,594

-1,643

-1,505

-1,643

991

1,073

0

0

991

1,073

0

0

-239

-257

-239

-257

Provisions

188

258

-11

-5

177

253

Derivatives

4

54

0

0

4

54

924

884

25

3

949

887

2,324

2,384

-1,926

-1,989

398

395

-1,661

-1,751

1,661

1,751

0

0

663

633

-266

-238

398

395

Tax credits and other
Total before offsetting
Offsetting
Total
Note 9 continues on next page
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Note 9 Tax cont.

Change in Net Recognized Deferred Tax Assets and Liabilities
Amounts in NOK million

Property, plant and
FRVJQNFOU

Pensions

Projects under
construction

Balance as of January 1, 2017

Tax loss carryforwards

Intangible
assets

Provisions

Derivatives

Other

Total

-89

112

-1,444

745

-252

258

209

797

335

3FDPHOJ[FEJOQSPåUBOEMPTT

9

-10

-199

366

10

-8

-8

-27

133

Recognized in other comprehensive income (OCI)

0

10

0

0

0

0

-147

15

-121

Tax losses offset against indirect taxes

0

0

0

-28

0

0

0

0

-28

Prepaid withholding tax

0

0

0

0

0

0

0

94

94

3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT

0

0

0

0

-9

9

0

0

0

-4

0

0

-11

-6

-7

0

9

-18

-83

113

-1,643

1,073

-257

253

54

887

395

Currency translation differences
Balance as of December 31, 2017
Effect of implementing IFRS 9 and 15

0

0

86

0

0

0

-54

0

32

Adjusted balance as of January 1, 2018

-83

113

-1,557

1,073

-257

253

1

887

427

3FDPHOJ[FEJOQSPåUBOEMPTT

-76

-24

-8

50

-73

15

-76

1

39

Recognized in other comprehensive income (OCI)

0

12

0

0

0

0

-2

0

9

Prepaid withholding tax

0

0

0

0

0

0

0

44

44

13

0

0

0

0

7

0

-20

0

0

0

2

-9

3

-6

5

-1

-7

-94

116

-1,505

991

-239

177

4

949

398

3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2018

Tax Loss Carry-Forwards (gross amounts)
Amounts in NOK million

Unrecognized Deferred Tax Assets (gross amounts)

Expiry within 5
years

Expires within
5-20 years

*OEFæOJUF

Total

Norway

Amounts in NOK million

Unrecognized
other tax assets

0

0

3,151

3,151

0

58

143

0

517

660

Europe excluding Norway

22

0

North America

83

495

0

577

North America

34

0

South America

0

0

433

433

South America

0

0

Europe excluding Norway

"TJB1BDJåD

Norway

Unrecognized tax loss
carry-forwards

2

397

134

533

"TJB1BDJåD

Middle East and Africa

145

0

0

145

Middle East and Africa

Total

372

892

4,235

5,499

Total

533

2

0

0

588

60

See note 20 for information about contingent tax claims
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Note 10 Property, Plant and Equipment

Property, Plant and Equipment

The majority of property, plant and equipment relates to subsea manufacturing
plants and service bases in Norway, Brazil, Malaysia, the US and the UK. Fixed
HZZL[ZHSZVPUJS\KLM\YUP[\YLHUKÄ[[PUNZPUVɉJLI\PSKPUNZ

Amounts in NOK million

Financial Reporting Principles
Property, plant and equipment (PPE) are stated at cost less accumulated
depreciation and impairment losses. Components of property, plant and equipment
with different useful lives are accounted for separately. Assets are normally
EFQSFDJBUFEPOBTUSBJHIUMJOFCBTJTPWFSUIFJSFYQFDUFEFDPOPNJDMJWFTBTGPMMPXT


.BDIJOFSZBOEFRVJQNFOUZFBST



#VJMEJOHTZFBST



-BOE/PEFQSFDJBUJPO

Impairment triggers are assessed quarterly and impairment testing is performed
XIFOUSJHHFSTIBWFCFFOJEFOUJåFE#PSSPXJOHDPTUTBSFDBQJUBMJ[FEBTQBSUPGUIF
DPTUPGUIFBTTFUXIFOTJHOJåDBOU5IFDPTUPGTFMGDPOTUSVDUFEBTTFUTJODMVEFT
the cost of materials, direct labor, production overheads and borrowing cost.

Judgment and Estimates
Judgment is involved when determining the depreciation period and when
assessing impairment or reversal of impairment. Impairment is assessed
for individual assets and for cash generating units. The impairment testing
JOWPMWFTKVEHNFOUBMBTTVNQUJPOTBCPVUGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT 
determination of weighted average cost of capital (WACC), growth rate and other
assumptions that may change over time.

Commitments
Aker Solutions has entered into contractual commitments for the acquisition of
property, plant and equipment amounting to NOK 233 million as of December 31,
2018 which will expire in 2019. Contractual commitments were NOK 281 million
per December 31, 2017.
See note 12 for information about impairment testing
See note 17 for information about PPE being held as security for borrowings
See note 26 for information about acquisition of subsidiaries

Buildings
and sites1

Machinery and
FRVJQNFOU

Under
construction

Total

2,102
5

5,138
40

216
161

7,456
206

-190

387

-197

0

0
-15
-51
1,851
6

5
-18
-5
5,548
34

0
0
3
181
291

5
-33
-54
7,580
331

-21

179

-176

-19

-35
-79
1,722

-79
43
5,724

0
5
301

-114
-31
7,747

-469
-66
-58
13
143
1
-436
-54
-5
3
-21
-3
-516

-3,164
-471
-26
11
-143
-19
-3,812
-417
-2
72
40
-52
-4,171

-16
0
0
0
0
0
-15
0
0
0
0
-1
-16

-3,648
-537
-84
24
0
-18
-4,264
-471
-7
75
19
-55
-4,703

1,415
1,206

1,735
1,553

166
285

3,316
3,044

Historical cost
Balance as of January 1, 2017
Additions
3FDMBTTJåDBUJPOTBOEUSBOTGFSGSPNBTTFUT
under construction
Additions through acquisition of subsidiaries
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2017
Additions
3FDMBTTJåDBUJPOTBOEUSBOTGFSGSPNBTTFUT
under construction
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2018
Accumulated depreciation and impairment
Balance as of January 1, 2017
Depreciation for the year
Impairment
Disposals and scrapping
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2017
Depreciation for the year
Impairment
Disposals and scrapping
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2018
Book value as of December 31, 2017
Book value as of December 31, 2018

1) There were no assets held for sale included in buildings and sites as of December 31, 2018 (NOK 38 million in 2017).
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Note 11 Intangible Assets
The research and development (R&D) programs at Aker Solutions are closely monitored
in order to secure the desired technological achievements in time and at acceptable
cost levels. R&D programs that meet certain criteria are capitalized and amortized over
the expected useful life. Digital development is high on Aker Solutions’ agenda, and
more than half of the capitalized development in 2018 was related to digital development
WYVNYHTZ0U[HUNPISLHZZL[ZHSZVPUJS\KLNVVK^PSSHUKV[OLYHZZL[ZPKLU[PÄLKPUWYL]PV\Z
mergers and acquisitions.

Financial Reporting Principles
Capitalized Development
The technology development at Aker Solutions is graded according to a Technology
Readiness Level (TRL) consisting of eight phases. Research and development costs are
expensed as incurred until a program has completed the concept phase. Development
cost is only capitalized if the product or process is technically and commercially feasible
and the business case shows a positive net present value. Capitalized development mainly
includes internal labor costs in addition to materials for the development program. Any
third-party funding is presented as a reduction of the capitalized amount. The capitalized
EFWFMPQNFOUJTOPSNBMMZBNPSUJ[FEPWFSåWFZFBSTPOBTUSBJHIUMJOFCBTJT CVUDFSUBJO
QSPHSBNTXJUIBDMFBSEJGGFSFOUJBUJOHPGGFSJOHBOEBMPOHFSFDPOPNJDCFOFåUNBZCF
amortized up to seven years. For development projects in progress, a full impairment test
JTQFSGPSNFEBOOVBMMZPSXIFOJNQBJSNFOUJOEJDBUPSTBSFJEFOUJåFE5IFBTTFUJTXSJUUFO
down to recoverable amount, if lower than book value.

Judgments and Estimates
The decision to capitalize a development program involves management
KVEHNFOU5IFSFBSFTUSJDUJOUFSOBMSVMFTEFåOJOHXIBURVBMJåFTGPS
capitalization, and the documentation of the assessment is monitored
centrally. Management makes assessment of future market opportunities,
ability to successfully achieve the desired technological solution and the
time and cost it takes to develop it. These factors may change over time.
Judgment is involved when determining the amortization period and
when assessing impairment or reversal of impairment. Impairment
indicators are assessed for individual development projects, other
intangible assets and for cash generating units as a whole, including
goodwill. Impairment testing is performed when impairment
JOEJDBUPSTIBWFCFFOJEFOUJåFE*OBEEJUJPO HPPEXJMMBOEDBQJUBMJ[FE
development programs that have not been completed are subject to
an annual impairment test. The impairment testing involves judgmental
BTTVNQUJPOTBCPVUGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT EFUFSNJOBUJPO
of weighted average cost of capital (WACC), growth rate and other
assumptions that may change over time.
Note 11 continues on next page

Goodwill
(PPEXJMMSFQSFTFOUTUIFDPOTJEFSBUJPOQBJEJOFYDFTTPGJEFOUJåBCMFBTTFUTBOEMJBCJMJUJFTJO
CVTJOFTTDPNCJOBUJPOT(PPEXJMMIBTBOJOEFåOJUFVTFGVMMJGFBOEJTUFTUFEGPSJNQBJSNFOU
BOOVBMMZ PSXIFOJNQBJSNFOUJOEJDBUPSTBSFJEFOUJåFE

Other
Other intangible assets include IT systems and technology development acquired through
business combinations.
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Note 11 Intangible Assets cont.

Intangible Assets

Research and Development Expenses
Capitalized
development

Amounts in NOK million

Goodwill

Other

Total

The research and development expenses amounted to NOK 52 million
in 2018 compared to NOK 41 million in 2017.
See note 12 for more information about impairment testing
See note 26 for more information about acquisition of subsidiaries

Historical cost
Balance as of January 1, 2017

2,472
1

Additions from internal development

3,976

381

6,829

149

0

0

149

Additions through business combinations

45

239

0

284

Disposals

-7

0

-44

-50

5

68

4

78

2,664

4,283

342

7,289

174

0

0

174

20

0

-20

0

-26

0

0

-26

Currency translation differences
Balance as of December 31, 2017
Additions from internal development1
3FDMBTTJåDBUJPOTCFUXFFODBUFHPSJFT
Assets fully written down, no longer in use
Currency translation differences
Balance as of December 31, 2018

13

-26

-2

-15

2,845

4,258

319

7,422

-1,007

6

-182

-1,182

-211

0

-44

-255

-72

0

0

-72

Accumulated amortization and impairment
Balance as of January 1, 2017
Amortization for the year
Impairment
Assets fully written down, no longer in use
Currency translation differences
Balance as of December 31, 2017
Amortization for the year
Impairment

7

0

44

51

-6

-9

-2

-17

-1,288

-3

-184

-1,475

-233

0

-35

-268

-15

0

0

-15

3FDMBTTJåDBUJPOTCFUXFFODBUFHPSJFT

-6

0

6

0

Assets fully written down, no longer in use

26

0

0

26

Currency translation differences

-7

3

-1

-5

-1,523

0

-214

-1,737

Book value as of December 31, 2017

1,375

4,281

158

5,814

Book value as of December 31, 2018

1,323

4,258

105

5,686

Balance as of December 31, 2018

1) Development cost funded by third-party totaled NOK 85 million in 2018 (NOK 52 million in 2017)
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Note 12 Impairment of Assets
There are continued signs of a recovery in the global market, and improvement
measures across the industry are lowering break-even costs and more projects
are being sanctioned. The assets at Aker Solutions have been assessed for
impairment on an individual basis and as part of cash generating units. The
impairment testing of the assets resulted in impairment losses of NOK 15 million
for intangible assets and NOK 7 million for property, plant and equipment in
2018.

Financial Reporting Principles
Individual Assets
Each property, plant and equipment is assessed for impairment triggers every quarter
to identify assets that are damaged, no longer in use or will be disposed. Capitalized
development is assessed for impairment triggers every quarter to identify development
QSPHSBNTXIFSFUIFUFDIOPMPHJDBMEFWFMPQNFOUPSDPNNFSDJBMPVUMPPLGPSUIBUTQFDJåD
technology no longer justify the book value. Capitalized development programs that have
not been completed are subject to annual impairment testing. The impairment testing
PGDBQJUBMJ[FEEFWFMPQNFOUJODMVEFVQEBUFPGUIFGVUVSFFYQFDUFEDBTIæPXT BTTFTTJOH
status on technical achievements and reviewing cost incurred compared to budget in
order to identify if any of the capitalized cost should be expensed. The assets are written
down to recoverable amount, if lower than book value. Reversal of impairment is assessed
quarterly for assets previously impaired.

Assets in a Cash Generating Unit (CGU)
Impairment indicators are assessed for all assets as part of a cash generating unit (CGU) every
quarter. A CGU represents the lowest level of independent revenue generated by the assets.
This is usually the lowest level where a separate external market exists for the output from the
CGU. Impairment indicators are reviewed for all assets with assessment of market conditions,
technological development, change in order backlog, change in discount rate and other
elements that may impact the value of the assets in the CGU. Assets are usually tested using the
WBMVFJOVTFBQQSPBDIEFUFSNJOFECZEJTDPVOUJOHFYQFDUFEGVUVSFDBTIæPXT*NQBJSNFOUMPTTFT
are recognized for assets in CGUs where the recoverable amount is lower than book value.

Goodwill
The groups of CGUs that include goodwill are aligned with the operating
segments in the company. These are tested for impairment annually or
XIFOJNQBJSNFOUUSJHHFSTIBWFCFFOJEFOUJåFE5IFDPNQBOZEPFTOPU
IBWFPUIFSBTTFUTUIBOHPPEXJMMXJUIJOEFåOJUFVTFGVMMJWFT

Judgments and Estimates
The impairment testing of assets is by nature highly judgmental as it
JODMVEFTFTUJNBUFTTVDIBTGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT 
determination of WACC, growth rate used for calculation of terminal
value and other assumptions that may change over time. In particular,
GVUVSFDBTIæPXTBSFVODFSUBJOBTUIFZBSFJNQBDUFECZNBSLFU
developments beyond Aker Solutions' control. The oil price impacts
the investment levels in capex and maintenance projects by the oil
companies. This in turn impacts the markets in which Aker Solutions
operates.

*HZOÅV^(ZZ\TW[PVUZ
Expectations about the long-term oil prices are important when
assessing the future market development for the projects and services of
Aker Solutions. After several years with a challenging oil services market,
the market recovery has continued in 2018. The long-term oil price per
barrel has been assumed to gradually increase to USD 70 in the terminal
year. This assumption is particularly sensitive in the current market
DPOEJUJPOT'PVSZFBSDBTIæPXTJOUIFQFSJPEUPQSPKFDUFE
from the forecast and strategy process, approved by management
and the Board of Directors in 2018, have been used as basis for
UIFFTUJNBUFTPGGVUVSFDBTIæPXT5IFGPSFDBTUTBSFCBTFEPOåSN
PSEFSTJOUIFCBDLMPHBOEJEFOUJåFEQSPTQFDUTJOBEEJUJPOUPFYQFDUFE
service revenue. Changes in the assumptions related to the expected
QSPTQFDUTDBOIBWFBTJHOJåDBOUJNQBDUPOUIFGPSFDBTUFEDBTIæPXT
5IFGPSFDBTUFEDBTIæPXTVTFEJOUIFJNQBJSNFOUUFTUTSFæFDUPSHBOJD
growth only. Other parameters in the assessment are the mix of projects
and services, level of operating expenses and capital expenditure for
maintenance of the asset portfolio.
Note 12 continues on next page
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Note 12 Impairment of Assets cont.

Discount and Growth Rate
&TUJNBUFEGVUVSFDBTIæPXTBSFEJTDPVOUFEUPUIFJSQSFTFOUWBMVFVTJOHUIFXFJHIUFE
average cost of capital (WACC), which is a post-tax discount rate. The WACC is based
on a risk free interest rate, a risk premium and average beta values of peers within
each market. A separate WACC has been calculated for each of the CGUs taken into
DPOTJEFSBUJPODPVOUSZTQFDJåDSJTLQSFNJVNTBOEMPOHUFSNSJTLGSFFJOUFSFTUSBUFT"
growth rate has been applied to calculate terminal value after the four-year period.

Impairment Testing of Individual Assets
When reviewing the individual capitalized development certain development programs
XFSFJEFOUJåFEXIFSFUIFUFDIOPMPHZPSDPNNFSDJBMPVUMPPLOPMPOHFSKVTUJåFEUIFWBMVF
*OUPUBM /0,NJMMJPOSFMBUFEUPDBQJUBMJ[FEEFWFMPQNFOUJOUIFQSPKFDUTPQFSBUJOH
segment was impaired, compared to NOK 72 million in the prior year. In addition, the
JNQBJSNFOUPOJOEJWJEVBMNBDIJOFT GVSOJUVSFBOEåUUJOHTXBT/0,NJMMJPODPNQBSFE
UP/0,NJMMJPOJOUIFQSJPSZFBS5IFWBMVFJOVTFNFUIPEXBTVTFEGPSCPUIåYFEBOE
intangible assets.

Impairment Testing of Assets in CGUs
$(6TJEFOUJåFEGPSUFTUJOHåYFEBOEJOUBOHJCMFBTTFUTJTVTVBMMZBQMBOUPSBHSPVQPG
QMBOUTXIJDIBSFEFFNFEUPQSPEVDFJOEFQFOEFOUDBTIJOæPXT/PJNQBJSNFOUMPTTFT
were recognized as a result of the impairment testing of assets in CGUs based on
UIFWBMVFJOVTFNFUIPE7BSJPVTTFOTJUJWJUZBOBMZTJTGPSDIBOHFJOGVUVSFDBTIæPXT 
growth rate and WACC have been performed for the CGUs with limited headroom in the
impairment testing. The results from the analysis support the conclusion from the test
that no impairment should be recognized. The group is continuously monitoring the
market development and will perform impairment testing if further impairment triggers are
JEFOUJåFE
One CGU with net assets of NOK 613 million is sensitive for impairment. The WACC used
in the impairment testing was 8.8 percent and the growth rate was 1.5 percent. The WACC
can be increased to 9.4 percent, the growth rate can be reduced to 0.7 percent and the
GSFFDBTIæPXTDBOCFSFEVDFECZQFSDFOUXJUIPVUIUSJHHFSJOHBOJNQBJSNFOU
Note 12 continues on next page
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Note 12 Impairment of Assets cont.

Impairment Testing of Goodwill
5IFHSPVQTPG$(6TJEFOUJåFEXIFOUFTUJOHHPPEXJMMSFQSFTFOUUIF
operating segments of Aker Solutions (Projects and Services) as this is
the level where synergies are expected and goodwill is monitored. The
goodwill in the two operating segments are shown in the following table.

Amounts in NOK million

2018

2017

Projects

2,117

2 123

Services

2,141

2 157

Total goodwill as of December 31

4,258

4 281

The WACC used in the impairment testing of goodwill is shown below.
Post-tax WACC

Pre-tax WACC

Projects

9.3%

12.2 %

Services

9.5%

14.3%

Assumptions
A post-tax value in-use method was used, with pre-tax rates calculated
using an iterative method for illustration purposes only. The calculated
BOOVBMBWFSBHFHSPXUISBUFGPSSFWFOVFJOUIFDBTIæPXVTFEGPS
impairment testing is 21.5 percent for Services and 8.0 percent for
1SPKFDUT.BOBHFNFOUIBTGPSFDBTUFEUIBUDBTIæPXTXJMMDPOUJOVF
to recover from the decline in the oil services sector, as proven by
more projects being sanctioned and several contracts awarded to
"LFS4PMVUJPOTJO5IFGPSFDBTUFEDBTIæPXTBSFCBTFEPOåSN
orders and an expected share of new contracts. When determining
the terminal value, a growth rate of 1.5 percent has been used for both
Services and Projects. The annual impairment testing of goodwill did
not result in any impairment losses.

Sensitivities
The impairment testing is affected by changes in the long-term oil
price as it will impact the expected order intake. The testing is also
affected by changes in the discount rate, growth rates, and the ability
PG"LFS4PMVUJPOTUPTFDVSFQSPKFDUTBTFTUJNBUFEJOUIFDBTIæPX 
product mix and cost levels. Multiple sensitivity tests have been run
to address the current uncertainty in the oil service market. Sensitivity
testing of goodwill includes changing various assumptions to consider
other potential alternative market conditions. This includes changing
the discount rate and growth rate in addition to reducing the expected
DBTIæPXTJOUIFGVUVSF5IFIFBESPPNXBTDPNGPSUBCMFJOBMMTDFOBSJPT
in the goodwill impairment testing.
See note 10 for more information about property, plant and equipment
See note 11 for more information about intangible assets
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Note 13 Inventories

Inventories

Financial Reporting Principles

Amounts in NOK million

Inventories are measured at the lower of cost and net realizable value. Net realizable value
is the estimated selling price in the ordinary course of business less selling expenses
and the estimated cost to complete the inventory. The cost of inventories is based on the
weighted average cost.

2018

2017

326

404

0

24

Total

326

428

Inventories at cost

556

716

3BXNBUFSJBMTBOETFNJåOJTIFEHPPET
Finished goods

Judgments and Estimates

Inventory write-downs to net realizable value

-230

-288

The assessment of obsolete and slow-moving inventory in order to determine inventory
write-downs is subject to management judgment. The selling price in the market has to be
estimated, and there is a risk that the actual selling price may turn out to be different than
the amount estimated by management.

Total

326

428

Balance of January 1

428

575

Purchase of inventory

1,360

1,313

-1,437

-1,382

-54

-160

39

87

Currency translation differences

-10

-4

Total

326

428

Recognized as expense
Write down for obsolete inventory
Reversal of write down for obsolete inventory

There are no securities pledged over inventories.
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Note 14 Customer Contract Assets and Receivables

The presentation of customer contract assets has changed as a result of
implementing IFRS 15 on January 1, 2018. The standard requires separate
presentation of revenue and cost accruals, and not netted per project as
amounts due to/from customers as under IAS 11/18.

Financial Reporting Principles
Trade and other receivables are recognized at the original invoiced amount, less impairment
losses. The invoiced amount is considered to be approximately equal to the value derived if
the amortized cost method would have been used.
The new impairment model in IFRS 9 implemented on January 1, 2018 requires the
recognition of impairment provisions based on expected credit losses (ECL) rather than
incurred credit losses as was the case under IAS 39. The company has applied the lifetime
&$-GPSUSBEFSFDFJWBCMFT DPOUSBDUBTTFUTXJUIPSXJUIPVUBTJHOJåDBOUåOBODJOHDPNQPOFOU
and operational lease receivables. This resulted in a small increase of the loss allowance for
trade receivables and contract assets of approximately NOK 1 million on January 1, 2018.

Judgments and Estimates

2017

2,725

2,664

Trade receivables, related parties

594

305

Less provision for impairment of receivables

Trade receivables

-84

-93

Trade receivables, net

3,236

2,876

Customer contract assets

3,559

0

Amounts due from customers for construction work

0

883

Accrued operating revenue from service contracts

0

1,298

Other receivables
Total

Balance as of January 1 under IAS 39
Adjustment on initial application of IFRS 9
Balance as of January 1 under IFRS 9

2018

2017

-93

-170

-1

0

-94

-170

Provisions made during the year

-4

-1

Provisions used during the year

0

39

Provisions reversed during the year

15

37

Currency translation differences

-2

3

-84

-93

Amounts in NOK million

2018

2017

Not due

2,868

2,425

Past due 0-30 days

265

267

Past due 31-90 days

72

106

Aging of Trade Receivables

Customer Contract Assets and Receivables
2018

Amounts in NOK million

Balance as of December 31

Judgment is involved when determining the impairment losses on doubtful receivables.
The impairment is based on individual assessments of each customer and default
risk in the industry and the country in which the customer operates. The customers of
Aker Solutions are mainly large, international oil companies with low credit risk.

Amounts in NOK million

Bad Debt Provision

93

189

6,887

5,246

Past due 91 days to one year

41

61

Past due more than one year

73

110

3,319

2,969

Total

See note 3 for more information about customer contract assets and receivables
See note 22 for more information about credit risk
See note 25ÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
See note 28 for more information about receivables to related parties
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Note 15 Cash and Cash Equivalents

Note 16 Equity

Financial Reporting Principles

Share Capital

Cash and cash equivalents include cash on hand, demand
deposits in banks and other short-term highly liquid deposits with
original maturity of three months or less.

Aker Solutions ASA was founded May 23, 2014 with a nominal share capital of NOK 293,807,940
through the issuance of 272,044,389 shares. The total number of outstanding shares is 272,044,389
at par value NOK 1.08 per share as of December 31, 2018. All issued shares are fully paid. Aker
Solutions ASA has one class of shares, ordinary shares, with equal rights for all shares. The holders
of ordinary shares are entitled to receive dividends and are entitled to one vote per share at general
meetings. The number of own shares (treasury shares) was 511,801 per December 31, 2018, which
is the same as last year. The consideration for these shares was NOK 16 million.

Cash and Cash Equivalents
Amounts in NOK million

2018

2017

Cash pool

1,258

635

Other cash at banks

1,215

1,343

Total

2,473

1,978

Available Liquidity
Additional undrawn committed non-current bank revolving credit
facilities amounted to NOK 5 billion, compared to NOK 3.75 billion
in the prior period. Together with cash and cash equivalents, this
gives a total liquidity buffer of NOK 7.5 billion, compared to NOK
5.7 billion in prior year.
See note 17 for more information about borrowings
See note 22 for more information about currency risk and
the cash pool arrangement
See note 23 for more information about capital management

Hedging Reserve
*OUIFFRVJUZUBCMF UIFIFEHFSFTFSWFNBJOMZSFMBUFTUPFGGFDUTPGDVSSFODZDBTIæPXIFEHFTUIBU
are not yet recognized in the income statement. The hedging effects are recognized in the income
statement according to the progress of the underlying customer contract.

Translation Reserve
In the equity table, the currency translation reserve includes foreign exchange differences arising
GSPNUIFUSBOTMBUJPOPGUIFTVCTJEJBSJFTJOUPUIFQSFTFOUBUJPODVSSFODZPGUIFDPOTPMJEBUFEåOBODJBM
statements.

Pension Reserve
*OUIFFRVJUZUBCMF UIFEFåOFECFOFåUQMBOBDUVBSJBMHBJOTBOEMPTTFTSFTFSWFJODMVEFT
SFNFBTVSFNFOUPGUIFOFUEFåOFECFOFåUMJBCJMJUZ XIJDIDPNQSJTFBDUVBSJBMHBJOTBOEMPTTFTBOE
the return on plan assets (excluding interest).
See note 2 for more information about currency translation of subsidiaries
See note 18 for more information about the pension obligation
See note 24 for more information about hedging
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Note 17 Borrowings
Financial Reporting Principles
Interest-bearing borrowings are recognized initially at fair value less transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized
cost with any difference between cost and redemption value being recognized in the
income statement over the period of the borrowings on an effective interest basis.

Norwegian Bonds
The group has two bond loans listed on the Oslo Stock Exchange denominated
in Norwegian Kroner. The bond of NOK 1,000 million matures on October 9, 2019
and the bond of NOK 1,500 million matures on July 25, 2022. The interest rate for
CPUIMPBOTJTUISFFNPOUITæPBUJOHJOUFSCBOLSBUF /*#03 QMVTBQSFEFåOFENBSHJO
Trustee services are provided by Nordic Trustee and the loan documentation is
based on Nordic Trustee's standard loan agreement for bond issues. The bond loans
are unsecured on a negative pledge basis and includes no dividend restrictions.
"LFS4PMVUJPOTTUSBUFHZJTUPIBWFCFUXFFOQFSDFOUPGCPSSPXJOHTBUåYFE
JOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUIæPBUJOHJOUFSFTUSBUFTBSFTXBQQFEUP
åYFEJOUFSFTUSBUFTCZNFBOTPGJOUFSFTUSBUFEFSJWBUJWFTUPNBJOUBJOUIFEFTJSFETQMJU
CFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT
Note 17 continues on next page
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Note 17 Borrowings cont.

Bonds and Borrowings 2018

Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

ISIN NO 0010661051

NOK

1,000

1,011

1.05%

4.20%

ISIN NO 0010814213

NOK

1,500

1,497

1.10%

Amounts in NOK million

Total bond1

Revolving credit facility (NOK 5,000 million)2

Brazilian Development Bank loans

Maturity date
(mm/dd/yy)

Interest terms

5.25%

10/09/19

'MPBUJOH . åYNBSHJO

3.15%

4.25%

07/25/22

'MPBUJOH . åYNBSHJO

0.00%

1.10%

1.10%

03/19/23

NIBOR + Margin3

9.41%

0.00%

9.41%

2019-2024

Fixed, periodically

2,508

NOK

0

Total credit facility

Brazilian Development Bank loans4

Fixed
interest margin Interest coupon

-25
-25

BRL

188

425
425

Other borrowings

5

Total borrowings

2,913

Current borrowings

1,125

Non-current borrowings

1,788

Total borrowings

2,913

 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPOCZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO"NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFEJOUFSFTUSFMBUFEUPUIFCPOET
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.
4) Brazilian loans consist of loans with interest rates ranging from 5.8 percent to 12.3 percent in 2018. The weighted average interest rate is used in the table and is calculated based on the contractual rates on the loans at December 31 and does not include
the effect of swap agreements.

Note 17 continues on next page
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Bonds and Borrowings 2017

Amounts in NOK million

ISIN NO 0010661051

Currency

Nominal
currency value

NOK

1,000

Total bond1

Revolving credit facility (NOK 5,000 million)2

Brazilian Development Bank loans

Interest rate

1,008

0.79%

4.20%

NOK

1,250

0.89%

11.10%

1,239

Maturity date
(mm/dd/yy)

Interest terms

4.99%

10/09/19

'MPBUJOH . åYNBSHJO

1.10%

1.99%

07/03/19

NIBOR + Margin3

0.00%

11.10%

2018-2024

Fixed, periodically

1,239

BRL

345

858
858

Other borrowings

10

Total borrowings

3,114

Current borrowings

Fixed
interest margin Interest coupon

1,008

Total credit facility

Brazilian Development Bank loans4

Carrying
amount (NOK)

539

Non-current borrowings

2,576

Total borrowings

3,114

1) 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPOCZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO"NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFEJOUFSFTUSFMBUFEUPUIFCPOET
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.
4) Brazilian loans consist of loans with interest rates ranging from 5.8 percent to 12.4 percent in 2017. The weighted average interest rate is used in the table and is calculated based on the contractual rates on the loans at December 31 and does not include the effect of
swap agreements.

Note 17 continues on next page
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Maturity of Bonds and Borrowings
2018
Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010661051

1,011

1,055

27

1,028

0

0

0

ISIN NO 0010814213

1,497

1,750

33

34

67

1,617

0

Total bonds

2,508

2,805

60

1,061

67

1,617

0

Revolving credit facility (NOK 5,000 million)

-25

0

0

0

0

0

0

Brazilian development bank loans

425

494

64

62

174

194

0

5

5

0

5

0

0

0

Total other loans

Other loans

405

499

64

67

174

194

0

Total borrowings

2,913

3,304

124

1,128

241

1,810

0

Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010661051

1,008

1,101

25

25

1,051

0

0

Total bonds

1,008

1,101

25

25

1,051

0

0

Revolving credit facility (NOK 5,000 million)2

1,239

1,286

12

12

1,262

0

0

858

979

126

449

131

272

1

10

10

10

0

0

0

0

2017

Brazilian development bank loans
Other loans
Total other loans

2,106

2,275

148

461

1,393

272

1

Total borrowings

3,114

3,376

173

486

2,444

272

1

 5IFJOUFSFTUDPTUTBSFDBMDVMBUFEVTJOHFJUIFSUIFMBTUåYJOHSBUFLOPXOCZZFBSFOE QMVTBQQMJDBCMFNBSHJO PSUIFDPOUSBDUVBMåYFESBUF XIFOåYFESBUFEFCU 
 5IFDBTIæPXJTCBTFEPOUIFBTTVNQUJPOUIBUUIFOPNJOBMDVSSFODZWBMVFXJMMSFNBJOPO/0, NJMMJPOVOUJMUIFNBUVSJUZPGUIFSFWPMWJOHDSFEJUGBDJMJUZ

Note 17 continues on next page
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Note 17 Borrowings cont.

Movement of Liabilities
Bond

Credit
Facilities

Balance as of January 1, 2018

1,008

Proceeds from loans and borrowings

1,500

Amounts in NOK million

Repayment of borrowings
5PUBMDIBOHFTGSPNåOBODJBMDBTIæPXT
Accrued interest
Amortization of borrowing cost
Currency translation differences
Balance as of December 31, 2018

Other
Borrowings

Total

1,239

868

3,115

0

117

1,617

0

-1,250

-466

-1,716

1,500

-1,250

-349

-99

13

0

-6

7

-13

-13

0

-27

0

0

-83

-83

2,508

-25

430

2,913

Mortgages
The company has no mortgage liabilities in 2018.
See note 23 for more information about capital management
See note 24 for more information about interest rate derivatives
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 18 Pension Obligations
Aker Solutions operates several pension plans around the world. The most
JVTTVU[`WLVMWSHUPZ[OLKLÄULKJVU[YPI\[PVUWSHU^OLYL(RLY:VS\[PVUZ
makes contributions to the employee's individual pension account. Aker
:VS\[PVUZOHZHJSVZLKKLÄULKILULÄ[WSHU^OLYL[OLPTWHJ[PZNYHK\HSS`
reduced.

Financial Reporting Principles
+LÄULK*VU[YPI\[PVU7SHUZ
"EFåOFEDPOUSJCVUJPOQMBOJTBUZQFPGSFUJSFNFOUQMBOXIFSFUIFFNQMPZFSNBLFT
contributions on a regular basis to the employees individual pension account. The
CFOFåUTSFDFJWFECZUIFFNQMPZFFBSFCBTFEPOUIFFNQMPZFSDPOUSJCVUJPOTBOEHBJOTPS
MPTTFTGSPNJOWFTUJOHUIFDBQJUBM$POUSJCVUJPOTUPEFåOFEDPOUSJCVUJPOQFOTJPOQMBOTBSF
recognized as an expense in the income statement as incurred.

demographical factors concerning mortality, employee turnover, disability
and early retirement. Assumptions about all these factors are based
on the situation at the time the assessment is made. However, it is
reasonably certain that such factors will change over long periods for
which pension calculations are made. Any changes in these assumptions
will affect the calculated pension obligations with immediate recognition
in other comprehensive income.

Pension Plans in Norway
The main pension arrangement in Norway is a general pension plan
organized by the Norwegian state providing a basic pension entitlement
to all tax payers. The additional pension plans which all Norwegian
employers are obliged to provide according to current legislation,
represent limited additional pension entitlements. The following pension
QMBOTFYJTUJO/PSXBZ

+LÄULK*VU[YPI\[PVU7SHUZ
+LÄULK)LULÄ[7SHUZ
"EFåOFECFOFåUQMBOJTBUZQFPGQFOTJPOQMBOXIFSFUIFFNQMPZFSQSPNJTFTBOBOOVBM
pension on retirement based on a percentage of the salary upon retirement and the
FNQMPZFFTFBSOJOHTIJTUPSZ ZFBSTPGTFSWJDFBOEBHF5IFDBMDVMBUJPOPGEFåOFECFOFåU
PCMJHBUJPOTJTQFSGPSNFEBOOVBMMZCZBRVBMJåFEBDUVBSZVTJOHUIFQSPKFDUFEVOJUDSFEJUNFUIPE

"MMFNQMPZFFTJO/PSXBZBSFPGGFSFEQBSUJDJQBUJPOJOBEFåOFE
contribution plan. The annual contributions expensed for the Norwegian
plans in 2018 were NOK 207 million. The estimated contribution
expected to be paid in 2019 is NOK 239 million.

+LÄULK)LULÄ[7SHUZ
5IFEFåOFECFOFåUPCMJHBUJPOJTDBMDVMBUFETFQBSBUFMZGPSFBDIQMBOCZEJTDPVOUJOHUIF
FTUJNBUFEBNPVOUPGGVUVSFCFOFåUUIBUFNQMPZFFTIBWFFBSOFEJOUIFDVSSFOUBOEQSJPS
QFSJPETBOEEFEVDUJOHUIFGBJSWBMVFPGBOZQMBOBTTFUT5IFDIBOHFPGUIFEFåOFECFOFåU
obligation as a result of the change of assumptions (actuarial gains and losses) and the
return on plan assets are recognized immediately in other comprehensive income. Net
JOUFSFTUFYQFOTFBOEPUIFSFYQFOTFTSFMBUFEUPEFåOFECFOFåUQMBOTBSFSFDPHOJ[FE
JOUIFJODPNFTUBUFNFOU8IFOUIFCFOFåUTPGBQMBOBSFDIBOHFE TFUUMFEPSXIFOB
plan is curtailed, the change relating to past service or the gain or loss on curtailment or
settlement is recognized immediately in the income statement.

Judgments and Estimates
The present value of the pension obligations depends on a number of factors determined
POUIFCBTJTPGBDUVBSJBMBTTVNQUJPOT5IFTFBTTVNQUJPOTJODMVEFåOBODJBMGBDUPSTTVDI
BTUIFEJTDPVOUSBUF FYQFDUFETBMBSZHSPXUI JOæBUJPOBOESFUVSOPOBTTFUTBTXFMMBT

5IFEFåOFECFOFåUQMBOTJOUIF/PSXFHJBODPNQBOJFTBU"LFS4PMVUJPOT
are split between funded and unfunded plans.The Norwegian companies
BU"LFS4PMVUJPOTDMPTFEUIFEFåOFECFOFåUQMBOTJO&NQMPZFFT
who were 58 years or older in 2008 are still members of the closed
EFåOFECFOFåUQMBO5IJTJTBGVOEFEQMBOBOESFQSFTFOUTUIFGVOEFE
pension liability reported in the tables below. In addition to the closed
EFåOFECFOFåUQMBO "LFS4PMVUJPOTBMTPIBTBEFåOFECFOFåUQMBOGPS
UPQNBOBHFNFOU5IFEFåOFECFOFåUQMBOGPSUPQNBOBHFNFOUJTBO
unfunded plan, and is included in the unfunded pension liability in the
tables below. The estimated contribution expected to be paid during 2019
is NOK 67 million.
Note 18 continues on next page
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Note 18 Pension Obligations cont.
Compensation Plans
All employees in 2008 who had a calculated loss of more than NOK 1,000 per year upon
USBOTJUJPOUPUIFEFåOFEDPOUSJCVUJPOQMBOXFSFPGGFSFEDPNQFOTBUJPO5IFDPNQFOTBUJPO
amount will be adjusted annually in accordance with the adjustment of the employees'
pensionable income, and accrued interest according to market interest. If the employee
leaves the company voluntarily before the age of 67 years, the accrued compensation
amount will be paid out. The compensation plan is an unfunded plan, and is included in
the unfunded pension liability reported in the tables below.

;HYPɈ)HZLK7LUZPVU(NYLLTLU[(-7
Employees in Norway have a tariff based lifelong retirement arrangement (AFP) organized
by the main labor unions and the Norwegian state. The pension plan can be withdrawn
from the age of 62. The information required to estimate the pension obligation from this
EFåOFECFOFåUQMBOJTOPUBWBJMBCMFGSPNUIFQMBOBENJOJTUSBUPS"LFS4PMVUJPOTUIFSFGPSF
DVSSFOUMZBDDPVOUTGPSUIFQMBOBTJGJUXBTBEFåOFEDPOUSJCVUJPOQMBO5IFDPNQBOZXJMM
BDDPVOUGPSJUBTBEFåOFECFOFåUQMBOJGJOGPSNBUJPOCFDPNFTBWBJMBCMFGSPNUIFQMBO
administrator.

Pension Plans outside Norway
1FOTJPOQMBOTPVUTJEF/PSXBZBSFNBJOMZEFåOFEDPOUSJCVUJPOQMBOT5IFBOOVBM
contributions expensed for plans outside Norway in 2018 were NOK 161 million. The
estimated contributions expected to be paid in 2019 is NOK 166 million to the plans
outside Norway.

Total Pension Cost
Amounts in NOK million

%FåOFECFOFåUQMBOT

2018

2017

59

66

%FåOFEDPOUSJCVUJPOQMBOT

434

400

Total

493

466

Note 18 continues on next page
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Note 18 Pension Obligations cont.

4V]LTLU[PU5L[+LÄULK)LULÄ[(ZZL[3PHIPSP[`
5IFUBCMFCFMPXTIPXTUIFNPWFNFOUGSPNUIFPQFOJOHCBMBODFUPUIFDMPTJOHCBMBODFGPSUIFEFåOFECFOFåUBTTFUBOEMJBCJMJUZ

Present value of obligation

Fair value of plan assets

Impact of asset ceiling

5L[KLÄULKILULÄ[SPHIPSP[`

Amounts in NOK million

2018

2017

2018

2017

2018

2017

2018

2017

Balance as of January 1

1,727

1,789

-1,174

-1,249

3

0

556

540

Current service and administration cost

44

52

3

3

0

0

47

55

Interest cost (income)

39

42

-28

-31

0

0

12

12

Included in income statement

84

94

-25

-28

0

0

59

66

-35

15

0

0

0

0

-35

15

0

0

43

14

0

0

43

14

"DUVBSJBMMPTT HBJO BSJTJOHGSPNåOBODJBMBTTVNQUJPOT
Return on plan assets
Changes in asset ceiling
Actuarial loss (gain) arising from experience adjustments
Re measurements loss (gain) included in OCI

Contributions paid into the plan

0

0

0

0

47

3

47

3

16

28

0

0

0

0

16

28

-19

43

43

14

47

3

71

60

0

0

-76

-73

0

0

-76

-73

#FOFåUTQBJECZUIFQMBO

-147

-199

109

162

0

0

-38

-38

Other

-147

-199

33

89

0

0

-114

-110

1,644

1,727

-1,122

-1,174

50

3

572

556

Balance as of December 31

5IFOFUMJBCJMJUZEJTDMPTFEBCPWFSFMBUFTUPGVOEFEBOEVOGVOEFEQMBOTBTGPMMPXT
Present value of obligation

Fair value of plan assets

Asset ceiling

5L[KLÄULKILULÄ[SPHIPSP[`

Amounts in NOK million

2018

2017

2018

2017

2018

2017

2018

2017

/FUEFåOFECFOFåUMJBCJMJUZGVOEFEQMBO

1,073

1,171

-1,122

-1,174

50

3

0

0

/FUEFåOFECFOFåUMJBCJMJUZVOGVOEFEQMBOT
Balance as of December 31

572

556

0

0

0

0

572

556

1,644

1,727

-1,122

-1,174

50

3

572

556
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Note 18 Pension Obligations cont.

(ZZL[ZPU[OL+LÄULK)LULÄ[7SHU

Sensitivity Analysis
2018

2017

Bonds

812

990

Funds

310

153

0

31

1,122

1,173

Amounts in NOK million

Equity securities
Total plan assets at fair value

The majority of the bond investment is in Norwegian municipalities and is assumed to
IBWFBSBUJOHFRVBMUP"" CVUUIFSFBSFGFXPGåDJBMSBUJOHTGPSUIFTFJOWFTUNFOUT5IF
remaining bond investment is primarily in the Norwegian market within bonds assumed to
CFPGo*OWFTUNFOU(SBEFpRVBMJUZ5IFNBKPSJUZPGUIFTFJOWFTUNFOUTEPOPU IPXFWFS IBWF
BOPGåDJBMSBUJOH5IFGVOEJOWFTUNFOUTDPOTJTUPGåYFEJODPNFGVOETBOEFRVJUZGVOET
with listed securities where the value is based on quoted prices. The equity securities are
invested globally, and the value is based on quoted price at the reporting date without any
deduction for estimated future selling cost.

Actuarial Assumptions
The information below relates only to Norwegian plans as these represent the majority of
UIFQMBOT5IFGPMMPXJOHXFSFUIFQSJODJQBMBDUVBSJBMBTTVNQUJPOTBUUIFSFQPSUJOHEBUF
2018

2017

Discount rate

2.80%

2.40%

Asset return

2.80%

2.40%

Salary progression

2.75%

2.50%

Pension indexation funded plans

0.00%

0.00%

Mortality table

K2013

K2013

Remaining life expectancy at age 65 for pensioners, males

22.3

22.2

Remaining life expectancy at age 65 for pensioners, females

25.6

25.5

1

Changes at the reporting date to one of the relevant actuarial assumptions,
IPMEJOHPUIFSBTTVNQUJPOTDPOTUBOU XPVMEIBWFDIBOHFEUIFEFåOFE
CFOFåUPCMJHBUJPOBTPG%FDFNCFSCZUIFBNPVOUTTIPXOCFMPX
Change net liability
increase (+)/decrease (-)
Amounts in NOK million

2018

2017

Discount rate increase by 1 percent

-143

-154

Discount rate decrease by 1 percent

175

198

Expected rate of salary increase by 1 percent

1

1

Expected rate of salary decrease by 1 percent

-1

-1

Expected rate of pension increase by 1 percent

139

163

Expected rate of pension decrease by 1 percent

-117

-128

At Aker Solutions, a one percent increase of discount rate decreases
UIFCFOFåUPCMJHBUJPOCZPOMZQFSDFOU5IJTJTCFDBVTFUIFCFOFåU
obligation in Aker Solutions consists mainly of pensioners and
employees over 60 years of age.
See note 5 for more information about personnel expenses
See note 29 for more information about pension arrangements for the management

1) Pension indexation for unfunded plans is agreed individually (0-8 percent).

The discount rate is based on government bonds or high-quality corporate bonds with
maturities consistent with the terms of the obligations. The assumptions used are in line
with recommendations from the Norwegian Accounting Standards Board.
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Note 19 Operating Leases

2017
Amounts in NOK million

(RLY:VS\[PVUZSLHZLZVɉJLI\PSKPUNZHUKZP[LZMVYTHU\MHJ[\YPUNHUK
ZLY]PJL[OH[HJJV\U[MVY[OLZPNUPÄJHU[WHY[VM[OLSLHZLJVTTP[TLU[
The company also leases machines and vehicles. All leases are currently
accounted for as operating leases. The new IFRS 16 Leasing standard
LɈLJ[P]LMYVT1HU\HY` ^PSSZPNUPÄJHU[S`JOHUNL[OLHJJV\U[PUNMVY
SLHZLZHZHUVUIHSHUJLZOLL[TVKLSZPTPSHY[V[OLJ\YYLU[ÄUHUJPHSSLHZL
accounting will be applied to nearly all lease contracts in the company.
Refer to note 32 for further description.

Buildings, plants and sites

Other

Total

852

12

864

2

0

2

-12

0

-12

-148

0

-148

694

12

706

Minimum lease expense
Contingent lease expense
Minimum lease income
Sub-lease income
Total

Lease Commitments
Future minimum lease payments for non-cancellable operating leases are
shown in the table below.

Financial Reporting Principles
Operating lease expenses are recognized in the income statement on a straight-line
basis over the term of the lease. Rent free periods and other lease incentives received are
recognized as an integral part of the total lease expense over the term of the lease. The
HSPVQEPFTOPUIBWFBOZåOBODJBMMFBTFT4VCMFBTFJODPNFJTSFDPHOJ[FEBTPQFSBUJOH
SFWFOVF5IFNJOJNVNMFBTFQBZNFOUJODMVEFTUIFBOOVBMSFOUBMBTEFåOFEJOUIFMFBTF
agreement. The effect of onerous lease provisions is not included in the table below.

Amounts in NOK million

Less than one year

2018

2017

830

810

#FUXFFOPOFBOEåWFZFBST

2,786

2,857

.PSFUIBOåWFZFBST

3,246

3,760

Total

6,862

7,428

Lease Expense and Sub-Lease Income
"LFS4PMVUJPOTMFBTFTBOVNCFSPGQSPEVDUJPOTJUFTBOEPGåDFCVJMEJOHTXPSMEXJEF5IF
leases typically run for a period of 10-15 years, with an option to renew the lease at
market rates. Other leasing contracts mainly relate to machinery and vehicles with a lease
QFSJPECFUXFFOUISFFUPåWFZFBST
2018
Amounts in NOK million

Minimum lease expense
Contingent lease expense
Minimum lease income
Sub-lease income
Total

Buildings, plants and sites

Other

Total

798

39

837

0

0

0

-11

0

-11

-223

0

-223

564

39

604

Minimum sub-lease payments to be received in the future are shown in
UIFUBCMFCFMPXBOESFMBUFNBJOMZUPTVCMFBTFPGPGåDFCVJMEJOHT
Amounts in NOK million

2018

20171

Less than one year

-167

-167

#FUXFFOPOFBOEåWFZFBST

-523

-505

.PSFUIBOåWFZFBST

-385

-548

-1,075

-1,220

Total

1) The 2017 minimum sub-lease payments to be received in the future have been increased by
NOK 620 million compared to the 2017 annual report as a result of correcting an error.

See note 6 for more information about operating expenses for land and buildings
See note 20 for more information about onerous lease provisions
See note 28 for more information about leasing contracts with related parties
See note 32 for more information about the new IFRS 16 leasing standard
65

MENU

AKER SOLUTIONS ANNUAL REPORT 2018 CONSOLIDATED FINANCIAL STATEMENTS

Note 20 Provisions and Contingent Liabilities

Warranties

Financial Reporting Principles
A provision is a liability with uncertain timing and amount. Provisions are recognized when cash
PVUæPXJTDPOTJEFSFEQSPCBCMF UIFBNPVOUDBOCFSFMJBCMZFTUJNBUFEBOEUIFPCMJHBUJPOJTBSFTVMU
of a past event. All provisions are presented as short-term as they are part of the operating cycle.
A contingent liability is a possible obligation that arises from past events that typically depends
on a future event outside of the company's control, for example a court decision. A provision is
NBEFXIFOJUJTDPOTJEFSFEBTQSPCBCMFUIBUDBTIPVUæPXXJMMUBLFQMBDF BOEUIFPCMJHBUJPODBO
be measured reliably.

Onerous Contracts

Judgments and Estimates
The provisions are estimated based on a number of assumptions and are highly judgmental in
nature. The various provisions with assumptions and estimation uncertainties are discussed below.

Provisions
Amounts in NOK million

Warranties

Onerous
contracts

Restructuring

Other

Total

Balance as of January 1, 2018

532

210

75

125

942

Effect of implementing IFRS 15

155

123

0

0

277

Adjusted balance as of January 1, 2018

686

333

75

125

1,219

96

59

31

101

287

Provisions used during the year

-116

-110

-86

-109

-421

Provisions reversed during the year

-104

-55

-13

-37

-209

0

8

0

0

8
23

Provisions made during the year

Unwinding of discounting effect
3FDMBTTJåDBUJPOT
Currency translation differences
Balance as of December 31, 2018

The provision for warranties relates to expected re-work and
improvements for products and services delivered to customers. The
XBSSBOUZQFSJPEJTOPSNBMMZUXPUPåWFZFBST5IFQSPWJTJPOJTCBTFEPO
the historical average warranty expenses for each type of equipment and
an assessment of the value of delivered products and services currently in
the warranty period. The provision can also be a higher or lower amount
GPMMPXJOHBTQFDJåDFWBMVBUJPOPGUIFBDUVBMDJSDVNTUBODFTGPSFBDI
DPOUSBDU5IFåOBMXBSSBOUZDPTUNBZEJGGFSGSPNUIFFTUJNBUFEXBSSBOUZ
provision. The warranty provision for ongoing projects previously reported
BTQBSUPGBNPVOUTEVFUPGSPNDVTUPNFSTIBTCFFOSFDMBTTJåFEUP
provisions as a result of implementing IFRS 15 on January 1, 2018.

-11

0

0

34

0

2

-2

-1

-2

551

237

5

113

906

147

5

28

306

Expected timing of payment as of December 31, 2018
Due within twelve months

126

Due after twelve months

424

90

0

85

600

Total

551

237

5

113

906

The provision includes onerous lease contracts and onerous customer
contracts. The onerous lease provision relates to estimated losses on
TFQBSBCMFQBSUTPGMFBTFEPGåDFCVJMEJOHTUIBUIBWFCFFOWBDBUFEPSXJMM
be vacated in the near future by Aker Solutions. Future lease commitments
and future expected sub-lease income have been discounted to present
value using a market rate of 5.73 percent. The provision is sensitive to
changes in the discount rate and assumptions relating to the sub-lease
period and the sub-lease revenue. The onerous customer contracts
provision relates to total estimated losses on customer contracts upon
completion. The estimated losses previously reported as part of amounts
EVFUPGSPNDVTUPNFSTIBWFCFFOSFDMBTTJåFEUPQSPWJTJPOTBTBSFTVMUPG
implementing IFRS 15 on January 1, 2018.

Restructuring Provision
The restructuring provision relates to expected employee costs for
permanent and temporary redundancies for 2019. The provision has
been estimated based on assumptions of number of employees affected,
salary levels, notice period, idle time assumed during notice period and
severance pay. The provision is sensitive for changes in any of these
assumptions.
Note 20 continues on next page
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Note 20 Provisions and Contingent Liabilities cont.

Other

Note 21 Trade and Other Payables

Other provisions relate to other liabilities with uncertain timing or amount. This includes
QSPWJTJPOTGPSDMBJNT MFBTFIPMEEJMBQJEBUJPOTBOEDFSUBJOFNQMPZFFCFOFåUT

Contingent Liabilities
%JTQVUFTXJUIDVTUPNFSTBSFOPSNBMMZTFUUMFEEVSJOHUIFåOBMOFHPUJBUJPOTXJUIUIF
customer upon delivery and provided for in the projects accounts. However, given the
scope of the group’s worldwide construction and service operations there is a risk that
legal claims may arise in the future for deliveries where revenue has been recognized in
the past. Legal and tax claims are assessed on a regular basis.

Tax Claim in Brazil
The tax authorities in the state of Parana in Brazil has claimed the Aker Solutions company
in Brazil for approximately BRL 312 million (NOK 699 million) including penalties and
JOUFSFTUT TUBUJOHUIBUUIFDPOEJUJPOTGPSUIFFYQPSUFYFNQUJPOGSPN*$.4BSFOPUGVMåMMFE
ICMS is a value added tax on sales and services related to the movement of goods.
Management has the opinion that a successful outcome in the administrative appeal
system or in a judicial process likely based on current law and practice. The claim is
SFHBSEFEBTBDPOUJOHFOUMJBCJMJUZTJODFUIFQPTTJCMFPVUDPNFXJMMCFDPOåSNFECZUIF
occurrence of an uncertain future event (a potential court decision). No provision has been
NBEFGPSUIJTDPOUJOHFOUMJBCJMJUZTJODFBDBTIPVUæPXJTOPUDPOTJEFSFEQSPCBCMF OPSJTJU
possible to establish a reliable estimate.
See note 5 for more information about restructuring costs
See note 19 for more information about operating leases

Financial Reporting Principles
Trade and other payables are recognized at the original invoiced amount.
The invoiced amount is considered to be approximately equal to the
value derived if the amortized cost method would have been used.

Trade and Other Payables
Amounts in NOK million

2018

2017

Trade creditors1

1,605

1,807

75

58

Amount due to customers for construction work

Trade creditors, related parties

0

833

Advances received from customers

0

372

Deferred revenue for service contracts

0

196

4,539

2,237

729

627

793

1,174

7,741

7,304

Accrued operating costs
Public duties and taxes
Other current liabilities
Total

1) Trade creditors includes an amount of NOK 238 million (NOK 824 million in 2017) subject to reverse
factoring. Trade creditors include NOK 7 million (NOK 2 million in 2017) due after one year.

The presentation of customer contract assets and liabilities has changed
as a result of implementing IFRS 15 on January 1, 2018. The standard
requires separate presentation for revenue and cost accruals, and does
OPUBMMPXOFUUJOHBOEQSFTFOUBUJPOBTBNPVOUTUPGSPNDVTUPNFSTGPS
DPOTUSVDUJPOXPSLBTVOEFS*"4
See note 3 for more information about customer contract liabilities
See note 28 for more information about receivables to related parties
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Note 22 Financial Risk Management and Exposures
;OLVIQLJ[P]LVMÄUHUJPHSYPZRTHUHNLTLU[PZ[VTHUHNLHUKJVU[YVSÄUHUJPHSYPZR
exposures to increase the predictability of earnings and minimize potential adverse
LɈLJ[ZVU[OLJVTWHU`»ZÄUHUJPHSWLYMVYTHUJL(RLY:VS\[PVUZ\ZLZKLYP]H[P]LZ
to hedge currency risk exposures and aims to apply hedge accounting whenever
possible in order to reduce the volatility resulting from the periodic market-to-market
YL]HS\H[PVUVMÄUHUJPHSPUZ[Y\TLU[ZPU[OLPUJVTLZ[H[LTLU[;OLJVTWHU`PZHSZV
exposed to interest rate risk, credit risk, liquidity risk and price risk.

Risk Management
3JTLNBOBHFNFOUPGåOBODJBMSJTLTJTQFSGPSNFEJOFWFSZQSPKFDUBOEJTUIFSFTQPOTJCJMJUZPG
UIFQSPKFDUNBOBHFS5IFZDPPQFSBUFXJUIMPDBMåOBODFNBOBHFSTBOEDPSQPSBUFUSFBTVSZ
UPJEFOUJGZ FWBMVBUFBOEIFEHFåOBODJBMSJTLTVOEFSQPMJDJFTBQQSPWFECZUIFCPBSEPG
directors. The company has well-established procedures for overall risk management, as
XFMMBTQPMJDJFTGPSUIFVTFPGEFSJWBUJWFTBOEåOBODJBMJOWFTUNFOUT

Currency Risk

More than 80 percent of the value of the hedging instruments either
qualify for hedge accounting or are hedges of separated embedded
derivatives. Corporate treasury monitors hedges not qualifying for
IFEHFBDDPVOUJOHBOEEJTRVBMJåDBUJPOFGGFDUTBSFSFQPSUFEJOUIFPUIFS
segment. Currency exposure from investments in foreign currencies is
POMZIFEHFEXIFOTQFDJåDBMMZJOTUSVDUFECZNBOBHFNFOU

Exposure to Currency Risk
Corporate treasury is allowed to hold positions within an approved
trading mandate. The net exposure as of December 31 is shown in
UIFGPMMPXJOHUBCMF&TUJNBUFEGPSFDBTUFEDBTIæPXTJOUIFUBCMFBSF
calculated based on the company's hedge transactions through
corporate treasury, as these are considered to be the best estimate
of the currency exposure. The net exposure is closely monitored by
corporate treasury and reported on a daily basis to management.

2018
Amounts in NOK million

Bank deposits

2017

USD

EUR

GBP

USD

EUR

GBP

-45

-13

-59

-56

-19

-41

Aker Solutions operates internationally and is exposed to currency risk on commercial
transactions, assets and liabilities and net investments in foreign operations. Commercial
transactions and assets and liabilities are subject to currency risk when payments are
denominated in a currency other than the respective functional currency of the subsidiary.
The company's exposure to currency risk is primarily related to USD, EUR, GBP and BRL.
The company's primary translation risk is related to USD, EUR, GBP and BRL.

Intercompany loans

-17

-119

5

-45

-107

4

Balance sheet exposure

-62

-132

-54

-101

-126

-37

Use of Currency Derivatives

Net exposure

The Aker Solutions' policy requires business units to mitigate currency exposure in
all projects. Corporate treasury manages internal exposures by entering into forward
DPOUSBDUTPSDVSSFODZPQUJPOTXJUIUIFåOBODJBMNBSLFUQMBDF5IF"LFS4PMVUJPOTHSPVQ
has a large number of contracts involving foreign currency exposures and the currency risk
policy has been well established.

Forecasted receipts from customers
Forecasted payments to vendors
$BTIçPXFYQPTVSF
Forward exchange contracts

461

98

167

641

76

96

-149

-158

-209

-196

-201

-138

312

-60

-42

445

-125

-42

-249

187

96

-342

249

79

1

-5

0

1

-1

0

The currency exposure was within the trading mandate as of December
31, 2018 and 2017.
Note 22 continues on next page

Each business unit designates all foreign currency hedge contracts with corporate treasury
BTDBTIæPXIFEHFTPSBTIFEHFTPGTFQBSBUFEFNCFEEFEEFSJWBUJWFT$PSQPSBUFUSFBTVSZ
enters into external foreign exchange contracts separately for revenue and cost exposure.
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Note 22 Financial Risk Management and Exposures cont.
Sensitivity Analysis - Fair Value of Financial Instruments

Regulatory Restrictions

The impact on income and equity from a 15 percent strengthening of EUR, USD and
GBP against other currencies is shown below. A 15 percent weakening would have had
UIFFRVBM CVUPQQPTJUFFGGFDU5IJTTFOTJUJWJUZBOBMZTJTTIPXTUIFJNQBDUPOåOBODJBM
instruments denominated in a foreign currency per December 31 and assumes that all
other variables, in particular interest rates, remain constant. The analysis does not include
the effect on future transactions (not invoiced as of December 31) or any effect from
translation of subsidiaries.

%JGGFSFOUSFHVMBUPSZSVMFTNBZQVUSFTUSJDUJPOTPOGSFFæPXPGDBTIJOTPNF
jurisdictions, including (but not limited to) Angola and Nigeria. Although
the currency in these countries may not be fully convertible with other
currencies, mitigating actions have been taken in order to minimize the
currency exposure. These include multilateral agreements with banks,
customers and vendors on timing of payments to minimize the exposed
cash balance. Aker Solutions will always strive to minimize cash balances
and maximize cash available for treasury. The cash in these countries
amounted to NOK 280 million as of December 31, 2018 compared to NOK
237 million in the prior year.

2018

2017

1SPæU MPTT 
before tax

&RVJUZJODSFBTF
(decrease)

1SPæU MPTT 
before tax

&RVJUZJODSFBTF
(decrease)

USD - 15 percent strengthening

-68

-149

-285

-535

EUR - 15 percent strengthening

-87

13

-115

23

GBP - 15 percent strengthening

88

217

-17

65

Amounts in NOK million

5IFDPNQFUJUJWFOFTTPG"LFS4PMVUJPOTJTJOæVFODFECZDVSSFODZFYDIBOHFSBUF
æVDUVBUJPOT DIPJDFTPGMPDBUJPOT TVQQMJFSTBOEPUIFSTUSBUFHJDEFDJTJPOT4VDIFGGFDUTBSF
not systematically hedged and are not included in the sensitivity analysis.

Sensitivity Analysis - Currency Translation of Subsidiaries
A change in foreign currency rates will also impact the income and balance sheet when
translating the Aker Solutions companies into the presentation currency which is NOK.
The effect of change in the various currencies will impact the company accounts in the
GPMMPXJOHNBOOFS
2018
Amounts in NOK million

USD - 15 percent strengthening

Revenue
increase
(decrease)

EBIT
increase
(decrease)

1SPæU MPTT 
before
tax

&RVJUZ
increase
(decrease)

304

32

18

253

EUR - 15 percent strengthening

0

-5

-3

238

GBP - 15 percent strengthening

554

-10

-9

417

BRL - 15 percent strengthening

263

13

6

213

Interest Rate Risk
#PSSPXJOHTJTTVFEBUWBSJBCMFSBUFTFYQPTFUIFDPNQBOZUPDBTIæPX
JOUFSFTUSBUFSJTL#PSSPXJOHTJTTVFEBUåYFESBUFTEPOPUBGGFDUQSPåU
and loss when held to maturity, as these borrowings are measured at
amortized cost.
"TUIFDPNQBOZIBTOPTJHOJåDBOUJOUFSFTUCFBSJOHPQFSBUJOHBTTFUT 
PQFSBUJOHJODPNFBOEPQFSBUJOHDBTIæPXBSFTVCTUBOUJBMMZJOEFQFOEFOU
of changes in market interest rates. At year-end, 50 percent of NOK
 NJMMJPOJOCPOETXBTåYFEGPSUIFEVSBUJPOPGUIFCPOETUISPVHI
interest rate swaps.
An increase of 100 basis points in interest rates during 2018 would have
JODSFBTFE EFDSFBTFE FRVJUZBOEQSPåUBOEMPTTCZUIFBNPVOUTTIPXO
on the table below. This analysis assumes that all other variables, in
particular foreign currency rates, remain constant.
Note 22 continues on next page
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Note 22 Financial Risk Management and Exposures cont.
Interest Rates Sensitivity
2018

2017

Income
(loss)
before tax

&RVJUZJODSFBTF
(decrease)1

Interest on cash and cash equivalents

25

Interest on borrowings

12

Amounts in NOK million

Effect of interest rate swap
$BTIçPXTFOTJUJWJUZ OFU

Income
(loss)
before tax

&RVJUZJODSFBTF
(decrease)1

0

18

0

37

-35

0

-30

0

14

9

6

37

-2

9

Measurement of Expected Credit Losses (ECLs)

 /PUJODMVEJOHUBYFGGFDUPOIFEHFSFTFSWFPSFGGFDUTUPFRVJUZUIBUGPMMPXEJSFDUMZGSPNUIFFGGFDUTUPQSPåUBOEMPTT

A decrease of 100 basis points in interest rates during 2018 would have had the equal but
opposite effect on the amounts, on the basis that all other variables remain constant.

Credit Risk
$SFEJUSJTLJTUIFSJTLPGåOBODJBMMPTTFTJGBDVTUPNFSPSDPVOUFSQBSUZUPåOBODJBM
SFDFJWBCMFTBOEåOBODJBMJOTUSVNFOUTGBJMTUPNFFUDPOUSBDUVBMPCMJHBUJPOT

Investment Securities and Derivatives
Investment securities and derivatives are only traded against approved banks and
governed by standard agreements (ISDA). All approved banks are participants in the
Aker Solutions loan syndicate and have investment grade ratings. Credit risk related to
JOWFTUNFOUTFDVSJUJFTBOEEFSJWBUJWFTJTUIFSFGPSFDPOTJEFSFEUPCFJOTJHOJåDBOU

Trade Receivables and Contract Assets
Assessment of credit risk related to customers and subcontractors is an important
requirement in the bid phase and throughout the contract period. Such assessments
are based on credit ratings, income statement and balance sheet reviews and using
credit assessment tools available (e.g. Dun & Bradstreet). Revenues are mainly related
to large and long-term projects closely followed up in terms of payments up front and in
accordance with agreed milestones. Normally, lack of payment is due to disagreements
related to project deliveries and is solved together with the customer.

Aker Solutions's major customers are highly rated oil companies where the credit risk is
considered to be limited. Risk related to lower rated companies is monitored closely. The
maximum exposure to credit risk at the reporting date equals the book value of each category
PGåOBODJBMBTTFUT5IFDPNQBOZEPFTOPUIPMEDPMMBUFSBMBTTFDVSJUZ

IFRS 9 implemented on January 1, 2018 introduced the expected credit loss (ECL)
NFUIPEGPSåOBODJBMBTTFUT5IFDPNQBOZDPOTJEFSTBåOBODJBMBTTFUUPCFJOEFGBVMU
when the borrower is unlikely to pay its credit obligation to the company in full. ECLs
are estimated probability-weighted net present value of future expected credit losses.
&$-TBSFEJTDPVOUFEBUUIFFGGFDUJWFJOUFSFTUSBUFPGUIFåOBODJBMBTTFU-PTTBMMPXBODFT
for trade receivables, contract assets and lease receivables are always measured at
an amount equal to lifetime ECLs. Twelve month ECLs are used for interest-bearing
SFDFJWBCMFTBOECBOLCBMBODFTGPSXIJDIDSFEJUSJTLIBTOPUJODSFBTFETJHOJåDBOUMZTJODF
initial recognition.
"UFBDISFQPSUJOHEBUF UIFDPNQBOZBTTFTTFTXIFUIFSBOZåOBODJBMBTTFUTBSFDSFEJU
JNQBJSFE&WJEFODFUIBUBåOBODJBMBTTFUJTDSFEJUJNQBJSFEJODMVEFTXIFOJOWPJDFEBSF
NPSFUIBOEBZTQBTUEVFXJUIPVUBHSFFEQPTUQPOFNFOU LOPXMFEHFPGTJHOJåDBOU
åOBODJBMEJGåDVMUZPGUIFDVTUPNFSPSEFCUPSPSPUIFSGPSXBSEMPPLJOHJOGPSNBUJPO5IF
HSPTTDBSSZJOHBNPVOUPGBåOBODJBMBTTFUJTXSJUUFOPGG FJUIFSQBSUJBMMZPSJOGVMM UPUIF
extent that there is no realistic prospect of recovery. This is generally the case when the
company determines that the debtor does not have assets or sources of income that
DPVMEHFOFSBUFTVGåDJFOUDBTIæPXTUPSFQBZUIFBNPVOUTTVCKFDUUPXSJUFPGG

Liquidity Risk
Liquidity risk is the risk that the company is unable to meet the obligations associated
XJUIJUTåOBODJBMMJBCJMJUJFT5IFDPNQBOZTBQQSPBDIUPNBOBHJOHMJRVJEJUZJTUPFOTVSF 
BTGBSBTQPTTJCMF UIBUJUXJMMBMXBZTIBWFTVGåDJFOUMJRVJEJUZSFTFSWFTUPNFFUJUT
liabilities when due.
1SVEFOUMJRVJEJUZSJTLNBOBHFNFOUJODMVEFTNBJOUBJOJOHTVGåDJFOUDBTI UIFBWBJMBCJMJUZ
of funding from an adequate amount of committed credit facilities and the ability to
close out market positions. Management monitors rolling weekly and monthly forecasts
PGUIFDPNQBOZnTMJRVJEJUZSFTFSWFPOUIFCBTJTPGFYQFDUFEDBTIæPX%VFUPUIF
EZOBNJDOBUVSFPGUIFVOEFSMZJOHCVTJOFTTFT DPSQPSBUFUSFBTVSZNBJOUBJOTæFYJCJMJUZJO
funding by maintaining availability under committed credit lines.
Note 22 continues on next page
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Note 22 Financial Risk Management and Exposures cont.

Financial Liabilities and the Period in Which They Mature

Price Risk

2018

5IFDPNQBOZJTFYQPTFEUPæVDUVBUJPOTJONBSLFUQSJDFTCPUIJOUIF
investment portfolio and in the operating businesses related to individual
contracts. The units are exposed to changes in market price for raw
materials, equipment and development in wages. This is managed in the
bid process by locking in committed prices from key vendors as basis for
offers to customers or through escalation clauses with customers.

Amounts in NOK million

Book
value

Total
DBTIçPX1

6 months
and less

6-12
months

1-2
years

2-5
years

More than
5 years

Borrowings

2,913

3,304

124

1,128

241

1,810

0

46

46

55

4

-13

0

0

/FUEFSJWBUJWFåOBODJBM
instruments
Trade and other payables
Total liabilities

7,741

7,741

7,490

244

0

7

0

Guarantees

10,700

11,091

7,669

1,377

229

1,817

0

The company has provided the following guarantees on behalf of wholly
PXOFETVCTJEJBSJFTBTPG%FDFNCFS BMMPCMJHBUJPOTBSFQFSEBUFPGJTTVF 

14,133

2,870

383

321

2,446

8,113

Financial guarantees



/POåOBODJBMQBSFOUDPNQBOZHVBSBOUFFTSFMBUFEUPQSPKFDU
performance on behalf of group companies

2017
Amounts in NOK million

Book
value

Total
DBTIçPX1

6 months
and less

6-12
months

1-2
years

2-5
years

More than
5 years



'JOBODJBMQBSFOUDPNQBOZJOEFNOJUZHVBSBOUFFTGPSGVMåMMNFOUPG
lease obligations, credits and loans were NOK 7.9 billion (NOK 6.2
billion in 2017)

Borrowings

3,114

3,376

173

486

2,444

272

1



183

183

163

2

18

0

0

7,304

7,304

7,302

0

2

0

0

Financial guarantees including counter guarantees for bank/surety
bonds and guarantees for pension obligations to employees were
NOK 6.2 billion (NOK 5.3 billion in 2017)

10,601

10,863

7,638

488

2,464

272

1

11,476

1,523

1,327

1,809

616

6,202

/FUEFSJWBUJWFåOBODJBM
instruments
Trade and other payables
Total liabilities

Financial guarantees
1) Nominal currency value including interest.

Cash Pool Arrangements
5IFDPNQBOZQPMJDZGPSUIFQVSQPTFPGPQUJNJ[JOHBWBJMBCJMJUZBOEæFYJCJMJUZPGDBTI
within the company is to operate centrally managed cash pooling arrangements. Such
arrangements are either organized with a bank as a service provider, or as a part of the
operation of corporate treasury. An important condition for the participants (business units)
in such cash pooling arrangements is that Aker Solutions as an owner of such pools is
åOBODJBMMZWJBCMFBOEJTBCMFUPQSPWFJUTDBQBCJMJUZUPTFSWJDFJUTPCMJHBUJPOTDPODFSOJOH
repayment of any net deposits made by business units. The company policy is not applied
in countries where local laws prohibit international cash pool arrangements, such as Brazil,
Angola and India.

Guarantee on Behalf of Akastor
Aker Solutions was demerged from Akastor in 2014, and parties in a
demerger have joint liability according to Norwegian law. If an obligation
that arose prior to the completion of the demerger is not met by either
party, the other party will have secondary joint liability for such obligation.
This statutory liability is unlimited in time, but is limited in amount. The
SFNBJOJOHWBMVFPGUIFåOBODJBMHVBSBOUFFTXIFSF"LFS4PMVUJPOTIBT
a secondary joint liability was NOK 3.6 billion per December 31, 2018
compared to NOK 4.1 billion per December 31, 2017.
See note 14 for more information about trade and other receivables
See note 15 for more information about cash and available credit facility
See note 17 for more information about borrowings
See note 21 for more information about trade and other payables
See note 24 for more information about derivatives
See note 25ÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 23 Capital Management
The objective of Aker Solutions' capital management policy is to optimize the capital
Z[Y\J[\YL[VLUZ\YLZ\ɉJPLU[HUK[PTLS`M\UKPUNV]LY[PTL[VÄUHUJLP[ZHJ[P]P[PLZ
at the lowest cost, in addition to investing in projects and businesses which will
increase the company's return on capital employed over time.

Investment Policy
Aker Solutions’ capital management is based on a rigorous investment selection process
which considers not only Aker Solutions’ weighted average cost of capital and strategic
orientation, but also external factors such as market expectations and extrinsic risk
factors. This selection process is coupled with a centralized approval process for all
capital expenditures to be incurred by the group.

Funding Policy

"LFS4PMVUJPOTBJNTUPIBWFEJWFSTJåFENJYPGGVOEJOHTPVSDFTJOPSEFS
UPPCUBJOBOPQUJNBMDPTUPGDBQJUBM5IFTFGVOEJOHTPVSDFTJODMVEF


the use of banks based on syndicated credit facilities or bilateral
agreements



the issue of debt instruments in the Norwegian capital market



the issue of debt instruments in foreign capital markets

Debt Covenants
As per end of 2018, the capital structure of Aker Solutions was
14 percent from bank and export credit agency (ECA) debt and 86
percent from bonds issued in the Norwegian market. The group monitors
capital on the basis of gearing and interest coverage ratios. The reported
ratios are well within the requirements in the loan agreements as shown
in the table below.
"LFS4PMVUJPOTIBTUIFGPMMPXJOHEFCUDPWFOBOUTGPSUIFSFWPMWJOHGBDJMJUZ

Liquidity Planning
Aker Solutions has a strong focus on its liquidity in order to meet its working capital needs
TIPSUUFSNBOEUPFOTVSFTPMWFODZGPSJUTåOBODJBMPCMJHBUJPOTMPOHUFSN5IFHSPVQnT
internal guideline is to have a minimum liquidity reserve of NOK 3 billion, including cash
and undrawn committed credit facilities. As per December 31, 2018 this liquidity reserve
amounted to NOK 7.5 billion and was composed of an undrawn committed credit facility
and bank deposits.



The company’s gearing ratio shall not exceed 3.5, calculated from the
net debt to the adjusted EBITDA.



The company’s interest coverage ratio shall not be less than 3.5,
DBMDVMBUFEGSPNUIFBEKVTUFE&#*5%"UPOFUåOBODFDPTU

Funding of Operations



/0,CPOEMPBOUIFDPNQBOZnTHFBSJOHSBUJPTIBMMOPUFYDFFE
4.0, calculated from the gross interest bearing debt to the adjusted
EBITDA.



/0,CPOEMPBOUIFDPNQBOZnTJOUFSFTUDPWFSBHFSBUJPTIBMMOPU
CFMFTTUIBODBMDVMBUFEGSPNUIFBEKVTUFE&#*5%"UPOFUåOBODF
cost.

Aker Solutions’ group funding policy states that all operating units will be funded through
corporate treasury. This ensures optimal availability and transfer of cash within the group,
better control of the group's overall debt as well as discounted funding for its operations.
The group policy is not applied in countries where local laws prohibit international cash
pool arrangements, such as Brazil, Angola and India.
"LFS4PMVUJPOTFNQIBTJ[FTåOBODJBMæFYJCJMJUZBOETUFFSTJUTDBQJUBMTUSVDUVSFBDDPSEJOHMZ
UPFOTVSFBCBMBODFCFUXFFOMJRVJEJUZSJTLBOESFåOBODJOHSJTL*OUIJTQFSTQFDUJWF MPBOT
and other external borrowings are to be renegotiated well in advance of their due date.

"LFS4PMVUJPOTIBTUIFGPMMPXJOHEFCUDPWFOBOUTGPSUIFCPOET

5IFTFHVJEFMJOFTBJNUPNBJOUBJOBTUSPOHåOBODJBMQPTJUJPOGPS"LFS
Solutions, which enables the company to comply with its covenants on
existing debt and to maintain satisfactory external credit rating to ensure
reliable access to capital over time.
Note 23 continues on next page
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Note 23 Capital Management cont.

Gearing and Interest Coverage Ratios at December 31
2018

2017

Non-current interest-bearing debt

1,788

2,576

Current interest-bearing debt

1,125

539

Amounts in NOK million

Gearing ratios

Gross interest-bearing debt
Cash and cash equivalent
Net debt
EBITDA (Operating income before depreciation, amortization and impairment)
3FTUSVDUVSJOHBOEPUIFSTQFDJBMJUFNTBTEFåOFEJOUIFMPBOBHSFFNFOU

2,913

3,114

-2,473

-1,978

440

1,137

1,810

1,519

39

88

1,850

1,607

Gross interest-bearing debt/adjusted EBITDA

1.6

1.9

Net debt/adjusted EBITDA

0.2

0.7

Adjusted EBITDA

Interest coverage
Adjusted EBITDA

1,850

1,607

/FUJOUFSFTUFYQFOTFBTEFåOFEJOUIFMPBOBHSFFNFOU

198

218

"EKVTUFE&#*5%"/FUæOBODFDPTU

9.4

7.4

See note 17 for more information about borrowings
See note 22 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖRISKÖMANAGEMENT
See note 24 for more information about interest rate derivatives
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 24 Derivative Financial Instruments
;OLJVTWHU`OHZM\[\YLJHZOÅV^Z[VILZL[[SLKPUMVYLPNUJ\YYLUJPLZHUKMVY^HYK
contracts are the most commonly used derivative to hedge such exposures. The
company's risk management policy states that all foreign exchange exposure shall
be hedged, of which at least 80 percent shall qualify for hedge accounting or be
hedges of separated embedded derivatives. The company also has interest rate
exposure from its external funding. Interest rate swaps are used to achieve the risk
THUHNLTLU[Z[YH[LN`VMOH]PUNWLYJLU[H[Ä_LKPU[LYLZ[YH[LZ

The company designates the full forward foreign exchange contracts to
IFEHFJUTDVSSFODZSJTLBOEBQQMJFTBIFEHFSBUJPPG5IFDPNQBOZnT
policy is for the critical terms, such as currency pair, amount and timing,
of the forward exchange contracts to align with the hedged item.
The company determines the existence of an economic relationship
between the hedging instrument and hedged item based on matching
DSJUJDBMUFSNTPGUIFJSSFTQFDUJWFDBTIæPXT*OBEEJUJPO UIFDPNQBOZ
assesses whether the derivative designated in each hedging relationship
is expected to be, and has been, effective in offsetting changes in cash
æPXTPGUIFIFEHFEJUFNCZUIFIZQPUIFUJDBMEFSJWBUJWFNFUIPE*OUIFTF
IFEHFSFMBUJPOTIJQT UIFNBJOTPVSDFTPGJOFGGFDUJWFOFTTBSF

Financial Reporting Principles



any sequential change of timing of the hedged item;

*HZOÅV^/LKNLZVM-VYLPNU*\YYLUJ`



change in the total amount of the hedge item; and

Forward contracts are the most commonly used derivative to hedge foreign currency
exposure. In addition currency options are sometimes used to hedge uncertain exposures.
In case of changes in the expected maturity dates, currencies or amounts of the hedged
items corresponding derivatives are routinely adjusted (pre-matured or rolled over), usually
by means of currency swaps.



TJHOJåDBOUDIBOHFJOUIFDPVOUFSQBSUZTBOEUIFDPNQBOZTPXO
credit risk

5IFIFEHFEUSBOTBDUJPOTJOGPSFJHODVSSFODZTVCKFDUUPDBTIæPXIFEHFBDDPVOUJOHBSF
highly probable future transactions expected to occur at various dates during the next
POFUPGPVSZFBST EFQFOEJOHPOQSPHSFTTJOUIFQSPKFDUTBOEåSNDPNNJUNFOUT5IF
derivatives are recognized initially and subsequently at fair value in the balance sheet,
and the effective portion of changes in the fair value is recognized in other comprehensive
income as a hedge reserve.

The company does not designate any net positions in a hedging
relationship. Some hedged transactions are not accounted for by
applying hedge accounting, primarily because internal hedged
transactions are grouped and netted before external hedge transactions
are established. Changes in the fair value of derivatives will be reported
BTåOBODJBMJODPNFPSFYQFOTFT3FNBJOJOHEFSJWBUJWFTOPUBQQMZJOH
hedge accounting include derivatives used by corporate treasury
to hedge the residual exposure of the company as part of its risk
mandate. As of December 31, 2018, these hedging instruments only
include currency forwards, currency options, interest swaps and foreign
exchange swaps.
)FEHFBDDPVOUJOHJTEJTDPOUJOVFEXJUIJNNFEJBUFSFDPHOJUJPOJOåOBODF
income and expenses in the income statement when the hedge no
MPOHFSRVBMJåFTGPSIFEHFBDDPVOUJOH GPSFYBNQMFVQPOTBMF FYQJSBUJPO 
termination or when a forecasted transaction is no longer probable.
5IFEFSJWBUJWFåOBODJBMJOTUSVNFOUTBSFDMBTTJåFEBTDVSSFOUBTTFUTPS
liabilities as they are part of the operating cycle.
Note 24 continues on next page
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Note 24 Derivative Financial Instruments cont.
Foreign Currency as Embedded Derivatives
Embedded derivatives may exist in contracts with a currency other than the currency of
the contracting partners. The embedded derivative will under certain circumstances be
separated and recognized at fair value in the balance sheet and changes recognized in
the income statement. These entries will result in corresponding and opposite effects
compared to the hedging instrument. Aker Solutions applies the following separation
DSJUFSJBGPSFNCFEEFEEFSJWBUJWFT5IFFNCFEEFEEFSJWBUJWFOFFETUPCFTFQBSBUFEJGUIF
agreed payment is in a currency different from any of the major contract parties' own
functional currency, or that the contract currency is not considered to be commonly used
GPSUIFSFMFWBOUFDPOPNJDFOWJSPONFOUEFåOFEBTUIFDPVOUSJFTJOWPMWFEJOUIFDSPTT
border transaction.

*HZOÅV^/LKNLZVM0U[LYLZ[9H[LZ
The company’s interest exposure mainly arises from external funding in bank and debt
DBQJUBMNBSLFUT.PTUPGUIFFYUFSOBMEFCUJO"LFS4PMVUJPOTJTBUæPBUJOHJOUFSFTUSBUFT
The company’s risk management strategy is that 30-50% of the interest exposure shall be
åYFEJOUFSFTUSBUFGPSUIFEVSBUJPOPGUIFEFCU5IFDPNQBOZVTFTJOUFSFTUSBUFTXBQTUP
BDIJFWFUIFEFTJSFEåYFEæPBUJOHSBUJPPGUIFFYUFSOBMEFCU
)FEHFBDDPVOUJOHJTBQQMJFEVTJOHUIFDBTIæPXNPEFMGPSJOUFSFTUSBUFTXBQTXIJDI
NFBOTUIBUHBJOTBOEMPTTFTGSPNæPBUJOHUPåYFEJOUFSFTUSBUFTBTPG%FDFNCFS 
are recognized in the hedging reserve in equity and will be continuously released to the
income statement until the bank borrowings are repaid. This is done based on the periodic
market-to-market revaluation of the interest rate swaps whose fair value tends to reach
zero upon maturity.
Note 24 continues on next page

75

MENU

AKER SOLUTIONS ANNUAL REPORT 2018 CONSOLIDATED FINANCIAL STATEMENTS

Note 24 Derivative Financial Instruments cont.

Fair Values and Maturity
5IFGPMMPXJOHUBCMFQSFTFOUTUIFGBJSWBMVFPGUIFEFSJWBUJWFTBOEBNBUVSJUZBOBMZTJTPGUIFEFSJWBUJWFTVOEJTDPVOUFEDBTIæPXT(JWFO"LFS4PMVUJPOTIFEHJOHQPMJDZBOEUIF
BTTVNQUJPOUIBUQSPKFDUTBSFDBTIOFVUSBM UIJTUBCMFBMTPJOEJDBUFTXIFOUIFDBTIæPXTSFMBUFEUPQSPKFDUFYQFOTFTBSFFYQFDUFEUPJNQBDUQSPåUBOEMPTT5IFNBKPSJUZPGQSPKFDU
SFWFOVFTBSFSFDPHOJ[FEPWFSUJNFBDDPSEJOHUPUIFQSPHSFTTPGUIFQSPKFDU5IJTNBZSFTVMUJOEJGGFSFODFTCFUXFFODBTIæPXBOESFWFOVFSFDPHOJUJPO
2018
Instruments at fair value1

Amounts in NOK million

6 months or less

6-12 months

1-2 years

2-5 years

Over 5 years

Assets
$BTIæPXIFEHJOHJOTUSVNFOUT

132

80

36

13

2

0

Fair value adjustments to hedged instruments

-30

-22

-4

-3

-1

0

Embedded derivatives in ordinary commercial contracts

58

39

9

7

3

0

Financial instruments not hedge accounted

58

51

4

2

2

0

218

148

45

18

6

0

-234

-177

-30

-26

-1

0

123

116

4

3

0

0

5PUBMæOBODJBMJOTUSVNFOUBTTFUT

Liabilities
$BTIæPXIFEHJOHJOTUSVNFOUT
2

Fair value adjustments to hedged instruments

Embedded derivatives in ordinary commercial contracts

-8

-3

-1

-2

-2

0

Financial instruments not hedge accounted

-44

-29

-6

-7

-3

0

Total forward foreign exchange contracts

-163

-93

-33

-32

-6

0

$BTIæPXIFEHFTJOUFSFTUSBUFJOTUSVNFOUT
5PUBMæOBODJBMJOTUSVNFOUMJBCJMJUJFT

/FUæOBODJBMJOTUSVNFOUT

-9

0

-8

0

-1

0

-172

-93

-41

-32

-7

0

46

55

4

-13

0

0

 $BTIæPXTGSPNNBUVSFEEFSJWBUJWFTBSFUSBOTMBUFEUP/0,VTJOHUIFFYDIBOHFSBUFTPOUIFCBMBODFTIFFUEBUF 





 'BJSWBMVFPGTFUUMFEEFSJWBUJWFTOPUZFUCPPLFEJOUIFJODPNFTUBUFNFOUBSFSFDPHOJ[FEJOCBMBODFTIFFUBOEXJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBSTBTUIFQSPKFDUTQSPHSFTT













Note 24 continues on next page
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Note 24 Derivative Financial Instruments cont.
2017
Instruments at fair value

6 months or less

$BTIæPXIFEHFT

182

171

5

6

0

0

Fair value adjustments to hedged assets2

-17

-20

5

-2

0

0

0

0

0

0

0

0

Amounts in NOK million

6-12 months

1-2 years

2-5 years

Over 5 years

Assets

Embedded derivatives in ordinary commercial contracts
Financial instruments not hedge accounted
5PUBMæOBODJBMJOTUSVNFOUBTTFUT

60

52

5

2

0

0

226

203

15

6

0

0

-145

-126

-13

-5

-1

0

-20

-24

2

2

0

0

Liabilities
$BTIæPXIFEHFT
Fair value adjustments to hedged liabilities2
Embedded derivatives in ordinary commercial contracts

-179

-172

-1

-5

0

0

Financial instruments not hedge accounted

-49

-44

-5

0

0

0

Total forward foreign exchange contracts

-393

-366

-17

-9

-1

0

-16

0

0

-16

0

0

5PUBMæOBODJBMJOTUSVNFOUMJBCJMJUJFT

-408

-366

-17

-24

-1

0

/FUæOBODJBMJOTUSVNFOUT

-183

-163

-2

-18

0

0

$BTIæPXIFEHFTJOUFSFTUSBUFJOTUSVNFOUT

 $BTIæPXTGSPNNBUVSFEEFSJWBUJWFTBSFUSBOTMBUFEUP/0,VTJOHUIFFYDIBOHFSBUFTPOUIFCBMBODFTIFFUEBUF 





 'BJSWBMVFPGTFUUMFEEFSJWBUJWFTOPUZFUCPPLFEJOUIFJODPNFTUBUFNFOUBSFSFDPHOJ[FEJOCBMBODFTIFFUBOEXJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBSTBTUIFQSPKFDUTQSPHSFTT
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Note 24 Derivative Financial Instruments cont.

Unsettled Hedges

Hedge Reserve Movement

5IFUBCMFCFMPXTIPXTUIFVOTFUUMFEDBTIæPXIFEHFTJNQBDUPOQSPåUBOEMPTTBOEFRVJUZ OPU
adjusted for tax).

The table below shows the movement in the hedge reserve from
DIBOHFTJOUIFDBTIæPXIFEHFT

2018

Amounts in NOK million

Forward exchange
DPOUSBDUT DBTIæPX
hedges)
Interest rate swaps
Total

Fair value of
all hedging
instruments

2017

Recognized
Deferred
JOQSPæU
JOFRVJUZ
and loss (the hedge
reserve)

Fair value of
all hedging
instruments

Amounts in NOK million

Recognized
Deferred
JOQSPæUBOE
JOFRVJUZ
loss (the hedge
reserve)

-102

-101

-1

38

39

-2

-9

0

-9

-16

0

-16

-112

-101

-10

22

39

-17

Hedge reserve

Balance as of January 1, 2018 under IAS 39

-184

Adjustment on initial application of IFRS 9

168

Balance as of January 1, 2018 under IFRS 9

-16

$IBOHFTJOGBJSWBMVF
Forward currency contracts
Interest rate swaps

-132
6

"NPVOUSFDMBTTJåFEUPQSPåUPSMPTT

The purpose of the hedging instrument is to secure a situation where the hedged item and the
IFEHJOHJOTUSVNFOUUPHFUIFSSFQSFTFOUBQSFEFUFSNJOFEWBMVFJOEFQFOEFOUPGæVDUVBUJPOTPG
exchange rates. Revenue and expenses on the underlying customer contracts are recognized in the
income statement in accordance with progress. Consequently, negative NOK 101 million (NOK 39
million in 2017) of the value of the forward contracts have already impacted the income statement
indirectly as revenues and expenses are recognized based on updated forecasts and progress. The
negative NOK 1 million (negative NOK 2 million in 2017) that are currently recorded directly in the
IFEHJOHSFTFSWF XJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBST
The value of the interest swaps is attributable to changes in the interest swap curve for Norwegian
Kroner during the period from inception of the hedge to the balance sheet date, excluding accrued
interest rates of the swaps, tax and deferred settlements related to matured instruments.

Forward currency contracts
Interest rate swaps

134
3

Tax on movements on reserves during the year

-2

Balance at December 31, 2018

-8

Interest Rate Swaps
Aker Solutions currently has two outstanding bonds. For the bond
PG/0, NJMMJPOBUæPBUJOHJOUFSFTUSBUFTNBUVSJOH0DUPCFS 
 /0,NJMMJPOIBTCFFOTXBQQFEUPåYFEJOUFSFTUSBUF
'PSUIFCPOEPG/0, BUæPBUJOHJOUFSFTUSBUFTNBUVSJOH+VMZ
  /0,NJMMJPOIBTCFFOTXBQQFEUPåYFEJOUFSFTU
rate. Floating interest rates are tied to inter-bank offered rates
(NIBOR for NOK).
See note 17 for more information about borrowings
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 25 Financial Assets and Liabilities
Financial assets and liabilities in the group consist of investments in other
companies, trade and other receivables, cash and cash equivalents, trade and
V[OLYWH`HISLZIVYYV^PUNZHUKLX\P[`;OLUL^HJJV\U[PUNZ[HUKHYKMVYÄUHUJPHS
instruments (IFRS 9) was implemented as of January 1, 2018. The new standard
PUJS\KLZYL]PZLKN\PKHUJLVUJSHZZPÄJH[PVUHUKTLHZ\YLTLU[VMÄUHUJPHS
instruments, a new expected credit loss model for calculating impairment on
ÄUHUJPHSHZZL[ZHUKUL^NLULYHSOLKNLHJJV\U[PUNYLX\PYLTLU[Z

Financial Reporting Principles
IFRS 9 Financial Instruments implemented on January 1, 2018 replaced IAS 39 Financial
Instruments Recognition and Measurement. IFRS 9 largely retains the requirements in IAS
GPSUIFDMBTTJåDBUJPOBOENFBTVSFNFOUPGåOBODJBMMJBCJMJUJFT)PXFWFS UIFTUBOEBSE
DPOUBJOTBOFXDMBTTJåDBUJPOBOENFBTVSFNFOUBQQSPBDIGPSåOBODJBMBTTFUTUIBUSFæFDUT
UIFCVTJOFTTNPEFMJOXIJDIBTTFUTBSFNBOBHFEBOEUIFJSDBTIæPXDIBSBDUFSJTUJDT5IF
GPMMPXJOHåOBODJBMSFQPSUJOHQPMJDJFTBQQMZUPJOJUJBMBOETVCTFRVFOUNFBTVSFNFOUGSPN
+BOVBSZ 

Financial assets at
amortized cost

5IFTFåOBODJBMBTTFUTBSFJOJUJBMMZSFDPHOJ[FEBUGBJSWBMVFQMVTBUUSJCVUBCMF
transaction costs, except for trade and other receivables that are measured at the
transaction price. The assets are subsequently measured at amortized cost using
the effective interest method. The amortized cost is reduced by impairment losses.
Interest income, foreign exchange effects and gains or losses from derecognition is
recognized in the income statement.

Financial assets at
'751-
(fair value through
QSPåUBOEMPTT

5IFTFåOBODJBMBTTFUTBSFJOJUJBMMZBOETVCTFRVFOUMZNFBTVSFEBUGBJSWBMVF/FU
HBJOTBOEMPTTFT JODMVEJOHBOZJOUFSFTUPSEJWJEFOEJODPNF BSFSFDPHOJ[FEJOQSPåU
or loss.

Equity investments
BU'70$*
(fair value over
other comprehensive income)

5IFTFåOBODJBMBTTFUTBSFJOJUJBMMZBOETVCTFRVFOUMZNFBTVSFEBUGBJSWBMVF
Dividends are recognized as income in the income statement unless the dividend
clearly represents a recovery of part of the cost of the investment. Other net gains
BOEMPTTFTBSFSFDPHOJ[FEJO0$*BOEBSFOFWFSSFDMBTTJåFEUPQSPåUPSMPTT

*SHZZPÄJH[PVUHUK4LHZ\YLTLU[VM-PUHUJPHS(ZZL[Z
and Financial Liabilities
5IFUBCMFCFMPXTIPXTUIFåOBODJBMBTTFUTJOUIFHSPVQBOEIPXUIFZBSFDMBTTJåFE
VOEFS*"4BOE*'34BUUIFEBUFPGUSBOTJUJPO +BOVBSZ  

Amounts in NOK million

Other investments
Non-current receivables
Trade and other receivables
Forward foreign exchange
contract
Current interest-bearing
receivables
Current interest-bearing
receivables
Cash and cash equivalents
Total

Original
DMBTTJæDBUJPO
under IAS 39

Available
for sale
Loans and
receivables
Loans and
receivables
Fair value hedging
instruments
Financial assts
BU'751Loans and
receivables
Loans and
receivables

New
DMBTTJæDBUJPO
under IFRS 9

Equity
investments
BU'70$*
Financial assets at
amortized cost
Financial assets at
amortized cost
Fair value - hedging instruments
Financial
BTTFUTBU'751Financial assets at
amortized cost
Financial assets at
amortized cost

Original
carrying
amount
under IAS 39

New
carrying
amount
under
IFRS 9

91

95

106

106

3,052

3,051

226

458

69

69

59

59

1,978

1,978

5,581

5,816

Note 25 continues on next page
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Hedge Accounting
The foreign currency exchange contracts and interest rate swaps in place as of December
 RVBMJåFEBTDBTIæPXIFEHFTVOEFS*'345IFDPNQBOZTSJTLNBOBHFNFOU
strategies and hedge documentation are aligned with the requirements of IFRS 9 and
these relationships are therefore treated as continuing hedges.
$BTIæPXIFEHFTBTTPDJBUFEXJUIGPSFDBTUUSBOTBDUJPOTUIBUTVCTFRVFOUMZSFTVMUTJO
SFDPHOJUJPOPGBOPOåOBODJBMBTTFUPSMJBCJMJUZJTUSFBUFEEJGGFSFOUMZVOEFS*'34BOE*"4
6OEFS*"4 UIFBNPVOUTBDDVNVMBUFEJOUIFDBTIæPXIFEHFSFTFSWFJOFRVJUZBSF
SFDMBTTJåFEUPUIFJODPNFTUBUFNFOUJOUIFTBNFQFSJPEBTUIFIFEHFEUSBOTBDUJPOJT
settled. Under IFRS 9, it is required to adjust the initial cost or other carrying amount of
UIFOPOåOBODJBMBTTFUPSUIFOPOåOBODJBMMJBCJMJUZ0OUIFEBUFPGUSBOTJUJPOUP*'34 UIF
DPNQBOZIBTNPWFEUIFBNPVOUBDDVNVMBUFEJOUIFDBTIæPXIFEHFSFTFSWFGPSUIPTF
IFEHFTUPUIFDBSSZJOHBNPVOUPGUIFDPSSFTQPOEJOHOPOåOBODJBMBTTFUPSOPOåOBODJBM
liability.

The Fair Value Hierarchy
5IFGPMMPXJOHUBCMFTIPXTUIFDBSSZJOHBNPVOUTBOEGBJSWBMVFTPGåOBODJBMBTTFUTBOE
åOBODJBMMJBCJMJUJFT JODMVEJOHUIFJSMFWFMTJOUIFGBJSWBMVFIJFSBSDIZ*UEPFTOPUJODMVEFGBJS
WBMVFJOGPSNBUJPOGPSåOBODJBMBTTFUTBOEåOBODJBMMJBCJMJUJFTOPUNFBTVSFEBUGBJSWBMVFJG
the carrying amount is a reasonable approximation of fair value.
'PSåOBODJBMJOTUSVNFOUTNFBTVSFEBUGBJSWBMVF UIFMFWFMTJOUIFGBJSWBMVFIJFSBSDIZBSF


-FWFM'BJSWBMVFTBSFCBTFEPOQSJDFTRVPUFEJOBOBDUJWFNBSLFUGPSJEFOUJDBMBTTFUT
or liabilities.



-FWFM'BJSWBMVFTBSFCBTFEPOQSJDFJOQVUPUIFSUIBORVPUFEQSJDFT4VDIQSJDFTBSF
derived from observable market transactions in an active market for identical assets or
liabilities. Level 2 includes currency or interest derivatives and interest bonds, typically
when the group uses forward prices on foreign exchange rates or interest rates as
inputs to valuation models.



-FWFM'BJSWBMVFTBSFCBTFEPOVOPCTFSWBCMFJOQVU NBJOMZCBTFEPOJOUFSOBM
assumptions used in the absence of quoted prices from an active market or other
observable price inputs.
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Note 25 Financial Assets and Liabilities cont.

Financial Instruments as of December 31, 2018
Carrying value
Amounts in NOK million

Fair value - hedging
instruments

Financial assets
at FVTPL1

Fair value

Amortized
cost

&RVJUZJOvestments
at FVOCI1

Financial liabilities at
FVTPL1

0UIFSæOBODJBM
liabilities

Total

Other investments2

0

0

0

79

0

0

79

Non-current receivables

0

0

84

0

0

0

84

Trade and other receivables

0

0

3,328

0

0

0

3,328

Forward foreign exchange contracts

218

0

0

0

0

0

218

Current interest-bearing receivables

0

25

21

0

0

0

47

Cash and cash equivalents

Level 1

Level 3

Total

79

79

218

218

25

0

0

2,473

0

0

0

2,473

218

25

5,906

79

0

0

6,228

25

Non-current borrowings3

0

0

0

0

0

-1,788

-1,788

Financial assets

Level 2

25

218

79

322

-1,515

-291

-1,806

-10

-10

-1,014

-114

-1,128

-34

-34

Other non-current liabilities

0

0

0

0

0

-10

-10

Current borrowings3

0

0

0

0

0

-1,125

-1,125

Deferred consideration4

0

0

0

0

-34

0

-34

Trade and other payables5

0

0

0

0

0

-3,913

-3,913

-163

0

0

0

0

0

-163

-163

-163

-9

0

0

0

0

0

-9

-9

-9

-172

0

0

0

-34

-6,836

-7,042

Forward foreign exchange contracts
Interest rate instruments
Financial liabilities

-2,529

-172

-449

-3,150

 '751-JTTIPSUGPSGBJSWBMVFUISPVHIQSPåUBOEMPTT '70$*JTTIPSUGPSGBJSWBMVFUISPVHIPUIFSDPNQSFIFOTJWFJODPNF
 *OWFTUNFOUTJOMFWFMDPOTJTUPGMJTUFETIBSFEXJUIRVPUFENBSLFUQSJDFT BOEJOWFTUNFOUTJOMFWFMBSFTIBSFTXIFSFGBJSWBMVFDBOOPUCFNFBTVSFESFMJBCMZBTUIFåOBODJBMJOTUSVNFOUJTOPUUSBEFEJOBOBDUJWFNBSLFU5IFCFTUFTUJNBUFPGGBJSWBMVFJTJOJUJBM
purchase price.
3) Fair value is quoted prices for the bonds noted on the Oslo Stock Exchange.
 'BJSWBMVFJTCBTFEPOOFUQSFTFOUWBMVFPGFTUJNBUFEGVUVSFQSPåUTPGBTVCTJEJBSZ5IFSFJTOPMJNJUUPUIFNBYJNVNQPUFOUJBMQBZPVU
 5SBEFBOEPUIFSQBZBCMFTUIBUBSFOPUåOBODJBMMJBCJMJUJFTBUOFHBUJWF/0, NJMMJPOJOBSFOPUJODMVEFE

Note 25 continues on next page
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Note 25 Financial Assets and Liabilities cont.

Financial Instruments as of December 31, 2017
Carrying value

Fair value

Fair value - hedging
instruments

Financial assets
at FVTPL1

Loans and
receivables

Available
for sale

Financial liabilities at
FVTPL1

0UIFSæOBODJBM
liabilities

Total

Level 1

Other investments2

0

0

0

91

0

0

91

43

Non-current receivables

0

0

106

0

0

0

106

Amounts in NOK million

Trade and other receivables

0

0

3,052

0

0

0

3,052

226

0

0

0

0

0

226

Current interest-bearing receivables

0

69

59

0

0

0

128

Cash and cash equivalents

0

0

1,978

0

0

0

1,978

226

69

5,194

91

0

0

5,579

112

Non-current borrowings3

0

0

0

0

0

-2,576

-2,576

-1,040

Forward foreign exchange contract

Financial assets

Level 2

Level 3

Total

48

91

226

226

69

69

226

48

385

-1,568

-2,608

Other non-current liabilities

0

0

0

0

0

-9

-9

-9

-9

Current borrowings3

0

0

0

0

0

-539

-539

-539

-539

Deferred consideration4

0

0

0

0

-74

0

-74

-74

-74

Trade and other payables5

0

0

0

0

0

-4,951

-4,951

-393

0

0

0

0

0

-393

-393

-393

-16

0

0

0

0

0

-16

-16

-16

-408

0

0

0

-74

-8,074

-8,557

Forward foreign exchange contracts
Interest rate instruments
Financial liabilities

-1,040

-408

-2,189

-3,637

 '751-JTTIPSUGPSGBJSWBMVFUISPVHIQSPåUBOEMPTT
 "MMBWBJMBCMFGPSTBMFJOWFTUNFOUTBSFEFTJHOBUFEBTTVDIVQPOJOJUJBMSFDPHOJUJPO*OWFTUNFOUTJOMFWFMDPOTJTUPGMJTUFETIBSFEXJUIRVPUFENBSLFUQSJDFT BOEJOWFTUNFOUTJOMFWFMBSFTIBSFTXIFSFGBJSWBMVFDBOOPUCFNFBTVSFESFMJBCMZBTUIFåOBODJBMJOTUSVNFOUJTOPU
traded in an active market. The best estimate of fair value is initial purchase price.
3) Fair value is quoted prices for the bonds noted on the Oslo Stock Exchange.
 'BJSWBMVFJTCBTFEPOOFUQSFTFOUWBMVFPGFTUJNBUFEGVUVSFQSPåUTPGBTVCTJEJBSZ5IFSFJTOPMJNJUUPUIFNBYJNVNQPUFOUJBMQBZPVU
 5SBEFBOEPUIFSQBZBCMFTUIBUBSFOPUåOBODJBMMJBCJMJUJFTBUOFHBUJWF/0, NJMMJPOJOBSFOPUJODMVEFE

Note 25 continues on next page
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Note 25 Financial Assets and Liabilities cont.

,ɈLJ[VM;YHUZP[PVUPUN[V0-9: 
5IFDPNQBOZIBTBQQMJFEBNPEJåFESFTUSPTQFDUJWFJNQMFNFOUBUJPONFUIPE XJUIUIF
cumulative impact recognized in retained earnings as of January 1, 2018. Comparative
åHVSFTGPSBSFOPUSFTUBUFE5IFJNQBDUPGUSBOTJUJPOUP*'34POUIFHSPVQTSFUBJOFE
earnings as of January 1, 2018 is summarized below.
IFRS 9 Financial Instruments was adopted on January 1, 2018. The standard supersedes
*"4'JOBODJBM*OTUSVNFOUT3FDPHOJUJPOBOE.FBTVSFNFOUBOEBEESFTTFTDMBTTJåDBUJPO
BOENFBTVSFNFOUTPGåOBODJBMJOTUSVNFOUT JNQBJSNFOUPGåOBODJBMBTTFUTBOEIFEHF
accounting. The company has implemented the standard with the cumulative impact
recognized in retained earnings as of January 1, 2018 and no restatement of comparative
åHVSFT5IFNBJODIBOHFTBSFEFTDSJCFECFMPX


The group's risk management strategies and hedge documentation are aligned with
the requirements of IFRS 9 and all hedge relationships at December 31, 2017 are
UIFSFGPSFDPOUJOVFE'PSDBTIæPXIFEHFTBTTPDJBUFEXJUIGPSFDBTUFEUSBOTBDUJPOTUIBU
subsequently result in recognition of contract asset or liability, the gains and losses
previously recognized in OCI are included in the carrying amount of the contract asset
PSMJBCJMJUZ5IJTSFTVMUFEJOBOJODSFBTFPGEFSJWBUJWFåOBODJBMJOTUSVNFOUT BTTFUT BOE
an increase of equity of NOK 232 million excluding tax.



&RVJUZJOWFTUNFOUTPG/0,NJMMJPOQSFWJPVTMZDMBTTJåFEBTBWBJMBCMFGPSTBMFXFSF
SFDMBTTJåFEUPGBJSWBMVFUISPVHIPUIFSDPNQSFIFOTJWFJODPNF '70$* BTPG+BOVBSZ
1, 2018. Equity securities in unlisted companies previously measured at cost were revalued at fair value, resulting in an increase of value and equity of NOK 4 million upon
transition.



The company applies the expected credit loss (ECL) method for its trade receivables
and contracts assets, which resulted in an increase of loss allowance (with
corresponding decrease of equity) of NOK 1 million upon transition.

Amounts in NOK million

3FDMBTTJåDBUJPOPGIFEHFSFTFSWF

January 1, 2018
232

Other investments re-measured at fair value

4

Increased impairment losses on receivables

-1

Tax effects

-54

5PUBMFGGFDUGSPNJNQMFNFOUJOH*'34POFRVJUZ

181

See note 14 for more information about trade and other receivables
See note 17 for more information about borrowings
See note 21 for more information about trade and other payables
See note 22GPSNPSFJOGPSNBUJPOBCPVUåOBODJBMSJTLNBOBHFNFOU
See note 24 for more information about derivatives
See note 27 for more information about other investments

Net of tax, the effect from implementing IFRS 9 was an increase of equity
of NOK 181 million as of January 1, 2018.
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Note 26 Subsidiaries

Company
Aker Solutions Enterprises, LDA
Aker Solutions Pty Ltd

Financial Reporting Principles
The consolidated statements include all entities controlled by
Aker Solutions ASA. Control exists when the company has the
QPXFS EJSFDUMZPSJOEJSFDUMZ UPHPWFSOUIFåOBODJBMBOEPQFSBUJOH
QPMJDJFTPGBOFOUJUZTPBTUPPCUBJOCFOFåUTGSPNJUTBDUJWJUJFT
5IFåOBODJBMTUBUFNFOUTPGUIFTVCTJEJBSJFTBSFJODMVEFEJO
UIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTGSPNUIFEBUFDPOUSPM
commences until the date control ceases. Non-controlling
interests (NCIs) are measured on initial recognition at their
portion of fair values, and yearly earnings are allocated to the
NCI according to their ownership interest.

Aker Solutions Azerbaijan LLC
Aker Solutions do Brasil Ltda
C.S.E. Mecânica e Instrumentacâo Ltda
Aker Solutions Sdn Bhd
Aker Solutions Asset Integrity and Management
Canada Inc.
Aker Solutions Canada Inc
Aker Solutions (Shenzhen) Co. Ltd
Aker Solutions Congo SA
Aker Solutions Cyprus Limited
Aker Solutions SAS

Subsidiaries
Aker Solutions has 55 subsidiaries in 25 countries at the reporting
date. Aker Solutions AS in Norway and Aker Offshore Partner Ltd
in the UK are material subsidiaries with revenue of more than 10
percent of consolidated revenue. The group holds the majority of
the shares in all subsidiaries except four, see description below.
Subsidiaries fully owned or controlled by Aker Solutions as of
December 31, 2018 are listed below. If not stated otherwise,
ownership equals the percentage of voting shares.

Aker Solutions Ghana Ltd
Aker Powergas Pvt Ltd
Aker Powergas Subsea Pvt Ltd

Location

Country

Percent

Luanda

Angola

49

Perth

Australia

100

Baku

Azerbaijan

100

Curitiba

Brazil

100

Curitiba

Brazil

70

Kuala Belait

Brunei

100

Newfoundland

Canada

100

7BODPVWFS

Canada

100

Shenzhen

China

100

Point-Noire

Congo

70

Limassol

Cyprus

100

Paris

France

100

Adabraka

Ghana

90

Mumbai

India

95

Mumbai

India

95

Aker Engineering International Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Engineering Malaysia Sdn Bhd

Kuala Lumpur

Malaysia

90

Aker Solutions APAC Sdn Bhd

Kuala Lumpur

Malaysia

48

Aker Solutions India Operations Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions India Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions India Services Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions Malaysia Sdn Bhd

Kuala Lumpur

Malaysia

100

"LFS4PMVUJPOT6NCJMJDBM"TJB1BDJåD4EO#IE

Kuala Lumpur

Malaysia

100

Aker Solutions de Mexico
Aker Solutions Mocambique Ltda
"LFS4PMVUJPOT#7

Mexico City

Mexico

100

Maputo

Mozambique

100

Zoetemer

Netherlands

100

Ikoyi-Lagos

Nigeria

100

Aker Installation FP AS

Fornebu

Norway

100

Aker Insurance Services AS

Fornebu

Norway

100

Aker Solutions Nigeria Ltd

Note 26 continues on next page

84

MENU

AKER SOLUTIONS ANNUAL REPORT 2018 CONSOLIDATED FINANCIAL STATEMENTS

Note 26 Subsidiaries cont.
Company

Location

Country

Percent

Aker Solutions AS

Fornebu

Norway

100

Aker Solutions Holding AS

Fornebu

Norway

100

Aker Solutions Middle East AS

Fornebu

Norway

100

Aker Solutions Russia AS
Benestad Solutions AS
KBeDesign AS
Aker Solutions Gulf Services WLL
Aker Process Gulf Co. Ltd
Aker Solutions Saudi Arabia Limited
Aker Solutions Korea Co. Ltd
K Water AB
Aker Solutions Tanzania Ltd
Aker Engineering Malaysia Ltd
Aker Engineering and Technology Ltd

Fornebu

Norway

100

Lierskogen

Norway

100

Fornebu

Norway

100

Doha

Qatar

49

Al-Khobar

Saudi Arabia

100

Dhahran

Saudi Arabia

100

Geoje

South Korea

100

Örnsköldsvik

Sweden

100

Dar es Salaam

Tanzania

100

Leeds

UK

100

London

UK

100

Aker Offshore Partner Ltd

Aberdeen

UK

100

Aker Solutions Angola Ltd

Maidenhead

UK

100

Aker Solutions DC Trustees Ltd

London

UK

100

Aker Solutions Enterprises International (UK) Limited

London

UK

49

Aker Solutions EAME Limited

Aberdeen

UK

100

Aker Solutions IP Limited

Aberdeen

UK

100

Aker Solutions Holding Limited
Aker Solutions Ltd
Enovate Systems Limited

Aberdeen

UK

100

Maidenhead

UK

100

Aberdeen

UK

95

International Design Engineering and Services Ltd

Glasgow

UK

100

Aker Solutions Inc.

Houston

USA

100

Aker Solutions USA Corporation

Houston

USA

100

Subsidiaries where Aker Solutions does not have
the Majority of Shares
Aker Solutions has less than 50 percent of the shares in four subsidiaries
as shown in the table. Aker Solutions has control over relevant activities
through shareholders agreements. The subsidiaries are fully consolidated
BOEUIFOPODPOUSPMMJOHJOUFSFTUTIBSFPGQSPåUBOEFRVJUZJTQSFTFOUFEJO
the income statement and in the balance sheet.

See note 28 for more information about customer contracts organized as joint arrangements
See note 31 for more information about subsequent event related to C.S.E.
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Note 27 Other Investments

Note 28 Related Parties

Financial Reporting Principles

Financial Reporting Principles

0UIFSJOWFTUNFOUTBSFUIPTFFOUJUJFTJOXIJDIUIFDPNQBOZEPFTOPUIBWFTJHOJåDBOU
JOæVFODF5IJTJTVTVBMMZFOUJUJFTXFSFUIFDPNQBOZIPMETMFTTUIBOUXFOUZQFSDFOUPGUIF
voting power. Upon implementing IFRS 9 on January 1, 2018, the company designated the
investments shown below as equity securities at fair value through other comprehensive
JODPNF '70$* BTUIFZSFQSFTFOUMPOHUFSNTUSBUFHJDJOWFTUNFOUT8IFOUIFJOWFTUNFOUT
BSFTPME UIFBDDVNVMBUFEHBJOPSMPTTJOFRVJUZJTOPUSFDMBTTJåFEUPUIFJODPNFTUBUFNFOU

3FMBUFEQBSUZSFMBUJPOTIJQTBSFEFåOFEUPCFFOUJUJFTPVUTJEFUIF"LFS
Solutions group that are under control (either directly or indirectly), joint
DPOUSPMPSTJHOJåDBOUJOæVFODFCZUIFPXOFSTPG"LFS4PMVUJPOT3FMBUFE
parties are in a position to enter into transactions with the company
that would potentially not be undertaken between unrelated parties. All
transactions in the Aker Solutions group with related parties have been
based on arm's length terms.

6OEFS*"4 UIFTFJOWFTUNFOUTXFSFDMBTTJåFEBTBWBJMBCMFGPSTBMFJOWFTUNFOUT5IF
fair value changes (other than impairment losses) were recognized in other comprehensive
income (OCI) in equity. When the investments were sold, the accumulated gain or loss in
FRVJUZXBTSFDMBTTJåFEUPUIFJODPNFTUBUFNFOU

Equity Securities
Amounts in NOK million

Equity securities in unlisted companies
Equity securities in listed companies
&RVJUZTFDVSJUJFT

2018

2017

79

15

0

76

79

91

Related Parties of Aker Solutions
The largest shareholder of Aker Solutions is Aker Kværner Holding AS
which is controlled by Aker ASA (70 percent). Aker ASA is controlled
by The Resource Group TRG AS, a company controlled by Kjell Inge
Røkke. The Resource Group TRG AS is the ultimate parent company
of Aker Solutions ASA. In this respect, all entities owned by Aker ASA
and entities which Kjell Inge Røkke and his close family controls through
The Resource Group TRG AS are considered related parties to Aker
Solutions. These entities include companies like Akastor, Kvaerner and
Aker BP and are referred to as Aker entities in this note. Non-controlling
JOUFSFTUTXJUITJHOJåDBOUJOæVFODFBSFBMTPDPOTJEFSFEBTSFMBUFEQBSUJFT
Note 28 continues on next page

Investment in unlisted shares are measured at cost less impairment. Cost is used when
there is no quoted marked prices and there is no other information available to measure
fair value.
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 28 Related Parties cont.
Joint Arrangement with Kvaerner

Transactions and Balances with Related Parties
Amounts in NOK million

2018

2017

3,360

1,902

-315

-286

594

305

45

18

-75

-58

-1

-1

Income statement
Operating revenues
Operating costs

Aker Solutions has entered into two joint arrangement with Kværner
ASA for deliveries under customer contracts. One is a joint operation,
as the parties are jointly and severally liable for the project performance
in an arrangement without a legal structure. Aker Solutions presents its
QFSDFOUTIBSFPGSFWFOVF DPTU BTTFUTBOEMJBCJMJUJFTJOUIFåOBODJBM
statements. The other one is a joint venture structured in a limited
company. The joint venture is accounted for using the equity method.
5IFQSPåUGSPNUIFKPJOUWFOUVSFJTOPUTJHOJåDBOUJO

Balance sheet
Trade receivables
Non-current interest-bearing receivable
Trade payables
Current interest-bearing loan

Other
0UIFSBHSFFNFOUTXJUISFMBUFEQBSUJFTJODMVEF


Aker Solutions entered into an agreement in February 2018 to
purchase digital services from Cognite, a subsidiary of Aker ASA. The
services include development of and access to Cognite’s advanced
industrial data platform to analyze large volumes of data from
offshore energy installations.



Aker Solutions contributed NOK 76 million in 2018 (NOK 70 million
in 2017) to Aker Pensjonskasse, which is a fund established by Aker
to manage the retirement plan for employees and retirees in Aker
Solutions and other Aker companies



Aker Solutions supported the group's union representative function
with NOK 525,000 in 2018 (NOK 510,000 in 2017)

The Major Related Parties Transactions
Aker Solutions has several transactions with related parties on a recurring basis as part
of normal business and leases property from related parties. Below is a description of the
TJHOJåDBOUSFMBUFEQBSUZUSBOTBDUJPOTBOECBMBODFTJO

Lease Agreements with The Resource Group TRG AS
Aker Solutions leases several of its industrial buildings in Norway including Tranby,
Egersund and Ågotnes from companies owned by The Resource Group TRG AS, a
company fully owned by Kjell Inge Røkke. The rent recognized in 2018 was NOK 157
NJMMJPO /0,NJMMJPO 'VSUIFS "LFS4PMVUJPOTTVCMFBTFEPGåDFTJO4UBWBOHFS 
/PSXBZUP"LFS#1JOGPS/0,NJMMJPO /0,NJMMJPO 

Commercial Contracts with Kvaerner and Aker BP
Aker Solutions both buys from and delivers services and products to Kvaerner through
subcontractor agreements. Aker Solutions holds agreements for delivery of equipment
BOETFSWJDFTUP"LFS#1GPSWBSJPVTPJMåFMETPGGTIPSF/PSXBZJODMVEJOHBOFXTJYZFBS
framework agreement for engineering and procurement services signed in 2017. The
framework agreement may be extended by four years.

See note 14 for more information about customer contract assets and receivables
See note 19 for more information about operating leases
See note 21 for more information about trade and other payables
See note 22 for more information about guarantee commitments for Akastor
See note 26 for more information about subsidiaries
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Note 29 Management Remuneration
Remuneration to the Board of Directors
The current board of directors has been elected by the general meeting to serve for an appointment period of two years. The shareholder elected directors are serving for the period 2018-2020,
while the employee elected directors are serving for the period 2017-2019. Fees to the board of directors are approved by the annual general meeting. The board held 13 meetings in 2018 with
an average attendance rate of 86 percent. In addition, certain matters were processed by way of circulation of documents. The audit committee held six meetings in 2018. As of December 31,
2018 the audit committee comprised Birgit Aagaard-Svendsen (chairperson), Kristian Røkke and Atle Teigland.
The fees in the table below represent what is recognized as expenses in the income statement based on expected fees to be approved at the annual general meeting to be held in April 2019.
The directors did not receive any other fees except for employee elected directors who have received salary as employees. No agreements exist which entitle the directors to any extraordinary
compensation and no board members have loans in the company.
December 31, 2018

December 31, 2017

2018

Number of shares owned1

Amounts in NOK

Øyvind Eriksen3

Chairman

Koosum Kalyan

0

0

2017

Audit Committee fees

Board fees2

Audit Committee fees

Board fees2

0

610,000

0

600,000

0

0

0

400,000

0

390,000

25,000

na

157,500

262,500

na

na

Henrik O. Madsen

0

na

0

262,500

na

na

Kristian Røkke3, 5

0

na

90,000

262,500

na

na

Birgit Aagaard-Svendsen5
5

Hilde Karlsen

5,363

5,363

0

175,000

0

170,000

Atle Teigland

8,751

8,751

120,000

175,000

115,000

170,000

Oddvar Hølland

3,179

16,179

0

175,000

0

85,000

0

0

0

87,500

0

340,000

Anne Drinkwater

na

3,500

52,500

137,500

205,000

490,000

Stuart Ferguson6

na

0

na

na

57,500

195,000

na

9,028

na

na

0

85,000

42,293

42,821

420,000

2,547,500

377,500

2,525,000

Kjell Inge Røkke3

6

Åsmund Knutsen
Total

1) The number of shares owned covers direct ownership of Aker Solutions ASA only and does not include Øyvind Eriksen's and Kjell Inge Røkke's indirect ownership.
2) Board fees include an allowance of NOK 12,500 per meeting per physical attendance for board members residing outside the Nordic countries.
3) The fee allocated to Øyvind Eriksen and Kristian Røkke will be paid to Aker ASA and the fee allocated to Kjell Inge Røkke will be paid to The Resource Group TRG AS.
4) Anne Drinkwater and Kjell Inge Røkke were replaced as directors at the annual general meeting held in 2018. Fees are calculated for a proportionate part of the year.
5) Birgit Aagaard-Svendsen, Henrik O. Madsen and Kristian Røkke were elected as directors at the annual general meeting held in 2018. Fees are calculated for a proportionate part of the year.
6) Board members served as directors until the annual general meeting held in 2017.
Note 29 continues on next page
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Note 29 Management Remuneration cont.

Remuneration to the Executive Management Team

Share Based Program

The main purpose of the executive remuneration program is to encourage a strong and
sustainable performance-based culture, which supports growth in shareholder value.
5IFUPUBMSFNVOFSBUJPOUPFYFDVUJWFTDPOTJTUTPGBåYFECBTFTBMBSZ TUBOEBSEFNQMPZFF
CFOFåUTBOEWBSJBCMFQBZQSPHSBNT5IFDIJFGFYFDVUJWFPGåDFS $&0 BOEUIFFYFDVUJWF
management team participate in the standard pension and insurance schemes applicable
UPBMMFNQMPZFFT1FOTJPOCFOFåUTGPSUIFFYFDVUJWFTNBZBMTPJODMVEFPUIFSFMFNFOUTBT
outlined in footnote 3 of the table below.

Aker Solutions also has a share based program only offered to
executives (excluding CEO) that started in their position before January
1, 2016. This program is based on the Aker Solutions ASA's share
price development over a three-year period compared to the combined
average development of the Philadelphia Oil Service Sector Index (PHLX)
and the Oslo Stock Exchange Benchmark Index (OSEBX) for the same
period. The maximum payment is 20 percent of annual base salary and is
dependent on the executive still being employed at the date of payment.
5IFåSTUQBZNFOUTGSPNUIJTQSPHSBNXJMMUBLFQMBDFJO.BZ5IF
company does not offer share option programs to executives or other
employees.

Variable Pay Program
The variable pay program for the CEO is an annual program based on the annual
performance of the Aker Solutions ASA share price development above the combined
average share price development of the Philadelphia Oil Service Sector Index (PHLX)
and the Oslo Stock Exchange Benchmark Index (OSEBX). No payment is due to the CEO
unless the Aker Solutions ASA share price development exceeds the development of
these indexes. The maximum achievable payment is 66.7 percent of annual base salary

Note 29 continues on next page

The variable pay program for the other members of the executive management team is
CBTFEPOUIFBDIJFWFNFOUPGDPNQBOZTåOBODJBMSFTVMUT BDIJFWFNFOUPGUIFFYFDVUJWFnT
individual performance objectives, behavior according to company values and conditions
on continued employment. The variable pay is earned over a period of three years and can
QPUFOUJBMMZCFVQUPQFSDFOUPGCBTFTBMBSZ5IFQSPHSBNDPOTJTUTPGUXPQBSUT


5IFåSTUQBSUPGUIFWBSJBCMFQBZJTFBSOFEEVSJOHUIFåSTU DVSSFOU ZFBSBOEJTCBTFEPO
DPNQBOZTåOBODJBMSFTVMUTBOEUIFFYFDVUJWFnTJOEJWJEVBMCFIBWJPSBOEBDIJFWFNFOU
of performance objectives. The maximum value of this part is 53.34 percent of base
TBMBSZ5IFFYFDVUJWFJTQBJEQFSDFOUPGUIJTWBSJBCMFQBZBGUFSUIFåSTUZFBS BOE
percent is deferred until after the third year.



The second part is conditional on the basis that the executive is still employed after
three years, where the executive receives an additional 50 percent of the variable pay
BTFBSOFEJOUIFåSTUZFBS NBYJNVNQFSDFOUPGCBTFTBMBSZ 

In addition, the executive management is from time to time granted a discretionary
variable pay. There were no discretionary payments made in 2018 or 2017. The
remuneration to the executive management team in 2018 was according to the guidelines
of the company.
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Note 29 Management Remuneration cont.

Executive Management Remuneration 2018
5IFSFNVOFSBUJPOPGUIFFYFDVUJWFNBOBHFNFOUUFBNJTTIPXOJOUIFUBCMFCFMPX5IFTBMBSZåHVSFTCFMPXSFQSFTFOUFYQFOTFESFNVOFSBUJPOSBUIFSUIBOXIBUJTQBJEPVUJOUIFQFSJPE

Period

Base salary

Variable pay1

0UIFSCFOFæUT2

Total remuneration

1FOTJPOCFOFæU
earned/cost to
company3

$IJFG&YFDVUJWF0GåDFS

Jan. 1 - Dec. 31

7,366,154

5,600,000

1,856,004

14,822,158

99,493

Svein Stoknes

$IJFG'JOBODJBM0GåDFS

Jan. 1 - Dec. 31

2,984,412

2,957,465

24,401

5,966,279

173,439

Dean Watson

$IJFG0QFSBUJOH0GåDFS

Jan. 1 - Dec. 31

3,621,477

2,618,225

1,151,936

7,391,638

94,350

Mark Riding

&YFDVUJWF7JDF1SFTJEFOU4USBUFHZ

Jan. 1 - Dec. 31

3,280,894

2,908,812

0

6,189,706

505,216

7BMCPSH-VOEFHBBSE

&YFDVUJWF7JDF1SFTJEFOU$VTUPNFS.BOBHFNFOU

Jan. 1 - Dec. 31

2,507,142

2,552,541

40,606

5,100,288

264,046

Knut Nyborg

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

Jan. 1 - Dec. 31

2,314,523

1,522,733

25,200

3,862,456

229,448

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU1SPEVDUT

Jan. 1 - Dec. 31

2,589,609

2,662,502

20,030

5,272,142

252,539

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU(SFFOåFME1SPKFDUT

Jan. 1 - Dec. 31

2,593,769

2,408,489

25,599

5,027,857

249,480

David Clark

&YFDVUJWF7JDF1SFTJEFOU4FSWJDFT

Jan. 1 - Oct. 18

2,776,159

1,212,450

1,047,126

5,035,735

303,890

Linda Litlekalsøy Aase

&YFDVUJWF7JDF1SFTJEFOU#SPXOåFME1SPKFDUT

Oct. 18 - Dec. 31

465,441

273,662

5,194

744,297

34,733

30,499,580

24,716,880

4,196,095

59,412,555

2,206,634

Amounts in NOK

Job title

Luis Araujo

Total

1) Estimated variable pay earned during the year which was calculated based on the schemes described above including applicable holiday pay allowances and interest on deferred elements.
 0UIFSCFOFåUTJODMVEFNFNCFSTIJQJOUIFTUBOEBSEFNQMPZFFCFOFåUTDIFNFBOEBOBEEJUJPOBMFYFDVUJWFHSPVQMJGFBOEEJTBCJMJUZJOTVSBODF IPVTJOH SFMPDBUJPODPTUT DIJMESFOTDIPPMGFFT QIPOFBOECSPBECBOEBMMPXBODF JOEJWJEVBMUBYDPOTVMUBODZGFFT
for some international employments and severance payment.
 1FOTJPOCFOFåUTJODMVEFUIFTUBOEBSEFNQMPZFFQFOTJPOTDIFNF BQFOTJPODPNQFOTBUJPOTDIFNF GPSUSBOTGFSGSPNCFOFåUUPDPOUSJCVUJPOTDIFNF BEJTBCJMJUZQFOTJPOTDIFNFBOEBDPNQFOTBUJPOSFMBUFEUPFBSMZSFUJSFNFOUGSPNBNBOBHFNFOUQPTJUJPO
 &GGFDUJWF0DUPCFS %FBO8BUTPOJTBMTPTFSWJOHBT&YFDVUJWF7JDF1SFTJEFOU 4VCTFB-JGFDZDMF4FSWJDFT

Note 29 continues on next page
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Note 29 Management Remuneration cont.

Executive Management Remuneration 2017
5IFSFNVOFSBUJPOPGUIFFYFDVUJWFNBOBHFNFOUUFBNJTTIPXOJOUIFUBCMFCFMPX5IFTBMBSZåHVSFTCFMPXSFQSFTFOUFYQFOTFESFNVOFSBUJPOSBUIFSUIBOXIBUJTQBJEPVUJOUIFQFSJPE

Period

Base salary

Variable pay1

0UIFSCFOFæUT2

Total remuneration

1FOTJPOCFOFæU
earned/cost to
company3

$IJFG&YFDVUJWF0GåDFS

Jan. 1 - Dec. 31

7,086,154

1,884,179

863,169

9,833,502

99,086

Svein Stoknes

$IJFG'JOBODJBM0GåDFS

Jan. 1 - Dec. 31

2,935,692

2,180,352

24,494

5,140,538

154,220

Dean Watson

$IJFG0QFSBUJOH0GåDFS

Jan. 1 - Dec. 31

3,543,077

2,166,833

2,270,129

7,980,038

91,940

Mark Riding

&YFDVUJWF7JDF1SFTJEFOU4USBUFHZ

Jan. 1 - Dec. 31

3,211,708

2,130,021

0

5,341,729

583,295

7BMCPSH-VOEFHBBSE

&YFDVUJWF7JDF1SFTJEFOU$VTUPNFS.BOBHFNFOU

Jan. 1 - Dec. 31

2,439,662

1,874,672

36,818

4,351,152

243,253

Knut Nyborg

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

May 1 - Dec. 31

1,286,349

796,544

26,215

2,109,108

129,379

Svenn Ivar Fure

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

Jan. 1 - Apr. 21

759,733

0

3,093

762,827

42,994

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU1SPEVDUT

Jan. 1 - Dec. 31

2,638,735

1,852,151

21,781

4,512,668

220,300

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU(SFFOåFME1SPKFDUT

Jan. 1 - Dec. 31

2,499,036

1,631,280

25,678

4,155,994

221,289

David Clark

&YFDVUJWF7JDF1SFTJEFOU4FSWJDFT

Jan. 1 - Dec. 31

Amounts in NOK

Job title

Luis Araujo

Total

2,625,419

1,550,198

458,371

4,633,988

404,730

29,025,565

16,066,231

3,729,748

48,821,543

2,190,485

1) Estimated variable pay earned during the year which was calculated based on the schemes described above including applicable holiday pay allowances and interest on deferred elements.
 0UIFSCFOFåUTJODMVEFNFNCFSTIJQJOUIFTUBOEBSEFNQMPZFFCFOFåUTDIFNFBOEBOBEEJUJPOBMFYFDVUJWFHSPVQMJGFBOEEJTBCJMJUZJOTVSBODF IPVTJOH SFMPDBUJPODPTUT DIJMESFOTDIPPMJOHGFFT QIPOFBOECSPBECBOEBMMPXBODF TJHOPOBNPVOUTBOE
individual tax consultancy fees for some international employments.
 1FOTJPOCFOFåUTJODMVEFUIFTUBOEBSEFNQMPZFFQFOTJPOTDIFNF BQFOTJPODPNQFOTBUJPOTDIFNF GPSUSBOTGFSGSPNCFOFåUUPDPOUSJCVUJPOTDIFNF BEJTBCJMJUZQFOTJPOTDIFNFBOEBDPNQFOTBUJPOSFMBUFEUPFBSMZSFUJSFNFOUGSPNBNBOBHFNFOUQPTJUJPO

Note 29 continues on next page
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Note 29 Management Remuneration cont.

Shareholding and Termination Agreements
The company practice standard employment contracts and standard terms and conditions regarding notice period and severance pay for the
CEO and the members of the executive management team. The below table sets out information of notice period and severance pay as well
as shareholding applicable to the current executive management team. There was no share purchase program in 2018.
Job title

Number of shares owned

Notice period

Severance pay

3 months

6 months

Luis Araujo

$IJFG&YFDVUJWF0GåDFS

76,898

Svein Stoknes

$IJFG'JOBODJBM0GåDFS

26,444

3 months

6 months

Dean Watson

$IJFG0QFSBUJOH0GåDFS

0

3 months

6 months

Mark Riding

&YFDVUJWF7JDF1SFTJEFOU4USBUFHZ

32,006

3 months

3 months

7BMCPSH-VOEFHBBSE

&YFDVUJWF7JDF1SFTJEFOU$VTUPNFS.BOBHFNFOU

5,185

3 months

6 months

Knut Nyborg

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

1,594

3 months

6 months

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU1SPEVDUT

4,198

3 months

6 months

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU1SPKFDUT

3,036

3 months

6 months

Linda Litlekalsøy Aase

&YFDVUJWF7JDF1SFTJEFOU#SPXOåFME1SPKFDUT

2,978

3 months

6 months

No members of the executive management team had loans with the company as of December 31, 2018.

See note 5 for more information about salaries for employees
See note 18 for more information about pension arrangements
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Note 30 Audit Fees

Note 31 Subsequent Events

KPMG is the auditor of the group. The table below presents the audit fee expense.

In January 2019, Aker Solutions acquired the remaining 30 percent of
Brazilian C.S.E. Mecânica e Instrumentação Ltda, having bought the
åSTUPXOFSTIJQTUBLFPGQFSDFOUJO5IFBDRVJTJUJPOGVSUIFS
strengthens the company's position in Brazil's growing market for mature
åFMETFSWJDFT$4&XJMMDPOUJOVFUPPQFSBUFBTBOJOEFQFOEFOUMFHBM
entity. The compensation was in line with the deferred consideration
provision as of December 31, 2018.

Aker Solutions ASA

Subsidiaries

Total

2018

2017

2018

2017

2018

2017

Audit

4.9

5.6

9.6

13.3

14.5

18.9

Other assurance services

0.2

0.0

0.3

0.3

0.5

0.3

Tax services

0.0

0.0

0.6

0.4

0.6

0.4

Other non-audit services

0.0

0.5

1.0

0.5

1.0

1.1

Total

5.1

6.1

11.5

14.6

16.6

20.7

Amounts in NOK million
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Note 32 New IFRS 16 Leasing Standard (2019)
;OLUL^0-9:3LHZPUNZ[HUKHYKPZLɈLJ[P]LMYVT1HU\HY` ;OLZ[HUKHYK
^PSSZPNUPÄJHU[S`JOHUNLOV^[OLJVTWHU`HJJV\U[ZMVYP[ZSLHZLJVU[YHJ[ZMVYSHUK
buildings and vehicles currently accounted for as operating leases. An on-balance
ZOLL[TVKLSZPTPSHY[V[OLJ\YYLU[ÄUHUJPHSSLHZLZHJJV\U[PUN^PSSILHWWSPLK[VHSS
contracts that contain a lease. This note summarizes the expected impact on the
ÄUHUJPHSYLWVY[PUNVM(RLY:VS\[PVUZMYVTPTWSLTLU[PUN[OLUL^Z[HUKHYK;OLUL^
leasing standard will not impact debt covenants according to the company's existing
loan agreements.

The Lease Contracts
5IFDPNQBOZIBTBOVNCFSPGMFBTFTGPSPGåDFCVJMEJOHTBOETJUFTGPSNBOVGBDUVSJOHBOE
TFSWJDFUIBUBDDPVOUGPSUIFTJHOJåDBOUQBSUPGUIFMFBTFMJBCJMJUZ5IFDPNQBOZBMTPMFBTFT
machines and vehicles. A lease liability and right-of-use (ROU) asset will be presented for
these contracts which previously were reported as operating leases. Sub-leases covering
UIFNBKPSQBSUPGUIFQFSJPEJOUIFIFBEMFBTFBSFDMBTTJåFEBTåOBODJBM"DDPSEJOHUPUIF
company's loan agreements existing per December 31, 2018, the new lease accounting
will not impact the debt covenants.

components such as electricity, insurance and other property-related
expenses paid to the landlord are excluded from the lease commitment
GPSPGåDFTBOENBOVGBDUVSJOHTJUFT CVUJODMVEFEXIFOSFOUJOH
apartments and vehicles if included in the agreed lease amount. An
BTTFTTNFOUJTNBEFGPSBMMTVCMFBTFTUPEFUFSNJOFJGUIFZBSFåOBODJBM
or operational.
IFRS 16 Leases replaces existing leases guidance, including IAS 17
Leases and IFRIC 4, SIC-15 and SIC 27. The company will use a
NPEJåFESFUSPTQFDUJWFJNQMFNFOUBUJPOBQQSPBDIXJUIDVNVMBUJWFFGGFDU
recognized as an adjustment to the opening balance of retained earnings
PO+BOVBSZ $PNQBSBUJWFåHVSFTXJMMOPUCFSFTUBUFE

0TWSLTLU[H[PVU,ɈLJ[
Impact on Equity

The net effect on equity as of January 1, 2019 is presented below.
Amounts in NOK million

Equity per December 31, 2018
Effect from retrospective calculation of ROU for selected lease contracts

Recognition and Measurement Approach on Transition
The company has elected to use the recognition exemptions in the standard for shortUFSNMFBTFTBOEMFBTFTPGMPXWBMVFJUFNTTVDIBTDPNQVUFSTBOEPGåDFFRVJQNFOU5IF
company will also apply the recognition exemption for leases that expire in 2019. The
company will adjust the right-of-use asset on January 1, 2019 by the provision for onerous
leases on December 31, 2018. The company has elected to exclude the initial direct costs
from the measurement of right-of-use asset on implementation. The right-of-use asset
for selected leases has been measured as if IFRS 16 had always been applied (using the
incremental borrowing rate per January 1, 2019).

7,608
-542

&GGFDUGSPNDMBTTJGZJOHTVCMFBTFTBTåOBODJBMMFBTFT

108

Other adjustment

-11

;H_LɈLJ[Z
&RVJUZQFS+BOVBSZ 

90
7,252

Note 32 continues on next page

The discount rate has been determined for each asset according to the incremental
borrowing rate at the date of implementation (January 1, 2019). The weighted-average
rate applied on January 1, 2019 was 4.4 percent. The non-cancellable lease period is
basis for the lease commitment. Periods covered by extension or termination options are
included when it is reasonably certain that the lease period will be extended. Non-lease
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Note 32 New IFRS 16 Leasing Standard (2019) cont.
Reconciliation of Lease Commitment and Lease Liability
A reconciliation between the lease commitment as reported under current
IAS 17 and the expected lease liability when implementing IFRS 16 is
presented below.
Amounts in NOK million

Operating lease commitment as of December 31, 2018
Relief option for short-term leases

6,862
-172

Relief option for leases of low-value assets
Undiscounted lease liability
Effect of discounting lease commitment to net present value
Lease liability as of January 1, 2019

-8
6,683
-1,151
5,532

On transition to IFRS 16, the company will recognize a ROU asset of NOK
4,990 million related to its lease contracts. Recognizing a lease receivable for
PQFSBUJOHTVCMFBTFTCFDPNJOHåOBODFMFBTFTVOEFS*'34 SFDMBTTJGZJOH
onerous lease provision and some other adjustments will reduce the ROU
asset to NOK 3,953 million upon implementation.

,_WLJ[LK-\[\YL0TWHJ[VU[OL0UJVTLHUK*HZOÅV^:[H[LTLU[
*'34-FBTJOHXJMMIBWFBTJHOJåDBOUJNQBDUPOUIFJODPNFTUBUFNFOUXIFO
implemented in 2019. The estimated reduction of annual lease expense (and
lease revenue for sub-leases) gives an improvement of EBITDA in the range
of NOK 600-800 million. Annual depreciation expense of leased assets will
increase in the range of NOK 500-700 million. Annual net interest expense
XJMMJODSFBTFJOUIFSBOHFPG/0,NJMMJPO*OUIFDBTIæPXTUBUFNFOU 
PQFSBUJOHDBTIæPXTXJMMJODSFBTFBOEåOBODJOHDBTIæPXTXJMMEFDSFBTF
BTUIFMFBTFQBZNFOUTXJMMCFDMBTTJåFEBTåOBODJBMSBUIFSUIBOPQFSBUJPOBM
It is expected that IFRS 16 will be implemented in the reporting from the
operating segments. The actual impact upon implementation may change
as a result of changed interest rates, signing of new lease contracts, reassessment of renewal options and re-assessment of onerous leases. The
impact may also change if new information and guidance becomes known
CFGPSFUIFHSPVQQSFTFOUTJUTåSTUDPOTPMJEBUFEåOBODJBMTUBUFNFOUTVTJOHUIF
new standard.
See note 19 for more information about operating lease commitments under current IAS 17
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Income Statement
For the year ended December 31

Amounts in NOK million

Note

Operating revenues

2

Operating expenses

2

2018

2017

25

17

-144

-90

-118

-74

-196

-162

-315

-236

48

49

-266

-187

Other equity

-266

-187

Net loss

-266

-187

Operating loss

/FUåOBODJBMFYQFOTFT

3

Loss before tax

Income tax
Net loss

4

Net loss for the period distributed as follows:
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Balance Sheet
Statement as of December 31

Note

2018

2017

Deferred tax asset

4

235

181

Investments in group companies

5

11,438

11,438

Other equity

2,574

2,833

Non-current interest-bearing receivables from group companies

8

34

301

5PUBMFRVJUZ

6

2,867

3,127

2

2

11,708

11,923

Non-current borrowings

7

1,459

2,235

1,459

2,235

Amounts in NOK million

Assets

Amounts in NOK million

Note

2018

2017

294

294

&RVJUZBOEMJBCJMJUJFT

Other non-current interest-bearing receivables
Total non-current assets

Issued capital

Total non-current liabilities
Current interest-bearing receivables from group companies

8

399

23

Non-interest bearing receivables from group companies

8

21

9

Financial instruments

9

450

353

2

0

Other current receivables
8

Cash and cash equivalents
Total current assets
Total assets

Current borrowings

7

1,024

12

Current borrowings from group companies

8

8,085

7,145

Non interest-bearing liabilities from group companies

8

0

30

Financial instruments

9

400

363

4

30

1,258

635

2,130

1,020

Other current liabilities

13,838

12,943

Total current liabilities

9,512

7,581

Total liabilities

10,971

9,816

5PUBMFRVJUZBOEMJBCJMJUJFT

13,838

12,943

Fornebu, March 7, 2019
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

Koosum Kalyan
Director

Kristian Røkke
Director

Birgit Aagaard-Svendsen
Director

Atle Teigland
Director

Hilde Karlsen
Director

Oddvar Hølland
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Henrik O. Madsen
Director
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$BTIçPX
Statement for the year ended December 31

Amounts in NOK million

2018

2017

Loss before tax

-315

-236

-61

31

1SPåU MPTTPOGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
Changes in other operating assets and liabilities
Net cash from operating activities

167

-209

-208

-414

Increase in investments in subsidiaries

0

-420

Net cash used in investing activities

0

-420

-109

20

Changes in borrowings from group companies

940

-12

/FUDBTIGSPNæOBODJOHBDUJWJUJFT

831

8

/FUJODSFBTF EFDSFBTF JODBTIBOEDBTIFRVJWBMFOUT

623

-825

Cash and cash equivalents at the beginning of the period

635

1,461

1,258

635

Changes in borrowings to group companies

1

$BTIBOEDBTIFRVJWBMFOUTBUUIFFOEPGUIFQFSJPE

1) Unused credit facilities amounted to NOK 5,000 million as of December 31, 2018 (NOK 3,750 as of December 31, 2017)

5IFDBTIæPXTUBUFNFOUIBTCFFOQSFQBSFEVTJOHUIFJOEJSFDUNFUIPE
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Notes to the Parent Company
Financial Statements
For the year ended December 31

Note 1 Company Information
Aker Solutions ASA is the parent company and owner of Aker Solutions Holding AS.
Aker Solutions ASA is domiciled in Norway and listed on the Oslo Stock Exchange. The
åOBODJBMTUBUFNFOUTPGUIFQBSFOUDPNQBOZBSFQSFQBSFEJOBDDPSEBODFXJUI/PSXFHJBO
legislation and Norwegian Generally Accepted Accounting Principles.

Note 2 Operating Revenue and Expenses
Revenue
Operating revenue consists of NOK 25 million in income from Parent
Company Guarantees (PCG). The PCGs are invoiced annually over the
lifetime of the guarantee.

Expenses
There are no employees in Aker Solutions ASA and hence no personnel
expenses. Executive management and corporate staff are employed by
other Aker Solutions companies. Costs for their services as well as other
parent company costs are recharged proportionally to Aker Solutions
ASA and presented as operating expenses. Remuneration to and
shareholding of managing director Luis Araujo is described in note 29
.BOBHFNFOU3FNVOFSBUJPOJOUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT

Audit fees to KPMG
2018

2017

Audit fee

4.9

5.6

Other assurance services

0.2

0.0

Other non-audit services

0.0

0.5

Total

5.1

6.1

Amounts in NOK million

See note 10 for more information about guarantees
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Note 3 Financial Income and Expenses

Financial Income and Expenses
Amounts in NOK million

Financial Reporting Principles

Interest income from group companies

2018

2017

49

27

Foreign Currency

Interest expense to group companies

-77

-15

Transactions in foreign currencies are translated at the exchange
rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
translated to the functional currency at the exchange rate on that
date.

Net interest income from group companies

-27

12

External interest income

5

17

External interest expenses

-177

-197

Net external interest expense

-173

-180

-5

0

Foreign Currency Derivatives
4VCTJEJBSJFTIBWFFOUFSFEJOUPJOUFSOBMåOBODJBMEFSJWBUJWF
contracts with the parent company to hedge their currency
exposure. The parent company uses foreign exchange contracts
with external banks to mitigate the currency exposure from the
internal derivative contracts with the subsidiaries. Aker Solutions
"4"EPFTOPUBQQMZIFEHFBDDPVOUJOHBOEåOBODJBMBTTFUTBOE
liabilities related to foreign currency contracts are measured at fair
value with changes recognized in the income statement.

Interest Rate Derivatives
Aker Solutions enters into interest rate derivatives (interest rate
TXBQT UPBWPJEVOCBMBODFEFYQPTVSFUPæVDUVBUJPOTJOTIPSUUFSN
JOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUIæPBUJOHJOUFSFTU
SBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTUPNBJOUBJOUIFXBOUFE
TQMJUCFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT5IFTXBQTBSF
DMBTTJåFEBTDBTIæPXIFEHFTBOENBSLFUWBMVFTBSFBDDPVOUFE
for against equity.

Loss on loans to group companies

-2

-12

Foreign exchange loss

0UIFSåOBODJBMFYQFOTFT

-1,502

-3,342

Foreign exchange gain

1,513

3,359

4

5

-196

-162

/FUPUIFSæOBODJBMJUFNT
/FUæOBODJBMFYQFOTF
See note 7 for more information about borrowings

See note 9 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖRISKÖMANAGEMENTÖANDÖÙNANCIALÖINSTRUMENTS
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Note 4 Tax

Tax expenses in the income statement comprise current tax and changes in deferred tax.
Deferred tax is calculated as 22 percent of temporary differences between accounting
and tax values as well as any tax losses carried forward at the year-end. Net deferred tax
assets are recognized only to the extent that it is probable they will be utilized against
GVUVSFUBYBCMFQSPåUT

2018

2017

Calculation of taxable income

Permanent differences
Change in timing differences
Taxable income

Origination and reversal of temporary differences

55

49

Withholding tax

-7

0

Total tax income

48

49

2018

2017

Income tax 23% (24 % in 2017)

72

57

Tax on permanent differences

-7

0

,ɈLJ[P]L;H_9H[L

Deferred Tax Asset and Tax Expenses

Loss before tax

2017

*ODPNFUBYCFOFæU

Financial Reporting Principles

Amounts in NOK million

2018

Amounts in NOK million

-315

-236

28

0

-53

54

-339

-182

60

8

Amounts in NOK million

Withholding tax
Change in tax rate from 23% to 22% (24% to 23% in 2017)
Total tax income

-7

0

-11

8

48

49

Positive and (negative) temporary differences
Unrealized gain on forward exchange contracts

-7

-16

Tax loss carried forward

Interest rate swaps

-1,120

-781

Basis for deferred tax

-1,066

-788

233

178

Deferred tax in income statement
Deferred tax in equity
Deferred tax asset

1

4

235

181

The Company has temporary difference related to the limitation of the deductibility of
interest paid to related parties of NOK 35 million is not recognized in the balance sheet.
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Note 5 Investments in Group Companies

Note 6 Shareholders’ Equity

Financial Reporting Principles

Financial Reporting Principles

Investments in subsidiaries are measured at cost. The investments are written down to
fair value when the impairment is not considered to be temporary. Impairment losses are
reversed if the basis for the impairment is no longer present.

Repurchase of share capital is recognized at cost as a reduction in equity
BOEJTDMBTTJåFEBTUSFBTVSZTIBSFT/PHBJOPSMPTTJTSFDPHOJ[FEJOUIF
income statement on the purchase or sale of the company's own shares.

Dividends and other distributions are recognized as income the same year as they are
appropriated in the subsidiary. If the distributed dividend in the subsidiary exceeds
BDDVNVMBUFEQSPåUTJOUIFPXOFSTIJQQFSJPE UIFQBZNFOUJTUSFBUFEBTBSFEVDUJPOPGUIF
carrying value of the investment.

Investment in Group Companies
Amounts in NOK million

Aker Solutions Holding AS
Total investments in group companies

Registered
PGæDF

Fornebu, Norway

Shareholders' Equity
Amounts in NOK million

Equity as of December 31, 2017
Share
capital

3,600

Number
of shares
held

Percentage
owner- /
voting share

Book
value

30

100%

11,438

Share
capital

Treasury
shares

Hedging
reserve

Retained
earnings

Total

294

0

-12

2,845

3,127

Loss for the period

0

0

0

-266

-266

$BTIæPXIFEHF1

0

0

7

0

7

294

0

-5

2,579

2,867

&RVJUZBTPG%FDFNCFS 

1) 5IFWBMVFPGJOUFSFTUTXBQBHSFFNFOUTDIBOHJOHJOUFSFTUGSPNæPBUJOHUPåYFEJTSFDPHOJ[FEEJSFDUMZJO
equity and will be released to income together with the corresponding interest expenses.

11,438

The board of directors has proposed that no dividend payment be made for
2018 as it was deemed prudent to exercise caution and conserve cash amid
continued uncertainty about the market outlook. This is the same as in the
prior year.
Note 6 continues on next page
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Share Capital
Aker Solutions ASA was founded May 23, 2014 with a nominal share capital of NOK
293,807,940 through the issuance of 272,044,389 shares. The total number of outstanding
shares is 272,044,389 at par value NOK 1.08 per share as of December 31, 2018. All
issued shares are fully paid. Aker Solutions ASA has one class of shares, ordinary shares,
with equal rights for all shares. The holders of ordinary shares are entitled to receive
dividends and are entitled to one vote per share at general meetings. The number of own
shares (treasury shares) was 511,801 per December 31, 2018, which is the same as last
year. The consideration for these shares was NOK 16 million.
See note 3 and 9 for more information about the hedging reserve for interest rate swap agreements

Note 7 Borrowings
Financial Reporting Principles
Interest-bearing borrowings are recognized initially at fair
value less transaction costs. Subsequent to initial recognition,
interest-bearing borrowings are stated at amortized cost with
any difference between cost and redemption value being
recognized in the income statement over the period of the
borrowings on an effective interest basis.

Norwegian Bonds
The group has two bonds amounting to NOK 2,500 million
listed on the Oslo Stock Exchange denominated in Norwegian
Kroner. The interest rate for both bonds is three months
æPBUJOHJOUFSCBOLSBUFT /*#03 QMVTBQSFEFåOFENBSHJO
Trustee services are provided by Nordic Trustee and the loan
documentation is based on Nordic Trustee's standard loan
agreement for bond issues. The bond loans are unsecured on
a negative pledge basis and include no dividend restrictions.
Aker Solutions' strategy is to have between 30-50 percent of
CPSSPXJOHTBUåYFEJOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOT
XJUIæPBUJOHJOUFSFTUSBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTCZ
means of interest rate derivatives to maintain the desired split
CFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT
Note 7 continues on next page
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Note 7 Borrowings cont.

Bonds and Borrowings 2018

Amounts in NOK million

Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest
coupon

Maturity date
(mm/dd/yy)

Interest terms

ISIN NO 0010661051

NOK

1,000

1,011

1.05%

4.20%

5.25%

10/09/19

'MPBUJOH . åYNBSHJO

ISIN NO 0010814213

NOK

1,500

1,497

1.10%

3.15%

4.25%

07/25/22

'MPBUJOH . åYNBSHJO

0.00%

1.10%

1.10%

03/19/23

NIBOR + Margin3

1

Total bonds

Revolving credit facility (NOK 5,000 million)2
Total credit facility

2,508

NOK

0

-25
-25

Total borrowings

2,483

Current borrowings

1,024

Non-current borrowings

1,459

Total

2,483

 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPO /0, NJMMJPOJO CZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO /0,NJMMJPOJO "NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFE
interest related to the bonds (NOK 12 million in 2017).
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.

Note 7 continues on next page
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Note 7 Borrowings cont.

Bonds and Borrowings 2017

Amounts in NOK million

ISIN NO 0010661051

Currency

Nominal
currency value

NOK

1,000

Total bonds1

Revolving credit facility (NOK 5,000 million)2

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest
coupon

Maturity date
(mm/dd/yy)

Interest terms

1,008

0.79%

4.20%

4.99%

10/09/19

'MPBUJOH . åYNBSHJO

0.89%

1.10%

1.99%

07/03/19

NIBOR + Margin3

1,008

NOK

1,250

1,239

Total credit facility

1,239

Total borrowings

2,247

Current borrowings

12

Non-current borrowings

2,235

Total

2,247

 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPO /0, NJMMJPOJO CZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO /0,NJMMJPOJO "NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFE
interest related to the bonds (NOK 12 million in 2017).
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.

Note 7 continues on next page
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Note 7 Borrowings cont.

Maturity of Bonds and Borrowings
2018
Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010661051

1,011

1,055

27

1,028

0

0

0

ISIN NO 0010814213

1,497

1,751

33

34

67

1,617

0

Total

2,508

2,806

60

1,062

67

1,617

0

Revolving credit facility (NOK 5,000 million)

-25

0

0

0

0

0

0

2,483

2,806

60

1,062

67

1,617

0

Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010661051

1,008

1,101

25

25

1,051

0

0

Total

1,008

1,101

25

25

1,051

0

0

Revolving credit facility (NOK 5,000 million)2

1,239

1,286

12

12

1,262

0

0

Total borrowings

2,247

2,387

37

37

2,313

0

0

Total borrowings
2017

 5IFJOUFSFTUDPTUTBSFDBMDVMBUFEVTJOHFJUIFSUIFMBTUåYJOHSBUFLOPXOCZZFBSFOE QMVTBQQMJDBCMFNBSHJO PSUIFDPOUSBDUVBMåYFESBUF XIFOåYFESBUFEFCU 
 5IFDBTIæPXJTCBTFEPOUIFBTTVNQUJPOUIBUUIFOPNJOBMDVSSFODZWBMVFXJMMSFNBJOPO/0, NJMMJPOVOUJMUIFNBUVSJUZPGUIFSFWPMWJOHDSFEJUGBDJMJUZ

See note 3 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖINCOMEÖANDÖEXPENSES
See note 9 for more information about the company's exposure to interest rates and liquidity risk

107

MENU

AKER SOLUTIONS ANNUAL REPORT 2018 PARENT COMPANY FINANCIAL STATEMENTS

Note 8 Receivables and Borrowings from Group Companies
Financial Reporting Principles
Assets and liabilities are presented as current when they are due within one year or they are part
PGUIFPQFSBUJOHDZDMF0UIFSBTTFUTBOEMJBCJMJUJFTBSFDMBTTJåFEBTOPODVSSFOU$VSSFOUBTTFUT
are valued at the lowest of cost and fair value. Current liabilities are valued at nominal value at the
time of recognition.
Non-current receivables are measured at cost less impairment losses that are not considered
to be temporary. Non-current liabilities are initially valued at transaction value less attributable
transaction cost. Subsequent to initial recognition, interest-bearing non-current borrowings
are measured at amortized cost with any difference between cost and redemption value being
recognized in the income statement over the period of the borrowing on an effective interest
basis.

The cash pool systems were showing a net balance of NOK 1,258 million
per December 31, 2018. This amount is reported in Aker Solutions ASAs
accounts as short-term borrowings from group companies and as cash
in the cash pool system.

Trade and other receivables are recognized at the original invoiced amount less allowances for
expected losses. Provision for expected losses is considered on an individual basis.

Receivables and Borrowings with Group Companies
Amounts in NOK million

Group companies interest-bearing deposits in the cash pool system
Aker Solutions ASAs net borrowings in the cash pool system
Cash in cash pool system
Current interest-bearing receivables from group companies

2018

2017

5,779

4,792

-4,521

-4,157

1,258

635

399

23

34

301

Current interest-bearing borrowings from group companies

-8,085

-7,145

Net interest-bearing borrowings from group companies

-7,652

-6,821

Current non interest-bearing receivables from group companies

21

9

Current non interest-bearing borrowings from group companies

0

0

Non-current interest-bearing receivables from group companies

Net non interest-bearing receivables from group companies
Total net borrowings from group companies

Aker Solutions ASA has two centralized cash pool arrangements
with DNB and Nordea. In addition centralized cash management
arrangements are set up locally in Malaysia, Brazil and India. The cash
pools and cash management arrangements cover a majority of the
group's geographical footprint and ensure control of and access to the
group’s cash. Participation in the cash pool is vested in the group policy
BOEEFDJEFECZFBDIDPNQBOZnTCPBSEPGEJSFDUPSTBOEDPOåSNFECZB
statement of participation. Certain entities do not participate in the cash
pool arrangements due to local restrictions such as Brazil, Angola and
India. The participants in the cash pool system are joint and severally
liable and it is therefore important that Aker Solutions as a group is
åOBODJBMMZWJBCMF"OZEFCJUCBMBODFPOBTVCBDDPVOUDBOCFPGGTFU
against any credit balance in the cash pool. Hence a debit balance on
a sub-account represents a liability for Aker Solutions ASA and a credit
balance on a sub-account a receivable for Aker Solutions ASA.

21

9

-6,373

-6,176

Aker Solutions ASA is the group’s central treasury function and enters
into borrowings and deposit agreements with group companies.
Deposits and borrowings are agreed at market terms and are dependent
on the group companies’ credit quality, country risk and the duration of
the borrowings.

All current receivables and borrowings are due within one year.
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Note 9 Financial Risk Management
and Financial Instruments
Currency Risk
As of December 31, 2018 Aker Solutions ASA has outstanding foreign exchange contracts
with other entities in the group with a gross total value of approximately NOK 11.1 billion.
Large contracts are hedged back-to-back with external banks, while minor contracts are
hedged based on internal matching principles. Contracts hedged back to back with external
banks represent about 80 percent of the total group exposure, but are limited to a small
number of transactions. Aker Solutions ASA does not apply hedge accounting to any of the
DVSSFODZEFSJWBUJWFT"MMåOBODJBMBTTFUTBOEMJBCJMJUJFTSFMBUFEUPGPSFJHOFYDIBOHFDPOUSBDUT
are revalued at fair value in respect to exchange rate movements each period.
The treasury function within Aker Solutions ASA also has a mandate to hold limited positions
JOUIFDVSSFODZBOEJOUFSFTUNBSLFUT5IFNBOEBUFIBTMJNJUTUIBUBSFTUSJDUMZEFåOFEBOEJT
operated under a strict stop-loss regime. Open positions are continuously monitored on a
mark to market basis.
The fair value of foreign exchange forward contracts and options is presented in the table
below.
2018
Amounts in NOK million

Assets

2017

Liabilities

Assets

Liabilities

Forward exchange contracts with group companies

272

-138

150

-220

Forward exchange contracts with external counterparts

178

-252

203

-126

Forward exchange options with external counterparts
Total

0

0

0

0

450

-390

353

-346

All instruments are booked at fair value as per December 31.
Note 9 continues on next page
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Note 9 Financial Risk Management and Financial Instruments cont.

Interest Rate Risk

Credit Risk

Interest rate swaps are applied to achieve the internal policy that 30-50 percent of the
DPNQBOZTHSPTTFYUFSOBMCPSSPXJOHTIBMMCFBUåYFEJOUFSFTUSBUFT XJUIEVSBUJPONBUDIJOH
the remaining duration of the borrowing. At year-end, approximately 50 percent of NOK
 NJMMJPOJOCPOETXBTåYFEGPSUIFEVSBUJPOPGUIFCPOETUISPVHIJOUFSFTUSBUFTXBQT
The revolving credit facility was undrawn at the year-end.

Credit risk relates to loans to subsidiaries, overdraft in the group cash
pool, hedging contracts, guarantees to subsidiaries and deposits with
external banks. Loans to subsidiaries are subject to loan applications
BQQSPWFECZUIFSFMFWBOU471-PTTQSPWJTJPOTBSFNBEFJOTJUVBUJPOT
XIFSFUIFDPNQBOZJTOPUFYQFDUFEUPCFBCMFUPGVMåMJUTMPBOPCMJHBUJPOT
from future earnings. External deposits and forward contracts are placed
with reputable relationship banks, primarily where the company also has
a borrowing relation. The existence of netting agreements between Aker
Solutions ASA and the relationship banks reduces the credit risk.

QFSDFOUPGUIFUPUBMFYUFSOBMMPBOPG/0, NJMMJPOXBTBUåYFEJOUFSFTUSBUFTQFS
%FDFNCFS QFSDFOUPGUIFUPUBMFYUFSOBMMPBOPG/0, NJMMJPOXBTBUåYFE
interest rates per December 31, 2017.
)FEHFBDDPVOUJOHJTBQQMJFEVTJOHUIFDBTIæPXIFEHFBDDPVOUJOHNPEFM5IBUNFBOT
HBJOTBOEMPTTFTPOJOUFSFTUSBUFTXBQTGSPNæPBUJOHUPåYFEJOUFSFTUSBUFTBSFSFDPHOJ[FE
in the hedging reserve in equity. As of December 31, 2018 a net loss of NOK 5 million (NOK
7 million before tax) is recognized in equity and will be continuously released to the income
statement until the repayment of the borrowings via the mark to market revaluation process.
The fair value of interest rate swaps is presented in the table below.
2018
Amounts in NOK million

Assets

2017

Liabilities

Assets

Liabilities

*OUFSFTUSBUFTXBQTDBTIæPXIFEHF BHBJOTUFRVJUZ

0

-7

0

-16

Total

0

-7

0

-16

Liquidity Risk
Liquidity risk relates to the risk that the company will not be able to meet
its debt and guarantee obligations and is managed through maintaining
TVGåDJFOUDBTIBOEBWBJMBCMFDSFEJUGBDJMJUJFT5IFEFWFMPQNFOUJO
the group's and thereby Aker Solutions ASA's available liquidity is
continuously monitored through weekly and monthly cash forecasts,
åOBODJBMTUSBUFHZQMBOTBOEMPOHUFSNCVTJOFTTGPSFDBTU
See note 3 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖINCOMEÖANDÖEXPENSES
See note 7 for more information about borrowings
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Note 10 Guarantees
Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total guarantee liabilities

Note 11 Related Parties
2018

2017

61,020

57,034

6,212

5,281

67,232

62,315

Parent company guarantees are issued on behalf of subsidiaries in contractual obligations
towards customers. The amounts disclosed above represent the total contractual value of
the customer contracts.

Transactions with subsidiaries and related parties are described on a line
CZMJOFCBTJTJOUIFGPMMPXJOHOPUFT

Other services

Note 2

Financial items

Note 3

Investments

Note 5

Cash pool

Note 8

Receivables and borrowings

Note 8

Foreign exchange contracts
Guarantees

Bank guarantees and surety bonds are issued on behalf of Aker Solutions subsidiaries,
BOEDPVOUFSJOEFNOJåFECZ"LFS4PMVUJPOT"4"

Note 9
Note 10

All transactions with related parties have been based on arm's
length terms.

See note 2 for more information about revenue from guarantees
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Note 12 Shareholders
Shareholders with more than 1 percent shareholding per December 31 are listed below.
2018
Company

Nominee

Aker Kværner Holding AS

Number of shares held

Ownership

110,333,615

40.56%

Folketrygdfondet

19,341,121

7.11%

Aker ASA

17,331,762

6.37%

7FSEJQBQJSGPOEFU%/#

5,994,762

2.20%

JPMorgan Chase Bank, N.A., London

5,371,116

1.97%

Ferd AS
J.P. Morgan Bank Luxembourg S.A.

NOM

Goldman Sachs & Co. LLC

NOM

4,300,000

1.58%

3,298,494

1.21%

2,870,834

1.06%

7FSEJQBQJSGPOEFU"MGSFE#FSH(BNCBOL

2,832,488

1.04%

JP Morgan Securities PLC

2,813,626

1.03%

4UPSFCSBOE/PSHF*7FSEJQBQJSGPOE

2,780,346

1.02%

Morgan Stanley & Co. LLC

NOM

2,778,206

1.02%

J.P. Morgan Bank Luxembourg S.A.

NOM

2,771,303

1.02%

Number of shares held

Ownership

110,333,615

40.56%

Folketrygdfondet

17,455,559

6.42%

Aker ASA

17,331,762

6.37%

7FSEJQBQJSGPOEFU%/#

5,831,553

2.14%

Ferd AS

5,500,000

2.02%

2017
Company

Nominee

Aker Kværner Holding AS

JPMorgan Chase Bank, JPMCB RE HB SWED FUN

NOM

3,235,281

1.19%

JPMorgan Chase Bank, S/A escrow account

NOM

3,060,628

1.13%

3,005,000

1.10%

2,989,991

1.10%

7FSEJQBQJSGPOEFU1"3
JPMorgan Chase Bank, S/A non-treaty lend

NOM
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KPMG AS
P.O. Box 7000 Majorstuen
Sørkedalsveien 6
N-0306 Oslo

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

Independent auditor's report
To the Annual Shareholders' Meeting of Aker Solutions ASA

Report on the Audit of the Financial Statements
Opinion

Basis for opinion

8FIBWFBVEJUFEUIFåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT"4"5IFåOBODJBMTUBUFNFOUT
DPNQSJTF

We conducted our audit in accordance with laws, regulations and auditing standards and
practices generally accepted in Norway, including International Standards on Auditing
*4"T 0VSSFTQPOTJCJMJUJFTVOEFSUIPTFTUBOEBSETBSFGVSUIFSEFTDSJCFEJOUIF"VEJUPSnT
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company and of the Group as required by laws and regulations, and
XFIBWFGVMåMMFEPVSPUIFSFUIJDBMSFTQPOTJCJMJUJFTJOBDDPSEBODFXJUIUIFTFSFRVJSFNFOUT
8FCFMJFWFUIBUUIFBVEJUFWJEFODFXFIBWFPCUBJOFEJTTVGåDJFOUBOEBQQSPQSJBUFUP
provide a basis for our opinion.

•

5IFåOBODJBMTUBUFNFOUTPGUIFQBSFOUDPNQBOZ"LFS4PMVUJPOT"4" UIF$PNQBOZ 
which comprise the balance sheet as at 31 December 2018, the income statement and
DBTIæPXTUBUFNFOUGPSUIFZFBSUIFOFOEFE BOEOPUFTUPUIFåOBODJBMTUBUFNFOUT 
JODMVEJOHBTVNNBSZPGTJHOJåDBOUBDDPVOUJOHQPMJDJFT BOE

•

5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT"4"BOEJUTTVCTJEJBSJFT
UIF(SPVQ XIJDIDPNQSJTFUIFCBMBODFTIFFUBU%FDFNCFS UIFJODPNF
statement and the statement of other comprehensive income, statement of changes
JOFRVJUZ DBTIæPXGPSUIFZFBSUIFOFOEFE BOEOPUFTUPUIFåOBODJBMTUBUFNFOUT 
JODMVEJOHBTVNNBSZPGTJHOJåDBOUBDDPVOUJOHQPMJDJFT

*OPVSPQJOJPO
•

5IFåOBODJBMTUBUFNFOUTBSFQSFQBSFEJOBDDPSEBODFXJUIUIFMBXBOESFHVMBUJPOT

•

5IFBDDPNQBOZJOHåOBODJBMTUBUFNFOUTHJWFBUSVFBOEGBJSWJFXPGUIFåOBODJBM
QPTJUJPOPGUIF$PNQBOZBTBU%FDFNCFS BOEPGJUTåOBODJBMQFSGPSNBODFBOE
JUTDBTIæPXTGPSUIFZFBSUIFOFOEFEJOBDDPSEBODFXJUI/PSXFHJBO"DDPVOUJOH"DU
and accounting standards and practices generally accepted in Norway.

•

5IFBDDPNQBOZJOHDPOTPMJEBUFEåOBODJBMTUBUFNFOUTHJWFBUSVFBOEGBJSWJFXPG
UIFåOBODJBMQPTJUJPOPGUIF(SPVQBTBU%FDFNCFS BOEPGJUTåOBODJBM
QFSGPSNBODFBOEJUTDBTIæPXTGPSUIFZFBSUIFOFOEFEJOBDDPSEBODFXJUI
International Financial Reporting Standards as adopted by the EU.

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most
TJHOJåDBODFJOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTPGUIFDVSSFOUQFSJPE5IFTFNBUUFST
XFSFBEESFTTFEJOUIFDPOUFYUPGPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTBXIPMF BOEJO
forming our opinion thereon, and we do not provide a separate opinion on these matters.

OFFICES IN:
KPMG AS, a Norwegian limited liability company and member ﬁrm of the
KPMG network of independent member ﬁrms afﬁliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
Statsautoriserte revisorer - medlemmer av Den norske Revisorforening

Oslo
Alta
Arendal
Bergen
Bodø

Elverum
Finnsnes
Hamar
Haugesund
Knarvik

Kristiansand
Larvik
Mo i Rana
Molde
Skien

Sandefjord
Sandnessjøen
Stavanger
Stord
Straume

Tromsø
Trondheim
Tynset
Tønsberg
Ålesund
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"TTFTTNFOUPGUIFDBSSZJOHWBMVFPGQSPQFSUZ QMBOUBOEFRVJQNFOUBOEJOUBOHJCMFBTTFUT
Refer to note 10 Property, Plant and Equipment, note 11 Intangible Assets and note 12 Impairment of Assets

The key audit matter

How the matter was addressed in our audit

The Group's operations are sensitive to certain factors including oil prices which in turn
JNQBDUUIFUJNJOHBOEOBUVSFPGGVUVSFDBQJUBMFYQFOEJUVSFPOFYJTUJOHBOEOFXPJMåFMET
and installations.

0VSBVEJUQSPDFEVSFTJOUIJTBSFBJODMVEFE
•

The economic environment, current long-term assumptions and the Group's business
QMBOTJOEJDBUFUIBUJNQBJSNFOUJTBSJTLSFMBUFEUPTQFDJåDBTTFUT DBTIHFOFSBUJOHVOJUT
and can also impact the assessment of impairment of goodwill.

"TTFTTJOHNBOBHFNFOUTQSPDFTTBOESFTVMUTGPSJEFOUJåDBUJPO DPOTJTUFOUUSFBUNFOU
BOEDMBTTJåDBUJPOPGDBTIHFOFSBUJOHVOJUTUPFOTVSFUIFZXFSFBQQSPQSJBUFBOEJO
accordance with IAS 36;

•

Evaluating management's assessment of impairment indicators;

•

As of 31 December 2018, the Group has property, plant and equipment of NOK 3 044
million, goodwill of NOK 4 258 million and other intangible assets of NOK 1 428 million.
The Group has recognized an impairment charge in 2018 associated with their property,
plant and equipment and other intangible assets of NOK 7 million and NOK 15 million
respectively.

8IFSFJNQBJSNFOUJOEJDBUPSTXFSFJEFOUJåFEPSXIFSFJNQBJSNFOUUFTUJOHXBT
required, assessing if the models used to calculate value in use are appropriate and
mathematically accurate;

•

"TTFTTJOHUIFEJTDPVOUSBUFTVUJMJ[FEJODBTIæPXGPSFDBTUTXJUISFGFSFODFUPBWBJMBCMF
market data for selected assets tested;

•

$IBMMFOHJOHNBOBHFNFOUPOUIFUJNJOHPGUIFDBTIæPXT

•

Evaluating the historical accuracy of management’s budgets and forecasts in order to
DIBMMFOHFNBOBHFNFOUPOUIFDVSSFOUZFBSDBTIæPXGPSFDBTUT

•

&WBMVBUJOHBOEDIBMMFOHJOHNBOBHFNFOUPOUIFHSPXUIBTTVNQUJPOTJOUIFDBTIæPX
forecasts, forecast margins and order intake by assessing a range of outcomes based
on varying assumptions independently determined;

•

Assessing the calculations and rationale supporting the impairment of tangible
and intangible assets by performing our own independent sensitivity analysis of
managements models; and

•

&WBMVBUJOHUIFBEFRVBDZBOEBQQSPQSJBUFOFTTPGUIFEJTDMPTVSFTJOUIFåOBODJBM
statements related to the carrying value of intangible assets and property, plant and
equipment and the assumptions applied to the impairment testing.
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Revenue and cost estimates related to construction contracts & service revenue
Refer to note 3 Revenue and note 4 Operating Segments

The key audit matter

How the matter was addressed in our audit

5IFNBKPSJUZPGUIF(SPVQTSFWFOVFTBOEQSPåUTBSFEFSJWFEGSPNMPOHUFSNDPOTUSVDUJPO
and service contracts.

'PSåOBODJBMMZTJHOJåDBOUDPOUSBDUTBOEBOZDPOUSBDUTXJUIBSFBTPOBCMFQPTTJCJMJUZPGCFJOHJO
BTJHOJåDBOUMPTTNBLJOHQPTJUJPO XFBQQMJFEQSPGFTTJPOBMTLFQUJDJTNBOEDSJUJDBMMZBTTFTTFE
the accounting estimates and judgments against the requirements of IFRS 15. Our audit
QSPDFEVSFTJOUIJTBSFBJODMVEFE

IFRS 15 Revenue from contracts with customers ('IFRS 15') was implemented by the
(SPVQPO+BOVBSZ5IJTOFXBDDPVOUJOHTUBOEBSEJOUSPEVDFTBåWFTUFQNPEFMGPS
revenue recognition and new requirements and guidance relevant to project accounting
estimates and judgements.
IFRS 15 has introduced a higher degree of judgement in determining the number of
performance obligations which can impact the timing and amount of revenue recognition
for certain contracts.
Accounting for long term projects and service contracts is considered to be a risk area due
UPUIFTJHOJåDBOUKVEHFNFOUBOEFTUJNBUJPOBQQMJFECZNBOBHFNFOUBTXFMMBTUIFEFHSFF
of complexity of the contracts currently in the portfolio.
The key judgements and estimates applied by management include their assessment of
the stage of project completion as well as assessing the estimated future contract revenue
and cost outcomes. Revenue and cost outcomes factored in management's forecasts
JODMVEF
•

incentive payments;

•

key performance indicators;

•

liquidated damages; and

q

FYQFDUFEGVMåMNFOUDPTU

Additionally management exercises judgement in their assessment of the recoverability
of revenue accruals related to service contracts.
For the year ended 31 December 2018, the Group has recognized project revenue
of NOK 19 920 million and service revenue of NOK 5 096 million.

• Assessing the implementation of IFRS 15, including the Group's updated accounting
policies, transition impact assessment, application to construction and service contract
accounting and disclosures;
• Challenging management's assumptions in determining if certain contracts contain single
or multiple performance obligations by obtaining, reading, and critically assessing the terms
and conditions of relevant contractual documents;
• Assessing contractual revenue forecasts including corroborating those forecasts with
reference to signed contracts and variation orders to assess the contractual basis of
estimated future revenues;
• Assessing variable considerations estimates included in forecasted revenue in accordance
with IFRS 15;
q 0CUBJOFEBOESFBEUIFUFSNTBOEDPOEJUJPOTPGTJHOJåDBOUDPOUSBDUTBOEDPNQBSJOHUIFTF
to management's assessment of the contract forecasts;
• Evaluating management's process for assessing the stage of completion and the method
applied in accordance with IFRS 15;
• Challenging management on estimated recovery of incentive payments, incentives linked
to key performance indicators and recognition of liquidated damages by reference to
contractual terms and conditions and assessing probability of managements forecasts in
accordance with IFRS 15;
• Reading and discussing project reports and other assessments with management and
comparing current forecasts to historical outcomes where relevant;
• Assessing the ability to recover amounts accrued under service contracts compared to
historical recovery rates and the assessments made by management over the current
balance;
• Challenging management on the estimate of cost to complete and the risk assessment
SFMBUFEUPGVMåMNFOUDPTUBOE
q &WBMVBUJOHUIFBEFRVBDZBOEBQQSPQSJBUFOFTTPGUIFEJTDMPTVSFTJOUIFåOBODJBMTUBUFNFOUT
related to IFRS transition effects, revenue from construction contracts and service contracts.
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Other information

Auditor's Responsibilities for the Audit of the Financial Statements

Management is responsible for the other information. The other information comprises the
JOGPSNBUJPOJODMVEFEJOUIF"OOVBM3FQPSU XJUIUIFFYDFQUJPOPGUIFåOBODJBMTUBUFNFOUT
and the Independent auditor's report.

0VSPCKFDUJWFTBSFUPPCUBJOSFBTPOBCMFBTTVSBODFBCPVUXIFUIFSUIFåOBODJBMTUBUFNFOUT
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with laws,
regulations, and auditing standards and practices generally accepted in Norway, including
ISAs, will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in aggregate, they could
SFBTPOBCMZCFFYQFDUFEUPJOæVFODFUIFFDPOPNJDEFDJTJPOTPGVTFSTUBLFOPOUIFCBTJT
PGUIFTFåOBODJBMTUBUFNFOUT

0VSPQJOJPOPOUIFåOBODJBMTUBUFNFOUTEPFTOPUDPWFSUIFPUIFSJOGPSNBUJPOBOEXFEP
not express any form of assurance conclusion thereon, with the exception of our report on
Other Legal and Regulatory Requirements below.
*ODPOOFDUJPOXJUIPVSBVEJUPGUIFåOBODJBMTUBUFNFOUT PVSSFTQPOTJCJMJUZJTUPSFBEUIF
other information and, in doing so, consider whether the other information is materially
JODPOTJTUFOUXJUIUIFåOBODJBMTUBUFNFOUTPSPVSLOPXMFEHFPCUBJOFEJOUIFBVEJUPS
otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of the Board of Directors and the
*OPLM,_LJ\[P]L6ɉJLYMVY[OL-PUHUJPHS:[H[LTLU[Z
5IF#PBSEPG%JSFDUPSTBOEUIF$IJFG&YFDVUJWF0GåDFS NBOBHFNFOU BSFSFTQPOTJCMFGPS
the preparation in accordance with laws and regulations including fair presentation of the
åOBODJBMTUBUFNFOUTPGUIF$PNQBOZJOBDDPSEBODFXJUIUIF/PSXFHJBO"DDPVOUJOH"DU
and accounting standards practices generally accepted in Norway, and for the preparation
BOEGBJSQSFTFOUBUJPOPGUIFåOBODJBMTUBUFNFOUTPGUIF(SPVQJOBDDPSEBODFXJUI
International Financial Reporting Standards as adopted by the EU, and for such internal
DPOUSPMBTNBOBHFNFOUEFUFSNJOFTJTOFDFTTBSZUPFOBCMFUIFQSFQBSBUJPOPGåOBODJBM
statements that are free from material misstatement, whether due to fraud or error.
*OQSFQBSJOHUIFåOBODJBMTUBUFNFOUT NBOBHFNFOUJTSFTQPOTJCMFGPSBTTFTTJOHUIF
Company's and the Group's ability to continue as a going concern, disclosing, as
BQQMJDBCMF NBUUFSTSFMBUFEUPHPJOHDPODFSO5IFåOBODJBMTUBUFNFOUTPGUIF$PNQBOZ
use the going concern basis of accounting insofar as it is not likely that the enterprise
XJMMDFBTFPQFSBUJPOT5IFåOBODJBMTUBUFNFOUTPGUIF(SPVQVTFUIFHPJOHDPODFSOCBTJT
of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

As part of an audit in accordance with laws, regulations, and auditing standards and
practices generally accepted in Norway, including ISAs, we exercise professional judgment
BOENBJOUBJOQSPGFTTJPOBMTDFQUJDJTNUISPVHIPVUUIFBVEJU8FBMTP
q JEFOUJGZBOEBTTFTTUIFSJTLTPGNBUFSJBMNJTTUBUFNFOUPGUIFåOBODJBMTUBUFNFOUT XIFUIFS
due to fraud or error. We design and perform audit procedures responsive to those risks,
BOEPCUBJOBVEJUFWJEFODFUIBUJTTVGåDJFOUBOEBQQSPQSJBUFUPQSPWJEFBCBTJTGPSPVS
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
• obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s or the Group's internal control.
• evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
• conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
SFMBUFEUPFWFOUTPSDPOEJUJPOTUIBUNBZDBTUTJHOJåDBOUEPVCUPOUIF$PNQBOZnTBCJMJUZUP
continue as a going concern. If we conclude that a material uncertainty exists, we are required
UPESBXBUUFOUJPOJOPVSBVEJUPSnTSFQPSUUPUIFSFMBUFEEJTDMPTVSFTJOUIFåOBODJBMTUBUFNFOUT
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.
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q FWBMVBUFUIFPWFSBMMQSFTFOUBUJPO TUSVDUVSFBOEDPOUFOUPGUIFåOBODJBMTUBUFNFOUT JODMVEJOH
UIFEJTDMPTVSFT BOEXIFUIFSUIFåOBODJBMTUBUFNFOUTSFQSFTFOUUIFVOEFSMZJOHUSBOTBDUJPOT
and events in a manner that achieves fair presentation.

Report on Other Legal and Regulatory Requirements
Opinion on the Board of Directors' report

q PCUBJOTVGåDJFOUBQQSPQSJBUFBVEJUFWJEFODFSFHBSEJOHUIFåOBODJBMJOGPSNBUJPOPGUIFFOUJUJFT
PSCVTJOFTTBDUJWJUJFTXJUIJOUIF(SPVQUPFYQSFTTBOPQJOJPOPOUIFDPOTPMJEBUFEåOBODJBM
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

#BTFEPOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTEFTDSJCFEBCPWF JUJTPVSPQJOJPOUIBU
the information presented in the Board of Directors' report, including the statements
PODPSQPSBUFHPWFSOBODFBOEDPSQPSBUFTPDJBMSFTQPOTJCJMJUZ DPODFSOJOHUIFåOBODJBM
TUBUFNFOUTBOEUIFHPJOHDPODFSOBTTVNQUJPOJTDPOTJTUFOUXJUIUIFåOBODJBMTUBUFNFOUT
and complies with the law and regulations.

We communicate with the Board of Directors regarding, among other matters, the planned
TDPQFBOEUJNJOHPGUIFBVEJUBOETJHOJåDBOUBVEJUåOEJOHT JODMVEJOHBOZTJHOJåDBOU
EFåDJFODJFTJOJOUFSOBMDPOUSPMUIBUXFJEFOUJGZEVSJOHPVSBVEJU

Opinion on Accounting Registration and Documentation

We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
From the matters communicated with the Board of Directors, we determine those matters
UIBUXFSFPGNPTUTJHOJåDBODFJOUIFBVEJUPGUIFåOBODJBMTUBUFNFOUTPGUIFDVSSFOU
period and are therefore the key audit matters. We describe these matters in our auditor's
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected
UPPVUXFJHIUIFQVCMJDJOUFSFTUCFOFåUTPGTVDIDPNNVOJDBUJPO

#BTFEPOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTEFTDSJCFEBCPWF BOEDPOUSPM
procedures we have considered necessary in accordance with the International Standard
on Assurance Engagements (ISAE) 3000, Assurance Engagements Other than Audits
or Reviews of Historical Financial Information, it is our opinion that management has
GVMåMMFEJUTEVUZUPQSPEVDFBQSPQFSBOEDMFBSMZTFUPVUSFHJTUSBUJPOBOEEPDVNFOUBUJPO
of the Company's accounting information in accordance with the law and bookkeeping
standards and practices generally accepted in Norway.

Oslo, 7 March 2019
KPMG AS

Roland Fredriksen
State Authorised Public Accountant
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Alternative
Performance
Measures
Aker Solutions discloses alternative
performance measures in addition
to those normally required by IFRS
as such performance measures
are frequently used by securities
analysts, investors and other
interested parties. Alternative
performance measures are meant
to provide an enhanced insight into
THEÖOPERATIONS ÖÙNANCINGÖANDÖFUTUREÖ
prospects of the company.
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7YVÄ[4LHZ\YLZ
EBITDA and EBIT terms are presented as they are used by
åOBODJBMBOBMZTUTBOEJOWFTUPST4QFDJBMJUFNTBSFFYDMVEFEGSPN
EBITDA and EBIT as alternative measures to provide enhanced
JOTJHIUJOUPUIFåOBODJBMEFWFMPQNFOUPGUIFCVTJOFTTPQFSBUJPOT
and to improve comparability between different periods.

Projects
Amounts in NOK million

Revenue
Gain/loss sale of PPE

EBITDA

is short for earnings before interest, taxes,
depreciation and amortization. EBITDA
DPSSFTQPOETUPUIFoPQFSBUJOHJODPNFCFGPSF
EFQSFDJBUJPO BNPSUJ[BUJPOBOEJNQBJSNFOUpJO
the consolidated income statement in the annual
report.

Margins

Special items

is short for earnings before interest and taxes.
&#*5DPSSFTQPOETUPoPQFSBUJOHJODPNFpJOUIF
consolidated income statement in the annual
report.
such as EBITDA margin and EBIT margin is
VTFEUPDPNQBSFSFMBUJWFQSPåUCFUXFFOQFSJPET
EBITDA margin and EBIT margin are calculated
as EBITDA or EBIT divided by revenue.
may not be indicative of the ongoing operating
SFTVMUPSDBTIæPXTPGUIFDPNQBOZ1SPåU
measure excluding special items is presented
as an alternative measures to improve
comparability of the underlying business
performance between the periods.

Aker Solutions

2018

2017

2018

2017

2018

2017

2018

2017

19,920

17,660

5,096

4,560

216

240

25,232

22,461

0

0

0

0

-50

0

-50

0

Non-qualifying hedges

0

0

0

0

-6

-24

-6

-24

Sum of special items excluded from revenue

0

0

0

0

-56

-24

-56

-24

19,920

17,660

5,096

4,560

160

216

25,176

22,436

1,354

1,217

678

605

-222

-303

1,810

1,519

0

0

0

0

-50

0

-50

0

Restructuring cost

10

78

10

3

19

6

39

86

Onerous lease cost

3

-3

4

0

8

42

15

40

Revenue ex. special items

EBITDA
Gain/loss sale of PPE

EBIT

Other/
eliminations

Services

Non-qualifying hedges

0

0

0

0

-11

10

-11

10

Transaction costs and other

4

0

0

0

4

10

8

10

Sum of special items excluded from EBITDA
EBITDA ex. special items

17

75

14

3

-29

68

2

146

1,371

1,292

692

607

-251

-234

1,812

1,665

EBITDA margin

6.8%

6.9%

13.3%

13.3%

7.2%

6.8%

EBITDA margin ex. special items

6.9%

7.3%

13.6%

13.3%

7.2%

7.4%

843

608

511

429

-305

-466

1,049

571

Sum of special items excluded from EBITDA

17

75

14

3

-29

68

2

146

Impairments

15

90

2

0

5

66

22

156

EBIT

Sum of special items excluded from EBIT

32

165

17

3

-24

135

24

302

874

773

528

432

-329

-331

1,074

874

EBIT margin

4.2%

3.4%

10.0%

9.4%

4.2%

2.5%

EBIT margin ex. special items

4.4%

4.4%

10.4%

9.5%

4.3%

3.9%

EBIT ex. special items
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Order Intake Measures

Gross and Net
Interest-Bearing Debt

Order intake and order backlog are presented as alternative performance measures,
as they are indicators of the company’s revenues and operations in the future.
Order intake

Order backlog

includes new signed contracts in the period in addition to
expansion of existing contracts. For construction contracts, the
order intake is based on the signed contract value excluding
potential options and change orders. For service contracts, the
PSEFSJOUBLFJTCBTFEPOUIFFTUJNBUFEWBMVFPGåSNQFSJPETJOUIF
contracts.
represents the estimated value of remaining work on signed
contracts.

is a measure of the current capital necessary to maintain
operations. Working capital includes trade receivables,
trade payables, accruals, provisions and current tax assets
and liabilities.

Amounts in NOK million

2018

2017

Current borrowings

1,125

539

Non-current borrowings

1,788

2,576

Gross interest-bearing debt

2,913

3,114

Current interest-bearing receivables

-47

-128

Non-current interest-bearing receivables1

-46

-39

Cash and cash equivalents

-2,473

-1,978

Net interest-bearing debt

347

970

1) Non-current interest-bearing receivables are included in Other non-current assets in consolidated balance sheet.

Financing Measures
"MUFSOBUJWFåOBODJOHBOEFRVJUZNFBTVSFTBSFQSFTFOUFEBTUIFZBSFJOEJDBUPSTPGUIF
DPNQBOZnTBCJMJUZUPPCUBJOåOBODJOHBOETFSWJDFJUTEFCUT
3PX\PKP[`)\ɈLY

Amounts in NOK million

is a measure of available cash and is calculated by adding
together the cash and cash equivalents and the unused
credit facility.
2018

Net Current Operating
Assets (NCOA) or
Working Capital

is a measure of the current capital necessary to maintain
operations. Working capital includes trade receivables,
trade payables, accruals, provisions and current tax assets
and liabilities.

2017
Amounts in NOK million

Cash and cash equivalents

2,473

1,978

Credit facility (unused)

5,000

3,750

-JRVJEJUZCVGGFS

7,473

5,728

Inventory
Trade and other receivables
Current tax assets
Trade and other payables
Provisions
Current tax liabilities
Net current operating assets (NCOA)

2018

2017

326

428

8,236

6,843

109

174

-8,450

-7,304

-906

-942

-68

-43

-753

-844
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Telephone:
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+47 67 51 30 00

Postal address:
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Key Figures
2017

Amounts in NOK million unless otherwise stated

2016

ORDERS AND RESULTS
Order backlog December 31

34,581

31,188

Order intake

23,553

17,004

Revenue

22,461

25,557

EBITDA

1,519

1,929

EBITDA margin (%)

6.8

7.5

EBITDA margin ex. special items (%)

7.4

8.3

EBIT

571

687

EBIT margin (%)

2.5

2.7

EBIT margin ex. special items (%)

3.9

5.3

/FUQSPåU

239

152

587

312

Net interest-bearing debt

970

1,002

Equity ratio (%)

35.7

29.8

Liquidity reserve

5,728

7,480

Share price December 31 (NOK)

46.19

41.37

Basic earnings per share (NOK)

0.81

0.21

Own employees

13,796

14,385

Per million worked hours

0.47

0.30

Per million worked hours

1.35

1.30

Percentage of total working hours

2.80

2.75

CASHFLOW
$BTIæPXGSPNPQFSBUJPOBMBDUJWJUJFT
BALANCE SHEET

SHARE

EMPLOYEES
Total employees December 31
HSE
Lost time incident frequency
Total recordable incident frequency
Sick-leave rate
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Key Figures

Revenue

EBIT and margin

Order intake and backlog

Amounts in NOK billion

Amounts in NOK billion and percent

Amounts in NOK billion

35

1.5

3.5

40
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30

3.0

25

1.0

25

2.0

20

20
15
0.5

10

30

2.5

1.5

15
10

1.0

5
0

0

2015
Revenue

2016

2017

0

2015
EBIT (NOK billion)

2016

5
0

2017
EBIT margin (percent)

2015
Intake

2016

2017

Backlog
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Projects
Revenue

EBIT and margin

Order intake and backlog

Amounts in NOK billion

Amounts in NOK billion and percent

Amounts in NOK billion

8

3.5
3.0

30

6

25
20

4

15

2.5

25

2.0

20

1.5
2

10

30

15
10

1.0
5

5
0

0

2015

2016

0

2015

2017

Revenue

2016

EBIT (NOK billion)

0

2017

2015

EBIT margin (percent)

Intake

2016

2017

Backlog

Services
Revenue

EBIT and margin

Order intake and backlog

Amounts in NOK billion

Amounts in NOK billion and percent

Amounts in NOK billion

8
8
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Strategy

Highlights

Aker Solutions’ new strategy aims to strengthen
the company’s competitiveness and ability to serve
CUSTOMERSÖ)TÖHASÖÙVEÖMAINÖPRIORITIESÖCUSTOMERS Ö
PARTNERSHIPS ÖINNOVATION ÖOPERATIONALÖEXCELLENCEÖ
and services.

Johan Castberg
The company in December secures several key
ORDERSÖFORÖTHISÖLANDMARKÖ!RCTICÖDEVELOPMENT Ö
including for the subsea production system and
TOPSIDEÖDESIGNÖOFÖTHEÖÚOATINGÖPRODUCTION ÖSTORAGEÖ
ANDÖOFÚOADINGÖFACILITYÖ!KERÖ3OLUTIONSÖHASÖSINCEÖTHEÖ
earliest project phases worked closely with the
customer Statoil to help reduce costs and enable
the development to move forward.

Front End
Aker Solutions sees a surge in demand for front-end
ENGINEERING ÖWINNINGÖÖAWARDSÖFORÖSUCHÖWORKÖ
Early involvement in a development enables the
COMPANYÖTOÖSIGNIÙCANTLYÖOPTIMIZEÖTHEÖOVERALLÖPROJECTÖ
It also puts it in a strong position to secure work in
THEÖNEXTÖPROJECTÖPHASESÖ

Low Carbon
!KERÖ3OLUTIONSÖINÖ$ECEMBERÖINVESTSÖINÖÚOATINGÖ
offshore wind technology company Principle Power
Inc. The two companies form an alliance that will
UTILIZEÖ!KERÖ3OLUTIONSlÖOFFSHOREÖEXPERTISE ÖPARTICULARLYÖ
INÖÚOATINGÖFACILITIES ÖTOÖBRINGÖ0RINCIPLEÖ0OWERlSÖ
technology to a broader market. Aker Solutions also
strengthens its carbon capture technologies with a
standardized modular unit that helps lower costs.

Digitalization
Aker Solutions accelerates efforts to drive digital
SOLUTIONSÖTHATÖIMPROVEÖTHEÖEFÙCIENCYÖOFÖENERGYÖ
DEVELOPMENTS ÖINCLUDINGÖTHEÖ053(ÖPROGRAMÖ
and development of data structures to build
and maintain digital twins for energy assets.

Aker BP
Aker Solutions in April secures a framework
agreement with Aker BP to provide engineering
ANDÖPROCUREMENTÖSERVICESÖFORÖNEWÖOFFSHOREÖÙELDÖ
INSTALLATIONSÖFORÖASÖMANYÖASÖÖYEARSÖ

Services
!KERÖ3OLUTIONSÖTAKESÖSTEPSÖTOÖEXPANDÖITSÖ
services business internationally. These include
THEÖACQUISITIONÖOFÖ2EINERTSEN ÖTHEÖTHIRD LARGESTÖ
MAINTENANCEÖANDÖMODIÙCATIONSÖSUPPLIERÖOFFSHOREÖ
.ORWAY ÖANDÖTHEÖSUCCESSFULÖINTEGRATIONÖOFÖ#3%Ö
Mecânica e Instrumentação Ltda in Brazil following
Aker Solutions’ acquisition of a majority stake in the
COMPANYÖINÖ$ECEMBERÖ

Sustainability
Aker Solutions steps up efforts to promote industry
SUSTAINABILITY ÖINCLUDING working for The International
Association of Oil & Gas Producers to help drive
greater standardization across the sector.
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#thejourney
Aker Solutions meets its target to improve cost
EFÙCIENCYÖACROSSÖTHEÖBUSINESSÖBYÖATÖLEASTÖÖPERCENTÖ
BYÖTHEÖENDÖOFÖÖ4HEÖCOMPANYÖNOWÖAIMSÖFORÖANÖ
ADDITIONALÖCOST EFÙCIENCYÖIMPROVEMENTÖOFÖATÖLEASTÖÖ
PERCENTÖPERÖYEARÖBYÖTHEÖENDÖOFÖ

Natural Gas
Aker Solutions bolsters its capabilities in natural
GAS ÖANÖAREAÖWITHÖGREATÖPOTENTIALÖ4HEÖCOMPANYÖ
AIMSÖTOÖUSEÖITSÖCAPABILITIESÖINÖGASÖCOMPRESSION Ö
SUBSEAÖANDÖÚOATINGÖFACILITYÖDESIGNÖTOÖINTEGRATEÖ
offshore gas developments to help unlock value.

ÖÖÖÖÖÖ3TRONGÖ%XECUTION
Aker Solutions delivers consistently strong
EXECUTIONÖONÖMAJORÖOFFSHOREÖENERGYÖPROJECTS Ö
INCLUDINGÖ:OHRÖINÖ%GYPT Ö-OHOÖINÖ#ONGO "RAZZAVILLE Ö
+AOMBOÖINÖ!NGOLA Ö'INAÖ+ROGÖINÖ.ORWAYÖANDÖ
+RAKENÖINÖTHEÖ5+Ö

ÖÖÖÖÖÖ(33%
The safety of Aker Solutions’ employees is always
THEÖTOPÖPRIORITYÖ!KERÖ3OLUTIONSÖHASÖÖDAYSÖ
WITHOUTÖAÖRECORDABLEÖINJURY ÖILLNESS ÖSPILLÖORÖINCIDENTÖ
INÖ ÖCOMPAREDÖWITHÖÖDAYSÖTHEÖPRIORÖYEARÖ
!KERÖ3OLUTIONSÖHASÖNINEÖSERIOUSÖINCIDENTSÖINÖ Ö
COMPAREDÖWITHÖÖINÖ
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Looking Forward
Aker Solutions always
moves with the times.
Innovation is embedded in our
almost two century-old DNA. This
has allowed us to emerge leaner and
stronger from the deepest slowdown
the oil and gas industry has ever
seen. At the same time, we have
pivoted to play a crucial role in the big
energy transformation that is upon us.
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Oil and gas remain central to our business. We have played a key role in bringing down
costs in the industry, enabling more projects to move ahead. We rounded off 2017 with a
strong order intake. Solid execution on major projects globally and TJHOJåDBOUFGåDJFODZ
improvements are supporting margins amid increasing signs of a market recovery.
But we are at heart a technology and engineering company. With those skills you can be
anywhere and solve any problem. The world will always need more energy – in whatever
form – especially as we transition to a low-carbon society. That is why we are focused on
sustainable solutions. Subsea is already playing a major role, but we are also branching
out to put our expertise harder to work on gas developments, carbon capture and
offshore wind.
We see ourselves as a key partner in helping provide the sustainable energy solutions the
world needs – it’s both the right thing to do and also good business.
*OUFSOBMMZ XFDPOUJOVFEUPNBLFTJHOJåDBOUBEKVTUNFOUTJO"OFXTUSBUFHZDFOUFSFE
on customers, partnerships, innovation, operational excellence and services was brought
UPMJGF0VSOFXPSHBOJ[BUJPOBMTUSVDUVSFCFDBNFGVMMZPQFSBUJPOBMXJUIåWFEFMJWFSZDFOUFST
$VTUPNFS.BOBHFNFOU 'SPOU&OE 1SPEVDUT 1SPKFDUTBOE4FSWJDFT5IFTFSFæFDUPVS
CVTJOFTTXPSLæPXGSPNFBSMZFOHBHFNFOUUPQSPKFDUFYFDVUJPOBOEUISPVHIUPTFSWJDFT
and decommissioning.
5IJTTFUVQJTESJWJOHMFBOFSXPSLæPXTBOETUBOEBSEJ[BUJPO BOEIFMQFEVTBDIJFWFBUBSHFU
UPJNQSPWFDPTUFGåDJFODZBDSPTTUIFCVTJOFTTCZBUMFBTUQFSDFOUCZUIFFOEPG
Digitalization underpins the strategy and the business. It is changing the way we work
and what we offer customers. Last year, about half of our research and development
investments went to digital initiatives. This includes the PUSH program, which was started
in 2016 to develop software that cuts costs, improves schedules for energy developments
and strengthens operations.
All of this is helping us to be on the offensive. We last year bought Reinertsen, the thirdMBSHFTUNBJOUFOBODFBOENPEJåDBUJPOTTVQQMJFSPGGTIPSF/PSXBZ CPPTUJOHPVSNBSLFU
presence as we position for a recovery.

9

We won contracts across the business and deepened our
relationships with major customers. This included framework
agreements with Aker BP for as many as 10 years and for StatoilPQFSBUFEåFMETPGGTIPSF/PSXBZ8FTFDVSFETFWFSBMPSEFSTGPSUIF
landmark Johan Castberg development, where we have worked
DMPTFMZXJUI4UBUPJMTJODFUIFCFHJOOJOHUPTJHOJåDBOUMZMPXFSDPTUT

We see ourselves as a key
partner in helping provide the
sustainable energy solutions
the world needs – it’s both
the right thing to do and
also good business.
Those orders highlight the value of our front-end engineering
capabilities, a key tool in winning more work. We saw a surge in
demand last year, securing 124 front-end orders. Twenty-six of
our concept studies led to FEEDs and twelve FEEDs led to fullyæFEHFEQSPKFDUT
Our partnerships also paid off. Our subsea alliance with Aker BP
BOE4VCTFBDPNQMFUFEJUTåSTUQSPKFDUGBTUFSBOEDIFBQFSUIBO
planned, highlighting the potential from standardizing processes
and solutions.
All of this work is not going unnoticed. Last year, the International
Association of Oil & Gas Producers, which produces about 40
percent of the world’s petroleum, selected Aker Solutions to help
drive greater standardization across the sector.
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5IFDPTUFGåDJFODZESJWFBOETUSPOHQSPKFDUFYFDVUJPOIFMQFENBJOUBJOTUBCMFVOEFSMZJOH
NBSHJOT8FIBEBTPMJEåOBODJBMQPTJUJPOXJUIBMJRVJEJUZCVGGFSPG/0,CJMMJPOBUUIF
end of the year.
"TBMXBZT UIFTBGFUZBOEIFBMUIPGPVSFNQMPZFFTSFNBJOTPVSåSTUQSJPSJUZ*O XF
had 313 days without a recordable injury, illness, spill or incident, up from 296 days in the
previous year. We had nine serious incidents compared with 34 in 2016. This indicates the
business is improving.
We are committed to the principles of the UN Global Compact and to responsible and
sustainable business practices. We continue to strengthen our anti-corruption efforts
and prioritize good corporate governance. We are also continuing to promote diversity
in our workforce through clear requirements in our recruitment, people development and
programs supporting equal opportunity.
In summary, it was an eventful and successful year and I am proud of the strong
dedication shown by Aker Solutions’ employees. I am also encouraged by the positive
market signs and where our hard work has positioned us.

Luis Araujo
*OPLM,_LJ\[P]L6ɉJLY
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Board of Directors’
Report
Aker Solutions in
ÖTOOKÖSTEPSÖTOÖ
further streamline and
strengthen the business
in a challenging market.
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The company introduced a strategy aimed at boosting its competitiveness and
accelerated a push to drive digital transformation. It achieved a companywide
JVZ[LɉJPLUJ`[HYNL[KLLWLULKJVSSHIVYH[PVUZHUKLU[LYLKUL^THYRL[Z
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UIBUEFWFMPQGSPOUFOEDPODFQUTNPSFFGåDJFOUMZBOEBDDVSBUFMZ 
PQUJNJ[JOHUIFSFUVSOPOJOWFTUNFOUBOESFEVDJOHSJTLJOåFME
development. Aker Solutions also develops data structures to
build and maintain digital twins for energy assets.

Overview
Building on nearly two centuries of technological and engineering excellence, Aker Solutions
JTDPNNJUUFEUPåOEJOHTPMVUJPOTUPCSJOHFOFSHZSFTPVSDFTTBGFMZBOEDPTUFGGFDUJWFMZJOUP
production, maximize recovery and minimize the environmental footprint.
The company provides products, systems and services ranging from concept studies
and front-end engineering to subsea production systems and services for enhancing and
FYUFOEJOHUIFMJGFPGBåFME5IFNBJODVTUPNFSTBSFJOUFSOBUJPOBM OBUJPOBMBOEJOEFQFOEFOU
energy companies.
Aker Solutions had 13,796 own employees and was present in 24 countries at the end of 2017.
5IFNBJOPGåDFJTJO'PSOFCV /PSXBZ"LFS4PMVUJPOT"4"JTMJTUFEPOUIF0TMP4UPDL&YDIBOHF

Aker Solutions’ strategy builds
on its vision of being a leader in
forging a sustainable future
for the global energy industry
and the world it serves.

Strategy and Organizational Development
Aker Solutions’ strategy builds on its vision to be a leader in forging a sustainable future
for the global energy industry and the world it serves. The company provides solutions
to safely and sustainably develop, operate and retire customers’ energy assets. These
efforts are reinforced through alliances with other businesses that aim to deliver innovative
and cost-effective solutions. Aker Solutions also develops solutions to decarbonize the
JOEVTUSZ JODMVEJOHDBSCPODBQUVSFBOEPGGTIPSFFMFDUSJåDBUJPO
Aker Solutions in 2017 introduced a new strategy aimed at further strengthening its
DPNQFUJUJWFOFTTBOEBCJMJUZUPTFSWFDVTUPNFST5IFTUSBUFHZIBTåWFNBJOQSJPSJUJFT
customers, partnerships, innovation, operational excellence and services. It is underpinned
by the company’s continuous improvement efforts and push to develop and deploy new
and existing digital technologies.
A key strategic objective is to drive digital transformation at Aker Solutions. The company
last year allocated about half of all research and development (R&D) investments to
digital initiatives. It accelerated efforts to develop digital solutions that improve the
FGåDJFODZPGFOFSHZEFWFMPQNFOUT5IJTJODMVEFTUIF164)QSPHSBN XIJDIXBTJOJUJBUFE
in 2016 to develop software that adds value, cuts costs and improves schedules for
åFMEEFWFMPQNFOUTBOEPQFSBUJPOT5IFQSPHSBNIBTBMSFBEZEFWFMPQFEBQQMJDBUJPOT

Building on these efforts, the company in 2018 formed a longterm strategic collaboration with software company Cognite.
Aker Solutions will use Cognite's industrial data platform to collect
and analyze large volumes of data from offshore energy installations,
providing solutions that will enable customers to make informed
decisions about an energy asset at any stage of its lifetime.
Aker Solutions in 2017 fully implemented a reorganization that
TUSFBNMJOFEUIFCVTJOFTTTUSVDUVSFUPCFUUFSSFæFDUJUTXPSLæPX
from early engagement with customers to project execution and
through to life-of-asset services and decommissioning. It replaced
UIFCVTJOFTTBSFBTUSVDUVSFXJUIUIFGPMMPXJOHEFMJWFSZDFOUFST
Customer Management, Front End, Products, Projects and
Services.
5IFDPNQBOZDPODMVEFEUIFåSTUQIBTFPGJUTHMPCBMDPTU
FGåDJFODZJNQSPWFNFOUQSPHSBN UIFKPVSOFZ5IFQSPHSBN 
initiated in 2016, is now entering a second phase emphasizing

Menu

PAGE

AKER SOLUTIONS ANNUAL REPORT 2017 BOARD OF DIRECTORS' REPORT

continuous improvement. Aker Solutions has been simplifying its work methods,
organizational setup and geographic footprint to drive improvements across the business.
5IFDPNQBOZJTBMTPTUBOEBSEJ[JOHJUTQSPEVDUTBOETFSWJDFTBOECPPTUJOHFGåDJFODZ
through innovation and digital technologies.

parties and the operator and suppliers work as one integrated
UFBNPWFSTFWFSBMQSPKFDUTUPåOEBOESFVTFUIFNPTUDPTU
FGåDJFOUTPMVUJPOT"LFS4PMVUJPOTXJMMDPOUJOVFUPQVSTVF
opportunities to engage and collaborate with its customers.

Aker Solutions deepened its collaboration within the industry, including by working
for the International Association of Oil & Gas Producers (IOGP) to help drive greater
standardization across the sector. The company continued to work with partners that
BSFMFBEFSTJOUIFJSåFMETPGFYQFSUJTF TVDIBT"## ."/%JFTFM5VSCP 4BJQFN /07 
Alcatel and SBM Offshore. These collaborations span the offshore value chain and
work to develop solutions that will reduce costs, improve productivity and enhance the
environmental performance of energy developments.

Where We Operate

5IFDPNQBOZMBTUZFBSBMTPJOWFTUFEJOPGGTIPSFæPBUJOHXJOEQPXFSUFDIOPMPHZDPNQBOZ
Principle Power Inc., marking its entry into a growing renewable energy market. The
two companies formed a partnership that will utilize Aker Solutions’ offshore expertise,
FTQFDJBMMZJOæPBUJOHGBDJMJUJFT UPCSJOH1SJODJQMF1PXFSTUFDIOPMPHZUPBCSPBEFSNBSLFU
Aker Solutions operates in a fast-paced and competitive landscape characterized by
recent structural changes. The company will continue to monitor this landscape and
opportunistically consider new strategic partnerships and acquisitions that will strengthen
its competitiveness.

Customer Focus
Aker Solutions aims to provide the best experience in the industry for its customers, which
include major integrated oil and gas companies, national oil companies and independent
exploration and production companies. The company in 2017 sharpened its focus on
delivering value to clients by further strengthening its global customer management team.
Aker Solutions’ collaboration with customers has helped improve the overall economics
and performance of key offshore oil and gas developments. Working closely with
customers, particularly from the earliest phases of an energy project, enables a more
JOUFHSBUFEBOEIPMJTUJDBQQSPBDIUPåOEJOHFGGFDUJWFTPMVUJPOTBDSPTTUIFGVMMEFWFMPQNFOU
and production lifecycle.
Building on this approach, Aker Solutions in 2017 deepened its collaboration with Aker
BP and Subsea 7 through an alliance of all three companies formed the prior year. The
collaboration is based on a business model where risks and rewards are shared by all
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Aker Solutions is pursuing international growth while safeguarding
its existing market positions. The company is represented in all
major offshore oil and gas basins around the world from the Gulf
of Mexico and Brazil to the North Sea, Africa, Middle East and
Southeast Asia. The ongoing market slowdown in 2017 posed
challenges for the global oil and gas industry. Aker Solutions took
additional steps to streamline its global footprint while safeguarding
the capabilities required to take advantage of future opportunities.

4HYRL[6\[SVVR
"LFS4PMVUJPOTnåOBODJBMQFSGPSNBODFQSJNBSJMZEFQFOETPO
activity in global oil and gas markets.
While markets remained challenging in 2017, there was a gradual
pickup in activity during the year, particularly offshore Norway.
Most notably, Aker Solutions saw high demand for front-end
FOHJOFFSJOHBOETFDVSFELFZCSPXOåFMEBOEHSFFOåFMEDPOUSBDUT 
including for subsea projects in Norway.
There are increasing signs of a recovery because of higher oil
prices and declining development costs. Natural gas prices are
more stable due to the market’s improving ability to match supply
and demand. Increased demand for gas, especially in Asia, is
FYQFDUFEUPDPOUJOVF"EEJUJPOBMJOWFTUNFOUTJOMJRVFåFEOBUVSBM
gas are seen to be needed to ensure a long-term balance.
-PXFSCSFBLFWFOQSJDFT TJNQMFSåFMEBSDIJUFDUVSFBOENPSF
effective collaboration are spurring new developments. Several
large oil and gas projects were sanctioned last year at costs as
much as 50 percent lower than seen two to three years ago. The
company expects to see more projects being sanctioned in 2018
BNJEDPOUJOVFEåFSDFDPNQFUJUJPO"LFS4PMVUJPOTNBSHJOTXFSF
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last year helped by improved operations and cost reductions.
These efforts are expected to continue supporting margins in 2018.
Longer term, the outlook remains positive. Declining reserves
and lower oil and gas production in many parts of the world are
expected to generate investments in new developments and
JODSFBTFESFDPWFSZGSPNFYJTUJOHåFMET"LFS4PMVUJPOTJTXFMM
placed in key regions to provide the capabilities and technology to
lower development costs, improve recovery rates and reduce the
industry’s environmental footprint.

Corporate Responsibility
Corporate responsibility is about making good and sustainable
decisions that add value to the company, its stakeholders and
society. The company works to integrate corporate responsibility
considerations into internal processes and operations, seeking to
ensure sustainability, integrity and responsibility in its business.
The company is a signatory to the United Nations Global Compact,
the world’s largest corporate sustainability initiative, and is
committed to its 10 principles. Aker Solutions is a member of Trace
International, an international organization promoting transparency
and compliance with anti-corruption rules, and participates in
informal compliance forums with other Norwegian companies.
The company’s commitment to human and labor rights is covered
by the Global Framework Agreement between Aker ASA and
the Norwegian and international trade unions Fellesforbundet,
IndustriALL Global Union, NITO and Tekna. Aker Solutions
reports and communicates on corporate responsibility based
on recommendations from the Global Reporting Initiative. More
information is available in the company’s corporate responsibility
report for 2017 on www.akersolutions.com/cr-reports.
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Corporate Governance

,[OPJHSHUK7VSP[PJHS9PZRZ

Corporate governance is a framework of values, responsibilities and work processes to
control the business and promote a sustainable value creation for shareholders and other
stakeholders. The board of directors is responsible for ensuring sound governance at
Aker Solutions. The audit committee supports the board in ensuring the company has
internal procedures and systems in place for effective processes based on the principles
set out in the Norwegian Code of Practice for Corporate Governance.

Aker Solutions could potentially become involved in unethical
behavior, either directly or through third parties or partners.
The company has operations in countries associated with
high political, reputational and corruption risks. Key tools to
reduce these risks are the company’s code of conduct and
anti-corruption compliance program, which are implemented at
all locations globally. Risks are also managed through country
analyses, mandatory awareness training, compliance reviews and
integrity due diligence.

Aker ASA holds 34.8 percent of Aker Solutions, making it the company’s largest indirect
shareholder. The board of directors and executive management team of Aker Solutions
are conscious of all relations with Aker ASA, its subsidiaries and other entities in which
"LFS"4"IBTTJHOJåDBOUPXOFSTIJQJOUFSFTUT JODMVEJOH"LFS#1 ,WBFSOFS "LBTUPSBOE
Cognite. Aker Solutions has adopted related-party transaction procedures to ensure that
all transactions and other relations with such entities shall be premised on commercial
terms and structured in line with the arm’s length principle.
5IF3FMBUFE1BSUJFTOPUFUPUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTDPOUBJOTJOGPSNBUJPO
POUIFNPTUTJHOJåDBOUUSBOTBDUJPOTCFUXFFO"LFS4PMVUJPOTBOE"LFS"4" JUTTVCTJEJBSJFT
BOEPUIFSFOUJUJFTJOXIJDI"LFS"4"IBTTJHOJåDBOUPXOFSTIJQJOUFSFTUT.PSFJOGPSNBUJPO
is available in the corporate governance report for 2017 on www.akersolutions.com/
corporate-governance.

Aker Solutions has zero tolerance for corruption and works
vigilantly to combat such behavior. The company has control
systems in place throughout the organization that are designed to
identify and limit the effects of violations of the code of conduct.
In 2017 these internal mechanisms revealed behavior among a
few employees that breached the code of conduct. While the
breaches were limited in scope, the company took swift action
to address them. In general, employees face consequences
spanning from a warning to a dismissal for violating the code
of conduct.
The company last year further strengthened its anti-corruption
compliance framework. It updated several supporting documents
to the company’s anti-corruption compliance policy framework in
BSFBTTVDIBTHJGUTBOEIPTQJUBMJUZ CVTJOFTTQBSUOFSRVBMJåDBUJPO
processes, whistleblowing and country risk assessments. It
established a group-wide compliance plan and each delivery
center introduced annual risk-based compliance plans with
key focus areas and annual targets. The company introduced
new mandatory business ethics training, which was rolled out
to all employees. The company also conducted more country
risk assessments and integrity due diligence processes of
potential business partners than previously as it pursued more
opportunities in high-risk markets.
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Financial Performance
"LFS4PMVUJPOTQSFTFOUTJUTDPOTPMJEBUFEåOBODJBMTUBUFNFOUTJOBDDPSEBODFXJUIUIF
International Financial Reporting Standards (IFRS) as adopted by the European Union. All
amounts except those in the Parent Company Financial Statements on page 17 relate to
UIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTGPSUIFHSPVQ TJODFUIFQBSFOUDPNQBOZIBTWFSZ
limited operations.

Consolidated Financial Results
Aker Solutions’ revenue declined to NOK 22.5 billion in 2017 from NOK 25.6 billion the
prior year amid the market slowdown. Earnings before interest and taxes (EBIT) fell to
NOK 571 million from NOK 687 million a year earlier, burdened by NOK 86 million in
costs for restructuring and workforce reductions, and NOK 40 million for lease costs on
WBDBUFEPGåDFTQBDF&BSOJOHTXFSFJNQBDUFECZBOVOSFBMJ[FEloss of NOK 10 million on
non-qualifying hedges and other non-recurring losses of NOK 10 million. Aker Solutions
booked NOK 156 million in impairment charges on capitalized research and development
programs as well as machinery and equipment. Excluding these special items EBIT fell to
NOK 0.9 billion from NOK 1.3 billion a year earlier.
Interest income was NOK 55 million in 2017 compared with NOK 65 million the previous
year. Interest expenses fell to NOK 305 million from NOK 477 million in 2016 because of
BEFDSFBTFJOCPSSPXJOHT"LFS4PMVUJPOTIFEHFTDVSSFODZSJTLGPSBMMTJHOJåDBOUQSPKFDU
exposures. More than 80 percent of the value of the hedging instruments either qualify
for hedge accounting or are hedges of separated embedded derivatives. Income before
tax increased to NOK 399 million in 2017 from NOK 273 million the year before. Income
tax expenses were NOK 160 million, up from NOK 121 million in 2016. This corresponds
to an effective tax rate of 40 percent, down from 44 percent the year before. Net income
after tax in 2017 was NOK 239 million compared with NOK 152 million the previous year.
Earnings per share were NOK 0.81 versus NOK 0.21 in 2016.
The board of directors has proposed that no dividend payment be made for 2017. While
"LFS4PMVUJPOTnåOBODFTXFSFTPMJE XJUIBMJRVJEJUZCVGGFSPG/0,CJMMJPOBUUIFFOE
of the year, the board considered it prudent to exercise caution and conserve cash amid
continued uncertainty about the market outlook. The company maintains its policy of
QBZJOHBEJWJEFOEPGCFUXFFOQFSDFOUBOEQFSDFOUPGOFUQSPåUPWFSUJNF

Projects Financial Results
5IFQSPKFDUTTFHNFOUQSPWJEFTHSFFOåFMEFOHJOFFSJOHBOEQSPDVSFNFOU CSPXOåFME
NPEJåDBUJPOT IPPLVQBOETVCTFBFRVJQNFOUBOETZTUFNT5IFTFHNFOUBJNTUPEFMJWFS
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world-class project execution by building excellence in project
management, engineering, fabrication and offshore construction.
5IFQSPKFDUTTFHNFOUJTFYUFSOBMMZSFQPSUFEJOUXPTVCTFHNFOUT
TVCTFBBOEåFMEEFTJHO
Projects revenue declined to NOK 17.7 billion in 2017 from
NOK 20.6 billion the year before, mainly related to the subsea
TVCTFHNFOU QBSUJBMMZPGGTFUCZIJHIFSSFWFOVFJOUIFåFMEEFTJHO
sub-segment. The EBIT margin increased to 3.4 percent from 2.3
percent a year earlier. Excluding special items, the EBIT margin
was 4.4 percent compared with 4.8 percent a year earlier.
The full-year order intake was NOK 18.2 billion in 2017, up from
NOK 13.6 billion the prior year. The order backlog was NOK 24.8
billion at the end of 2017 versus NOK 22.3 billion a year earlier.

Services Financial Results
The services segment provides subsea lifecycle services (SLS)
and production asset services (PAS). The SLS part is mainly
related to installation, operations and maintenance support
services related to subsea equipment. The PAS part is mainly
related to outsourced asset management services, maintenance
of offshore infrastructure and asset integrity management
services. A key strategic objective of the company is to
strengthen and grow its services business globally, positioning
Aker Solutions as a partner of choice for customers.
Services revenue declined to NOK 4.6 billion in 2017 from
NOK 5 billion the year before, mainly related to the subsea
lifecycle services area, partially offset by slightly higher revenue
in the production asset services area. The EBIT margin increased
to 9.4 percent from 9.1 percent a year earlier. Excluding special
items, the EBIT margin was 9.5 percent compared with 9.4
percent a year earlier.
The full-year order intake was NOK 5.1 billion in 2017, up from
NOK 3.5 billion the prior year. The order backlog was NOK 9.7
billion at the end of 2017 versus NOK 8.8 billion a year earlier.
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Projects
Amounts in NOK million unless otherwise noted

Operating revenue
EBITDA
EBITDA margin (%)
EBITDA ex. special items

Financial Position

Services

2017

2016

2017

2016

17,660

20,627

4,560

5,001

1,217

1,547

605

601

6.9

7.5

13.3

12.0

1,292

1,602

607

618

EBITDA margin ex. special items (%)

7.3

7.8

13.3

12.4

EBIT

608

478

429

454

EBIT margin (%)

3.4

2.3

9.4

9.1

EBIT ex. special items

773

997

432

471

EBIT margin ex. special items (%)

4.4

4.8

9.5

9.4

-712

-1,297

511

921

3,873

4,442

1,792

1,587

NCOA (or working capital)
Net capital employed
Order intake

18,177

13,607

5,116

3,461

Order backlog

24,807

22,327

9,743

8,849

6,980

9,623

5,036

4,448

Employees
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*HZOÅV^
$POTPMJEBUFEDBTIæPXGSPNPQFSBUJOHBDUJWJUJFTEFQFOETPOBOVNCFSPGGBDUPST JODMVEJOH
progress on and delivery of projects, changes in working capital and prepayments from
customers. Net cash from operating activities was NOK 587 million in 2017 compared with
NOK 312 million a year earlier. Net current operating assets were negative NOK 844 million
at the end of 2017 compared with negative NOK 904 million a year earlier.
8PSLJOHDBQJUBMNBZæVDUVBUFDPOTJEFSBCMZEVFUPMBSHFNJMFTUPOFQBZNFOUTPOQSPKFDUT
"LFS4PMVUJPOTnOFUDBTIPVUæPXGPSJOWFTUJOHBDUJWJUJFTXBT/0,NJMMJPOJO 
compared with NOK 1.2 billion a year earlier. This included the acquisition of Reinertsen’s
Norwegian oil and gas services business. Investments in technology development and
*5XFSF/0,NJMMJPO DPNQBSFEXJUI/0,NJMMJPOBZFBSFBSMJFS/FUDBTIPVUæPX
SFMBUFEUPåOBODJOHBDUJWJUJFTXBT/0,NJMMJPO VQGSPN/0,NJMMJPOJO5IF
company redeemed a NOK 1.5 billion bond in June 2017, utilizing the revolving credit
facility.

Assets, Equity and Liability
Non-current assets totaled NOK 9.9 billion at the end of 2017,
compared with NOK 10.3 billion the year before. Goodwill and
other intangible assets amounted to NOK 5.8 billion, up from
NOK 5.6 billion in 2016. The company had net interest bearing
debt of NOK 970 million in 2017, compared with NOK 1 billion
the prior year. The net interest bearing debt consists of current
and non-current borrowings excluding cash and interest-bearing
receivables. The debt includes bond loans in the Norwegian
market, bank loans with Nordic and international banks, local
åOBODJOHJO#SB[JMBOETPNFTNBMMFSMPBOGBDJMJUJFTCFUXFFOHSPVQ
TVCTJEJBSJFTBOEMPDBMCBOLT5IFåOBODJBMQPTJUJPOXBTTPMJEBU
the end of the year with a total liquidity buffer at NOK 5.7 billion.
This included cash and bank deposits of NOK 1.9 billion as well
as undrawn and committed long-term revolving bank credit
facilities of NOK 3.75 billion. Capital adequacy and liquidity were
generally deemed solid at the end of 2017, putting the company
in a good position to meet challenges and opportunities over the
next few years.
The book value of equity including non-controlling interests was
NOK 7 billion at the end of 2017, compared with NOK 6.4 billion
a year earlier. The company’s equity ratio was 35.7 percent of the
total balance sheet, up from 29.8 percent a year earlier.

Parent Company Financial Statements
Aker Solutions ASA, the parent company of the Aker Solutions
group, owns and manages the group’s subsidiaries. Aker
Solutions ASA has outsourced all company functions to other
companies in the group, mainly Aker Solutions AS. Assets and
liabilities related to the corporate treasury function are held
by Aker Solutions ASA. Aker Solutions ASA had a net loss of
NOK 187 million in 2017 compared with a net loss of NOK 199
million in 2016 mainly consisting of corporate costs and interest
expenses. The parent company’s dividend policy is to pay
TIBSFIPMEFSTQFSDFOUUPQFSDFOUPGOFUQSPåUBTBOBOOVBM
dividend over time.
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The dividend will be paid in cash or share buybacks or a combination of both. The board
of directors proposed that no dividend payment be made for 2017 as it was deemed
prudent to exercise caution amid continued uncertainty about the market outlook. More
JOGPSNBUJPOPOUIFBMMPDBUJPOPGQSPåUTDBOCFGPVOEJOUIFJODPNFTUBUFNFOUPGUIFQBSFOU
company on page 90 of this report.

The company in 2017 targeted three key areas for its subsea
QSPEVDUT


Subsea production system products



Next-generation controls, instruments, sensors and
automation systems



Software solutions supporting data acquisition and analytics,
JNQSPWFEPQFSBUJPOBMFGåDJFODZBOEBOJNQSPWFEDVTUPNFS
experience

Going Concern
*OBDDPSEBODFXJUIUIF/PSXFHJBO"DDPVOUJOH"DU UIFCPBSEDPOåSNTUIBUUIF
DPOTPMJEBUFEåOBODJBMTUBUFNFOUTBOEQBSFOUDPNQBOZåOBODJBMTUBUFNFOUTIBWFCFFO
prepared on the basis of the going-concern assumption.

Research, Innovation and Technology
Aker Solutions seeks to build on its strengths in key markets through investments in
JOOPWBUJPO SFTFBSDIBOEEFWFMPQNFOU5IFGPDVTJTPOEFWFMPQJOHOFXDPTUFGåDJFOU
concepts, technologies and products that address the challenges customers face as the
PGGTIPSFQFUSPMFVNJOEVTUSZNPWFTJOUPBOFSBPGEFDMJOJOHQSPEVDUJPOBUNBUVSJOHåFMET
BOEJODSFBTJOHMZDPNQMFYSFTFSWPJSTBUHSFFOåFMEQSPKFDUT
The research and development portfolio in 2017 involved more than 10 key projects.
Total R&D expenditure was NOK 190 million, of which NOK 149 million was capitalized
and NOK 41 million was expensed. Aker Solutions recognized NOK 72 million in
impairment losses on capitalized research and development. This was mainly related to
technologies where the market outlook changed as a result of the market slowdown.
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A substantial part of Aker Solutions’ innovation takes place in
collaboration with other companies, such as ABB and MAN Diesel
& Turbo. Aker Solutions works with these and other businesses
to develop technologies and products to lower costs, increase
recovery and minimize the environmental footprint.
Aker Solutions last year also continued investing in early phases
of technology development, encouraging employees to come up
with ideas and concepts to ensure a steady stream of innovation
GPSUIFUFDIOPMPHZBOERVBMJåDBUJPOQJQFMJOF5IFDPNQBOZ
engages with university researchers to develop competence and
create new technologies.

Aker Solutions in 2017 rolled out and made strong progress on a strategy to drive digital
transformation at the company. About half of all R&D investments were allocated to digital
initiatives last year. The company expects this share to increase going forward.
The company is developing software and associated offerings to improve how the industry
XPSLTGSPNDPODFQUUISPVHIåFMEEFWFMPQNFOU PQFSBUJPOTBOEEFDPNNJTTJPOJOH5IJTJT
represented by the company’s PUSH program.
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Health, Safety, Security and Environment
Aker Solutions promotes safe, reliable and sustainable operations to achieve its goal of
zero harm to people, assets and the environment through a company-wide system that
sets the standard for HSSE management and leadership. Regular audits aim to uncover
QPTTJCMFTIPSUDPNJOHTTPUIBUNFBTVSFTDBOCFJEFOUJåFEBOEJOJUJBUFE5IF)44&TZTUFN
works as a framework for cross-organizational sharing and learning. The company’s Just
Care concept represents Aker Solutions’ HSSE culture. It is underpinned by the principle
that HSSE is the personal responsibility of every employee. Just Care will be further
developed in 2018 to ensure that HSSE remains a top priority.

19

new health hazard assessment tool, which is yielding valuable
benchmark data to aid improvements going forward.

Security

The company introduced new key performance indicators (KPI) after the 2016
reorganization of the HSSE function. A new indicator for serious incidents focuses on
high-potential incidents and conditions (known as black and red incidents). It replaced
UIFQSFWJPVTEFåOJUJPOPGUIFTFSJPVTJODJEFOUT,1*"DDPSEJOHUPUIJTOFXEFåOJUJPO UIF
company had nine serious incidents in 2017 compared with 34 in 2016. One involved an
express kidnap incident in Congo-Brazzaville, which was resolved quickly and without
JOKVSZ5XPJODJEFOUTJOWPMWFECPOFGSBDUVSFTBOEUIFSFNBJOJOHTJYXFSFDMBTTJåFEBTIJHI
potential incidents involving lifting operations and dropped objects where no injuries were
sustained. The company investigates all such incidents, near misses and observations to
learn and improve.

Aker Solutions is increasingly exploring international opportunities
making it a major priority to ensure robust and resilient systems
to maintain the safety and security of personnel, assets and
information. The company has streamlined security measures
and implemented a global approach. Aker Solutions continued to
strengthen the global security operations center (GSOC), which
it established in 2016. The GSOC is staffed by competent and
experienced personnel. Aker Solutions has improved the process
for travel safety. This ensures that the company maintains its duty
of care to all its employees. In 2017, the company increased the
number of sites connected to the preferred corporate technical
security and monitoring system. This enabled a reduction in
manual security measures, such as the use of security personnel
and call-out services. The security department continues to
cooperate closely with the International Association of Oil & Gas
Producers to harmonize requirements and align with customer
expectations.

The total recordable injury frequency (TRIF) per million working hours was 1.35 in 2017, up
from 1.3 in 2016. The lost-time injury frequency (LTIF) per million working hours was 0.47
in 2017, compared with 0.3 in 2016. For 2018, the company is targeting a TRIF and LTIF of
CFMPXBOE SFTQFDUJWFMZ5IFåHVSFTJODMVEFTVCDPOUSBDUPST

The express kidnap attempt and personnel tampering with
machinery with intent to cause harm were the most serious
security incidents of 2017. Several other international incidents
triggered security responses and preventive measures.

/LHS[OHUK>VYRPUN,U]PYVUTLU[

Emergency Preparedness and Response

Sick leave amounted to 2.8 percent of total working hours in 2017, unchanged from 2016.
7BSJBUJPOTJOOBUJPOBMMBXTBOESFQPSUJOHQSBDUJDFTNBLFJUEJGåDVMUUPEJSFDUMZDPNQBSF
sick leave rates between countries. Rates for Aker Solutions’ staff in Norway were low
by national standards, but generally higher than for employees in other countries. The
company works continuously to reduce sick leave. In Norway, many of these efforts are
led by Aker Care, a health initiative that was introduced in 2014.

Aker Solutions in 2017 restructured its emergency preparedness
TFUVQUPSFæFDUUIFDPNQBOZnTOFXPSHBOJ[BUJPOBMTUSVDUVSF
The reorganization presented an opportunity to centralize and
streamline the approach to emergency response. As a result,
the company is rolling out global requirements for emergency
response across the business. Previously, processes could differ
between business units.

Safety

Aker Care provides employees at major locations in Norway easy access to a variety of
in-house services from health personnel. The Aker Active initiative also helped motivate
staff to participate in physical activity and training. In 2017 the company implemented a
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Environment

9PZR-HJ[VYZ

"LFS4PMVUJPOTXPSLTUPQSPUFDUUIFFOWJSPONFOUJOUXPXBZTåSTU CZPGGFSJOHQSPEVDUT 
systems and services that help reduce the environmental footprint of customers’
operations, and second, by seeking to reduce its own direct impact.

Aker Solutions’ global footprint, operations and exposure
to energy markets provide both opportunities and risks that
NBZBGGFDUUIFDPNQBOZnTPQFSBUJPOT QFSGPSNBODF åOBODFT 
reputation and share price.

Aker Solutions’ total energy consumption, based on recorded use of oil, gas, fuels and
electricity, decreased to 90,709 megawatt hours (MWh) in 2017 from 109,122 MWh in
2016. Total carbon dioxide emissions were 18,383 tons in 2017, down from 22,133 tons
the year before.
Aker Solutions also focuses on waste reduction, which is highly project dependent. The
company in 2017 recorded total waste of 6,410 tons, compared with 7,690 tons a year
earlier. A total 87 percent of the waste was sent for recycling. This mainly consisted of
metal waste from the company’s production. The decrease in energy use and waste were
NBJOMZEVFUPMPXFSBDUJWJUZ CVU"LFS4PMVUJPOTJTBMTPCFDPNJOHNPSFFGåDJFOUBOEDBO
meet its production goals with lower energy consumption and less waste.

Safeguarding Diversity and Equal Opportunity
Aker Solutions had 13,796 own employees and 2,379 contract staff at the end of 2017.
Men comprised 83 percent of own employees partly because offshore work continues
to attract more men than women. The percentage of men increased from the prior year
because of the acquisition in December 2016 of C.S.E. Mecânica e Instrumentação Ltda in
Brazil. At Aker Solutions, men hold 77 percent of management positions and women hold
23 percent.
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The overall company performance is affected by external factors
such as customers’ behavior and market developments, including
æVDUVBUJPOTJOFOFSHZQSJDFTBOEJOUFSOBMGBDUPSTTVDIBTQSPKFDU
execution and service delivery. Results are also impacted by costs
across the value chain and its inherent complexity. The main cost
drivers include the cost of suppliers’ direct and indirect material,
TVCDPOUSBDUPSDPTUTBOEPXONBOIPVSTBOEæVDUVBUJPOTJOPJM
and gas prices. Through its business, Aker Solutions is exposed
to legal, regulatory and political risks, such as tax changes,
decisions on environmental regulation and international sanctions
that impact supply and demand, as well as risks associated
with unethical and criminal behavior. The company is exposed
to a range of cyber-security threats with so-called phishing the
most prominent type. Attacks of this nature could lead to loss of
intellectual property, loss of data integrity or system unavailability
and risks are mitigated through awareness campaigns and
utilization of various protection technologies. The company is also
FYQPTFEUPåOBODJBMNBSLFUSJTLT JODMVEJOHDIBOHFTJODVSSFODZ
rates, interest rates, credit and counterparty risks, as well as risks
BTTPDJBUFEXJUIBDDFTTUPBOEUFSNTPGåOBODJOH

Aker Solutions’ workforce represents about 80 nationalities and a wide range of
DPNQFUFODJFTBOEJOTJHIUTUIBUCFOFåUDVTUPNFSTBOEUIFCVTJOFTT"LFS4PMVUJPOTTFFLT
to promote diversity in its workforce through clear requirements for diversity in recruitment,
development of individuals and programs supporting equal opportunity, in accordance
with its people policy and recruitment procedures.
The company is committed to equal opportunity and enabling local staff to move into
management positions. This is mandatory in some places under rules for local content
and job creation for nationals. Local management teams actively seek to attract, develop
and retain local talent, ensuring legal compliance and securing long-term operations.
More information on diversity and equal opportunity is available in the company’s
2017 corporate responsibility report.
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4HYRL[9PZR

6WLYH[PVUHS9PZR

The market situation and current outlook for the oil-services industry is improving
compared with the past few years, however challenges still remain. The main factors that
DPOUSJCVUFUPNBSLFUSJTLJODMVEF CVUBSFOPUMJNJUFEUP

"LFS4PMVUJPOTVTFTCPUISFJNCVSTBCMFBOEåYFEQSJDF
DPOUSBDUT$POUSBDUTUIBUJODMVEFåYFEQSJDFTGPSBMMPSQBSUTPG
the deliverables are exposed to potential cost overruns. The
projects often involve complex design and engineering as well
BTTJHOJåDBOUQSPDVSFNFOUBOENBOVGBDUVSJOHPGFRVJQNFOU 
supplies and construction management. They may also require
development of new technology and solutions. There is, at any
project phase, a risk of delays that may hamper the company’s
ability to deliver on time and in accordance with a contract and
potentially harm Aker Solutions’ reputation, performance and
åOBODFT'BDUPSTUIBUNBZIBWFBNBUFSJBMBEWFSTFFGGFDUPOUIF
CVTJOFTT SFTVMUTPGPQFSBUJPOTBOEåOBODFTPG"LFS4PMVUJPOT
JODMVEF CVUBSFOPUMJNJUFEUP



0JMDPNQBOJFTnFYQMPSBUJPO EFWFMPQNFOU QSPEVDUJPO JOWFTUNFOU NPEJåDBUJPOBOE
maintenance activity. This is affected by changes in global demand, energy prices and
environmental requirements.



Local content requirements in countries of existing or planned operations, legislative
restrictions or prohibitions on oil and gas activities.



Liabilities under environmental laws or regulations.



Uncertainty about future contract awards and their impact on future earnings and
QSPåUBCJMJUZ

Changes in market developments may lead to further capacity adjustments and changes
in the valuation of the company’s assets and liabilities. The main uncertainties include
delivering on the company’s reorganization targets, restructuring obligations, onerous
leases, impairments and increased credit risk impacting the valuation of trade receivables.
"LFS4PMVUJPOTNBZUBLFNJUJHBUJOHBDUJPOTUPJODSFBTFæFYJCJMJUZJOJUTPQFSBUJPOT GPS
instance by driving down costs, adjusting capacity and driving standardization and
TJNQMJåDBUJPO5IFDPNQBOZJTGPDVTFEPOJNQSPWJOHBHJMJUZ QSPEVDUJWJUZBOETVTUBJOBCJMJUZ
across the business to enable the business to effectively adapt to industry changes,
particularly in how value is created and rewarded across the value chain.



3VZZVMI\ZPULZZMYVTHZPNUPÄJHU[J\Z[VTLYVYMHPS\YL[V
KLSP]LYHZPNUPÄJHU[WYVQLJ[HZHNYLLK



*OHUNLZ[V[OLVYKLYIHJRSVN^OPJOPUJS\KLZJVU[YHJ[Z[OH[
TH`ILHKQ\Z[LKJHUJLSLKVYZ\ZWLUKLKHUKJVUZLX\LU[S`
KVUV[ULJLZZHYPS`YLWYLZLU[M\[\YLYL]LU\L



(RLY:VS\[PVUZ»HIPSP[`[VJVTWL[LLɈLJ[P]LS`HUKTHPU[HPU
THYRL[WVZP[PVUZHUKZHSLZ]VS\TLZ



(RLY:VS\[PVUZ»HIPSP[`[VLɈLJ[P]LS`JVTTLYJPHSPaLUL^
[LJOUVSVN`



;LJOUVSVN`VYPU[LSSLJ[\HSWYVWLY[`KPZW\[LZPU]VS]PUN[OL
JVTWHU`P[ZZ\WWSPLYZVYZ\IZ\WWSPLYZ^OPJOJV\SKPUJYLHZL
VYOHTWLY(RLY:VS\[PVUZ»HIPSP[`[VKLSP]LYWYVK\J[ZHUK
ZLY]PJLZVYSPTP[P[ZVWLYH[PVUHSMYLLKVT



7HY[ULYZOPWZQVPU[]LU[\YLZHUKV[OLY[`WLZVMJVVWLYH[PVU
[OH[L_WVZL[OLJVTWHU`[VYPZRZHUK\UJLY[HPU[PLZV\[ZPKLP[Z
JVU[YVS



:PNUPÄJHU[KLSH`ZVYX\HSP[`PZZ\LZPTWHJ[PUNWYVQLJ[KLSP]LY`
VYWLYMVYTHUJL



5VUKLSP]LY`HUKVYKPZW\[LZ^P[OHRL`Z\IZ\WWSPLY
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-PUHUJPHS9PZRZ
5IFPCKFDUJWFPGåOBODJBMSJTLNBOBHFNFOUJTUPNBOBHFFYQPTVSFUPSJTLUPJODSFBTF
QSFEJDUBCJMJUZPGFBSOJOHTBOENJOJNJ[FQPUFOUJBMBEWFSTFFGGFDUTPOåOBODJBMQFSGPSNBODF
Financial risk management and exposure are described in detail in note 22 and capital
management is described in note 235IFNBJOåOBODJBMSJTLTBSF
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.PSFJOGPSNBUJPOPOåOBODJBMSJTLGBDUPSTJTBWBJMBCMFJOnote 22.
Aker Solutions has company-wide policies, procedures and
tools that identify, evaluate and respond to risks actively and
TZTUFNBUJDBMMZ5IFBTTFTTNFOU EFåOJUJPO GPMMPXVQBOE
implementation of adequate mitigating actions towards the
main risk factors are all integral parts of the overall governance
of the company. Aker Solutions applies a combination of risk
management practices in order to effectively manage the risk
UPUIFDPNQBOZTVDIBTJOUFSOBMDPOUSPMT TDFOBSJPQMBOOJOH 
sensitivity analysis and audit management.



*\YYLUJ`YPZR!Aker Solutions has international operations and is exposed to currency
risk on commercial transactions, assets and liabilities when payments and revenues
are denominated in a currency other than the respective functional currency of the
subsidiary. The currency risk on all major contracts is hedged in the external market.
.PSFUIBOQFSDFOUPGUIJTFJUIFSRVBMJåFTGPSIFEHFBDDPVOUJOHPSJTQSFTFOUFE
separately as embedded derivative hedges. Some jurisdictions may also have
restrictions on conversion to other currencies and transfer of cash out of the country.
The company takes mitigating actions to minimize the currency exposure. These
include multilateral agreements with banks, customers and vendors on timing of
payments to minimize the exposed cash balance.



3PX\PKP[`YPZR!5IFDPSQPSBUFUSFBTVSZEFQBSUNFOUFOTVSFTTVGåDJFOUæFYJCJMJUZJO
funding by maintaining availability under committed credit lines. The company
monitors rolling weekly and monthly forecasts of the company’s liquidity reserve
CBTFEPOFYQFDUFEDBTIæPX



0U[LYLZ[YH[LYPZR! Aker Solutions’ interest rate risk stems from external borrowing
issued at variable rates. In order to reduce the interest rate risk related to external
borrowings, Aker Solutions enters into interest swap agreements. As the group has no
TJHOJåDBOUJOUFSFTUCFBSJOHPQFSBUJOHBTTFUT PQFSBUJOHJODPNFBOEPQFSBUJOHDBTIæPX
are substantially independent of changes in market interest rates.

Øyvind Eriksen
Chairman

Anne Drinkwater
Deputy Chairman

Kjell Inge Røkke
Director



*YLKP[YPZR! The credit risk related to customers’ ability to pay is assessed in the bid
phase and during execution of a project. The majority of the customers are highly rated
oil companies where the credit risk is considered to be limited. Risk related to lower
rated companies is monitored closely.

Koosum Kalyan
Director

Atle Teigland
Director

Hilde Karlsen
Director



7YPJLYPZR!"LFS4PMVUJPOTJTFYQPTFEUPæVDUVBUJPOTJONBSLFUQSJDFTXIJDIBSF
mitigated in the bid process by locking in committed prices with vendors or through
escalation clauses with customers.

Oddvar Hølland
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS

Fornebu, March 21, 2018
Board of Directors of Aker Solutions ASA
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Aker Solutions Group
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5IFCPBSEBOEDIJFGFYFDVUJWFPGåDFSIBWFUPEBZDPOTJEFSFEBOEBQQSPWFEUIFBOOVBMSFQPSUBOEåOBODJBMTUBUFNFOUTGPSUIF
Aker Solutions group and its parent company Aker Solutions ASA for the 2017 calendar year ended on December 31, 2017.
5IJTEFDMBSBUJPOJTCBTFEPOSFQPSUTBOETUBUFNFOUTGSPNUIFDIJFGFYFDVUJWFPGåDFS DIJFGåOBODJBMPGåDFSBOEPOUIF
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;V[OLILZ[VMV\YRUV^SLKNL!
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UIFåOBODJBMTUBUFNFOUTGPSUIFQBSFOUDPNQBOZBOEUIFHSPVQIBWFCFFOQSFQBSFEJOBDDPSEBODFXJUIBMM
applicable accounting standards



UIFJOGPSNBUJPOQSPWJEFEJOUIFåOBODJBMTUBUFNFOUTHJWFTBUSVFBOEGBJSQPSUSBZBMPGUIFQBSFOUDPNQBOZnTBOEUIF
HSPVQnTBTTFUT MJBCJMJUJFT åOBODJBMQPTJUJPOBOESFTVMUTUBLFOBTBXIPMFBTPG%FDFNCFS 



UIFCPBSEPGEJSFDUPSTnSFQPSUGPSUIFQBSFOUDPNQBOZBOEUIFHSPVQQSPWJEFTBUSVFBOEGBJSPWFSWJFXPGUIF
EFWFMPQNFOU QFSGPSNBODFBOEåOBODJBMQPTJUJPOPGUIFQBSFOUDPNQBOZBOEUIFHSPVQUBLFOBTBXIPMF BOEUIFNPTU
TJHOJåDBOUSJTLTBOEVODFSUBJOUJFTGBDJOHUIFQBSFOUDPNQBOZBOEUIFHSPVQ

Fornebu, March 21, 2018
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

Anne Drinkwater
Deputy Chairman

Kjell Inge Røkke
Director

Koosum Kalyan
Director

Atle Teigland
Director

Hilde Karlsen
Director

Oddvar Hølland
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS
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Income Statement
Consolidated statement for the year ended December 31

Note

2017

2016

3, 4

22,461

25,557

-8,359

-10,369

Personnel expenses

5

-9,290

-9,475

Other operating expenses

6

-3,292

-3,784

-20,941

-23,628

1,519

1,929

10, 11

-792

-778

10, 11, 12

-156

-464

571

687

7

55

65

Interest expenses

7

-305

-477

/FUPUIFSåOBODJBMJUFNT

7

78

-1

399

273

-160

-121

239

152

221

57

Amounts in NOK million

Revenue
Materials, goods and services

Operating expenses before depreciation, amortization and impairment
Operating income before depreciation, amortization and impairment

Depreciation and amortization
Impairment
Operating income

Interest income

Income before tax

Income tax

9

Net income

Net income attributable to:
Equity holders of the parent company
Non-controlling interests
Net income

Earnings per share in NOK (basic and diluted)

8

18

95

239

152

0.81

0.21
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Other Comprehensive Income (OCI)
Consolidated statement for the year ended December 31

Amounts in NOK million

Note

Net income

2017

2016

239

152

348

-81

Other comprehensive income
*UFNTUIBUBSFPSNBZCFSFDMBTTJæFETVCTFRVFOUMZUPQSPæUPSMPTT
$BTIæPXIFEHFT FGGFDUJWFQPSUJPOPGDIBOHFTJOGBJSWBMVF
$BTIæPXIFEHFT SFDMBTTJåDBUJPOUPJODPNFTUBUFNFOU

233

982

-147

-232

Translation differences - foreign operations

112

-852

Total

546

-183

-60

42

9

10

-13

28

-17

28

$BTIæPXIFEHFT EFGFSSFEUBY

9

*UFNTUIBUXJMMOPUCFSFDMBTTJæFEUPQSPæUPSMPTT
3FNFBTVSFNFOUTPGEFåOFEQFOTJPOPCMJHBUJPOT
3FNFBTVSFNFOUTPGEFåOFEQFOTJPOPCMJHBUJPOT EFGFSSFEUBYBTTFU
"WBJMBCMFGPSTBMFåOBODJBMBTTFUTOFUDIBOHFJOGBJSWBMVF
Other changes

18

0

14

Total

-67

70

Other comprehensive income (loss), net of tax

479

-113

Total comprehensive income

718

38

701

-46

17

84

718

38

Total comprehensive income (loss) attributable to:
Equity holders of the parent company
Non-controlling interests
Total comprehensive income
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Balance Sheet
Consolidated statement as of December 31

Note

Amounts in NOK million

2017

2016

Amounts in NOK million

Assets

Equity and liabilities

Non-current assets

Equity

Note

2017

2016

Property, plant and equipment

10,12

3,316

3,808

Share capital

16

294

294

Intangible assets

11,12

5,814

5,647

Treasury shares

16

-1

-1

9

633

666

Reserves

16

1,115

635

22, 25, 28

91

75

Retained earnings

5,572

5,350

106

90

Total equity attributable to the parent

6,981

6,278

9,960

10,287

67

138

7,047

6,415

17, 25

2,576

1,844

18

556

540

9

238

331

83

84

3,453

2,800

Deferred tax assets
Other investments
Other non-current assets

25

Total non-current assets

Non-controlling interests
Total equity

Current assets
Current tax assets

174

Inventories

242

Non-current liabilities
Non-current borrowings

13

428

575

Trade and other receivables

14, 25

6,843

7,398

%FSJWBUJWFåOBODJBMJOTUSVNFOUT

24, 25

226

93

25

128

437

15, 25

1,978

2,480

Interest-bearing receivables
Cash and cash equivalents
Total current assets
Total assets

9,775

11,226

19,736

21,512

Pension obligations
Deferred tax liabilities
Other non-current liabilities
Total non-current liabilities
Current liabilities
Current tax liabilities
Current borrowings
Provisions

Fornebu, March 21, 2018
Board of Directors of Aker Solutions ASA

Trade and other payables
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Total current liabilities

Øyvind Eriksen
Chairman

Atle Teigland
Director

27

Anne Drinkwater
Deputy Chairman

Hilde Karlsen
Director

Kjell Inge Røkke
Director

Oddvar Hølland
Director

Koosum Kalyan
Director

17, 25

43

30

539

2,110

20

942

1,087

21, 25, 29

7,304

8,002

24, 25

408

1,069

9,236

12,297

Total liabilities

12,688

15,097

Total equity and liabilities

19,736

21,512

Luis Araujo
$IJFG&YFDVUJWF0GåDFS
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$BTIçPX
Consolidated statement for the year ended December 31

Amounts in NOK million

Note

2017

2016

239

152

$BTIçPXGSPNPQFSBUJOHBDUJWJUJFT

Adjustments for:
9

160

121

213

346

7

-41

67

10, 11, 12

948

1,242

70

-130

1,589

1,799

-482

-483

1,107

1,315

-327

-517

91

103

-283

-590

587

312

Net interest cost
1SPåU MPTTPOGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
Depreciation, amortization and impairment

2017

2016

Proceeds from borrowings

17

1,317

1,095

Repayment of borrowings

17

-2,078

-1,065

8

-27

-34

-47

-207

0

-2

-835

-213

54

-294

Net increase (decrease) in cash and bank deposits

-502

-1,382

Cash and cash equivalents at the beginning of the period

2,480

3,862

1,978

2,480

$BTIçPXGSPNæOBODJOHBDUJWJUJFT

Net income

Income tax

Note

Amounts in NOK million

0UIFS QSPåU MPTTPOEJTQPTBMTBOEOPODBTIFGGFDUT
Net income after adjustments
Changes in operating assets and liabilities
Cash generated from operating activities
Interest paid
Interest received
Income taxes paid
Net cash from operating activities

Paid dividends including tax
Acquisition of non-controlling interests
0UIFSåOBODJBMBDUJWJUJFT
/FUDBTIGSPNæOBODJOHBDUJWJUJFT
Effect of exchange rate changes on cash and bank deposits

Cash and cash equivalents at the end of the period

15

$BTIçPXGSPNJOWFTUJOHBDUJWJUJFT
Acquisition of property, plant and equipment

10

-211

-329

Payments for capitalized development

11

-149

-297

Business combinations, net of cash acquired

26

-221

-210

Proceeds from sale of property, plant and equipment

26

17

Payment of interest-bearing loan from (to) third party

264

-351

Other investing activities

-16

-16

-308

-1,186

Net cash used in investing activities
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Equity
Consolidated statement of changes in equity

Amounts in NOK million

Note

Equity as of January 1, 2016

Share
capital

Treasury
share
reserve

Retained
earnings

294

-1

5,382

Hedging Translation
reserve
reserve

-1,287

1,998

Fair value
reserve

0

Equity
Pension
attributable
reserve
to parent

10

6,397

Noncontrolling
interests

Total
equity

234

6,630

Net income

0

0

57

0

0

0

0

57

95

152

Other comprehensive income

0

0

-17

669

-811

28

28

-103

-11

-114

Total comprehensive income

0

0

40

669

-811

28

28

-46

84

38

Treasury shares

0

0

10

0

0

0

0

10

0

10

Employee share purchase program

0

0

-10

0

0

0

0

-10

0

-10

Change in non-controlling interests from dividend payments, incl tax

0

0

0

0

0

0

0

0

-34

-34

Change in non-controlling interests from acquisition of shares

0

0

-57

0

0

0

0

-57

-146

-204

Taxes on internal dividends

0

0

-15

0

0

0

0

-15

0

-15

294

-1

5,350

-618

1,187

28

38

6,278

138

6,415

Equity as of December 31, 2016

Net income

0

0

221

0

0

0

0

221

18

239

Other comprehensive income

0

0

0

434

114

-17

-50

480

-2

479

Total comprehensive income

0

0

221

434

114

-17

-50

701

17

718

Change in non-controlling interests from acquisition of shares

27

0

0

2

0

0

0

0

2

-50

-48

Dividends to non-controlling interests

27

0

0

0

0

0

0

0

0

-38

-38

294

-1

5,572

-184

1,301

10

-12

6,981

67

7,047

Equity as of December 31, 2017
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Notes to the Consolidated
Financial Statements
For the year ended December 31

Note 2 Basis of Preparation
Note 1 Company Information
(RLY:VS\[PVUZPZHNSVIHSWYV]PKLYVMWYVK\J[ZZ`Z[LTZHUKZLY]PJLZ[V[OLVPSHUK
gas industry. The group employs about 13,800 people with operations in 24 countries
HJYVZZ[OL^VYSK^P[OOLHKVɉJLIHZLKPU-VYULI\5VY^H`
Aker Solutions ASA is a Norwegian limited liability company listed on the Oslo Stock
&YDIBOHFVOEFSUIFUJDLFS",405IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT
JODPSQPSBUFUIFåOBODJBMTUBUFNFOUTPGUIFDPNQBOZBOEJUTTVCTJEJBSJFTDPMMFDUJWFMZ
referred to as “the group” or "the company" and separately as group companies. The
QBSFOUDPNQBOZ"LFS"4"QVCMJTIFTDPOTPMJEBUFEåOBODJBMTUBUFNFOUT5IF3FTPVSDF
Group TRG AS is the ultimate parent company of Aker Solutions ASA.

Statement of Compliance
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTIBWFCFFOQSFQBSFEJOBDDPSEBODF
with International Financial Reporting Standards (IFRS) as approved by
the European Union, their interpretations adopted by the International
Accounting Standards Board (IASB) and the additional requirements of
the Norwegian Accounting Act as of December 31, 2017.
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTXFSFBQQSPWFECZUIF#PBSE
PG%JSFDUPSTBOEUIFDIJFGFYFDVUJWFPGåDFS $&0 5IFDPOTPMJEBUFE
åOBODJBMTUBUFNFOUTXJMMCFBVUIPSJ[FEBUUIF"OOVBM(FOFSBM.FFUJOHPO
April 18, 2018. Until this date the Board of Directors has the authority to
BNFOEUIFåOBODJBMTUBUFNFOUT

Financial Reporting Principles
5IFSFMFWBOUåOBODJBMSFQPSUJOHQSJODJQMFTBSFEFTDSJCFEJOFBDIOPUF
UPUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT"LFS4PMVUJPOTGPDVTFTPO
describing the reporting within the IFRS framework rather than repeating
the actual text of the standard.

Basis of Measurement
The consolidated balance sheet has been prepared on the historical cost
CBTJTFYDFQUGPSDFSUBJOåOBODJBMBTTFUTBOEMJBCJMJUJFTBTQSFTFOUFEJOOPUF
NFBTVSFEBUGBJSWBMVFPOFBDISFQPSUJOHEBUF5IFåOBODJBMJOGPSNBUJPO
presented in Norwegian Kroner (NOK) has been rounded to the nearest
million (NOK million), therefore the subtotals and totals in some tables
may not equal the sum of the amounts shown. Certain of the comparative
åHVSFTIBWFCFFOBEKVTUFEUPDPOGPSNUPUIFQSFTFOUBUJPOBEPQUFEJOUIF
current year, including notes 22, 24, 25 and 29.
Note 2 continues on next page
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Note 2 Basis of Preparation cont.

Consolidation
5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTDPNQSJTFUIFQBSFOUDPNQBOZ"LFS4PMVUJPOT"4"
and its subsidiaries. Intra-group balances and transactions, and any unrealized gains and
losses or income and expenses arising from intra-group transactions, are eliminated in
QSFQBSJOHUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT

Judgments and Estimates
5IFQSFQBSBUJPOPGDPOTPMJEBUFEåOBODJBMTUBUFNFOUTJODPOGPSNJUZXJUI*'34SFRVJSFT
management to make judgments, estimates and assumptions each reporting period that
BGGFDUUIFJODPNFTUBUFNFOUBOECBMBODFTIFFU5IFBDDPVOUJOHFTUJNBUFTXJMMCZEFåOJUJPO
seldom precisely match actual results. The main areas where judgments and estimates have
CFFONBEFBSFEFTDSJCFEJOFBDIPGUIFGPMMPXJOHOPUFT


Note 3 Revenue



Note 9 Tax



Note 10 Property, Plant and Equipment



Note 11 Intangible Assets



Note 12 Impairment of Assets



Note 13 Inventories



Note 14 Trade and Other Receivables



Note 18 Pension Obligations



Note 20 Provisions and Contingent Liabilities



Note 26 Business Combinations
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Note 3 Revenue



*VUZ[Y\J[PVUJVU[YHJ[ZMVY[OLZHSLVMZ\IZLHWYVK\J[PVULX\PWTLU[HUKTVKPÄJH[PVUZ
VMVPSHUKNHZPUZ[HSSH[PVUZHJJV\U[MVYTVYL[OHUOHSMVM[OLYL]LU\LPU(RLY:VS\[PVUZ
;OLZLJVU[YHJ[Z[`WPJHSS`SHZ[TVYL[OHUVUL`LHYHUKJHUILHZSVUNHZÄ]L`LHYZ
The total estimated contract revenue and cost in construction contracts are critical
ÄUHUJPHSYLWVY[PUNLZ[PTH[LZ[OH[TH`YLX\PYLZPNUPÄJHU[THUHNLTLU[Q\KNTLU[
(RLY:VS\[PVUZHSZVOHZLUNPULLYPUNJVU[YHJ[ZHUKZLY]PJLJVU[YHJ[MVYTHPU[LUHUJL
VMVPSHUKNHZPUZ[HSSH[PVUZ;OLZLJVU[YHJ[ZHYL\Z\HSS`YLPTI\YZHISL^P[OSV^LYYPZR
but can include lump sum elements and various incentive schemes with bonus and
penalty arrangements where management judgment is required. A limited portion of
the revenue relates to product sales and other revenue.

$POUSBDUDPTUJODMVEFTUIFDPTUSFMBUJOHEJSFDUMZUPUIFTQFDJåDDPOUSBDU
and allocated cost that is attributable to general contract activity. Tender
cost is capitalized when it is probable that the company will obtain the
contract. The project management team uses their experience from
similar projects and develops a detailed cost estimate based on the
ESBXJOHTBOETQFDJåDBUJPOTJOUIFDPOUSBDUBOEBTTVNQUJPOTNBEFJO
UIFUFOEFSQIBTF5IFTQFDJåDSJTLTBTTPDJBUFEXJUIUIFDPOUSBDUBSF
estimated and a risk contingency is included in the cost forecast based
on a probability weighting of possible outcomes.

Financial Reporting Principles
Construction Contracts
The construction contracts consist of engineering, procurement and construction (EPC)
DPOUSBDUTGPSNBOVGBDUVSJOHPSNPEJåDBUJPOPGBTTFUT3FWFOVFBOEDPTUGPSDPOTUSVDUJPO
contracts are recognized using the stage of completion method. The stage of completion
NFUIPEJTEFUFSNJOFECZUIFNFUIPEUIBUCFTUSFæFDUTUIFXPSLQFSGPSNFE%FQFOEJOHPOUIF
OBUVSFPGUIFDPOUSBDU UIFGPMMPXJOHUXPNBJONFUIPETBSFVTFEJOPSEFSUPEFUFSNJOFQSPHSFTT

When considered probable that liquidated damages (LD) will be
imposed, a corresponding reduction in project revenue is recognized

The estimation uncertainty during the early stages of a construction
DPOUSBDUJTNJUJHBUFECZBQSJODJQMFPGOPUSFDPHOJ[JOHQSPåUCFGPSFUIF
contract reaches 20 percent completion. However, management can
POBQSPKFDUCZQSPKFDUCBTJTHJWFBQQSPWBMPGFBSMJFSQSPåUSFDPHOJUJPO
if cost estimates are considered reliable due to repeat projects, proven
technology, proven execution model or high level of committed cost.
During execution, total forecasted revenue and cost in addition to the
stage of completion are updated each reporting date. The full loss is
SFDPHOJ[FEJNNFEJBUFMZXIFOJEFOUJåFEPOMPTTNBLJOHDPOUSBDUT



Technical completion

Service Contracts



Cost incurred of total cost

Service contracts consists mainly of engineering services, subsea
aftersales services and maintenance framework agreements for oil and
gas installations. The compensation format is mainly reimbursable with
incentive schemes and can include target sums and lump sum elements.
Service revenue is recognized in the period in which the services are
rendered or by using the stage of completion method. The stage of
completion is normally assessed based on the proportion of cost incurred
for work performed to date compared to the estimated total contract cost.
Service revenue is only recognized to the extent it is probable and the
revenue, cost and the progress can be measured reliably.

The compensation format in the construction contracts is lump sum, reimbursable or a
NJY5IFGPMMPXJOHQSJODJQMFTBSFVTFE


Options for additional scope of work are recognized when exercised by the buyer



7BSJBUJPOPSEFSTGPSDIBOHFTJOUIFTDPQFPGXPSLBSFSFDPHOJ[FEXIFOUIFZBSF
probable and can be measured reliably



Incentive payments based on various key performance indicators are included in contract
SFWFOVFXIFOUIFDPOUSBDUJTTVGåDJFOUMZBEWBODFETPJUJTQSPCBCMFUIBUUIFTQFDJåFE
performance targets will be met, and the amounts can be measured reliably



Disputed amounts and claims are only recognized when negotiations have reached an
advanced stage, customer acceptance is probable and the amounts can be measured reliably

Product Sales
1SPEVDUSFWFOVFJTSFDPHOJ[FEXIFOTJHOJåDBOUSJTLTBOESFXBSETIBWF
been transferred to the buyer, usually upon delivery.
Note 3 continues on next page
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.OTEÖÖ2EVENUEÖCONT
Other Income
0UIFSJODPNFSFMBUFTUPSFOUBMJODPNF HBJOTBOEMPTTFTGSPNTBMFPGåYFEBTTFUTBOE
gains and losses from sale of shares that are operational in their nature.

Judgments and Estimates
It can be challenging to estimate the expected revenue and cost in construction and service
DPOUSBDUT JOQBSUJDVMBSJGUIFQSPKFDUJTFYQFSJFODJOHPQFSBUJPOBMDIBMMFOHFT5IFNPTUTJHOJåcant judgments and estimates in construction and service contracts are described below.

Estimate of Total Contract Cost
The total contract cost can be judgmental and sensitive to changes, particularly in lump
sum construction contracts. Remaining project cost depends on the ability to properly
execute the engineering and design phase, availability of skilled resources, manufacturing
capacity, productivity and quality factors, performance of subcontractors and sometimes
also weather conditions. Experience, systematic use of the project execution model and
focus on core competencies reduce, but do not eliminate, the risk that cost estimates may
DIBOHFTJHOJåDBOUMZ

3PX\PKH[LK+HTHNLZ3+
-%TBSFQFOBMUJFTGPSOPUBDIJFWJOHEFåOFENJMFTUPOFTPOUJNF-%TBSFDPNNPOJODPOTUSVDUJPO
DPOUSBDUT CVUDBOBMTPCFQSFTFOUJOTFSWJDFDPOUSBDUT*GBQSPKFDUEPFTOPUNFFUUIFEFåOFE
milestone in a contract, a provision reducing project revenue is made when it is considered
probable that an LD will be imposed. The estimated LD provision is highly judgmental and based
on experience from similar LD situations and negotiations with customers.

*OHUNLVM:JVWL=HYPH[PVU6YKLYZ
5IFDPOTUSVDUJPOBOETFSWJDFDPOUSBDUTNBZIBWFTJHOJåDBOUDIBOHFTJOTDPQFPGXPSL
and variation orders are normally agreed upfront. However, unapproved variation orders
may be included in the project revenue where recovery is assessed as probable and the
amount of revenue can be measured reliably.

Incentive Payments
*ODFOUJWFQBZNFOUTBSFJOUFHSBMBOETJHOJåDBOUQBSUTPGDPOUSBDUSFWFOVFPONBOZTFSWJDF
contracts and may also exist on construction contracts. Incentive payments include key
performance indicators, bonuses, target sum mechanisms and productivity measures and
can potentially both increase and decrease revenue. Incentive payments are generally
included when there is a high level of probability that the milestones or key performance
indicators will be met. There is a risk that the actual payment of incentives may differ from
the estimated amount.

Amounts in the Balance Sheet Relating to
Construction and Service Revenue
>VYRPU7YVNYLZZ>07VU*VUZ[Y\J[PVU*VU[YHJ[Z
Work in progress (WIP) on construction contracts is presented in the
balance sheet as amounts due to or from customers. The presentation of
8*1BTBOBTTFUPSMJBCJMJUZEFQFOETPOUIFåOBODJBMTUBUVTPGUIFJOEJWJEVBM
projects. All projects with a net asset position are summarized and
presented as amounts due from customer. All projects with a net liability
position are summarized and presented as amounts due to customer.
Advances are presented separately as a liability as such advances
represent payments from customers in excess of the work performed.
Amounts in NOK million

Amounts due from customers for construction work

2017

2016

883

1,103

Amounts due to customers for construction work

-833

-98

Advances received from customers

-372

-2,411

Construction contracts in progress, net position

-323

-1,406

36,393

38,509

$PTUJODVSSFEBOESFDPHOJ[FEQSPåUT MFTTMPTTFT GSPNQSPKFDU
start to period end

Accrued and Deferred Revenue on Service Contracts
Service contracts where performed work exceeds invoiced amounts are
presented as trade and other receivables in the balance sheet. Service
contracts where invoiced amounts exceed work performed are presented
as a trade and other payables in the balance sheet.
Amounts in NOK million

2017

2016

Accrued operating revenue from service contracts

1,298

1,337

Deferred revenue for service contracts
Service contracts in progress, net position

-196

-190

1,103

1,147

See note 4 for more information about revenue per segment
See note 14 for more information about other receivables
See note 21 for more information about other payables
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Note 4 Operating Segments
The company has been through a major restructuring in 2017 which changed how
[OLI\ZPULZZPZVYNHUPaLK;OLWYL]PV\ZVWLYH[PUNZLNTLU[ZYLÅLJ[LK[OLTHYRL[Z
VM:\IZLHHUK-PLSK+LZPNU^OLYLHZ[OLUL^ZLNTLU[ZYLÅLJ[[OLJVTWHU`Z
value chain. Early customer engagement and project execution is reported in the
ZLNTLU[JHSSLK 7YVQLJ[Z ^OLYLHZSPMLVMÄLSKVɈLYPUNZHYLYLWVY[LKPU :LY]PJLZ 
Comparative information for prior year has been restated.

Financial Reporting Principles
Operating segments are components of the group regularly reviewed by the chief
operating decision maker to assess performance and be able to allocate resources. The
HSPVQT$&0 DIJFGFYFDVUJWFPGåDFS JTUIFDIJFGEFDJTJPONBLFSJO"LFS4PMVUJPOT5IF
accounting principles of the operating segments are the same as described in this annual
report, except for hedge accounting. When contract revenues and contract costs are
denominated in a foreign currency, the subsidiary hedges the exposure against corporate
USFBTVSZ)FEHFBDDPVOUJOHJTBQQMJFEJOEFQFOEFOUMZPGXIFUIFSUIFIFEHFRVBMJåFTGPS
hedge accounting in accordance with IFRS. The correction of the non-qualifying hedges to
TFDVSFUIBUUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTBSFJOBDDPSEBODFXJUI*'34JTNBEFBT
an adjustment at the corporate level and reported in the "other" segment. This means that
UIFHSPVQTTFHNFOUSFQPSUJOHSFæFDUTBMMIFEHFTBTRVBMJGZJOHFWFOUIPVHIUIFZNBZOPU
qualify according to IFRS.

34

Services
The Services segment provides subsea lifecycle services (SLS) and
production asset services (PAS). The objective of the segment is to grow
a focused service business and position Aker Solutions as a key partner
of choice for customers.

Other
The "other" segment includes unallocated corporate costs, onerous
lease cost and the effect of hedges not qualifying for hedge accounting.
Lease decisions are taken by the corporate center and onerous lease
cost has for that reason been reported in the "other" segment. After the
restructuring in 2017, the number of employees in the operations and
åOBODFTVQQPSUGVODUJPOTBSFSFQPSUFEJOUIFPUIFSTFHNFOUXIJMFUIF
related cost is allocated to the segments.

Projects
The Projects segment provides subsea equipment and systems, engineering and
QSPDVSFNFOUJOBEEJUJPOUPCSPXOåFMENBJOUFOBODF NPEJåDBUJPOTBOEIPPLVQ5IF
objective of the segment is to deliver world-class project execution by building excellence
in project management, engineering, fabrication and offshore construction.

Note 4 continues on next page
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.OTEÖÖ/PERATIONÖ3EGMENTSÖCONT

Segment Performance
2017
Projects

Services

Total operating segments

Other

12,107
5,422
113
0
17,643
18
17,660

0
4,554
0
1
4,555
5
4,560

12,107
9,976
113
1
22,197
23
22,220

40
1
0
222
263
1
264

1,217
-519
-90
608

605
-178
2
429

1,822
-697
-88
1,037

-303
-95
-68
-466

4,669
5,650

2,127
2,825

10,319

4,952

6,796
8,475
0
15,271

714
722
226
1,661

Current operating liabilities
Non-current operating liabilities
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating liabilities

5,381
5
-37
5,350

1,616
0
0
1,616

6,997
5
-37
6,966

1,357
551
445
2,353

Net current operating assets
Net capital employed

-712
3,873

511
1,792

-201
5,665

-643
2,535

-844
8,199

281
-110
-143

816
-87
-3

1,097
-196
-146

-511
-15
-4

587
-211
-149

18,177
24,807
6,980

5,116
9,743
5,036

23,293
34,550
12,016

381
135
1,780

Amounts in NOK million

Note

Income statement
Construction revenue
Services revenue
Products revenue
Other revenue
Total external revenue
Inter-segment revenue
Total revenue
Operating income before depreciation, amortization and impairment
Depreciation and amortization
10, 11
Impairment
10, 11, 12
Operating income
Assets
Current operating assets
Non-current operating assets
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating assets

Intra-group elimination

Total

-24
-24

12,147
9,977
113
223
22,461
0
22,461
1,519
-792
-156
571

-65

-65

7,444
9,197
226
16,866

Liabilities

$BTIçPX
$BTIæPXGSPNPQFSBUJOHBDUJWJUJFT
Acquisition of property, plant and equipment
Capitalized development
0UIFSLFZæHVSFT
Order intake (unaudited)
Order backlog (unaudited)
Own employees (unaudited)
Note 4 continues on next page

10
11

-65

-65

-121
-103

8,289
556
408
9,253

23,553
34,581
13,796
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Segment Performance
2016
Projects

Services

Total operating segments

Other

13,159
7,130
167
135
20,591
36
20,627

0
4,974
0
8
4,982
20
5,001

13,159
12,104
167
143
25,573
55
25,628

-26
0
0
10
-16
104
88

1,547
-605
-464
478

601
-147
0
454

2,148
-753
-464
931

-219
-26
0
-245

Assets
Current operating assets
Non-current operating assets
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating assets

7,643
6,978
730
15,351

2,557
2,351
0
4,908

10,200
9,329
730
20,259

204
181
-637
-252

Liabilities
Current operating liabilities
Non-current operating liabilities
%FSJWBUJWFåOBODJBMJOTUSVNFOUT
Operating liabilities

8,940
509
1,146
10,595

1,636
0
4
1,640

10,575
509
1,150
12,235

732
31
-81
682

Net current operating assets
Net capital employed

-1,297
4,442

921
1,587

-376
6,029

-528
2,364

-904
8,393

-191
-270
-288

648
-41
0

456
-311
-288

-145
-18
-8

312
-329
-297

13,607
22,327
9,623

3,461
8,849
4,448

17,068
31,176
14,071

86
0
314

Amounts in NOK million

Note

Income statement
Construction revenue
Services revenue
Products revenue
Other revenue
Total external revenue
Inter-segment revenue
Total revenue
Operating income before depreciation, amortization and impairment
Depreciation and amortization
10, 11
Impairment
10, 11, 12
Operating income

$BTIçPX
$BTIæPXGSPNPQFSBUJOHBDUJWJUJFT
Acquisition of property, plant and equipment
Capitalized development
0UIFSLFZæHVSFT
Order intake (unaudited)
Order backlog (unaudited)
Own employees (unaudited)
Note 4 continues on next page

10
11

Intra-group elimination

Total

-159
-159

13,133
12,104
167
153
25,557
0
25,557
1,929
-778
-464
687

-2,189

-2,189

-2,189

-2,189

-150
12

8,215
9,510
93
17,819

9,119
540
1,069
10,728

17,004
31,188
14,385
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Geographical Information

Reconciliation of Information on Operating Segments to
IFRS Measures
2017

2016

16,866

17,819

Deferred tax assets

633

666

Other investments

91

75

Amounts in NOK million

External revenue is presented on the basis of geographical
location of the selling company. Non-current segment assets and
capital expenditures are based on the geographical location of the
company owning the assets.

Assets
Total operating segment assets

Current interest-bearing receivables
Cash and cash equivalents
Other
Total assets

128

437

1,978

2,480

39

35

19,736

21,512

Liabilities
Total operating segment liabilities
Tax-related liabilities
Net interest-bearing borrowings

9,253

10,728

238

331

3,114

3,954

Other non-current liabilities

83

84

Total equity and liabilities

12,688

15,097

Non-current
operating assets

Revenue
Amounts in NOK million

Norway

Capital expendiUVSFæYFEBTTFUT

2017

2016

2017

2016

2017

2016

12,984

13,626

4,129

4,033

70

34

UK

2,411

4,157

2,265

2,265

51

111

Brazil

2,068

1,679

1,335

1,480

20

83

USA

1,506

929

484

643

2

31

Angola

1,095

1,983

64

38

28

25

Brunei

732

956

3

4

1

1

Malaysia

546

601

430

516

17

26

Congo

364

707

14

17

0

1

Other countries
Total

754

918

474

516

24

17

22,461

25,557

9,197

9,510

211

329

Major Customers
One major customer represented 24.8 percent of total revenue in 2017, of which NOK
CJMMJPO /0,CJMMJPO JO1SPKFDUTBOE/0,CJMMJPO /0,CJMMJPO JO
Services. Another major customer represented 17.1 percent of total revenue in 2017, of
XIJDI/0,CJMMJPO /0,CJMMJPO JO1SPKFDUTBOE/0,CJMMJPO /0,
1.0 billion) in Services. Aker Solutions has long-term contracts with these two customers.
Both customers are large international oil companies.
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Note 5 Personnel Expenses

Note 6 Other Operating Expenses

Financial Reporting Principles

Amounts in NOK million

Personnel expenses include wages, salaries, social security contributions, sick leave,
parental leave, price reduction in employee share purchase program and other employee
CFOFåUT5IFCFOFåUTBSFSFDPHOJ[FEJOUIFZFBSJOXIJDIUIFBTTPDJBUFETFSWJDFTBSF
rendered by the employees.

Rental and other cost for land and buildings

Personnel Expenses
2016

Salaries and wages including holiday allowance

7,244

7,478

Social security contribution

951

945

Pension cost

466

542

92

112

538

399

9,290

9,475

2016

1,391

1,389

0GåDFTVQQMJFT

818

981

339

311

Travel expenses

348

411

Insurance

123

111

Other expenses
2017

2017

External consultants

Other operating expenses
Amounts in NOK million

38

274

581

3,292

3,784

See note 19 for more information about operating leases

Restructuring cost related to personnel
0UIFSFNQMPZFFCFOFåUT
Personnel expenses

See note 31 for more information about audit fees

Loans to Employees
There were no loans to employees per December 31, 2017 as there was no share
purchase program in 2017. Loans to employees related to the share purchase program for
2016 amounted to NOK 25 million per December 31, 2016.
See note 18 for more information about the pension cost and obligation
See note 20 for more information about restructuring provision related to downsizing of personnel
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Note 7 Finance Income and Expenses

Note 8 Earnings per Share and Dividends

Financial Reporting Principles

Financial Reporting Principles

Interest income and expenses include effects from using the effective interest rate
method where fees, interest paid, transaction costs and other premiums are deferred and
amortized over the life of the instrument. Effects from net present value calculations of
assets and liabilities are also included.

The calculation of basic and diluted earnings per share is based on the
income attributable to ordinary shareholders and a weighted average
number of ordinary shares outstanding. Treasury shares are not included
in the weighted average number of ordinary shares. Weighted average
number of diluted and ordinary shares is the same, as the company does
not have any diluted shares.

Foreign exchange gains and losses arise upon settlement of monetary assets and
liabilities that are not hedged. Foreign exchange gains and losses also include result from
Corporate Treasury's trading mandate and the effects from translating monetary assets
BOEMJBCJMJUJFTEFOPNJOBUFEJOGPSFJHODVSSFODJFTBUUIFCBMBODFTIFFUEBUF5IFQSPåUPO
foreign exchange forward contracts include effects from derivatives that do not qualify for
hedge accounting, embedded derivatives and the ineffective portion of qualifying hedges.

Earnings per Share (EPS)

Income attributable to ordinary shares (NOK million)
Weighted average number of issued ordinary
shares for the year adjusted for treasury shares

Financial Income and Expenses

Basic and diluted earnings per share (NOK)
Amounts in NOK million

Interest income
*OUFSFTUFYQFOTFPOåOBODJBMMJBCJMJUJFTNFBTVSFEBUBNPSUJ[FEDPTU
*OUFSFTUFYQFOTFPOåOBODJBMMJBCJMJUJFTNFBTVSFEBUGBJSWBMVF

2017

2016

55

65

-273

-452

-33

-26

-305

-477

0

24

Net foreign exchange gain (loss)

27

26

1SPåU MPTT POGPSFJHODVSSFODZGPSXBSEDPOUSBDUT

41

-67

25

25

-15

-9

Interest expense
Capitalized interest cost

0UIFSåOBODFJODPNF
0UIFSåOBODJBMFYQFOTF
/FUPUIFSæOBODFJUFNT
/FUæOBODFDPTU

78

-1

- 172

- 414

2017

2016

221

57

271,532,588

270,916,252

0.81

0.21

Dividends
The board of directors has proposed that no dividend should be declared
for 2017 as it is deemed prudent to exercise caution under the current
market uncertainty in the oil and gas industry. This is the same as in the
prior year.
See note 16 for more information about share capital and treasury shares

See note 24ÖFORÖMOREÖINFORMATIONÖABOUTÖDERIVATIVEÖÙNANCIALÖINSTRUMENTS
See note 25ÖFORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 9 Tax
Financial Reporting Principles

Judgments and Estimates

Income tax in the income statement consists of current tax, effect of change in deferred
tax positions and withholding tax. Income tax is recognized in the income statement
except to the extent that it relates to items recognized directly in equity or in other
comprehensive income.

The group is subject to income taxes in numerous jurisdictions, and
judgment may be involved when determining the taxable amounts.
Tax authorities in different jurisdictions may challenge calculation of
taxes payable from prior periods. In particular, management judgment
is required when assessing complex valuation of unused losses, tax
credits and other deferred tax assets. The recoverability is assessed by
FTUJNBUJOHUBYBCMFQSPåUTJOGVUVSFZFBSTUBLJOHJOUPDPOTJEFSBUJPOBMTP
expected changes in temporary differences. The discounted amount
GSPNUIFTFQSPåUTJTDPNQBSFEUPCPPLWBMVFPGUIFUBYBTTFUT

Current Tax
Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enacted or substantially enacted at the reporting date that will be
paid during the next 12 months. Current tax also includes any adjustment of taxes from
previous years and taxes on dividends recognized in the year.

Deferred Tax
Deferred tax is recognized for temporary differences between the carrying amounts of
BTTFUTBOEMJBCJMJUJFTGPSåOBODJBMSFQPSUJOHBOEUIFBNPVOUTVTFEGPSUBYBUJPOQVSQPTFT
Deferred tax is measured at the tax rates expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted
CZUIFSFQPSUJOHEBUF%FGFSSFEUBYJTOPUSFDPHOJ[FEGPSHPPEXJMMJEFOUJåFEJOBDRVJTJUJPOT
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset
current tax liabilities and assets, and they relate to income taxes levied by the same
tax authority. Deferred tax assets are recognized for unused tax losses, tax credits and
deductible temporary differences. The deferred tax asset is only recognized to the extent it
JTDPOTJEFSFEQSPCBCMFUIBUGVUVSFUBYBCMFQSPåUTXJMMCFBWBJMBCMFUPVUJMJ[FUIFDSFEJUT

5IFFTUJNBUFPGGVUVSFUBYBCMFQSPåUTJTTFOTJUJWFUPGVUVSFNBSLFU
development for the projects and services of Aker Solutions. Forecasts
BSFCBTFEPOåSNPSEFSTJOUIFCBDLMPHBOEJEFOUJåFEQSPTQFDUTJO
addition to expected service revenue. Changes in the assumptions
SFMBUFEUPUIFFYQFDUFEQSPTQFDUTBOETFSWJDFTDBOIBWFBTJHOJåDBOU
JNQBDUPOUIFGPSFDBTUFEDBTIæPXT&DPOPNJDDPOEJUJPOTNBZDIBOHF
and lead to a different conclusion regarding recoverability, and such
changes may affect future reporting periods.

Withholding Tax
Withholding tax and any related tax credits are generally recognized in the period they are
incurred. Withholding tax and related tax credits directly related to construction contracts
are recognized according to the progress of the construction contract, and follow the
same recognition criteria as the underlying construction contract.

Note 9 continues on next page
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Income Tax
Amounts in NOK million

2017

2016

303

358

Current income tax
Current year
Adjustments for prior years
Total current income tax

-9

-2

293

356

-181

-228

Deferred income tax
Origination and reversal of temporary differences
Write down of tax loss carry-forwards and deferred tax assets

23

46

Change in tax rates1

43

-52

Adjustment for prior periods

-19

0

Total deferred income tax

-133

-235

160

121

Total income tax

1) Includes the effect of change in Norwegian tax rate from 24 to 23 percent, the US tax rate from 35 to 21 percent and the UK tax
rate from 19 to 17 percent.

Taxes in OCI and Equity
Amounts in NOK million

2017

2016

$BTIæPXIFEHFT EFGFSSFEUBY

-147

-232

3FNFBTVSFNFOUPGEFåOFECFOFåUQFOTJPOQMBOT

10

-13

Changes in fair values of acquisition of subsidiaries (OCI)

15

0

-121

-245

Deferred tax charged to OCI

Taxes on dividends

0

-15

Taxes on acquisition of NCI

-7

-34

Current tax charged to equity

-7

-49

Note 9 continues on next page
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,ɈLJ[P]L;H_9H[L
The table below reconciles the tax expense as if the Norwegian tax rate of 24 percent was applied.
2017

Amounts in NOK million

Income before tax

2016

399

Income tax when applying Norwegian tax rate of 24 percent (25 percent in 2016)

273

96

24.0%

68

25.0%

Effect of different tax rates

-30

-7.5%

-31

-11.2%

Non-deductible expenses

20

5.1%

5

1.9%
40.0%

Tax effects of:

Effect of withholding tax

75

18.9%

109

-23

-5.8%

-23

-8.5%

Adjustments in respect of prior years (current tax)

-9

-2.3%

-2

-0.7%

Adjustments in respect of prior years (deferred tax)

-19

-4.7%

0

0

Previously unrecognized tax losses used to reduce payable tax

Current year effect of tax incentives

-11

-2.7%

0

0

Write down (or reversal) of deferred tax assets

23

5.8%

46

16.7%

Impact of change in tax rates

43

10.8%

-52

-19.1%

Other

-6

-1.5%

1

0.3%

160

40.2%

121

44.2%

Income tax and effective tax rate

Recognized Deferred Tax Assets and Liabilities
Assets
Amounts in NOK million

Property, plant and equipment
Pensions
Projects under construction
Tax loss carry-forwards
Intangible assets

2017

Liabilities

Net

2016

2017

2016

2017

2016

4

18

-87

-107

-83

-89

113

112

0

0

113

112

0

7

-1,643

-1,451

-1,643

-1,444

1,073

745

0

0

1,073

745

0

6

-257

-258

-257

-252

Provisions

258

266

-5

-8

253

258

Derivatives

54

209

0

0

54

209

884

855

3

-58

887

797

2,384

2,218

-1,989

-1,882

395

335

-1,751

-1,552

1,751

1,552

0

0

633

666

-238

-331

395

335

Other
Total before offsetting
Offsetting
Total
Note 9 continues on next page
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Change in Net Recognized Deferred Tax Assets and Liabilities
Property, plant and
equipment

Pensions

Projects under
construction

Balance as of January 1, 2016

-92

136

3FDPHOJ[FEJOQSPåUBOEMPTT

15

-9

0

Amounts in NOK million

Recognized in other comprehensive income (OCI)
Prepaid withholding tax

Tax loss carryforwards

Intangible
assets

-1,559

571

91

169

-13

0

0

Provisions

Derivatives

Other

Total

-286

305

440

534

49

24

-107

3

62

248

0

0

-232

0

-245

0

0

0

0

0

0

0

252

252

-9

0

0

0

-12

0

0

-2

-23

0

0

0

0

0

48

0

-48

0

-3

-2

24

5

22

11

-2

-1

54

-89

112

-1,444

745

-252

258

209

797

335

3FDPHOJ[FEJOQSPåUBOEMPTT

9

-10

-199

366

10

-8

-8

-27

133

Recognized in other comprehensive income (OCI)

0

10

0

0

0

0

-147

15

-121

Tax losses offset against indirect taxes

0

0

0

-28

0

0

0

0

-28

Prepaid withholding tax

0

0

0

0

0

0

0

94

94

3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT

0

0

0

0

-9

9

0

0

0

-4

0

0

-11

-6

-7

0

9

-19

-83

113

-1,643

1,073

-257

253

54

887

395

Additions through acquisition of subsidiaries
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2016

Currency translation differences
Balance as of December 31, 2017

Tax Loss Carry-Forwards and Unrecognized Deferred Tax Assets
Amounts in NOK million

Norway

Expiry within 5 years

Expires within
5-20 years

*OEFæOJUF

Total

Unrecognized tax loss
carry-forwards

Unrecognized
other tax assets

0

0

3,419

3,419

0

0

475

31

334

840

492

5

North America

14

493

0

507

32

0

South America

0

0

342

342

0

0

Europe excluding Norway

1

41

262

304

264

3

Middle East and Africa

"TJB1BDJåD

104

0

14

118

118

0

Total

594

564

4,372

5,530

906

8

See note 20ÖFORÖINFORMATIONÖABOUTÖCONTINGENTÖTAXÖCLAIMS
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Note 10 Property, Plant and Equipment

Property, Plant and Equipment

The majority of property, plant and equipment relate to subsea manufacturing
plants and service bases in Norway, Brazil, Malaysia, the US and the UK. Fixed
HZZL[ZHSZVPUJS\KLM\YUP[\YLHUKÄ[[PUNZPUVɉJLI\PSKPUNZ

Amounts in NOK million

Financial Reporting Principles
Property, plant and equipment (PPE) are stated at cost less accumulated
depreciation and impairment losses. Components of property, plant and equipment
with different useful lives are accounted for separately. Assets are mainly
EFQSFDJBUFEPOBTUSBJHIUMJOFCBTJTPWFSUIFJSFYQFDUFEFDPOPNJDMJWFTBTGPMMPXT


.BDIJOFSZBOEFRVJQNFOUZFBST



#VJMEJOHTZFBST



-BOE/PEFQSFDJBUJPO

#PSSPXJOHDPTUTBSFDBQJUBMJ[FEBTQBSUPGUIFDPTUPGUIFBTTFUXIFOTJHOJåDBOU
The cost of self-constructed assets includes the cost of materials, direct labor,
production overheads and borrowing cost.

Judgment and Estimates
Judgment is involved when determining the depreciation period and when
assessing impairment. Impairment is assessed for individual assets and for cash
generating units. The impairment testing involves judgmental assumptions about
GVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT EFUFSNJOBUJPOPGXFJHIUFEBWFSBHFDPTUPG
capital (WACC), growth rate and other assumptions that may change over time.

Commitments
Aker Solutions has entered into contractual commitments for the acquisition of
property, plant and equipment amounting to NOK 281 million as of December
31, 2017, of which NOK 221 million will expire in 2018. Contractual commitments
were NOK 52 million per December 31, 2016.
See note 12 for information about impairment testing
See note 17 for information about PPE being held as security for borrowings
See note 26 for information about acquisition of subsidiaries

44

Buildings
and sites1

Machinery and
equipment

Under
construction

Total

1,436
48
635
23
0
-60
19
2,102
5

4,970
60
294
54
-10
-152
-77
5,138
40

813
292
-929
0
0
0
40
216
161

7,219
399
0
77
-10
-211
-18
7,456
206

-190

387

-197

0

0
-15
-51
1,851

5
-18
-5
5,548

0
0
3
181

5
-33
-54
7,580

-431
-83
0
0
36
10
-469
-66
-58
13
143
1
-436

-2,810
-483
-78
7
147
53
-3,164
-471
-26
11
-143
-19
-3,812

-16
0
0
0
0
0
-16
0
0
0
0
0
-15

-3,257
-567
-79
7
183
62
-3,648
-537
-84
24
0
-18
-4,264

1,633
1,415

1,974
1,735

200
166

3,808
3,316

Historical cost
Balance as of January 1, 2016
Additions
Transfer from assets under construction
Additions through acquisition of subsidiaries
Disposal of subsidiaries
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2016
Additions
3FDMBTTJåDBUJPOTBOEUSBOTGFSGSPNBTTFUT
under construction
Additions through acquisition of subsidiaries
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2017
Accumulated depreciation and impairment
Balance as of January 1, 2016
Depreciation for the year
Impairment
Disposal of subsidiaries
Disposals and scrapping
Currency translation differences
Balance as of December 31, 2016
Depreciation for the year
Impairment
Disposals and scrapping
3FDMBTTJåDBUJPOCFUXFFODBUFHPSJFT
Currency translation differences
Balance as of December 31, 2017
Book value as of December 31, 2016
Book value as of December 31, 2017

1) Assets held for sale included in Buildings and sites amounted to NOK 38 million as of December 31, 2017.
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Note 11 Intangible Assets
;OLYLZLHYJOHUKKL]LSVWTLU[9 +WYVNYHTZPU(RLY:VS\[PVUZHYLJSVZLS`TVUP[VYLK
in order to secure the desired technological achievements in time and at acceptable cost
SL]LSZ9 +WYVNYHTZ[OH[TLL[JLY[HPUJYP[LYPHHYLJHWP[HSPaLKHUKHTVY[PaLKV]LY[OL
L_WLJ[LK\ZLM\SSPML0U[HUNPISLHZZL[ZHSZVPUJS\KLNVVK^PSSHUKV[OLYHZZL[ZPKLU[PÄLKPU
mergers and acquisitions in addition to IT systems.

Financial Reporting Principles
Capitalized Development
The technology development in Aker Solutions is graded according to a Technology
Readiness Level (TRL) consisting of eight phases. Research and development costs are
expensed as incurred until a program has completed the concept phase. Development
cost is only capitalized if the product or process is technically and commercially feasible
and the business case shows a positive net present value. Capitalized development mainly
includes internal labor costs in addition to materials for the development program. The
DBQJUBMJ[FEEFWFMPQNFOUJTOPSNBMMZBNPSUJ[FEPWFSåWFZFBSTPOBTUSBJHIUMJOFCBTJT CVU
DFSUBJOQSPHSBNTXJUIBDMFBSEJGGFSFOUJBUJOHPGGFSJOHBOEBMPOHFSFDPOPNJDCFOFåUNBZCF
amortized up to seven years. For development projects in progress, a full impairment test
JTQFSGPSNFEBOOVBMMZPSXIFOJNQBJSNFOUJOEJDBUPSTBSFJEFOUJåFE
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Judgments and Estimates
The decision to capitalize a development program involves management
KVEHNFOU5IFSFBSFTUSJDUJOUFSOBMSVMFTEFåOJOHXIBURVBMJåFTGPS
capitalization, and the documentation of the assessment is monitored
centrally. Management makes assessment of future market opportunities,
ability to successfully achieve the desired technological solution and the
time and cost it takes to develop it. These factors may change over time.
Impairment indicators are assessed for individual development projects,
other intangible assets and for cash generating units as a whole,
including goodwill. Impairment testing is performed when impairment
JOEJDBUPSTIBWFCFFOJEFOUJåFE*OBEEJUJPO DBQJUBMJ[FEEFWFMPQNFOU
programs that have not been completed are subject to an annual
impairment test. The impairment test includes update of the business
case, assessing status on technical achievements and reviewing cost
incurred compared to budget in order to identify if any of the capitalized
cost should be expensed. The asset is written down to recoverable
amount, if lower than book value. The impairment testing involves
KVEHNFOUBMBTTVNQUJPOTBCPVUGVUVSFNBSLFUEFWFMPQNFOU DBTIæPXT 
determination of WACC, growth rate used for calculation of terminal
value and other assumptions that may change over time.

Goodwill
(PPEXJMMSFQSFTFOUTUIFDPOTJEFSBUJPOQBJEJOFYDFTTPGJEFOUJåBCMFBTTFUTBOEMJBCJMJUJFTJO
CVTJOFTTDPNCJOBUJPOT(PPEXJMMIBTBOJOEFåOJUFVTFGVMMJGFBOEJTUFTUFEGPSJNQBJSNFOU
BOOVBMMZ PSXIFOJNQBJSNFOUJOEJDBUPSTBSFJEFOUJåFE

Other
Other intangible assets include IT systems and technology development acquired through
business combinations.

Note 11 continues on next page
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Intangible Assets
Amounts in NOK million

Research and Development Expenses
Capitalized
development

Goodwill

Other

Total

See note 12 for more information about impairment testing
See note 26 for more information about acquisition of subsidiaries

Historical cost
Balance as of January 1, 2016
Additions from internal development
Additions through business combinations
Disposals

2,310

4,166

359

6,836

278

0

19

297

0

117

37

154

0

-2

0

-2

-116

-305

-34

-455

2,472

3,976

381

6,829

149

0

0

149

Additions through business combinations

45

239

0

284

Assets fully written down, no longer in use

-7

0

-44

-50

5

68

4

78

2,664

4,283

342

7,289

-470

4

-164

-629

Currency translation differences
Balance as of December 31, 2016
Additions from internal development

Currency translation differences
Balance as of December 31, 2017

The research and development expenses amounted to NOK 41 million in
2017 compared to NOK 125 million in 2016.

Accumulated amortization and impairment
Balance as of January 1, 2016
Amortization for the year

-178

0

-34

-212

Impairment

-386

0

0

-386

Currency translation differences
Balance as of December 31, 2016
Amortization for the year
Impairment
Assets fully written down, no longer in use

26

2

16

44

-1,007

6

-182

-1,182

-211

0

-44

-255

-72

0

0

-72
51

7

0

44

-6

-9

-2

-17

-1,288

-3

-184

-1,475

Book value as of December 31, 2016

1,465

3,983

199

5,647

Book value as of December 31, 2017

1,375

4,281

158

5,814

Currency translation differences
Balance as of December 31, 2017
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Note 12 Impairment of Assets
(M[LYZVTLJOHSSLUNPUN`LHYZPU[OLVPSZLY]PJLZTHYRL[[OLYLHYLZPNUZVM
recovery with an increase in the oil price. More projects are being sanctioned
and there is generally a more optimistic view on the future across the oil
ZLY]PJLZTHYRL[(ZZL[ZOH]LILLUHZZLZZLKMVYPTWHPYTLU[VUHUPUKP]PK\HS
basis and as part of cash generating units. The impairment testing of the assets
resulted in impairment losses of NOK 72 million for intangible assets and NOK
84 million for property, plant and equipment in 2017.

Financial Reporting Principles
Individual Assets
*OEJWJEVBMJOUBOHJCMFBOEåYFEBTTFUTBSFBTTFTTFEGPSJNQBJSNFOUUSJHHFSTFWFSZRVBSUFS
to identify assets that are damaged, no longer in use or will be disposed. Capitalized
development is assessed for impairment triggers every quarter to identify development
QSPHSBNTXIFSFUIFUFDIOPMPHJDBMEFWFMPQNFOUPSDPNNFSDJBMPVUMPPLGPSUIBUTQFDJåD
UFDIOPMPHZOPMPOHFSKVTUJåFTUIFCPPLWBMVF$BQJUBMJ[FEEFWFMPQNFOUQSPHSBNTUIBU
have not been completed are subject to annual impairment test with updates of the
business case, assessing status on technical achievements and reviewing cost incurred
compared to budget in order to identify if any of the capitalized cost should be expensed.
The asset is written down to recoverable amount, if lower than book value.

(ZZL[ZPUH*HZO.LULYH[PUN<UP[*.<
Impairment indicators are assessed for all assets as part of a cash generating unit (CGU). A CGU
represents the lowest level of independent revenue generated by the assets. This is usually the
lowest level where a separate external market exists for the output from the CGU. Impairment
indicators are reviewed for all assets with assessment of market conditions, technological
development, change in order backlog, change in discount rate and other elements that
may impact the value of the assets in the CGU. Assets are usually tested using the value-inVTFBQQSPBDIEFUFSNJOFECZEJTDPVOUJOHFYQFDUFEGVUVSFDBTIæPXT*NQBJSNFOUMPTTFTBSF
recognized for assets in CGUs where the recoverable amount is lower than book value.

Goodwill
The groups of CGUs that include goodwill are tested for impairment annually or when
JNQBJSNFOUUSJHHFSTIBWFCFFOJEFOUJåFE5IFDPNQBOZEPFTOPUIBWFPUIFSBTTFUTUIBO
HPPEXJMMXJUIJOEFåOJUFVTFGVMMJWFT

47

Judgments and Estimates
The impairment testing of assets is by nature highly judgmental as it
JODMVEFTFTUJNBUFTTVDIBTGVUVSFFYQFDUFEDBTIæPXT EJTDPVOUSBUF
BOEHSPXUISBUF*OQBSUJDVMBS GVUVSFDBTIæPXTBSFVODFSUBJOBTUIFZ
are impacted by market developments beyond Aker Solutions' control.
The oil price impacts the investment levels in capex and maintenance
projects by the oil companies. This in turn impacts the markets in which
Aker Solutions operates.

*HZOÅV^(ZZ\TW[PVUZ
Expectations about the long-term oil prices are important when
assessing the future market development for the projects and services of
Aker Solutions. After several years with a challenging market there have
been some signs of recovery in 2017. The long-term oil price per barrel
has been assumed to gradually increase to USD 68 in the terminal year.
This assumption is particularly sensitive in the current market conditions.
'PVSZFBSDBTIæPXTJOUIFQFSJPEUPQSPKFDUFEGSPNUIF
forecast and strategy process, approved by management in 2017, have
CFFOVTFEBTCBTJTGPSUIFFTUJNBUFTPGGVUVSFDBTIæPXT5IFGPSFDBTUT
BSFCBTFEPOåSNPSEFSTJOUIFCBDLMPHBOEJEFOUJåFEQSPTQFDUTJO
addition to expected service revenue. Changes in the assumptions
SFMBUFEUPUIFFYQFDUFEQSPTQFDUTDBOIBWFBTJHOJåDBOUJNQBDUPOUIF
GPSFDBTUFEDBTIæPXT5IFGPSFDBTUFEDBTIæPXTVTFEJOUIFJNQBJSNFOU
UFTUTSFæFDUPSHBOJDHSPXUIPOMZ0UIFSQBSBNFUFSTJOUIFBTTFTTNFOUBSF
the mix of projects and services, level of operating expenses and capital
expenditure for maintenance of the asset portfolio.

Discount and Growth Rate
&TUJNBUFEGVUVSFDBTIæPXTBSFEJTDPVOUFEUPUIFJSQSFTFOUWBMVF
using the weighted average cost of capital (WACC), which is a posttax discount rate. The WACC is based on a risk free interest rate, a
risk premium and average beta values of peers within each market. A
separate WACC has been calculated for each of the CGUs taken into
DPOTJEFSBUJPODPVOUSZTQFDJåDSJTLQSFNJVNTBOEMPOHUFSNSJTLGSFF
interest rates. A growth rate has been applied to calculate terminal value
BGUFSUIFåWFZFBSQFSJPE
Note 12 continues on next page

Menu

PAGE

AKER SOLUTIONS ANNUAL REPORT 2017 CONSOLIDATED FINANCIAL STATEMENTS

48

.OTEÖÖ)MPAIRMENTÖOFÖ!SSETSÖCONT

Impairment Testing of Individual Assets

The WACC used in the impairment testing of goodwill is shown below.

When reviewing the individual capitalized development certain development programs
XFSFJEFOUJåFEXIFSFUIFUFDIOPMPHZPSDPNNFSDJBMPVUMPPLOPMPOHFSKVTUJåFEUIFWBMVF
This was mainly as a result of the downturn in the oil service sector. In total, NOK 72
million was impaired. The impairments were mainly related to development projects in
Norway, USA and Malaysia. In addition, the impairment on individual machines, furniture
BOEåUUJOHTXBT/0,NJMMJPO XIJDINBJOMZSFMBUFEUPBTTFUTJO/PSXBZBOE6,5IF
WBMVFJOVTFNFUIPEXBTVTFEGPSCPUIåYFEBOEJOUBOHJCMFBTTFUT

Impairment Testing of Assets in CGUs
$(6TJEFOUJåFEGPSUFTUJOHåYFEBOEJOUBOHJCMFBTTFUTJTVTVBMMZBQMBOUPSBHSPVQPG
QMBOUTXIJDIBSFEFFNFEUPQSPEVDFJOEFQFOEFOUDBTIJOæPXT/PJNQBJSNFOUMPTTFT
were recognized as a result of the impairment testing of assets in CGUs based on
UIFWBMVFJOVTFNFUIPE7BSJPVTTFOTJUJWJUZBOBMZTJTGPSDIBOHFJOGVUVSFDBTIæPXT 
growth rate and WACC have been performed for the CGUs with limited headroom in the
impairment testing. The results from the analysis support the conclusion from the test
that no impairment should be recognized. The group is continuously monitoring the
market development and will perform impairment testing if further impairment triggers are
JEFOUJåFE

Impairment Testing of Goodwill
5IFHSPVQTPG$(6TJEFOUJåFEXIFOUFTUJOHHPPEXJMMSFQSFTFOUUIFPQFSBUJOHTFHNFOUT
of Aker Solutions (Projects and Services) as this is the level where synergies are expected
and goodwill is monitored. The goodwill in the two operating segments are shown in the
following table.
Amounts in NOK million

2017

2016

Projects

2,123

2,015

Services

2,157

1,968

Total goodwill as of December 31

4,281

3,983

Post-tax WACC

Pre-tax WACC

Projects

8.4%

10.2%

Services

8.7%

11.6%

A post-tax value in-use method was used, with pre-tax rates calculated
using an iterative method for illustration purposes only. The calculated
BOOVBMBWFSBHFHSPXUISBUFGPSSFWFOVFJOUIFDBTIæPXVTFEGPS
impairment testing is 25.9 percent for Services and 7.5 percent for
1SPKFDUT.BOBHFNFOUIBTGPSFDBTUFEUIBUDBTIæPXTXJMMHSBEVBMMZ
recover from the low activity level in 2017, which was a year heavily
impacted by the decline in the oil services sector. There are indications of
market recovery, proven by more projects being sanctioned and several
contracts awarded to Aker Solutions late 2017. The forecasted cash
æPXTBSFCBTFEPOåSNPSEFSTBOEBOFYQFDUFETIBSFPGOFXDPOUSBDUT
When determining the terminal value, a growth rate of 1.5 percent has
been used for both Services and Projects. The annual impairment testing
of goodwill did not result in any impairment losses.
Multiple sensitivity tests have been run to address the current uncertainty
in the oil service market. The impairment testing is sensitive to changes
in the long-term oil price as it will impact the expected order intake. The
testing is also sensitive to changes in the discount rate, growth rates,
and the ability of Aker Solutions to secure projects as estimated in the
DBTIæPX QSPEVDUNJYBOEDPTUMFWFMT4FOTJUJWJUZUFTUJOHPGHPPEXJMM
includes changing various assumptions to consider other potential
alternative market conditions. This includes changing the discount rate
BOEHSPXUISBUFJOBEEJUJPOUPSFEVDJOHUIFFYQFDUFEDBTIæPXTJOUIF
future. The recoverable amounts exceeded book value for all scenarios
for all the CGUs in the goodwill impairment testing.
See note 10 FORÖMOREÖINFORMATIONÖABOUTÖPROPERTY ÖPLANTÖANDÖEQUIPMENT
See note 11 for more information about intangible assets
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Note 13 Inventories
Financial Reporting Principles
Inventories are measured at the lower of cost and net realizable value. Net realizable value
is the estimated selling price in the ordinary course of business less selling expenses
and the estimated cost to complete the inventory. The cost of inventories is based on the
weighted average cost.

Judgments and Estimates
The assessment of obsolete and slow-moving inventory in order to determine inventory
write-downs is subject to management judgment. The selling price in the market has to be
estimated, and there is a risk that the actual selling price turns out to be different than the
amount estimated by management.

Inventories

Amounts in NOK million

Stock of raw materials
Goods under production
Finished goods
Total
Total inventories at cost

2017

2016

356

514

72

2

0

59

428

575

716

818

-288

-244

Total

428

575

Inventory write-down expense in the period

160

129

Inventory write-downs to net realizable value

There are no securities pledged over inventories.
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Note 14 Trade and Other Receivables

Bad Debt Provision

Financial Reporting Principles
Trade and other receivables are recognized at the original invoiced amount, less an
allowance for doubtful receivables. The invoiced amount is considered to be approximately
equal to the value derived if the amortized cost method would have been used.

Amounts in NOK million

2017

2016

Balance as of January 1

-170

-143

Provisions made during the year

-29

-79

Provisions used during the year

39

8

Provisions reversed during the year

37

23

3

21

-121

-170

Amounts in NOK million

2017

2016

Not overdue

2,452

2,599

Past due 0-30 days

267

611

Past due 31-90 days

106

136

Past due 91 days to one year

61

110

Past due more than one year

110

256

2,997

3,711

Currency translation differences

Judgments and Estimates

Balance as of December 31

Judgment is involved when determining the allowance for doubtful receivables. The
allowance is based on individual assessments of each customer and default risk in the
industry and the country in which the customer operates. The customers of Aker Solutions
are mainly large, international oil companies.

Aging of Trade Receivables

Trade and Other Receivables
Amounts in NOK million

2017

2016

Trade receivables

2,692

3,600

Trade receivables, related parties
Less provision for impairment of receivables
Trade receivables, net
Advances to suppliers
Amounts due from customers for construction work
Accrued operating revenue from service contracts
Other receivables
Total

50

305

111

-121

-170

2,876

3,541

954

156

883

1,103

1,298

1,337

832

1,260

6,843

7,398

Total

See note 3 for more information about amounts due from customers for construction
and service contracts
See note 22 for more information about credit risk
See note 29 for more information about receivables to related parties
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Note 15 Cash and Cash Equivalents

Note 16 Equity

Financial Reporting Principles

Share Capital

Cash and cash equivalents include cash on hand, demand
deposits held at banks and other short-term highly liquid deposits
with original maturity of three months or less.

Aker Solutions ASA was founded May 23, 2014 with a nominal share capital of NOK 293,807,940
through the issuance of 272,044,389 shares. The total number of outstanding shares is 272,044,389
at par value NOK 1.08 per share as of December 31, 2017. All issued shares are fully paid. Aker
Solutions ASA has one class of shares, ordinary shares, with equal rights for all shares. The holders
of ordinary shares are entitled to receive dividends and are entitled to one vote per share at general
meetings. The number of own shares (treasury shares) was 511,801 per December 31, 2017, which
is the same as last year. The consideration for these shares was NOK 16 million.

Cash and Cash Equivalents
2017

2016

635

1,461

Other cash at banks

1,343

1,019

Total

1,978

2,480

Amounts in NOK million

Cash pool

Available Liquidity
Additional undrawn committed non-current bank revolving
credit facilities amounted to NOK 3.75 billion, compared to
NOK 5.0 billion in the prior period. Together with cash and cash
equivalents, this gives a total liquidity buffer of NOK 5.7 billion,
compared to NOK 7.5 billion in prior year.
See note 17 for more information about borrowings
See note 22 for more information about currency risk and
the cash pool arrangement
See note 23 for more information about capital management

Hedging Reserve
5IFIFEHFSFTFSWFNBJOMZSFMBUFTUPFGGFDUTPGDVSSFODZDBTIæPXIFEHFTUIBUBSFOPUZFU
recognized in the income statement. The hedging effects are recognized in the income statement
according to the progress of the underlying construction contract.

Translation Reserve
The currency translation reserve includes foreign exchange differences arising from the translation
of the subsidiaries into the presentation currency of the consolidated statements.

Pension Reserve
5IFEFåOFECFOFåUQMBOBDUVBSJBMHBJOTBOEMPTTFTSFTFSWFJODMVEFTSFNFBTVSFNFOUPGUIFOFU
EFåOFECFOFåUMJBCJMJUZ XIJDIDPNQSJTFBDUVBSJBMHBJOTBOEMPTTFTBOEUIFSFUVSOPOQMBOBTTFUT
(excluding interest).
See note 2 for more information about currency translation of subsidiaries
See note 18 for more information about the pension obligation
See note 24 for more information about hedging
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Note 17 Borrowings
Financial Reporting Principles
Interest-bearing borrowings are recognized initially at fair value less transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized
cost with any difference between cost and redemption value being recognized in the
income statement over the period of the borrowings on an effective interest basis.

Norwegian Bonds
The group has a NOK 1,000 million bond loan listed on the Oslo Stock Exchange
EFOPNJOBUFEJO/PSXFHJBO,SPOFS5IFJOUFSFTUSBUFJTUISFFNPOUITæPBUJOHJOUFSCBOL
SBUFT /*#03 QMVTBQSFEFåOFENBSHJO5SVTUFFTFSWJDFTBSFQSPWJEFECZ/PSEJD
Trustee and the loan documentation is based on Nordic Trustee's standard loan
agreement for bond issues. The bond loan is unsecured on a negative pledge basis
and includes no dividend restrictions. Aker Solutions' strategy is to have between
QFSDFOUPGCPSSPXJOHTBUåYFEJOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUI
æPBUJOHJOUFSFTUSBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTCZNFBOTPGJOUFSFTUSBUF
EFSJWBUJWFTUPNBJOUBJOUIFEFTJSFETQMJUCFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT

Note 17 continues on next page
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Bonds and Borrowings
2017
Amounts in NOK million

ISIN NO 0010661051

Currency

Nominal
currency value

NOK

1,000

Total bond1

Revolving credit facility (NOK 5,000 million)2

Brazilian Development Bank loans

Interest rate

1,008

0.79%

4.20%

NOK

1,250

0.89%

11.10%

1,239

Maturity date
(mm/dd/yy)

Interest terms

4.99%

10/09/19

'MPBUJOH . åYNBSHJO

1.10%

1.99%

07/03/19

NIBOR + Margin3

0.00%

11.10%

2018-2024

Fixed, periodically

1,239

BRL

345

858
858

Other borrowings

10

Total borrowings

3,114

Current borrowings

Fixed
interest margin Interest coupon

1,008

Total credit facility

Brazilian Development Bank loans4

Carrying
amount (NOK)

539

Non-current borrowings

2,576

Total borrowings

3,114

1) 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPO /0, NJMMJPOJO CZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO /0,NJMMJPOJO "NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFEJOUFSFTUSFMBUFEUPUIF
bonds (NOK 18 million in 2016).
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.
4) Brazilian loans consist of loans with interest rates ranging from 5.8 percent to 12.4 percent in 2017 (3.5 percent to 19 percent in 2016). The weighted average interest rate is used in the table and is calculated based on the contractual rates on the loans at December 31
and does not include the effect of swap agreements.

Note 17 continues on next page
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Bonds and Borrowings
2016

Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

ISIN NO 0010647431

NOK

1,500

1,505

1.14%

4.25%

ISIN NO 0010661051

NOK

1,000

1,007

1.13%

4.20%

1.05%

11.96%

Amounts in NOK million

1

NOK

0

Total credit facility

Brazilian Development Bank loans4
Brazilian Development Bank loans

Maturity date
(mm/dd/yy)

Interest terms

5.39%

06/06/17

'MPBUJOH . åYNBSHJO

5.33%

10/09/19

'MPBUJOH . åYNBSHJO

0.85%

1.90%

07/03/19

NIBOR + Margin3

0.00%

11.96%

2017-2022

Fixed, periodically

2,512

Total bonds

Revolving credit facility (NOK 5,000 million)2

Fixed
interest margin Interest coupon

-20
-20

BRL

548

1,451
1,451

Other borrowings

10

Total borrowings

3,954

Current borrowings

2,110

Non-current borrowings

1,844

Total borrowings

3,954

 5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPOCZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO"NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFEJOUFSFTUSFMBUFEUPUIFCPOET
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.
4) Brazilian loans consist of loans with interest rates ranging from 3.5 percent to 19 percent. The weighted average interest rate is used in the table and is calculated based on the contractual rates on the loans at December 31 and does not include the effect of swap
agreements.

Note 17 continues on next page
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Maturity of Bonds and Borrowings
2017
Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010661051

1,008

1,101

25

25

1,051

0

0

Total bonds

1,008

1,101

25

25

1,051

0

0

Revolving credit facility (NOK 5,000 million)

1,239

1,286

12

12

1,262

0

0

858

979

126

449

131

272

1

Brazilian development bank loans

10

10

10

0

0

0

0

Total other loans

Other loans

2,106

2,275

148

461

1,393

272

1

Total borrowings

3,114

3,376

173

486

2,444

272

1

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

2016
Amounts in NOK million

ISIN NO 0010647431

1,505

1,539

1,539

0

0

0

0

ISIN NO 0010661051

1,007

1,155

26

27

53

1,049

0

Total bonds

2,512

2,694

1,565

27

53

1,049

0

Revolving credit facility (NOK 5,000 million)2
Brazilian Development Bank loans
Other loans

-20

0

0

0

0

0

0

1,451

1,801

86

658

499

113

445

10

11

0

11

0

0

0

Total other loans

1,442

1,812

86

668

500

113

445

Total borrowings

3,954

4,506

1,651

695

553

1,162

445

 5IFJOUFSFTUDPTUTBSFDBMDVMBUFEVTJOHFJUIFSUIFMBTUåYJOHSBUFLOPXOCZZFBSFOE QMVTBQQMJDBCMFNBSHJO PSUIFDPOUSBDUVBMåYFESBUF XIFOåYFESBUFEFCU 
 5IFDBTIæPXJTCBTFEPOUIFBTTVNQUJPOUIBUUIFOPNJOBMDVSSFODZWBMVFXJMMSFNBJOPO/0, NJMMJPOVOUJMUIFNBUVSJUZPGUIFSFWPMWJOHDSFEJUGBDJMJUZ

Note 17 continues on next page
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Movement of liabilities
Credit
Facilities

Other
Borrowings

Total

2,512

-20

1,461

3,954

-

1,250

67

1,317

Amounts in NOK million

Bond

Balance as of January 1, 2017
Proceeds from loans and borrowings
Repayment of borrowings

-1,500

0

-578

-2,078

5PUBMDIBOHFTGSPNåOBODJBMDBTIæPXT

-1,500

1,250

-512

-762

-6

0

-12

-18

Amortization of borrowing cost

3

8

0

11

Currency translation differences

0

0

-70

-70

1,008

1,239

868

3,114

Accrued interest

Balance as of December 31, 2017

Mortgages
The company has no mortgage liabilities in 2017.
See note 23 for more information about capital management
See note 24 for more information about interest rate derivatives
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
See note 33 for more information about borrowings entered into subsequent to year end
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Note 18 Pension Obligations
(RLY:VS\[PVUZVWLYH[LZZL]LYHSWLUZPVUWSHUZHYV\UK[OL^VYSK;OLTVZ[
JVTTVU[`WLVMWSHUPZ[OLKLÄULKJVU[YPI\[PVUWSHU^OLYL(RLY:VS\[PVUZ
THRLZJVU[YPI\[PVUZ[V[OLLTWSV`LLZPUKP]PK\HSWLUZPVUHJJV\U[
(RLY:VS\[PVUZZ[PSSOHZZVTLJSVZLKKLÄULKILULÄ[WSHUZHUKPTWHJ[Z
of these are gradually reduced.

Financial Reporting Principles
+LÄULK*VU[YPI\[PVU7SHUZ
"EFåOFEDPOUSJCVUJPOQMBOJTBUZQFPGSFUJSFNFOUQMBOXIFSFUIFFNQMPZFSNBLFT
contributions on a regular basis to the employees individual pension account. The
CFOFåUTSFDFJWFECZUIFFNQMPZFFBSFCBTFEPOUIFFNQMPZFSDPOUSJCVUJPOTBOEHBJOTPS
MPTTFTGSPNJOWFTUJOHUIFDBQJUBM$POUSJCVUJPOTUPEFåOFEDPOUSJCVUJPOQFOTJPOQMBOTBSF
recognized as an expense in the income statement as incurred.

57

BTUIFEJTDPVOUSBUF FYQFDUFETBMBSZHSPXUI JOæBUJPOBOESFUVSOPO
assets as well as demographical factors concerning mortality, employee
turnover, disability and early retirement. Assumptions about all these
factors are based on the situation at the time the assessment is made.
However, it is reasonably certain that such factors will change over
long periods for which pension calculations are made. Any changes in
these assumptions will affect the calculated pension obligations with
immediate recognition in other comprehensive income.

Pension Plans in Norway
The main pension arrangement in Norway is a general pension plan
organized by the Norwegian state providing a basic pension entitlement
to all tax payers. The additional pension plans which all Norwegian
employers are obliged to provide, represent limited additional pension
FOUJUMFNFOUT5IFGPMMPXJOHQFOTJPOQMBOTFYJTUJO/PSXBZ

+LÄULK*VU[YPI\[PVU7SHUZ
+LÄULK)LULÄ[7SHUZ
"EFåOFECFOFåUQMBOJTBUZQFPGQFOTJPOQMBOXIFSFUIFFNQMPZFSQSPNJTFTBOBOOVBM
pension on retirement based on a percentage of the salary upon retirement and the
FNQMPZFFTFBSOJOHTIJTUPSZ ZFBSTPGTFSWJDFBOEBHF5IFDBMDVMBUJPOPGEFåOFECFOFåU
PCMJHBUJPOTJTQFSGPSNFEBOOVBMMZCZBRVBMJåFEBDUVBSZVTJOHUIFQSPKFDUFEVOJUDSFEJU
method.
5IFEFåOFECFOFåUPCMJHBUJPOJTDBMDVMBUFETFQBSBUFMZGPSFBDIQMBOCZEJTDPVOUJOHUIF
FTUJNBUFEBNPVOUPGGVUVSFCFOFåUUIBUFNQMPZFFTIBWFFBSOFEJOUIFDVSSFOUBOEQSJPS
QFSJPETBOEEFEVDUJOHUIFGBJSWBMVFPGBOZQMBOBTTFUT5IFDIBOHFPGUIFEFåOFECFOFåU
obligation as a result of the change of assumptions (actuarial gains and losses) and the
return on plan assets are recognized immediately in other comprehensive income. Net
JOUFSFTUFYQFOTFBOEPUIFSFYQFOTFTSFMBUFEUPEFåOFECFOFåUQMBOTBSFSFDPHOJ[FE
JOUIFJODPNFTUBUFNFOU8IFOUIFCFOFåUTPGBQMBOBSFDIBOHFE TFUUMFEPSXIFOB
plan is curtailed, the change relating to past service or the gain or loss on curtailment or
settlement is recognized immediately in the income statement.

Judgments and Estimates
The present value of the pension obligations depends on a number of factors determined
POUIFCBTJTPGBDUVBSJBMBTTVNQUJPOT5IFTFBTTVNQUJPOTJODMVEFåOBODJBMGBDUPSTTVDI

"MMFNQMPZFFTJO/PSXBZBSFPGGFSFEQBSUJDJQBUJPOJOBEFåOFE
contribution plan. The annual contributions expensed for the Norwegian
plans in 2017 were NOK 206 million. The estimated contribution
expected to be paid in 2018 is NOK 196 million.

+LÄULK)LULÄ[7SHUZ
5IF/PSXFHJBODPNQBOJFTJO"LFS4PMVUJPOTDMPTFEUIFEFåOFECFOFåU
plans in 2008. Employees who were 58 years or older in 2008 are still
NFNCFSTPGUIFEFåOFECFOFåUQMBO5IJTJTBGVOEFEQMBOBOESFQSFTFOUT
most of the funded pension liability reported in the tables below. The
estimated contribution expected to be paid during 2018 is NOK 73 million.

Compensation Plans
All employees in 2008 who had a calculated loss of more than NOK
 QFSZFBSVQPOUSBOTJUJPOUPUIFEFåOFEDPOUSJCVUJPOQMBOXFSF
offered compensation. The compensation amount will be adjusted
annually in accordance with the adjustment of the employees'
pensionable income, and accrued interest according to market interest. If
the employee leaves the company voluntarily before the age of 67 years,
the accrued compensation amount will be paid out. This unfunded plan
JTDMBTTJåFEBOEBDDPVOUFEGPSBTBEFåOFECFOFåUQMBO
Note 18 continues on next page
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.OTEÖÖ0ENSIONÖ/BLIGATIONSÖCONT
;HYPɈ)HZLK7LUZPVU(NYLLTLU[(-7
Employees in Norway have a tariff based lifelong retirement
arrangement (AFP) that can be withdrawn from the age of 62
organized by the main labor unions and the Norwegian state. The
information required to estimate the pension obligation from this
EFåOFECFOFåUQMBOJTOPUBWBJMBCMFGSPNUIFQMBOBENJOJTUSBUPS
Aker Solutions therefore accounts for the plan as if it was a
EFåOFEDPOUSJCVUJPOQMBO

Movement in Pension Obligations
5BCMFTCFMPXSFMBUFUPUIFNPWFNFOUJOUIFQFOTJPOPCMJHBUJPOGPSEFåOFECFOFåUQMBOT
*UJTNBJOMZUIF/PSXFHJBOFOUJUJFTUIBUIBWFEFåOFECFOFåUQMBOTPUIFSEFåOFECFOFåU
QMBOTBSFJOTJHOJåDBOU
Amounts in NOK million

Balance as of January 1

2017

2016

540

572

;LYTPUH[PVU)LULÄ[Z

Current service and administration cost

55

71

Certain pension arrangements up until retirement has been
given as part of restructuring programs to achieve reduction of
personnel. The cost in 2017 was NOK 7 million.

Interest cost (income)

12

14

Included in income statement

66

85

Actuarial loss (gain) arising from demographic assumptions

0

116

Pension Plans outside Norway

"DUVBSJBMMPTT HBJO BSJTJOHGSPNåOBODJBMBTTVNQUJPOT

15

-126

1FOTJPOQMBOTPVUTJEF/PSXBZBSFQSFEPNJOBUFMZEFåOFE
contribution plans. The annual contributions expensed for plans
outside Norway in 2017 were NOK 163 million. The estimated
contributions expected to be paid in 2018 is NOK 231 million to
the plans outside Norway.

Return on plan assets

14

-7

3

0

Actuarial loss (gain) arising from experience adjustments

28

-25

Remeasurements loss (gain) included in OCI

60

-42

Contributions paid into the plan

-73

-70

#FOFåUTQBJECZUIFQMBO

-38

-34

3FDMBTTJåDBUJPOGSPNSFTUSVDUVSJOHQSPWJTJPO

0

28

Other movements

0

1

-111

-75

556

540

0

13

Net unfunded liability

556

527

Balance as of December 31

556

540

Total Pension Cost
Amounts in NOK million

2017

2016

%FåOFECFOFåUQMBOT

66

85

%FåOFEDPOUSJCVUJPOQMBOT

400

457

Total

466

542

Changes in asset ceiling

Other

Balance as of December 31

Represented by:
Net funded liability

Note 18 continues on next page
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(ZZL[ZPU[OL+LÄULK)LULÄ[7SHU

Sensitivity Analysis
2017

2016

31

40

Bonds

990

1,114

Funds

153

94

1,173

1,248

Amounts in NOK million

Equity securities

Total plan assets at fair value

The equity securities are invested globally, and the value is based on quoted price at
the reporting date without any deduction for estimated future selling cost. The majority
of the bond investment is in Norwegian municipalities and is assumed to have a rating
FRVBMUP"" CVUUIFSFBSFWFSZGFXPGåDJBMSBUJOHTGPSUIFTFJOWFTUNFOUT5IFSFNBJOJOH
bond investment is primarily in the Norwegian market within bonds assumed to be of
“Investment Grade” quality. The majority of these investments do not, however, have an
PGåDJBMSBUJOH5IFJOWFTUNFOUTDPOTJTUPGåYFEJODPNFGVOETBOEFRVJUZGVOETXJUIMJTUFE
securities where the value is based on quoted prices.

Actuarial Assumptions
The information below relates only to Norwegian plans as these represent the majority of
UIFQMBOT5IFGPMMPXJOHXFSFUIFQSJODJQBMBDUVBSJBMBTTVNQUJPOTBUUIFSFQPSUJOHEBUF
2017

2016

Discount rate

2.40%

2.50%

Asset return

2.40%

2.50%

Salary progression

2.50%

2.25%

Pension indexation funded plans

0.00%

0.00%

Mortality table

K2013

K2013

Life expectancy at age 65 for pensioners, males

22.2

22.4

Life expectancy at age 65 for pensioners, females

25.5

25.4

1

Changes at the reporting date to one of the relevant actuarial assumptions,
IPMEJOHPUIFSBTTVNQUJPOTDPOTUBOU XPVMEIBWFDIBOHFEUIFEFåOFE
CFOFåUPCMJHBUJPOBTPG%FDFNCFSCZUIFBNPVOUTTIPXOCFMPX
Change net liability
increase (+)/decrease (-)
Amounts in NOK million

2017

2016

Discount rate increase by 1 percent

-154

-162

Discount rate decrease by 1 percent

198

205

Expected rate of salary increase by 1 percent

1

35

Expected rate of salary decrease by 1 percent

-1

-31

Expected rate of pension increase by 1 percent

163

171

Expected rate of pension decrease by 1 percent

-128

-137

In Aker Solutions, a one percent increase of discount rate decreases
UIFCFOFåUPCMJHBUJPOCZPOMZQFSDFOU5IJTJTCFDBVTFUIFCFOFåU
obligation in Aker Solutions consists mainly of pensioners and
employees over 60 years of age.
See note 5 FORÖMOREÖINFORMATIONÖABOUTÖPERSONNELÖEXPENSES
See note 30 for more information about pension arrangements for the management

1) Pension indexation for unfunded plans is agreed individually (0-8 percent).

The discount rate is based on government bonds or high-quality corporate bonds with
maturities consistent with the terms of the obligations. The assumptions used are in line
with recommendations from the Norwegian Accounting Standards Board.
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Note 19 Operating Leases
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Lease Commitments
Future minimum lease payments for non-cancellable operating leases are
shown in the table below.

Financial Reporting Principles
Operating lease expense are recognized in the income statement on a straight-line basis
over the term of the lease. Rent free periods and other lease incentives received are
recognized as an integral part of the total lease expense over the term of the lease. The
HSPVQEPFTOPUIBWFBOZåOBODJBMMFBTFT4VCMFBTFJODPNFJTSFDPHOJ[FEBTPQFSBUJOH
SFWFOVF5IFNJOJNVNMFBTFQBZNFOUJODMVEFTUIFBOOVBMSFOUBMBTEFåOFEJOUIFMFBTF
agreement. The effect of onerous lease provisions is not included in the table below.

Lease Expense and Sub-Lease Income
"LFS4PMVUJPOTMFBTFTBOVNCFSPGQSPEVDUJPOTJUFTBOEPGåDFCVJMEJOHTXPSMEXJEF5IF
leases typically run for a period of 10-15 years, with an option to renew the lease at market
SBUFT0UIFSMFBTJOHDPOUSBDUTSFMBUFUP*5BOEPGåDFFRVJQNFOUXJUIBOBWFSBHFMJGFPG
years with no renewal option included in the contracts.
2017
Amounts in NOK million

Buildings, plants and sites

Other

Total

852

12

864

2

0

2

-12

0

-12

-148

0

-148

694

12

706

Buildings, plants and sites

Other

Total

Amounts in NOK million

Less than one year

Contingent lease expense
Minimum lease income
Sub-lease income
Total

2016

810

820

#FUXFFOPOFBOEåWFZFBST

2,857

2,801

.PSFUIBOåWFZFBST

3,760

4,357

Total

7,428

7,978

Minimum sub-lease payments to be received in the future are shown in
UIFUBCMFCFMPXBOESFMBUFNBJOMZUPTVCMFBTFPGPGåDFCVJMEJOHT
Amounts in NOK million

2017

2016

Less than one year

-152

-140

#FUXFFOPOFBOEåWFZFBST

-355

-607

-94

-514

-600

-1,261

.PSFUIBOåWFZFBST
Total

Minimum lease expense

2017

See note 6 FORÖMOREÖINFORMATIONÖABOUTÖOPERATINGÖEXPENSESÖFORÖLANDÖANDÖBUILDINGS
See note 20 for more information about onerous lease provisions
See note 29 for more information about leasing contracts with related parties

2016
Amounts in NOK million

Minimum lease expense
Sub-lease income
Total

844

10

854

-125

0

-125

719

10

729
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Note 20 Provisions and Contingent Liabilities

Warranties

Financial Reporting Principles
A provision is a liability with uncertain timing and amount. Provisions are recognized when a cash
PVUæPXJTDPOTJEFSFEQSPCBCMF UIFBNPVOUDBOCFSFMJBCMZFTUJNBUFEBOEUIFPCMJHBUJPOJTBSFTVMU
of a past event. All provisions are presented as short-term as they are part of the operating cycle.
A contingent liability is a possible obligation that arises from past events that typically
depends on a future event outside of the company's control, for example a court decision. A
QSPWJTJPOJTNBEFXIFOJUJTDPOTJEFSFEBTQSPCBCMFUIBUBDBTIPVUæPXXJMMUBLFQMBDF BOE
the obligation can be measured reliably.

Judgments and Estimates
The provisions are estimated based on a number of assumptions and are in nature highly
judgmental. The various provisions with assumptions and estimation uncertainties are
discussed below.

Provisions
Onerous
contracts

Restructuring

Other

Total

Balance as of January 1, 2017

573

267

112

135

1,087

Provisions made during the year

152

72

92

119

435

Provisions used during the year

-106

-107

-93

-120

-425

-87

-34

-36

-9

-167

Unwinding of discounting effect

0

13

0

1

14

3FDMBTTJåDBUJPOUPQFOTJPOPCMJHBUJPOT

0

0

0

-2

-2

-1

0

-1

2

0

532

210

75

125

942

Provisions reversed during the year

Currency translation differences
Balance as of December 31, 2017

The provision for warranties relates to expected re-work and
improvements for products and services delivered to customers. The
XBSSBOUZQFSJPEJTOPSNBMMZUXPUPåWFZFBST5IFQSPWJTJPOJTCBTFE
on the historical average warranty expenses for each type of contract
and an assessment of the value of delivered products and services
currently in the warranty period. The provision can also be a higher or
MPXFSBNPVOUGPMMPXJOHBTQFDJåDFWBMVBUJPOPGUIFBDUVBMDJSDVNTUBODFT
GPSFBDIDPOUSBDU5IFåOBMXBSSBOUZDPTUNBZEJGGFSGSPNUIFFTUJNBUFE
warranty provision.

Onerous Contracts
The onerous contracts provision relates to separable parts of leased
PGåDFCVJMEJOHTUIBUIBWFCFFOWBDBUFEPSXJMMCFWBDBUFEJOUIFOFBS
future by Aker Solutions. Future lease commitments and future expected
sub-lease income have been discounted to present value using a market
rate of 4.7 percent. The provision is sensitive to changes in the discount
rate and assumptions relating to the sub-lease period and the sub-lease
revenue.

Restructuring Provision
Warranties

Amounts in NOK million

61

Expected timing of payment as of December 31, 2017
Due within twelve months

114

49

69

31

263

Due after twelve months

418

161

6

94

679

Total

532

210

75

125

942

The restructuring provision relates to capacity adjustments as a result
PGUIFEPXOUVSOJOUIFPJMTFSWJDFTTFDUPS4JHOJåDBOUEFDMJOFJOPJMQSJDFT
and current market conditions have resulted in lower order intake,
pressure on cost and necessary workforce reductions. The restructuring
provision relates to expected employee costs for permanent and
temporary redundancies for 2018. The provision has been estimated
based on assumptions of number of employees affected, salary levels,
notice period, idle time assumed during notice period and severance
pay. The provision is sensitive for changes in any of these assumptions.

Other
Other provisions relate to other liabilities with uncertain timing or amount.
This includes provisions for leasehold dilapidations and US medical
reserve.

Note 20 continues on next page
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Contingent Liabilities
%JTQVUFTXJUIDVTUPNFSTBSFOPSNBMMZTFUUMFEEVSJOHUIFåOBMOFHPUJBUJPOTXJUIUIF
customer upon delivery and provided for in the projects accounts. However, given the
scope of the group’s worldwide construction and service operations there is a risk that
legal claims may arise in the future for deliveries where revenue has been recognized in
the past. Legal and tax claims are assessed on a regular basis.

Tax Claim in Brazil
The tax authorities in the state of Parana in Brazil has claimed the Aker Solutions company
in Brazil for approximately NOK 744 million (including penalties and interests), stating
UIBUUIFDPOEJUJPOTGPSUIFFYQPSUFYFNQUJPOGSPN*$.4BSFOPUGVMåMMFE*$.4JTBWBMVF
added tax on sales and services related to the movement of goods. Management has
the opinion that a successful outcome in the administrative appeal system or in a judicial
process is regarded as likely based on current law and practice. The claim is regarded as
BDPOUJOHFOUMJBCJMJUZTJODFUIFQPTTJCMFPVUDPNFXJMMCFDPOåSNFECZUIFPDDVSSFODFPG
an uncertain future event (a potential court decision). No provision has been made for this
DPOUJOHFOUMJBCJMJUZTJODFBDBTIPVUæPXJTOPUDPOTJEFSFEQSPCBCMF OPSJTJUQPTTJCMFUP
establish a reliable estimate.
See note 5 for more information about restructuring costs
See note 19 for more information about operating leases

Note 21 Trade and Other Payables
Financial Reporting Principles
Trade and other payables are recognized at the original invoiced amount.
The invoiced amount is considered to be approximately equal to the
value derived if the amortized cost method would have been used.

Trade and Other Payables
Amounts in NOK million

2017

2016

Trade creditors1

1,807

964

Trade creditors, related parties
Amount due to customers for construction work
Advances received from customers
"DDSVFEPQFSBUJOHBOEåOBODJBMDPTUT

58

67

833

98

372

2,411

2,237

2,183

Deferred revenue for service contracts

196

190

Public duties and taxes

627

710

Other current liabilities

1,174

1,380

Total

7,304

8,002

1) Trade creditors includes an amount of NOK 824 million (zero in 2016) subject to reverse factoring. Trade
creditors include NOK 2 million (NOK 2 million in 2016) due after one year.

See note 3 for more information about advances and amounts due
to customers for construction and service contracts
See note 29 for more information about receivables to related parties
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Note 22-PUHUJPHS9PZR4HUHNLTLU[HUK,_WVZ\YLZ
;OLVIQLJ[P]LVMÄUHUJPHSYPZRTHUHNLTLU[PZ[VTHUHNLHUKJVU[YVSÄUHUJPHSYPZR
exposures to increase the predictability of earnings and minimize potential adverse
LɈLJ[ZVU[OLNYV\W»ZÄUHUJPHSWLYMVYTHUJL(RLY:VS\[PVUZ\ZLZKLYP]H[P]LZ[V
OLKNLJ\YYLUJ`YPZRL_WVZ\YLZHUKHPTZ[VHWWS`OLKNLHJJV\U[PUN^OLUL]LY
WVZZPISLPUVYKLY[VYLK\JL[OL]VSH[PSP[`YLZ\S[PUNMYVT[OLWLYPVKPJTHYRL[[VTHYRL[
YL]HS\H[PVUVMÄUHUJPHSPUZ[Y\TLU[ZPU[OLPUJVTLZ[H[LTLU[;OLJVTWHU`PZHSZV
L_WVZLK[VJYLKP[YPZRSPX\PKP[`YPZRHUKWYPJLYPZR
3JTLNBOBHFNFOUPGåOBODJBMSJTLTJTQFSGPSNFEJOFWFSZQSPKFDUBOEJTUIFSFTQPOTJCJMJUZPG
UIFQSPKFDUNBOBHFS5IFZDPPQFSBUFXJUIMPDBMåOBODFNBOBHFSTBOEDPSQPSBUFUSFBTVSZ
UPJEFOUJGZ FWBMVBUFBOEIFEHFåOBODJBMSJTLTVOEFSQPMJDJFTBQQSPWFECZUIFCPBSEPG
directors. The group has well-established procedures for overall risk management, as well
BTQPMJDJFTGPSUIFVTFPGEFSJWBUJWFTBOEåOBODJBMJOWFTUNFOUT5IFSFIBWFOPUCFFOBOZ
changes in these policies during the year.

*\YYLUJ`9PZR
The group operates internationally and is exposed to currency risk on commercial
transactions, assets and liabilities and net investments in foreign operations. Commercial
transactions and assets and liabilities are subject to currency risk when payments are
denominated in a currency other than the respective functional currency of the subsidiary.
The group's exposure to currency risk is primarily related to USD, EUR and GBP. The
group's primary translation risk is related to USD, EUR, GBP and BRL.

Use of Currency Derivatives
The Aker Solutions' policy requires business units to mitigate currency exposure in
all projects. Corporate treasury manages internal exposures by entering into forward
DPOUSBDUTPSDVSSFODZPQUJPOTXJUIUIFåOBODJBMNBSLFUQMBDF5IF"LFS4PMVUJPOTHSPVQ
has a large number of contracts involving foreign currency exposures and the currency risk
policy has been well established.

63

hedge accounting or are hedges of separated embedded derivatives.
Corporate treasury monitors hedges not qualifying for hedge accounting
BOEEJTRVBMJåDBUJPOFGGFDUTBSFSFQPSUFEJOUIFPUIFSTFHNFOU$VSSFODZ
exposure from investments in foreign currencies is only hedged when
TQFDJåDBMMZJOTUSVDUFECZNBOBHFNFOU

,_WVZ\YL[V*\YYLUJ`9PZR
Corporate treasury is allowed to hold positions within an approved
trading mandate. The net exposure as of December 31 is shown in
UIFGPMMPXJOHUBCMF&TUJNBUFEGPSFDBTUFEDBTIæPXTJOUIFUBCMFBSF
calculated based on the group's hedge transactions through corporate
treasury, as these are considered to be the best estimate of the currency
exposure. The net exposure is closely monitored by corporate treasury
and reported on a daily basis to management.
2017
Amounts in NOK million

USD

2016

EUR

GBP

USD

EUR

GBP

Bank deposits

-56

-19

-41

-64

-40

-51

Intercompany loans

-45

-107

4

-76

-104

-1

-101

-126

-37

-140

-144

-52

641

76

96

721

29

74

-196

-201

-138

-262

-99

-178

Balance sheet exposure
Forecasted receipts from customers
Forecasted payments to vendors
$BTIçPXFYQPTVSF
Forward exchange contracts
Net exposure

445

-125

-42

459

-70

-104

-342

249

79

-321

200

156

1

-1

0

-2

-14

0

The currency exposure was within the trading mandate as of December
31, 2017 and 2016.

Each business unit designates all foreign currency hedge contracts with corporate
USFBTVSZBTDBTIæPXIFEHFTPSBTIFEHFTPGTFQBSBUFEFNCFEEFEEFSJWBUJWFT$PSQPSBUF
treasury enters into external foreign exchange contracts separately for revenue and cost
exposure. More than 80 percent of the value of the hedging instruments either qualify for
Note 22 continues on next page
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:LUZP[P]P[`(UHS`ZPZ-HPY=HS\LVM-PUHUJPHS0UZ[Y\TLU[Z

Regulatory Restrictions

5IFJNQBDUPOQSPåUBOEFRVJUZGSPNBQFSDFOUTUSFOHUIFOJOHPG&63 64%BOE
GBP against other currencies is shown below. A 15 percent weakening would have had
UIFFRVBM CVUPQQPTJUFFGGFDU5IJTTFOTJUJWJUZBOBMZTJTTIPXTUIFJNQBDUPOåOBODJBM
instruments denominated in a foreign currency per December 31 and assumes that all
other variables, in particular interest rates, remain constant. The analysis does not include
the effect on future transactions (not invoiced as of December 31) or any effect from
translation of subsidiaries.

%JGGFSFOUSFHVMBUPSZSVMFTNBZQVUSFTUSJDUJPOTPOGSFFæPXPGDBTIJOTPNF
jurisdictions, including Angola and Nigeria. Although the currency in these
countries may not be fully convertible with other currencies, mitigating
actions have been taken in order to minimize the currency exposure. These
include multilateral agreements with banks, customers and vendors on
timing of payments to minimize the exposed cash balance. Aker Solutions
will always strive to minimize cash balances and maximize cash available
for treasury. The cash in these countries amounted to NOK 237 million as of
December 31, 2017 compared to NOK 94 million in the prior year.

2017

2016

1SPæU MPTT 
before tax

Equity increase
(decrease)

1SPæU MPTT 
before tax

Equity increase
(decrease)

USD - 15 percent strengthening

-285

-535

-186

-414

EUR - 15 percent strengthening

-115

23

47

91

GBP - 15 percent strengthening

-17

65

59

132

Amounts in NOK million

The primary currency risk is the risk of reduced competitiveness abroad in the case of a
strengthened NOK. This risk relates to future commercial contracts and is not included in
the sensitivity analysis.

Sensitivity Analysis - Currency Translation of Subsidiaries
A change in foreign currency rates will also impact the income and balance sheet when
translating the group companies into the presentation currency which is NOK. The effect of
DIBOHFJOUIFWBSJPVTDVSSFODJFTXJMMJNQBDUUIFHSPVQBDDPVOUTJOUIFGPMMPXJOHNBOOFS

0U[LYLZ[9H[L9PZR
#PSSPXJOHTJTTVFEBUWBSJBCMFSBUFTFYQPTFUIFHSPVQUPDBTIæPX
JOUFSFTUSBUFSJTL#PSSPXJOHTJTTVFEBUåYFESBUFTEPOPUBGGFDUQSPåU
and loss when held to maturity, as these borrowings are measured at
amortized cost.
"TUIFHSPVQIBTOPTJHOJåDBOUJOUFSFTUCFBSJOHPQFSBUJOHBTTFUT 
PQFSBUJOHJODPNFBOEPQFSBUJOHDBTIæPXBSFTVCTUBOUJBMMZJOEFQFOEFOU
of changes in market interest rates. At year-end, 50 percent of NOK
 NJMMJPOJOCPOETXBTåYFEGPSUIFEVSBUJPOPGUIFCPOETUISPVHI
interest rate swaps.
An increase of 100 basis points in interest rates during 2017 would have
JODSFBTFE EFDSFBTFE FRVJUZBOEQSPåUBOEMPTTCZUIFBNPVOUTTIPXO
on the table below. This analysis assumes that all other variables, in
particular foreign currency rates, remain constant.

2017
Amounts in NOK million

Revenue
increase
(decrease)

EBIT
increase
(decrease)

1SPæU MPTT 
before
tax

Equity
increase
(decrease)

USD - 15 percent strengthening

419

9

-7

250

EUR - 15 percent strengthening

0

1

-1

218

GBP - 15 percent strengthening

366

-34

-28

432

BRL - 15 percent strengthening

310

13

-4

237

Note 22 continues on next page
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Interest Rates Sensitivity
2017

2016

1SPæU MPTT 
before tax

Equity increase
(decrease)1

18

0

30

0

-35

0

-41

0

Effect of interest rate swap

14

9

20

21

$BTIçPXTFOTJUJWJUZ OFU

-2

9

10

21

Amounts in NOK million

Interest on cash and cash equivalents
Interest on borrowings

1SPæU MPTT  Equity increase
before tax
(decrease)1

considered to be limited. Risk related to lower rated companies is
monitored closely. The maximum exposure to credit risk at the reporting
EBUFFRVBMTUIFCPPLWBMVFPGFBDIDBUFHPSZPGåOBODJBMBTTFUT5IF
group does not hold collateral as security.

3PX\PKP[`9PZR
Liquidity risk is the risk that the group is unable to meet the obligations
BTTPDJBUFEXJUIJUTåOBODJBMMJBCJMJUJFT5IFHSPVQTBQQSPBDIUPNBOBHJOH
MJRVJEJUZJTUPFOTVSF BTGBSBTQPTTJCMF UIBUJUXJMMBMXBZTIBWFTVGåDJFOU
liquidity reserves to meet its liabilities when due.

 /PUJODMVEJOHUBYFGGFDUPOIFEHFSFTFSWFPSFGGFDUTUPFRVJUZUIBUGPMMPXEJSFDUMZGSPNUIFFGGFDUTUPQSPåUBOEMPTT

A decrease of 100 basis points in interest rates during 2017 would have had the equal but
opposite effect on the amounts, on the basis that all other variables remain constant.

*YLKP[9PZR

1SVEFOUMJRVJEJUZSJTLNBOBHFNFOUJODMVEFTNBJOUBJOJOHTVGåDJFOUDBTI 
the availability of funding from an adequate amount of committed credit
facilities and the ability to close out market positions. Management
monitors rolling weekly and monthly forecasts of the group’s liquidity
SFTFSWFPOUIFCBTJTPGFYQFDUFEDBTIæPX%VFUPUIFEZOBNJDOBUVSF
PGUIFVOEFSMZJOHCVTJOFTTFT DPSQPSBUFUSFBTVSZNBJOUBJOTæFYJCJMJUZJO
funding by maintaining availability under committed credit lines.

$SFEJUSJTLJTUIFSJTLPGåOBODJBMMPTTFTJGBDVTUPNFSPSDPVOUFSQBSUZUPåOBODJBM
SFDFJWBCMFTBOEåOBODJBMJOTUSVNFOUTGBJMTUPNFFUDPOUSBDUVBMPCMJHBUJPOT

Investment Securities and Derivatives
Investment securities and derivatives are only traded against approved banks and
governed by standard agreements (ISDA). All approved banks are participants in the
Aker Solutions loan syndicate and have investment grade ratings. Credit risk related to
JOWFTUNFOUTFDVSJUJFTBOEEFSJWBUJWFTJTUIFSFGPSFDPOTJEFSFEUPCFJOTJHOJåDBOU

Trade and Interest-Bearing Receivables
Assessment of credit risk related to customers and subcontractors is an important
requirement in the bid phase and throughout the contract period. Such assessments
are based on credit ratings, income statement and balance sheet reviews and using
credit assessment tools available (e.g. Dun & Bradstreet). Revenues are mainly related
to large and long-term projects closely followed up in terms of payments up front and in
accordance with agreed milestones. Normally, lack of payment is due to disagreements
related to project deliveries and is solved together with the customer.
The credit risk has generally increased during the year due to the downturn in the market.
The majority of the customers are highly rated oil companies where the credit risk is
Note 22 continues on next page
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Financial Liabilities and the Period in Which They Mature

7YPJL9PZR

2017

5IFHSPVQJTFYQPTFEUPæVDUVBUJPOTJONBSLFUQSJDFTCPUIJOUIF
investment portfolio and in the operating businesses related to individual
contracts. The units are exposed to changes in market price for raw
materials, equipment and development in wages. This is managed in the
bid process by locking in committed prices from vendors as basis for
offers to customers or through escalation clauses with customers.

Amounts in NOK million

Book
value

Total
DBTIçPX1

6 months
and less

6-12
months

1-2
years

2-5
years

More than
5 years

Borrowings

3,114

3,376

173

486

2,444

272

1

183

183

161

2

18

0

0

7,304

7,304

7,302

0

2

0

0

Guarantees

10,601

10,863

7,636

488

2,464

272

1

The group has provided the following guarantees on behalf of wholly owned
TVCTJEJBSJFTBTPG%FDFNCFS BMMPCMJHBUJPOTBSFQFSEBUFPGJTTVF 

11,476

1,523

1,327

1,809

616

6,202

/FUEFSJWBUJWFåOBODJBM
instruments
Trade and other payables
Total liabilities

Financial guarantees



/POåOBODJBMQBSFOUDPNQBOZHVBSBOUFFTSFMBUFEUPQSPKFDU
performance on behalf of group companies

2016
Amounts in NOK million

Book
value

Total
DBTIçPX1

6 months
and less

6-12
months

1-2
years

2-5
years

More than
5 years



'JOBODJBMQBSFOUDPNQBOZJOEFNOJUZHVBSBOUFFTGPSGVMåMMNFOUPG
lease obligations, credits and loans were NOK 6.2 billion (NOK 4.5
billion in 2016)

Borrowings

3,954

4,506

1,651

696

552

1,162

445



975

975

871

39

38

27

0

8,002

8,002

7,545

313

144

0

0

Financial guarantees including counter guarantees for bank/surety
bonds and guarantees for pension obligations to employees were
NOK 5.3 billion (NOK 5.3 billion in 2016)

12,930

13,483

10,067

1,048

734

1,188

445

8,824

1,547

280

225

2,474

4,298

/FUEFSJWBUJWFåOBODJBM
instruments
Trade and other payables
Total liabilities

Financial guarantees
1) Nominal currency value including interest.

Cash Pool Arrangements
5IFHSPVQQPMJDZGPSUIFQVSQPTFPGPQUJNJ[JOHBWBJMBCJMJUZBOEæFYJCJMJUZPGDBTIXJUIJOUIF
group is to operate centrally managed cash pooling arrangements. Such arrangements
are either organized with a bank as a service provider, or as a part of the operation of
corporate treasury. An important condition for the participants (business units) in such
DBTIQPPMJOHBSSBOHFNFOUTJTUIBUUIFHSPVQBTBOPXOFSPGTVDIQPPMTJTåOBODJBMMZWJBCMF
and is able to prove its capability to service its obligations concerning repayment of any
net deposits made by business units. The group policy is not applied in countries where
local laws prohibit international cash pool arrangements.

.\HYHU[LLVU)LOHSMVM(RHZ[VY
Aker Solutions was demerged from Akastor in 2014, and parties in a
demerger have joint liability according to Norwegian law. If an obligation
that arose prior to the completion of the demerger is not met by either
party, the other party will have secondary joint liability for such obligation.
This statutory liability is unlimited in time, but is limited in amount. The
SFNBJOJOHWBMVFPGUIFåOBODJBMHVBSBOUFFTXIFSF"LFS4PMVUJPOTIBT
a secondary joint liability was NOK 4.1 billion per December 31, 2017
compared to NOK 4.4 billion per December 31, 2016.
See note 14 for more information about trade and other receivables
See note 15 for more information about cash and available credit facility
See note 17 for more information about borrowings
See note 21 for more information about trade and other payables
See note 24 for more information about derivatives
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Note 23 Capital Management
;OLVIQLJ[P]LVM(RLY:VS\[PVUZJHWP[HSTHUHNLTLU[WVSPJ`PZ[VVW[PTPaL[OLJHWP[HS
Z[Y\J[\YL[VLUZ\YLZ\ɉJPLU[HUK[PTLS`M\UKPUNV]LY[PTL[VÄUHUJLP[ZHJ[P]P[PLZ
at the lowest cost, in addition to investing in projects and businesses which will
PUJYLHZL[OLJVTWHU`ZYL[\YUVUJHWP[HSLTWSV`LKV]LY[PTL

Investment Policy
Aker Solutions’ capital management is based on a rigorous investment selection process
which considers not only Aker Solutions’ weighted average cost of capital and strategic
orientation but also external factors such as market expectations and extrinsic risk factors.
This selection process is coupled with a centralized approval process for all capital
expenditures to be incurred by the group.

Funding Policy

67

"LFS4PMVUJPOTBJNTUPIBWFEJWFSTJåFENJYPGGVOEJOHTPVSDFTJOPSEFS
UPPCUBJOBOPQUJNBMDPTUPGDBQJUBM5IFTFGVOEJOHTPVSDFTJODMVEF


the use of banks based on syndicated credit facilities or bilateral
agreements



the issue of debt instruments on the Norwegian capital market



the issue of debt instruments in foreign capital markets

Debt Covenants
As per end of 2017, the capital structure of Aker Solutions was 68
percent from bank and export credit agency (ECA) debt and 32 percent
from bonds issued in the Norwegian market. The group monitors capital
on the basis of gearing and interest coverage ratios. The reported ratios
are well within the requirements in the loan agreements as shown in the
table below.
"LFS4PMVUJPOTIBTUIFGPMMPXJOHEFCUDPWFOBOUTGPSUIFSFWPMWJOHGBDJMJUZ

Liquidity Planning
Aker Solutions has a strong focus on its liquidity in order to meet its working capital needs
TIPSUUFSNBOEUPFOTVSFTPMWFODZGPSJUTåOBODJBMPCMJHBUJPOTMPOHUFSN5IFHSPVQnT
internal guideline is to have a minimum liquidity reserve of NOK 3 billion, including cash
and undrawn committed credit facilities. As per December 31, 2017 this liquidity reserve
amounted to NOK 5.7 billion and was composed of an undrawn committed credit facility
and bank deposits.



The company’s gearing ratio shall not exceed 3.5 and is calculated
from the net interest-bearing debt to the adjusted EBITDA



The company’s interest coverage ratio must not be less than 3.5,
DBMDVMBUFEGSPNUIFBEKVTUFE&#*5%"UPOFUåOBODFDPTU

Funding of Operations



Aker Solutions’ group funding policy states that all operating units will be funded through
corporate treasury. This ensures optimal availability and transfer of cash within the group,
better control of the group's overall debt as well as discounted funding for its operations.
The group policy is not applied in countries where local laws prohibit international cash
pool arrangements, such as Brazil.

"LFS4PMVUJPOTIBTUIFGPMMPXJOHEFCUDPWFOBOUGPSUIFCPOET
The company’s gearing ratio shall not exceed 4.0 and is calculated
from the gross interest bearing debt to the adjusted EBITDA

5IFTFHVJEFMJOFTBJNUPNBJOUBJOBTUSPOHåOBODJBMQPTJUJPOGPS"LFS
Solutions, which enables the company to comply with its covenants on
existing debt and to maintain satisfactory external credit rating to ensure
reliable access to capital over time.

"LFS4PMVUJPOTFNQIBTJ[FTåOBODJBMæFYJCJMJUZBOETUFFSTJUTDBQJUBMTUSVDUVSFBDDPSEJOHMZ
UPFOTVSFBCBMBODFCFUXFFOMJRVJEJUZSJTLBOESFåOBODJOHSJTL*OUIJTQFSTQFDUJWF MPBOT
and other external borrowings are to be renegotiated well in advance of their due date.

Note 23 continues on next page

Menu

PAGE

AKER SOLUTIONS ANNUAL REPORT 2017 CONSOLIDATED FINANCIAL STATEMENTS

68

.OTEÖÖ#APITALÖ-ANAGEMENTÖCONT

Gearing and Interest Coverage Ratios at December 31
Amounts in NOK million

2017

2016

Gearing ratios
Non-current interest-bearing debt
Current interest-bearing debt
Gross interest-bearing debt

2,576

1,844

539

2,110

3,114

3,954

Cash and cash equivalent

-1,978

-2,480

Net interest-bearing debt

1,137

1,474

EBITDA (Operating income before depreciation, amortization and impairment)

1,519

1,929

3FTUSVDUVSJOHBOEPUIFSTQFDJBMJUFNTBTEFåOFEJOUIFMPBOBHSFFNFOU

88

180

1,607

2,109

Gross interest-bearing debt/adjusted EBITDA

1.9

1.9

Net interest-bearing debt/adjusted EBITDA

0.7

0.7

Adjusted EBITDA

Interest coverage
Adjusted EBITDA

1,607

2,109

/FUJOUFSFTUFYQFOTFBTEFåOFEJOUIFMPBOBHSFFNFOU

218

392

"EKVTUFE&#*5%"/FUæOBODFDPTU

7.4

5.4

See note 17 for more information about borrowings
See note 22 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖRISKÖMANAGEMENT
See note 24 for more information about interest rate derivatives
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Note 24 Derivative Financial Instruments
;OLNYV\WOHZM\[\YLJHZOÅV^Z[VILZL[[SLKPUMVYLPNUJ\YYLUJPLZHUKMVY^HYK
contracts are the most commonly used derivative to hedge such exposures. The
policy states that all foreign exchange exposure is hedged, of which at least 80
WLYJLU[ZOHSSILKVULIHJR[VIHJRHUKX\HSPM`MVYOLKNLHJJV\U[PUNVYILOLKNLZ
of separated embedded derivatives. The group may also use currency options for
JHZOÅV^Z[OH[HYLUV[ÄYTPUHKKP[PVU[VJLY[HPUPU[LYLZ[YH[LZ^HWZ

Financial Reporting Principles

69

Foreign Currency as Embedded Derivatives
Embedded derivatives may exist in contracts with a currency other than
the currency of the contracting partners. The embedded derivative will
under certain circumstances be separated and recognized at fair value
in the balance sheet and changes recognized in the income statement.
These entries will result in corresponding and opposite effects compared
to the hedging instrument. Aker Solutions applies the following
TFQBSBUJPODSJUFSJBGPSFNCFEEFEEFSJWBUJWFT5IFFNCFEEFEEFSJWBUJWF
needs to be separated if the agreed payment is in a currency different
from any of the major contract parties' own functional currency, or that
the contract currency is not considered to be commonly used for the
SFMFWBOUFDPOPNJDFOWJSPONFOUEFåOFEBTUIFDPVOUSJFTJOWPMWFEJOUIF
cross-border transaction.

*HZOÅV^/LKNLZVM-VYLPNU*\YYLUJ`
5IFIFEHFEUSBOTBDUJPOTJOGPSFJHODVSSFODZTVCKFDUUPDBTIæPXIFEHFBDDPVOUJOHBSF
highly probable future transactions expected to occur at various dates during the next
POFUPGPVSZFBST EFQFOEJOHPOQSPHSFTTJOUIFQSPKFDUTBOEåSNDPNNJUNFOUT5IF
derivatives are recognized initially and subsequently at fair value in the balance sheet,
and the effective portion of changes in the fair value is recognized in other comprehensive
income as a hedge reserve.
Some hedged transactions do not qualify for hedge accounting under IFRS, primarily
because internal hedge transactions are grouped and netted before external hedge
transactions are established. Both the derivatives and the foreign exchange effects of
UIFIFEHFESFDFJWBCMFPSQBZBCMFXJMMCFSFQPSUFEBTåOBODJBMJODPNFBOEFYQFOTFT
with corresponding and opposite effects. The net foreign exchange gain or loss therefore
SFæFDUTUIFEJGGFSFODFJOUJNJOHCFUXFFOUIFTFUXP%FSJWBUJWFTOPURVBMJGZJOHGPS
hedge accounting include derivatives used by corporate treasury to hedge the residual
exposure of the group as part of its risk mandate. As of year-end 2017, these hedging
instruments only include currency forwards, currency options, interest swaps and
foreign exchange swaps.
)FEHFBDDPVOUJOHJTEJTDPOUJOVFEXJUIJNNFEJBUFSFDPHOJUJPOJOåOBODFJODPNFBOE
FYQFOTFTJOUIFJODPNFTUBUFNFOUXIFOUIFIFEHFOPMPOHFSRVBMJåFTGPSIFEHF
accounting, for example upon sale, expiration, termination or when a forecasted
USBOTBDUJPOJTOPMPOHFSQSPCBCMF5IFEFSJWBUJWFåOBODJBMJOTUSVNFOUTBSFDMBTTJåFE
as current assets or liabilities as they are part of the operating cycle.

*HZOÅV^/LKNLZVM0U[LYLZ[9H[LZ
)FEHFBDDPVOUJOHJTBQQMJFEVTJOHUIFDBTIæPXNPEFMGPSJOUFSFTUSBUF
TXBQTXIJDINFBOTUIBUHBJOTBOEMPTTFTGSPNæPBUJOHUPåYFEJOUFSFTU
rates as of December 31, 2017 are recognized in the hedging reserve in
equity and will be continuously released to the income statement until
the bank borrowings are repaid. This is achieved based on the periodic
market-to-market revaluation of the interest rate swaps whose fair value
tends to reach zero upon maturity.

-HPY=HS\LZHUK4H[\YP[`
The following table presents the fair value of the derivatives and a
NBUVSJUZBOBMZTJTPGUIFEFSJWBUJWFTVOEJTDPVOUFEDBTIæPXT(JWFO"LFS
Solutions hedging policy and the assumption that projects are cash
OFVUSBM UIJTUBCMFBMTPJOEJDBUFTXIFOUIFDBTIæPXTSFMBUFEUPQSPKFDU
FYQFOTFTBSFFYQFDUFEUPJNQBDUQSPåUBOEMPTT5IFNBKPSJUZPGQSPKFDU
revenues are recognized in accordance with IAS 11 using the stage of
DPNQMFUJPONFUIPE5IJTNBZSFTVMUJOEJGGFSFODFTCFUXFFODBTIæPXBOE
revenue recognition.

Note 24 continues on next page
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2017
Amounts in NOK million

Instruments at fair value

5PUBMDBTIçPX1

6 months or less

6-12 months

1-2 years

2-5 years

Over 5 years

182

182

171

5

6

0

0

-17

-17

-20

5

-2

0

0

0

0

0

0

0

0

0

Assets
$BTIæPXIFEHFT
Fair value adjustments to hedged assets

2

Embedded derivatives in ordinary commercial contracts
Financial instruments not hedge accounted
5PUBMæOBODJBMJOTUSVNFOUBTTFUT

60

60

52

5

2

0

0

226

226

203

15

6

0

0

-145

-145

-126

-13

-5

-1

0

-20

-20

-24

2

2

0

0

Liabilities
$BTIæPXIFEHFT
Fair value adjustments to hedged liabilities2

-179

-179

-172

-1

-5

0

0

Financial instruments not hedge accounted

Embedded derivatives in ordinary commercial contracts

-49

-49

-44

-5

0

0

0

Total forward foreign exchange contracts

-393

-393

-366

-17

-9

-1

0

-16

-16

0

0

-16

0

0

5PUBMæOBODJBMJOTUSVNFOUMJBCJMJUJFT

-408

-408

-366

-17

-24

-1

0

/FUæOBODJBMJOTUSVNFOUT

-183

-183

-163

-2

-18

0

0

$BTIæPXIFEHFTJOUFSFTUSBUFJOTUSVNFOUT

 $BTIæPXTGSPNNBUVSFEEFSJWBUJWFTBSFUSBOTMBUFEUP/0,VTJOHUIFFYDIBOHFSBUFTPOUIFCBMBODFTIFFUEBUF 





 'BJSWBMVFPGTFUUMFEEFSJWBUJWFTOPUZFUCPPLFEJOUIFJODPNFTUBUFNFOUBSFSFDPHOJ[FEJOCBMBODFTIFFUBOEXJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBSTBTUIFQSPKFDUTQSPHSFTT













Note 24 continues on next page
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2016
Amounts in NOK million

Instruments at fair value

5PUBMDBTIçPX1

6 months or less

6-12 months

1-2 years

2-5 years

Over 5 years

106

106

74

21

11

0

0

-58

-58

-41

-11

-6

0

0

14

14

4

3

6

1

0

Assets
$BTIæPXIFEHFT
Fair value adjustments to hedged assets

2

Embedded derivatives in ordinary commercial contracts
Financial instruments not hedge accounted

32

32

32

0

0

0

0

5PUBMæOBODJBMJOTUSVNFOUBTTFUT

94

94

70

13

11

1

0

-957

-957

-852

-50

-49

-6

0

-63

-63

-61

-2

0

0

0

Liabilities
$BTIæPXIFEHFT
Fair value adjustments to hedged liabilities2
Embedded derivatives in ordinary commercial contracts
Financial instruments not hedge accounted
Total forward foreign exchange contracts

$BTIæPXIFEHFTJOUFSFTUSBUFJOTUSVNFOUT
5PUBMæOBODJBMJOTUSVNFOUMJBCJMJUJFT

/FUæOBODJBMJOTUSVNFOUT

0

0

0

0

0

0

0

-16

-16

-16

0

0

0

0

-1,036

-1,036

-929

-52

-49

-6

0

-33

-33

-11

0

0

-21

0

-1,069

-1,069

-941

-52

-49

-27

0

-975

-975

-871

-39

-38

-27

0

 $BTIæPXTGSPNNBUVSFEEFSJWBUJWFTBSFUSBOTMBUFEUP/0,VTJOHUIFFYDIBOHFSBUFTPOUIFCBMBODFTIFFUEBUF 





 'BJSWBMVFPGTFUUMFEEFSJWBUJWFTOPUZFUCPPLFEJOUIFJODPNFTUBUFNFOUBSFSFDPHOJ[FEJOCBMBODFTIFFUBOEXJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBSTBTUIFQSPKFDUTQSPHSFTT
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Note 25 Financial Assets and Liabilities

Unsettled Hedges
5IFUBCMFCFMPXTIPXTUIFVOTFUUMFEDBTIæPXIFEHFTJNQBDUPOQSPåUBOEMPTTBOEFRVJUZ OPU
adjusted for tax).
2017

Amounts in NOK million

Fair value of
all hedging
instruments

Financial Reporting Principles

2016

Recognized
Deferred
JOQSPæU
in equity
and loss (the hedge
reserve)

Fair value of
all hedging
instruments

Recognized
Deferred
JOQSPæUBOE
in equity
loss (the hedge
reserve)

Forward exchange
DPOUSBDUT DBTIæPX
hedges)

38

39

-2

-852

-615

-236

Interest rate swaps

-16

0

-16

-32

0

-32

22

39

-17

-884

-615

-268

Total

The purpose of the hedging instrument is to secure a situation where the hedged item and the
IFEHJOHJOTUSVNFOUUPHFUIFSSFQSFTFOUBQSFEFUFSNJOFEWBMVFJOEFQFOEFOUPGæVDUVBUJPOTPG
exchange rates. Revenue and expenses on the underlying construction contracts are recognized
in the income statement in accordance with progress. Consequently, NOK 39 million (negative
NOK 615 million in 2016) of the value of the forward contracts have already impacted the income
statement indirectly as revenues and expenses are recognized based on updated forecasts and
progress. The negative NOK 2 million (negative NOK 236 million in 2016) that are currently recorded
EJSFDUMZJOUIFIFEHJOHSFTFSWF XJMMCFSFDMBTTJåFEUPUIFJODPNFTUBUFNFOUPWFSUIFOFYUZFBST
The value of the interest swaps is attributable to changes in the interest swap curve for Norwegian
Kroner during the period from inception of the hedge to the balance sheet date, excluding accrued
interest rates of the swaps, tax and deferred settlements related to matured instruments.

Financial assets and liabilities in the group consist of investments
in other companies, trade and other receivables, interest-bearing
receivables, cash and cash equivalents, trade and other payables,
interest-bearing borrowings and equity. Financial assets and liabilities are
offset when there is a legally enforceable right to offset the recognized
amounts and there is an intention to settle on a net basis or realize the
asset and settle the liability simultaneously.

;OL-HPY=HS\L/PLYHYJO`
'JOBODJBMJOTUSVNFOUTNFBTVSFEBUGBJSWBMVFBSFDMBTTJåFECZUIFMFWFMT
JOUIFGBJSWBMVFIJFSBSDIZ"MMPUIFSåOBODJBMJOTUSVNFOUTBSFDMBTTJåFE
CZUIFNBJOHSPVQPGJOTUSVNFOUTBTEFåOFEJO*"4#PUIDBSSZJOH
BNPVOUBOEGBJSWBMVFBSFTIPXOGPSBMMåOBODJBMJOTUSVNFOUT
'PSåOBODJBMJOTUSVNFOUTNFBTVSFEBUGBJSWBMVF UIFMFWFMTJOUIFGBJS
WBMVFIJFSBSDIZBSF


-FWFM'BJSWBMVFTBSFCBTFEPOQSJDFTRVPUFEJOBOBDUJWFNBSLFU
for identical assets or liabilities



-FWFM'BJSWBMVFTBSFCBTFEPOQSJDFJOQVUPUIFSUIBORVPUFE
prices. Such prices are derived from observable market transactions
in an active market for identical assets or liabilities. Level 2 includes
currency or interest derivatives and interest bonds, typically when the
group uses forward prices on foreign exchange rates or interest rates
as inputs to valuation models



-FWFM'BJSWBMVFTBSFCBTFEPOVOPCTFSWBCMFJOQVU NBJOMZCBTFE
on internal assumptions used in the absence of quoted prices from
an active market or other observable price inputs

Interest Rate Swaps
"LFS4PMVUJPOTIBTPOFPVUTUBOEJOHCPOEPG/0, NJMMJPOBUæPBUJOHJOUFSFTUSBUFTPVUPGXIJDI
/0,NJMMJPOJTTXBQQFEUPåYFEJOUFSFTU'MPBUJOHJOUFSFTUJTNBJOMZUJFEUP*OUFSCBOLPGGFSFE
rates (NIBOR for NOK and LIBOR for other currencies).
See note 17 for more information about borrowings
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES

Note 25 continues on next page
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Financial Instruments as of December 31, 2017
Carrying value
Amounts in NOK million

Other investments2
Non-current receivables
5

Fair value

Fair value hedging instruments

Financial
assets at FVTPL1

Loans and
receivables

Available
for sale

Financial
liabilities at FVTPL1

0UIFSæOBODJBM
liabilities

Total

Level 1

Level 2

Level 3

Total

0

0

0

91

0

0

91

43

0

48

91

0

0

106

0

0

0

106

0

0

0

0

0

0

3,052

0

0

0

3,052

0

0

0

0

Forward foreign exchange contract

226

0

0

0

0

0

226

0

226

0

226

Current interest-bearing receivables

0

69

59

0

0

0

128

69

0

0

69

Cash and cash equivalents

0

0

1,978

0

0

0

1,978

0

0

0

0

226

69

5,194

91

0

0

5,579

112

226

48

385

Non-current borrowings3

0

0

0

0

0

-2,576

-2,576

0

-2,608

0

-2,608

Other non-current liabilities

0

0

0

0

0

-9

-9

0

0

-9

-9

Trade and other receivables

Financial assets

3

Current borrowings

0

0

0

0

0

-539

-539

0

0

-539

-539

Deferred consideration4

0

0

0

0

-74

0

-74

0

0

-74

-74

Trade and other payables

6

Forward foreign exchange contracts
Interest rate instruments
Financial liabilities

0

0

0

0

0

-4,951

-4,951

0

0

0

0

-393

0

0

0

0

0

-393

0

-393

0

-393

-16

0

0

0

0

0

-16

0

-16

0

-16

-408

0

0

0

-74

-8,074

-8,557

0

-3,016

-621

-3,637

 '751-JTTIPSUGPSGBJSWBMVFUISPVHIQSPåUBOEMPTT
2) "MMBWBJMBCMFGPSTBMFJOWFTUNFOUTBSFEFTJHOBUFEBTTVDIVQPOJOJUJBMSFDPHOJUJPO*OWFTUNFOUTJOMFWFMDPOTJTUPGMJTUFETIBSFTXJUIRVPUFENBSLFUQSJDFT BOEJOWFTUNFOUTJOMFWFMBSFTIBSFTXIFSFGBJSWBMVFDBOOPUCFNFBTVSFESFMJBCMZBTUIFåOBODJBMJOTUSVNFOUJTOPU
traded in an active market. The best estimate of fair value is initial purchase price.
3) Fair value is quoted prices for the bonds noted on the Oslo Stock Exchange.
 'BJSWBMVFJTCBTFEPOOFUQSFTFOUWBMVFPGFTUJNBUFEGVUVSFQSPåUTPGBTVCTJEJBSZ5IFSFJTOPMJNJUUPUIFNBYJNVNQPUFOUJBMQBZPVU
 5SBEFBOEPUIFSSFDFJWBCMFTUIBUBSFOPUåOBODJBMBTTFTUTBU/0, NJMMJPOJO /0, NJMMJPOJO BSFOPUJODMVEFE
 5SBEFBOEPUIFSQBZBCMFTUIBUBSFOPUåOBODJBMMJBCJMJUJFTBUOFHBUJWF/0, NJMMJPOJO OFHBUJWF/0, NJMMJPOJO BSFOPUJODMVEFE

Note 25 continues on next page

Menu

PAGE

AKER SOLUTIONS ANNUAL REPORT 2017 CONSOLIDATED FINANCIAL STATEMENTS

74

.OTEÖÖ&INANCIALÖ!SSETSÖANDÖ,IABILITIESÖCONT

Financial Instruments as of December 31, 2016
Carrying value
Fair value hedging instruments

Amounts in NOK million

Financial
assets at FVTPL1

Fair value

Loans and
receivables

Available
for sale

Financial
liabilities at FVTPL1

0UIFSæOBODJBM
liabilities

Total

Level 1

Level 2

Level 3

Total

Other investments2

0

0

0

75

0

0

75

61

0

14

75

Non-current receivables

0

0

90

0

0

0

90

0

0

0

0

5

0

0

4,456

0

0

0

4,456

0

0

0

0

93

0

0

0

0

0

93

0

93

0

93

Current interest-bearing receivables

0

87

351

0

0

0

437

87

0

0

87

Cash and cash equivalents

0

0

2,480

0

0

0

2,480

0

0

0

0

93

87

7,377

75

0

0

7,632

148

93

14

256

0

0

0

0

0

-1,844

-1,844

0

-1,856

0

-1,856

Trade and other receivables

Forward foreign exchange contract

Financial assets

Non-current borrowings3
Other non-current liabilities

0

0

0

0

0

-17

-17

0

0

-17

-17

Current borrowings3

0

0

0

0

0

-2,110

-2,110

0

-2,128

0

-2,128

Deferred consideration4

0

0

0

0

-76

0

-76

0

0

-76

-76

Trade and other payables6

0

0

0

0

0

-4,156

-4,156

0

0

0

0

-1,036

0

0

0

0

0

-1,036

0

-1,036

0

-1,036

-33

0

0

0

0

0

-33

0

-33

0

-33

-1,069

0

0

0

-76

-8,127

-9,272

0

-5,053

-93

-5,146

Forward foreign exchange contracts
Interest rate instruments
Financial liabilities

 '751-JTTIPSUGPSGBJSWBMVFUISPVHIQSPåUBOEMPTT
2) "MMBWBJMBCMFGPSTBMFJOWFTUNFOUTBSFEFTJHOBUFEBTTVDIVQPOJOJUJBMSFDPHOJUJPO*OWFTUNFOUTJOMFWFMDPOTJTUPGMJTUFETIBSFTXJUIRVPUFENBSLFUQSJDFT BOEJOWFTUNFOUTJOMFWFMBSFTIBSFTXIFSFGBJSWBMVFDBOOPUCFNFBTVSFESFMJBCMZBTUIFåOBODJBMJOTUSVNFOUJTOPU
traded in an active market. The best estimate of fair value is initial purchase price.
3) Fair value is quoted prices for the bonds noted on the Oslo Stock Exchange.
 'BJSWBMVFJTCBTFEPOOFUQSFTFOUWBMVFPGFTUJNBUFEGVUVSFQSPåUTPGBTVCTJEJBSZ5IFSFJTOPMJNJUUPUIFNBYJNVNQPUFOUJBMQBZPVU
 5SBEFBOEPUIFSSFDFJWBCMFTUIBUBSFOPUåOBODJBMBTTFTUTBU/0, NJMMJPOJOBSFOPUJODMVEFE
 5SBEFBOEPUIFSQBZBCMFTUIBUBSFOPUåOBODJBMMJBCJMJUJFTBUOFHBUJWF/0, NJMMJPOJOBSFOPUJODMVEFE

See note 14 for more information about trade and other receivables
See note 15 for more information about cash and cash equivalents
See note 17 for more information about borrowings
See note 21 for more information about trade and other payables
See note 28 for more information about other investments
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75

*:,4LJoUPJHL0UZ[Y\TLU[HJoV3[KH*:,
During 2017, certain adjustments were made to the purchase price
allocation of C.S.E acquired in 2016.

(RLY:VS\[PVUZHJX\PYLK9LPULY[ZLUZ5VY^LNPHUVPSHUKNHZZLY]PJLZI\ZPULZZPU
(WYPS[VZ[YLUN[OLU[OLWVZP[PVUHZHSLHKPUNTHPU[LUHUJLHUKTVKPÄJH[PVUZ
Z\WWSPLYVɈZOVYL5VY^H`(IV\[LTWSV`LLZHUKHIHJRSVNJVU[HPUPUNRL`
THPU[LUHUJLHUKTVKPÄJH[PVUZJVU[YHJ[Z^P[O:[H[VPSPUJS\KPUNHMYHTL^VYR
agreement for as many as 10 years awarded in December 2015, were part of the deal.

Amounts in NOK million

Preliminary

Final

Change

Net assets acquired at fair value

172

154

-18

Goodwill

117

125

9

Purchase price

288

279

-9

Reinertsen
The transaction was structured as an asset deal with a purchase price of NOK 213 million.
Transaction costs of NOK 3.4 million have been recognized as other operating expenses
in the income statement. Goodwill resulting from the transaction is mainly attributable to
the expected synergies by moving Reinertsen employees in Trondheim and Bergen to
"LFS4PMVUJPOTPGåDFTJOBEEJUJPOUPTZOFSHJFTGSPNBTTFNCMFEXPSLGPSDF

The overall purchase price was reduced by NOK 11 million, consisting
of NOK 8 million from adjusted book values and reduced contingent
consideration of NOK 3 million.
See note 27 for more information about subsidiaries

=HS\LZH[[PTLVM(JX\PZP[PVUMVY[OL)\ZPULZZ*VTIPUH[PVU
Amounts in NOK million

2017

Property, plant and equipment
Intangible assets

5
45

Other current liabilities

-68

Net assets acquired at fair value

-18

Goodwill

231

'BJSWBMVFBDRVJSFEOFUDBTIPVUçPX

213

Operating revenue in acquired business after acquisition

478

1SPåUGPSUIFQFSJPEJOBDRVJSFECVTJOFTTBGUFSBDRVJTJUJPO FYDMVEJOHJOUFHSBUJPODPTU

17

*OUFHSBUJPODPTUTJO"LFS4PMVUJPOTPG/0,NJMMJPOBSFOPUJODMVEFEJOUIFQSPåUPG
/0,NJMMJPOBCPWF"TUIJTJTBOBTTFUEFBM UIFHPPEXJMMJEFOUJåFEJOUIFBDRVJTJUJPO
will be tax deductible.
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Note 27 Subsidiaries

Company
Aker Solutions Enterprises, LDA
Aker Solutions Pty Ltd

Financial Reporting Principles
The consolidated statements include all entities controlled by
Aker Solutions ASA. Control exists when the company has the
QPXFS EJSFDUMZPSJOEJSFDUMZ UPHPWFSOUIFåOBODJBMBOEPQFSBUJOH
QPMJDJFTPGBOFOUJUZTPBTUPPCUBJOCFOFåUTGSPNJUTBDUJWJUJFT
5IFåOBODJBMTUBUFNFOUTPGUIFTVCTJEJBSJFTBSFJODMVEFEJO
UIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTGSPNUIFEBUFDPOUSPM
commences until the date control ceases. Non-controlling
interests (NCIs) are measured on initial recognition at their
portion of fair values, and yearly earnings are allocated to the NCI
according to their ownership interest.

Aker Solutions Azerbaijan LLC
Aker Solutions do Brasil Ltda
C.S.E. Mecânica e Instrumentacâo Ltda
Aker Solutions Sdn Bhd
Aker Solutions Asset Integrity and Management
Canada Inc.
Aker Solutions Canada Inc
Aker Solutions (Shenzhen) Co. Ltd
Aker Solutions Congo SA
Aker Solutions Cyprus Limited
Aker Solutions SAS

Subsidiaries
Aker Solutions has 52 subsidiaries in 24 countries at the reporting
date. Aker Solutions AS in Norway is the only company that
individually accounts for more than 10 percent of the revenue
in the group and is considered material. The group holds
the majority of the shares in all subsidiaries except two, see
description below. Subsidiaries fully owned or controlled by Aker
Solutions as of December 31, 2017 are listed below. If not stated
otherwise, ownership equals the percentage of voting shares.

Aker Solutions Ghana Ltd
Aker Powergas Pvt Ltd
Aker Powergas Subsea Pvt Ltd

Location

Country

76

Percent

Luanda

Angola

49

Perth

Australia

100

Baku

Azerbaijan

100

Curitiba

Brazil

100

Curitiba

Brazil

70

Kuala Belait

Brunei

100

Newfoundland

Canada

100

7BODPVWFS

Canada

100

Shenzhen

China

100

Point-Noire

Congo

100

Limassol

Cyprus

100

Paris

France

100

Adabraka

Ghana

90

Mumbai

India

95.2

Mumbai

India

95.2

Aker Engineering International Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Engineering Malaysia Sdn Bhd

Kuala Lumpur

Malaysia

90

Aker Solutions APAC Sdn Bhd

Kuala Lumpur

Malaysia

48

Aker Solutions India Operations Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions India Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions India Services Sdn Bhd

Kuala Lumpur

Malaysia

100

Aker Solutions Malaysia Sdn Bhd

Kuala Lumpur

Malaysia

100

"LFS4PMVUJPOT6NCJMJDBM"TJB1BDJåD4EO#IE

Kuala Lumpur

Malaysia

100

Mexico City

Mexico

100

Maputo

Mozambique

100

Aker Solutions de Mexico
Aker Solutions Mocambique Ltda
"LFS4PMVUJPOT#7

Zoetemer

Netherlands

100

Ikoyi-Lagos

Nigeria

100

Aker Installation FP AS

Fornebu

Norway

100

Aker Insurance Services AS

Fornebu

Norway

100

Stavanger

Norway

100

Aker Solutions Nigeria Ltd

Aker Operations AS
Note 27 continues on next page
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Company

Location

Country

Percent

Aker Solutions AS

Fornebu

Norway

100

Aker Solutions Holding AS

Fornebu

Norway

100

Aker Solutions Middle East AS

Fornebu

Norway

100

Aker Solutions Russia AS
Benestad Solutions AS
KBeDesign AS
Aker Process Gulf Co. Ltd
Aker Solutions Saudi Arabia Limited
Aker Solutions Korea Co. Ltd
K Water AB
Aker Solutions Tanzania Ltd
Aker Engineering Malaysia Ltd
Aker Engineering and Technology Ltd

Fornebu

Norway

100

Lierskogen

Norway

100

Fornebu

Norway

100

Al-Khobar

Saudi Arabia

100

Dhahran

Saudi Arabia

100

Geoje

South Korea

100

Örnsköldsvik

Sweden

100

Dar es Salaam

Tanzania

100

Leeds

UK

100

London

UK

100

Aker Offshore Partner Ltd

Aberdeen

UK

100

Aker Solutions Angola Ltd

Maidenhead

UK

100

London

UK

100

Aker Solutions DC Trustees Ltd
Aker Solutions Enterprises International (UK) Limited

London

UK

100

Maidenhead

UK

100

Aberdeen

UK

100

International Design Engineering and Services Ltd

Glasgow

UK

100

Aker Solutions Inc.

Houston

USA

100

Aker Solutions USA Corporation

Houston

USA

100

Aker Solutions Ltd
Enovate Systems Limited

:\IZPKPHYPLZ^OLYL(RLY:VS\[PVUZKVLZUV[OH]L[OL4HQVYP[`
of Shares

4H[LYPHS5VU*VU[YVSSPUN0U[LYLZ[Z5*0Z
The subsidiary Aker Solutions Enterprises LDA in Luanda, Angola
IBTBTJHOJåDBOUOPODPOUSPMMJOHJOUFSFTU QFSDFOU 5IFUBCMFCFMPX
TVNNBSJ[FTUIFåOBODJBMJOGPSNBUJPOGPSUIFDPNQBOZ CFGPSFBOZ
intra-group elimination.
Amounts in NOK million

2017

2016

105

67

Balance sheet
Non-current assets
Current assets

200

258

-244

-226

Net assets

61

98

NCI's share of net assets

31

50

792

1,766

1SPåU

37

136

/$*TTIBSFPGQSPæU

19

70

Dividends paid

37

0

Current liabilities

Income statement
Revenue

Acquisition of NCIs
Aker Solutions increased its ownership in Aker Powergas Pvt Ltd from
88.8 percent to 95.2 percent in 2017. The transaction was accounted for
as an equity transaction.
See note 26 for more information about acquisition of subsidiaries

Aker Solutions has 49 percent of the shares in Aker Solutions Enterprises LDA in Angola
and 48 percent in Aker Solutions APAC Sdn Bhd in Malaysia. Aker Solutions has control
over relevant activities through shareholders agreements. The subsidiaries are fully
DPOTPMJEBUFEBOEUIFOPODPOUSPMMJOHJOUFSFTUTIBSFPGQSPåUBOEFRVJUZJTQSFTFOUFEJOUIF
income statement and in the balance sheet.
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Note 28 Other Investments

Note 29 Related Parties

Financial Reporting Principles

Financial Reporting Principles

0UIFSJOWFTUNFOUTBSFUIPTFFOUJUJFTJOXIJDIUIFDPNQBOZEPFTOPUIBWFTJHOJåDBOU
JOæVFODFVTVBMMZFOUJUJFTXFSFUIFDPNQBOZIPMETMFTTUIBOUXFOUZQFSDFOUPGUIFWPUJOH
power. These investments are categorized as available-for-sale investments measured at
fair value with changes (other than impairment losses) recognized in other comprehensive
income (OCI) in equity. When the investments are sold, the accumulated gain or loss in
FRVJUZJTSFDMBTTJåFEUPUIFJODPNFTUBUFNFOU

3FMBUFEQBSUZSFMBUJPOTIJQTBSFEFåOFEUPCFFOUJUJFTPVUTJEFUIF"LFS
Solutions group that are under control (either directly or indirectly), joint
DPOUSPMPSTJHOJåDBOUJOæVFODFCZUIFPXOFSTPG"LFS4PMVUJPOT3FMBUFE
parties are in a position to enter into transactions with the company
that would potentially not be undertaken between unrelated parties. All
transactions in the Aker Solutions group with related parties have been
based on arm's length terms.

Available-for-Sale Investments

9LSH[LK7HY[PLZVM(RLY:VS\[PVUZ
2017

2016

15

14

Equity securities in listed companies, measured at fair value

76

61

Available-for-sale investments

91

75

Amounts in NOK million

Equity securities in unlisted companies, measured at cost

Quoted market prices are used to value investments in listed companies. Investments in
shares that do not have quoted market prices are measured at cost, as fair value cannot
be measured reliably.

The largest shareholder of Aker Solutions is Aker Kværner Holding AS
which is controlled by Aker ASA (70 percent). Aker ASA is controlled
by The Resource Group TRG AS, a company controlled by Kjell Inge
Røkke. The Resource Group TRG AS is the ultimate parent company
of Aker Solutions ASA. In this respect, all entities owned by Aker ASA
and entities which Kjell Inge Røkke and his close family controls through
The Resource Group TRG AS are considered related parties to Aker
Solutions. These entities include companies like Akastor, Kvaerner and
Aker BP and are referred to as Aker entities in this note. Non-controlling
JOUFSFTUTXJUITJHOJåDBOUJOæVFODFBSFBMTPDPOTJEFSFEBTSFMBUFEQBSUJFT

See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES

Note 29 continues on next page
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Joint Arrangement with Kvaerner

Transactions and Balances with Related Parties
Amounts in NOK million

2017

2016

1,902

770

-286

-2,688

Income statement
Operating revenues
Operating costs

Other

Balance sheet
Trade receivables
Non-current interest-bearing receivable
Trade payables
Current interest-bearing loan

Aker Solutions has entered into a joint arrangement with Kvaerner ASA
for deliveries under a customer contracts. The parties are jointly and
severally liable for the project performance. As the joint arrangement is
not structured through a separate vehicle, it has been determined that
arrangement is a joint operation. Aker Solutions presents its 50 percent
TIBSFPGSFWFOVF DPTU BTTFUTBOEMJBCJMJUJFTJOUIFåOBODJBMTUBUFNFOUT

0UIFSBHSFFNFOUTXJUISFMBUFEQBSUJFTJODMVEF
305

133

18

32

-58

-67

-1

-1



Aker Solutions is a party to various agreements addressing
commercial separation issues between Akastor and Aker Solutions as
a result of the demerger in 2014, including secondary joint liability for
obligations existing in Akastor at the time of the demerger



Aker Solutions contributed NOK 70 million in 2017 (NOK 70 million
in 2016) to Aker Pensjonskasse, which is a fund established by
Aker to manage the retirement plan for employees and retirees in
Aker Solutions and other Aker companies



Aker Solutions paid NOK 3 million in leases for property and NOK
2 million in consultancy fees to the non-controlling interest in Aker
Solutions Enterprises LDA in Luanda, Angola in 2017. The noncurrent interest-bearing loan was NOK 18 million in 2017 (NOK
32 million in 2016)



Aker Solutions supported the group's union representative function
with NOK 510,000 in 2017 (NOK 510,000 in 2016)

The Major Related Parties Transactions
Aker Solutions has several transactions with related parties on a recurring basis as part
of normal business and leases property from related parties. Below is a description of the
TJHOJåDBOUSFMBUFEQBSUZUSBOTBDUJPOTBOECBMBODFTJO

Lease Agreements with The Resource Group TRG AS
Aker Solutions leases several of its industrial buildings in Norway including Tranby,
Egersund and Ågotnes from companies owned by The Resource Group TRG AS, a
company fully owned by Kjell Inge Røkke. The rent recognized in 2017 was NOK 154
NJMMJPO /0,NJMMJPO 'VSUIFS "LFS4PMVUJPOTTVCMFBTFEPGåDFTJO4UBWBOHFS 
Norway to Aker BP in 2017 for NOK 30 million.

*VTTLYJPHS*VU[YHJ[Z^P[O2]HLYULYHUK(RLY)7
Aker Solutions both buys from and delivers services and products to Kvaerner through
subcontractor agreements. Aker Solutions holds agreements for delivery of equipment
BOETFSWJDFTUP"LFS#1GPSWBSJPVTPJMåFMETPGGTIPSF/PSXBZJODMVEJOHBOFXTJYZFBS
framework agreement for engineering and procurement services signed in 2017. The
framework agreement may be extended by four years.

See note 14 for more information about trade and other receivables
See note 19 for more information about operating leases
See note 21 for more information about trade and other payables
See note 22 for more information about guarantee commitments for Akastor
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Note 30 Management Remuneration
Board of Directors
The current board of directors has been elected by the general meeting to serve for an appointment period of two years. The shareholder elected directors are serving
for the period 2016-2018, while the employee elected directors are for the period 2017-2019. Fees to the board of directors are approved by the annual general meeting.
The board held 10 meetings in 2017 with an average attendance rate of 85 percent. In addition, certain matters were processed by way of circulation of documents.
The audit committee held 6 meetings in 2017. As of December 31, 2017 the audit committee comprised Anne Drinkwater (chairperson) and Atle Teigland.
The fees in the table below represent what is recognized as expenses in the income statement based on expected fees to be approved at the annual general meeting to be
held in April 2018. The directors did not receive any other fees except for employee elected directors who have received salary as employees. No agreements exist which
entitle the directors to any extraordinary compensation and no board members have loans in the company.

December 31, 2017

December 31, 2016

2017

1

Number of shares owned

Amounts in NOK

Øyvind Eriksen3

Chairman

Audit Committee fees

2016
Board fees

2

Audit Committee fees

Board fees2

0

0

0

600,000

0

600,000

3,500

3,500

205,000

490,000

205,000

502,500

Kjell Inge Røkke

0

0

0

340,000

0

340,000

Koosum Kalyan

0

0

0

390,000

0

402,500

Anne Drinkwater

Deputy chairperson

3

4

0

0

57,500

195,000

115,000

390,000

8,751

8,751

115,000

170,000

115,000

170,000

Åsmund Knutsen

9,028

9,028

0

85,000

0

170,000

Hilde Karlsen

5,363

5,363

0

170,000

0

170,000

Oddvar Hølland

16,179

na

0

85,000

0

0

Total

42,821

26,642

377,500

2,525,000

435,000

2,745,000

Stuart Ferguson
Atle Teigland

5

5

1) The number of shares owned covers direct ownership of Aker Solutions ASA only and does not include Øyvind Eriksen's and Kjell Inge Røkke's indirect ownership.
2) Board fees include an allowance of NOK 12,500 per meeting per physical attendance for board members residing outside the Nordic countries.
3) The fee allocated to Øyvind Eriksen will be paid to Aker ASA and the fee allocated to Kjell Inge Røkke will be paid to The Resource Group TRG AS.
4) Stuart Ferguson resigned from the board of directors during the year. Board fee and audit committee fee correspond to six months.
5) Oddvar Hølland was during the year appointed deputy director for Arild Håvik who at the same time was appointed new employee representative director to the board of directors to replace Åsmund Knutsen.
Arild Håvik has been on leave since his appointment, and Oddvar Hølland is currently acting for him as a director. Board fees for Oddvar Hølland and Åsmund Knutsen equal six months each.

Note 30 continues on next page
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Remuneration to the Executive Management Team
The main purpose of the executive remuneration program is to encourage a strong
and sustainable performance-based culture, which supports growth in shareholder
value. The total remuneration to executives consists of a market based salary, standard
FNQMPZFFCFOFåUTBOEWBSJBCMFQBZQSPHSBNT5IFDIJFGFYFDVUJWFPGåDFS $&0 BOEUIF
executive management team participate in the standard pension and insurance schemes
applicable to all employees.
The variable pay program for the CEO is an annual program based on the annual
performance of the Aker Solutions ASA share price development above the combined
average share price development of the Philadelphia Oil Service Sector Index (PHLX)
and the Oslo Stock Exchange Benchmark Index (OSEBX). No payment is due to the CEO
unless the Aker Solutions ASA share price development exceeds the development of
these indexes. The maximum achievable payment is 66.7 percent of annual base salary.
The variable pay program for the other members of the executive management team
DPOTJTUTPGUXPQBSUTBOEJTCBTFEPOUIFBDIJFWFNFOUPGDPNQBOZåOBODJBMSFTVMUT 
achievement of the executive’s individual performance objectives, behavior according to
company values and conditions on continued employment. The variable pay is earned
over a period of three years and can potentially be up to 80 percent of base salary.


5IFåSTUQBSUPGUIFWBSJBCMFQBZJTFBSOFEEVSJOHUIFåSTU DVSSFOU ZFBSBOEJTCBTFEPO
DPNQBOZTåOBODJBMSFTVMUTBOEUIFFYFDVUJWFnTJOEJWJEVBMCFIBWJPSBOEBDIJFWFNFOU
of performance objectives. The maximum value of this part is 53.34 percent of base
TBMBSZ5IFFYFDVUJWFJTQBJEQFSDFOUPGUIJTWBSJBCMFQBZBGUFSUIFåSTUZFBS BOE
percent is deferred until after the third year.



The second part is conditional on the basis that the executive is still employed after
three years, where the executive receives an additional 50 percent of the variable pay
BTFBSOFEJOUIFåSTUZFBS NBYJNVNQFSDFOUPGCBTFTBMBSZ 

Aker Solutions also has a share based program only offered to
executives (excluding CEO) that started in their position before
January 1, 2016. This program is based on the Aker Solutions share
price development over a three-year period starting January 1, 2016.
The Aker Solutions share price development is compared with the
Philadelphia Oil Service Sector Index (“PHLX”) and the Oslo Stock
Exchange Benchmark Index (“OSEBX”) for the same period. The
maximum payment is 20 percent of base salary and is dependent on
the executive still being employed at that time. As of December 31,
2017 executives are still not eligible to earn variable pay amount based
on this program because the three-year period is not yet completed.
The company does not offer share option programs to executives or
other employees.
In addition, the executive management is from time to time granted a
discretionary variable pay. There were no discretionary payments made
in 2017 or 2016. The remuneration to the executive management team in
2017 was according to the guidelines of the company.

Note 30 continues on next page
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5IFSFNVOFSBUJPOPGUIFFYFDVUJWFNBOBHFNFOUUFBNJTTIPXOJOUIFUBCMFCFMPX5IFTBMBSZåHVSFTCFMPXSFQSFTFOUFYQFOTFESFNVOFSBUJPOSBUIFSUIBOXIBUJTQBJEPVUJOUIFQFSJPE
2017

Period

Base salary

Variable pay1

0UIFSCFOFæUT2

Total remuneration

1FOTJPOCFOFæU
earned/cost to
company3

$IJFG&YFDVUJWF0GåDFS

Jan. 1 - Dec. 31

7,086,154

1,884,179

863,169

9,833,502

99,086

Svein Stoknes

$IJFG'JOBODJBM0GåDFS

Jan. 1 - Dec. 31

2,935,692

2,180,352

24,494

5,140,538

154,220

Dean Watson

$IJFG0QFSBUJOH0GåDFS

Jan. 1 - Dec. 31

3,543,077

2,166,833

2,270,129

7,980,038

91,940

Mark Riding

&YFDVUJWF7JDF1SFTJEFOU4USBUFHZ

Jan. 1 - Dec. 31

3,211,708

2,130,021

0

5,341,729

583,295

7BMCPSH-VOEFHBBSE

&YFDVUJWF7JDF1SFTJEFOU$VTUPNFS.BOBHFNFOU

Jan. 1 - Dec. 31

2,439,662

1,874,672

36,818

4,351,152

243,253

Amounts in NOK

Job title

Luis Araujo

Knut Nyborg

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

May 1 - Dec. 31

1,286,349

796,544

26,215

2,109,108

129,379

Svenn Ivar Fure

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

Jan. 1 - Apr. 21

759,733

0

3,093

762,827

42,994

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU1SPEVDUT

Jan. 1 - Dec. 31

2,638,735

1,852,151

21,781

4,512,668

220,300

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU1SPKFDUT

Jan. 1 - Dec. 31

2,499,036

1,631,280

25,678

4,155,994

221,289

David Clark

&YFDVUJWF7JDF1SFTJEFOU4FSWJDFT

Jan. 1 - Dec. 31

Total

2,625,419

1,550,198

458,371

4,633,988

404,730

29,025,565

16,066,231

3,729,748

48,821,543

2,190,485

1) Based on estimated variable pay earned during the year.
2) 0UIFSCFOFåUTJODMVEFNFNCFSTIJQJOUIFTUBOEBSEFNQMPZFFCFOFåUTDIFNFBOEBOBEEJUJPOBMFYFDVUJWFHSPVQMJGFBOEEJTBCJMJUZJOTVSBODF IPVTJOH SFMPDBUJPODPTUT DIJMESFOTDIPPMGFFT QIPOFBOECSPBECBOEBMMPXBODF TJHOPOBNPVOUBOEJOEJWJEVBM
tax consultancy fees for some international employments.
 1FOTJPOCFOFåUTJODMVEFUIFTUBOEBSEFNQMPZFFQFOTJPOTDIFNF BQFOTJPODPNQFOTBUJPOTDIFNF GPSUSBOTGFSGSPNCFOFåUUPDPOUSJCVUJPOTDIFNF BEJTBCJMJUZQFOTJPOTDIFNFBOEBDPNQFOTBUJPOSFMBUFEUPFBSMZSFUJSFNFOUGSPNBNBOBHFNFOUQPTJUJPO

Note 30 continues on next page
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5IFSFNVOFSBUJPOPGUIFFYFDVUJWFNBOBHFNFOUUFBNJTTIPXOJOUIFUBCMFCFMPX5IFTBMBSZåHVSFTCFMPXSFQSFTFOUFYQFOTFESFNVOFSBUJPOSBUIFSUIBOXIBUJTQBJEPVUJOUIFQFSJPE
2016

Period

Base salary

Variable pay1

0UIFSCFOFæUT2

Total remuneration

1FOTJPOCFOFæU
earned/cost to
company3

Jan. 1 - Dec. 31

7,086,154

4,821,929

183,702

12,091,785

93,463

$IJFG'JOBODJBM0GåDFS

Jan. 1 - Dec. 31

2,632,000

996,870

24,957

3,653,827

157,569

$IJFG0QFSBUJOH0GåDFS

Sep. 1 - Dec. 31

1,306,667

170,738

1,221,971

2,699,376

30,005

Amounts in NOK

Job title

Luis Araujo

$IJFG&YFDVUJWF0GåDFS

Svein Stoknes
Dean Watson
Mark Riding

&YFDVUJWF7JDF1SFTJEFOU4USBUFHZ

Jan. 1 - Dec. 31

3,441,020

1,090,485

6,530

4,538,035

793,793

7BMCPSH-VOEFHBBSE

&YFDVUJWF7JDF1SFTJEFOU$VTUPNFS.BOBHFNFOU

Jan. 1 - Dec. 31

2,900,992

1,290,622

38,034

4,229,647

246,824

Svenn Ivar Fure

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

Nov. 1 - Dec. 31

373,427

131,417

1,831

506,674

19,370

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU1SPEVDUT

Nov. 1 - Dec. 31

455,606

110,087

1,627

567,320

40,821

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU1SPKFDUT

Jan. 1 - Dec. 31

2,208,985

282,509

9,965

2,501,459

245,066

David Clark

&YFDVUJWF7JDF1SFTJEFOU4FSWJDFT

Jan. 1 - Dec. 31

2,811,522

699,854

1,369,254

4,880,630

946,920

Jan. 1 - Sep. 30

4,941,975

0

3,203,889

8,145,864

378,689

Jan. 1 - Sep. 4

2,429,170

0

31,339

2,460,509

146,862

Jan. 1 - Oct. 31

2,204,462

774,196

24,270

3,002,928

197,366

32,791,979

10,368,707

6,117,369

49,278,055

3,296,747

Alan Brunnen

Head of Subsea

Per Harald Kongelf

Regional Head of Norway

Tore Sjursen

Head of Operational Improvements and Risk Mgt

Total

1) Based on estimated variable pay earned during the year.
 0UIFSCFOFåUTJODMVEFNFNCFSTIJQJOUIFTUBOEBSEFNQMPZFFCFOFåUTDIFNFBOEBOBEEJUJPOBMFYFDVUJWFHSPVQMJGFBOEEJTBCJMJUZJOTVSBODF IPVTJOH SFMPDBUJPODPTUT DIJMESFOTDIPPMJOHDPTUT QIPOFBOECSPBECBOEBMMPXBODF TJHOPOGFFBOETFWFSBODFQBZNFOU
 1FOTJPOCFOFåUTJODMVEFUIFTUBOEBSEFNQMPZFFQFOTJPOTDIFNF BQFOTJPODPNQFOTBUJPOTDIFNF GPSUSBOTGFSGSPNCFOFåUUPDPOUSJCVUJPOTDIFNF BEJTBCJMJUZQFOTJPOTDIFNFBOEBDPNQFOTBUJPOSFMBUFEUPFBSMZSFUJSFNFOUGSPNBNBOBHFNFOUQPTJUJPO

Note 30 continues on next page
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Shareholding and Termination Agreements
The company practice standard employment contracts and standard terms and conditions regarding notice period and severance pay for the
CEO and the members of the executive management team. The below table sets out information of notice period and severance pay as well
as shareholding applicable to the current executive management team. There was no share purchase program for management in 2017.
Job title

Number of shares owned

Notice period

Severance pay

$IJFG&YFDVUJWF0GåDFS

76,898

3 months

6 months

Svein Stoknes

$IJFG'JOBODJBM0GåDFS

26,444

3 months

6 months

Dean Watson

$IJFG0QFSBUJOH0GåDFS

0

3 months

6 months

Mark Riding

&YFDVUJWF7JDF1SFTJEFOU4USBUFHZ

32,006

3 months

3 months

7BMCPSH-VOEFHBBSE

&YFDVUJWF7JDF1SFTJEFOU$VTUPNFS.BOBHFNFOU

5,185

3 months

6 months

Luis Araujo

Knut Nyborg

&YFDVUJWF7JDF1SFTJEFOU'SPOU&OE

1,594

3 months

6 months

Egil Bøyum

&YFDVUJWF7JDF1SFTJEFOU1SPEVDUT

4,198

3 months

6 months

Knut Sandvik

&YFDVUJWF7JDF1SFTJEFOU1SPKFDUT

3,036

3 months

6 months

David Clark

&YFDVUJWF7JDF1SFTJEFOU4FSWJDFT

1,434

3 months

3 months

No members of the executive management team had loans with the company as of December 31, 2017.

See note 5 for more information about salaries for employees
See note 18 for more information about pension arrangements
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Note 31 Audit Fees

Note 32 New Financial Reporting Standards

KPMG is the auditor of the group. The table below presents the audit fee expense.

The company will adopt IFRS 9 Financial Instruments and IFRS 15
Revenue from Contracts with Customers as of January 1, 2018. IFRS
16 Leasing will be implemented one year later, per January 1, 2019.
;OLJVTWHU`^PSS\ZLHTVKPÄLKPTWSLTLU[H[PVUTL[OVKOLUJL
the cumulative impact will be recognized in retained earnings as of
1HU\HY`HUKJVTWHYH[P]LÄN\YLZ^PSSUV[ILYLZ[H[LK;OPZUV[L
Z\TTHYPaLZ[OLL_WLJ[LKPTWHJ[VU[OLÄUHUJPHSYLWVY[PUNMVY[OL
company from the new standards.

Aker Solutions ASA

Subsidiaries

Total

2017

2016

2017

2016

2017

2016

Audit

5.6

4.3

13.3

12.1

18.9

16.4

Other assurance services

0.0

0.4

0.3

0.6

0.3

1.0

Tax services

0.0

0.0

0.4

2.0

0.4

2.0

Other non-audit services

0.5

0.4

0.5

0.3

1.1

0.7

Total

6.1

5.2

14.6

15.0

20.7

20.1

Amounts in NOK million

IFRS 9 Financial Instruments
The standard will replace IAS 39 Financial Instruments Recognition and
.FBTVSFNFOU5IFTUBOEBSEJODMVEFTSFWJTFEHVJEBODFPODMBTTJåDBUJPO
BOENFBTVSFNFOUPGåOBODJBMJOTUSVNFOUT BOFXFYQFDUFEDSFEJUMPTT
NPEFMGPSDBMDVMBUJOHJNQBJSNFOUPOåOBODJBMBTTFUTBOEOFXHFOFSBM
IFEHFBDDPVOUJOHSFRVJSFNFOUT5IFOFXåOBODJBMJOTUSVNFOUTTUBOEBSE
JTOPUFYQFDUFEUPTJHOJåDBOUMZDIBOHFIPXUIFDPNQBOZSFDPHOJ[FT
JUTåOBODJBMBTTFUTBOEMJBCJMJUJFT5IFDIBOHFTFYQFDUFEUPJNQBDUUIF
SFQPSUFEåHVSFTVQPOUSBOTJUJPOUP*'34BSFTVNNBSJ[FECFMPX

*SHZZPÄJH[PVUHUK4LHZ\YLTLU[
Based on its assessment, the company does not believe that the new
DMBTTJåDBUJPOSFRVJSFNFOUTXJMMIBWFBNBUFSJBMJNQBDUPOJUTBDDPVOUJOH
for trade receivables, interest-bearing receivables and investments in
equity securities that are managed on a fair value basis.
"U%FDFNCFS  UIFDPNQBOZIBEFRVJUZJOWFTUNFOUTDMBTTJåFE
as available-for-sale with a value of NOK 91 million held for long-term
strategic purposes. Under IFRS 9, the group has designated these
investments as measured at fair value through other comprehensive
JODPNF '70$* $POTFRVFOUMZ BMMGBJSWBMVFHBJOTBOEMPTTFTXJMMCF
SFQPSUFEJO0$* OPJNQBJSNFOUMPTTFTXJMMCFSFDPHOJ[FEJOQSPåUPSMPTT
BOEOPHBJOTPSMPTTFTXJMMCFSFDMBTTJåFEUPQSPåUPSMPTTPOEJTQPTBM

Note 32 continues on next page
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At December 31, 2017, the company had investments in equity securities in unlisted
companies amounting to NOK 15 million measured at cost. Under IFRS 9, these
investments must be measured at fair value.
5IFSFXJMMCFOPJNQBDUPOUIFDPNQBOZnTBDDPVOUJOHGPSåOBODJBMMJBCJMJUJFT BTUIFOFX
SFRVJSFNFOUTPOMZBGGFDUUIFBDDPVOUJOHGPSåOBODJBMMJBCJMJUJFTUIBUBSFEFTJHOBUFEBUGBJS
WBMVFUISPVHIQSPåUPSMPTTBOEUIFHSPVQEPFTOPUIBWFBOZTVDIMJBCJMJUJFT5IFEF
recognition rules in IFRS 9 are the same as those in IAS 39.

Impairment
The new impairment model requires the recognition of impairment provisions based on
expected credit losses (ECL) rather than incurred credit losses as is the case under IAS
*UBQQMJFTUPåOBODJBMBTTFUTDMBTTJåFEBUBNPSUJ[FEDPTU EFCUJOTUSVNFOUTNFBTVSFE
BU'70$* DPOUSBDUBTTFUTVOEFS*'343FWFOVFGSPN$POUSBDUTXJUI$VTUPNFST 
MFBTFSFDFJWBCMFT MPBODPNNJUNFOUTBOEDFSUBJOåOBODJBMHVBSBOUFFDPOUSBDUT5IF
company has chosen to apply the lifetime ECL for trade receivables, contract assets
XJUIBTJHOJåDBOUåOBODJOHDPNQPOFOUBOEPQFSBUJPOBMMFBTFSFDFJWBCMFT#BTFEPOUIF
assessments undertaken to date, the group expects a small increase in the loss allowance
for trade receivables and contract assets of approximately NOK 1 million.

Hedge Accounting
The company uses forward foreign exchange contracts to hedge the variability in
DBTIæPXTBSJTJOHGSPNDIBOHFTJOGPSFJHOFYDIBOHFSBUFTSFMBUJOHUPGPSFJHODVSSFODZ
CPSSPXJOHT SFDFJWBCMFT TBMFTBOEJOWFOUPSZQVSDIBTFT6OEFS*"4 GPSBMMDBTIæPX
IFEHFT UIFBNPVOUTBDDVNVMBUFEJOUIFDBTIæPXIFEHFSFTFSWFBSFSFDMBTTJåFEUPQSPåU
PSMPTTBTBSFDMBTTJåDBUJPOBEKVTUNFOUJOUIFTBNFQFSJPEBTUIFIFEHFEUSBOTBDUJPO
PDDVSTBOEBGGFDUTQSPåUPSMPTT)PXFWFS VOEFS*'34 GPSDBTIæPXIFEHFTBTTPDJBUFE
XJUIGPSFDBTUUSBOTBDUJPOUIBUTVCTFRVFOUMZSFTVMUTJOSFDPHOJUJPOPGBOPOåOBODJBMBTTFU
PSBOPOåOBODJBMMJBCJMJUZ JUJTSFRVJSFEUPBEKVTUUIFJOJUJBMDPTUPSPUIFSDBSSZJOHBNPVOUPG
UIFOPOåOBODJBMBTTFUPSUIFOPOåOBODJBMMJBCJMJUZ0OUSBOTJUJPOUP*'34 UIFDPNQBOZ
XJMMSFNPWFUIFBNPVOUBDDVNVMBUFEJOUIFDBTIæPXIFEHFSFTFSWFGPSUIPTFIFEHFTBOE
JODMVEFJUJOUIFDBSSZJOHBNPVOUPGUIFDPSSFTQPOEJOHOPOåOBODJBMBTTFUPSOPOåOBODJBM
liability.

IFRS 15 Revenue from Contracts with Customers
The new revenue standard IFRS 15 Revenue from Contracts with
Customers will supersede the current revenue recognition guidance in
IAS 11 Construction Contracts and IAS 18 Revenue. IFRS 15 introduces
BOFXåWFTUFQNPEFMUIBUBQQMJFTUPSFWFOVFBSJTJOHGSPNDPOUSBDUTXJUI
customers. All major customer contracts in Aker Solutions have been
reviewed in order to determine the impact upon transitioning to IFRS 15.
5IFOFXSFWFOVFSFDPHOJUJPOTUBOEBSEJTOPUFYQFDUFEUPTJHOJåDBOUMZ
change how the company recognizes revenue, as revenue will still
be recognized over time for both construction contracts and service
SFWFOVF5IFDIBOHFTFYQFDUFEUPJNQBDUUIFSFQPSUFEåHVSFTVQPO
transition to IFRS 15 are summarized below.

Construction Contracts
The construction contracts mainly consist of engineering, procurement and
DPOTUSVDUJPO &1$ DPOUSBDUTGPSNPEJåDBUJPOTPGPJMBOEHBTJOTUBMMBUJPOT
BOENBOVGBDUVSJOHPGTVCTFBTZTUFNTBOEFRVJQNFOU5IFNPEJåDBUJPO
contracts already use a cost progress method, whereas the subsea
contracts are using a technical progress method under the current IAS
11 standard. The subsea contracts will change to a cost based progress
method under IFRS 15. The progress on some contracts is reduced upon
transition, whereas others have an accelerated progress. The net impact
is a decrease of equity and an increase of order backlog as the reduction
of progress is larger than the acceleration. The impact from changing the
progress method is included in the table below.

Service Contracts
The service contracts mainly consist of engineering contracts, subsea
lifecycle services and maintenance contracts for oil and gas installations.
Service revenue is currently recognized in the period in which the
services are rendered or by using a cost progress method. The current
method will not change as a result of implementing IFRS 15. Any rental of
tools and equipment qualifying as leasing will be presented on a separate
revenue line in the income statement.

The new hedge accounting rules will align the accounting for hedging instruments
more closely with the company’s risk management practices. As a general rule, more
hedge relationships might be eligible for hedge accounting as the standard introduces
a more principles-based approach. The company has concluded that its current hedge
relationships will qualify as hedges upon the adoption of IFRS 9.
Note 32 continues on next page
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.OTEÖÖ.EWÖ&INANCIALÖ2EPORTINGÖ3TANDARDSÖCONT
Tender Cost

Estimated Impact

Tender cost in Aker Solutions will be expensed as incurred under IFRS 15. The current IAS
11 requires that tender costs are capitalized if award is considered to be probable. The
impact of expensing tender cost is presented in the table below.

The estimated impact on equity and order backlog from implementing
IFRS 9 and IFRS 15 per January 1, 2018 is presented below. The actual
impact may change if new information and guidance becomes known
CFGPSFUIFHSPVQQSFTFOUTJUTåSTUåOBODJBMTUBUFNFOUTVTJOHUIFOFX
standards.

Waste Cost
Waste cost for rework, scrapping and other non-value adding activities is not regarded
as contract cost under the new standard. As such, waste cost will not be included in the
QSPHSFTTNFBTVSFNFOUXIFOEFUFSNJOJOHSFWFOVF5IFSFIBTOPUCFFOBOZTJHOJåDBOU
impact of excluding waste cost upon transitioning to IFRS 15.

=HYPHISL*VUZPKLYH[PVUHUK4VKPÄJH[PVUZ
7BSJBCMFDPOTJEFSBUJPO TVDIBTCPOVTFTBOEJODFOUJWFT BOEDPOUSBDUNPEJåDBUJPOT
(change of scope, variation orders and amendments) have a higher threshold for revenue
recognition in the new IFRS 15 than under the current IAS 11. There has not been any
TJHOJåDBOUJNQBDUGSPNUIJT BTUIFHSPVQJTBMSFBEZQSBDUJDJOHBIJHIUISFTIPMEGPS
including this type of revenue.

Contract Assets and Liabilities
Contract assets and liabilities in the balance sheet will change as IFRS 15 requires
separate presentation for revenue and cost accruals, and not presented as net WIP as
under the current standard. Further, the warranty provision for ongoing projects will be
presented separately, and not as part of WIP as under the current standard.

Amounts in NOK million

Equity as reported December 31, 2017
Change of progress method

7,047
-102

-1.4%

-48

-0.7%

55

0.8%

Total IFRS 15 effects on equity

-95

-1.3%

3FDMBTTJåDBUJPOPGIFEHFSFTFSWF

232

3.3%

Removal of capitalized tender cost
Tax effects

Other investments re-measured at fair value

4

0.1%

Increased impairment losses on receivables

-1

0.0%

Tax effects

-54

-0.8%

Total IFRS 9 effects on equity

181

2.6%

86

0.7%

Net impact from IFRS 9 and 15
Adjusted equity per January 1, 2018

Order backlog as reported December 31, 2017
Expected increase of order backlog from IFRS 15
Adjusted order backlog per January 1, 2018

7,133
34,573
247

0.7%

34,820

Note 32 continues on next page
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.OTEÖÖ.EWÖ&INANCIALÖ2EPORTINGÖ3TANDARDSÖCONT

IFRS 16 Leasing
*UJTFYQFDUFEUIBUUIFOFXTUBOEBSEGPSMFBTJOHXJMMTJHOJåDBOUMZDIBOHFIPXUIFHSPVQBDDPVOUTGPSJUT
MFBTFT"LFS4PMVUJPOTIBTBTJHOJåDBOUOVNCFSPGMFBTFDPOUSBDUTGPSMBOEBOECVJMEJOHTUIBUBSFDVSSFOUMZ
accounted for under IAS 17 as operating leases. IFRS 16 eliminates the current dual accounting model
XIFOMFBTJOHBTTFUT XIJDIEJTUJOHVJTIFTCFUXFFOPOCBMBODFTIFFUåOBODFMFBTFTBOEPGGCBMBODFTIFFU
operating leases. Under the new standard, a lessee is required to apply a single on-balance sheet model
UIBUJTTJNJMBSUPDVSSFOUåOBODJBMMFBTFTBDDPVOUJOHXJUIQSBDUJDBMFYQFEJFOUTXIFSFMFBTFTGPSMPXWBMVF
BTTFUTTVDIBTDPNQVUFSTBOEPGåDFFRVJQNFOUBOETIPSUUFSNMFBTFTPGNPOUITBOEMFTTNBZCF
FYFNQUFE5IFGPMMPXJOHDIBOHFTBSFFYQFDUFEUPJNQBDUUIFSFQPSUFEåHVSFTVQPOUSBOTJUJPOUP*'34


Assets and liabilities in the group are expected to increase with an amount close to the net present
value of future lease payments. Depreciation of lease assets are recognized separately from interest
cost on lease liabilities in the income statement.



As a result, earnings before interest, taxes, depreciation and amortization (EBITDA) will increase as the
MFBTFQBZNFOUTXJMMCFQSFTFOUFEBTEFQSFDJBUJPOBOEåOBODFDPTUSBUIFSUIBOPQFSBUJOHFYQFOTFT



0QFSBUJOHDBTIæPXXJMMJODSFBTFBOEJOWFTUJOHBOEåOBODJOHDBTIæPXXJMMEFDSFBTFBTUIFMFBTF
payments will no longer be considered as operational.

The new standard for leases was issued in January 2016 and will be effective for accounting periods
starting January 1, 2019. IFRS 16 was endorsed by the EU in October 2017.

Note 33 Subsequent Events
Aker Solutions successfully completed a NOK 1,500 million
unsecured bond issue with maturity in July 2022. The bonds
have coupons of 3 month Nibor plus 3.15 percent per annum
and are listed on the Oslo stock exchange. Settlement date
was January 25, 2018.
Aker Solutions also signed a new revolving credit facility
agreement on March 13, 2018 with a syndicate of twelve banks.
The new credit facility of NOK 5,000 million which has the same
covenants as the previous one, expires in March 2023. The
credit facility of NOK 5,000 million expiring in July 2019 has been
terminated.
Aker Solutions Malaysia Sdn Bhd has been informed that the tax
exempt status will not be continued. Aker Solution is currently
assessing whether to appeal or apply for other tax incentive
programs.

Other new and amended Standards
5IFHSPVQIBTBQQMJFEUIFGPMMPXJOHTUBOEBSETBOEBNFOENFOUTGPSUIFåSTUUJNFGPSUIFJSBOOVBM
SFQPSUJOHQFSJPEDPNNFODJOH+BOVBSZ 


Recognition of deferred tax assets for unrealized losses (amendments to IAS 12), and



Disclosure initiative (amendments to IAS 7)

The adoption of these amendments did not have any impact on the amounts recognized in periods. Other
new or revised accounting standards are not considered to have a material impact on the Aker Solutions
DPOTPMJEBUFEåOBODJBMTUBUFNFOUT
See note 14 for more information about trade and other receivables
See note 19 FORÖMOREÖINFORMATIONÖABOUTÖLEASEÖCOMMITMENTSÖANDÖLEASEÖEXPENSES
See note 25 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖASSETSÖANDÖLIABILITIES
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Parent Company
Financial Statements
Aker Solutions ASA
December 31, 2017
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Income Statement
For the year ended December 31

Note

2017

2016

Operating revenues

2

17

30

Operating expenses

2

-90

-99

-74

-69

-162

-189

-236

-258

49

59

-187

-199

Other equity

-187

-199

Net loss

-187

-199

Amounts in NOK million

Operating loss

/FUåOBODJBMFYQFOTFT

3

Loss before tax

Income tax
Net loss

4

Net loss for the period distributed as follows:

Menu

PAGE

AKER SOLUTIONS ANNUAL REPORT 2017 PARENT COMPANY FINANCIAL STATEMENTS

91

Balance Sheet
Statement as of December 31

Note

2017

2016

Deferred tax asset

4

181

137

Investments in group companies

5

11,438

11,018

Other equity

Non-current interest-bearing receivables from group companies

8

301

309

Total equity

6

2

2

11,923

11,465

Non-current borrowings

7

2,235

975

2,235

975

Amounts in NOK million

Assets

Amounts in NOK million

Note

2017

2016

294

294

2,833

3,007

3,127

3,301

Equity and liabilities

Other non-current interest-bearing receivables
Total non-current assets

Issued capital

Total non-current liabilities
Current interest-bearing receivables from group companies

8

23

36

Non-interest bearing receivables from group companies

8

9

38

Financial instruments

9

353

1,038

0

3

Other current receivables
Cash and cash equivalents

8

Total current assets
Total assets

Current borrowings

7

12

1,517

Current borrowings from group companies

8

7,145

7,157

Non interest-bearing liabilities from group companies

8

30

61

9

363

1,017

30

13

635

1,461

Financial instruments

1,020

2,575

Other current liabilities

12,943

14,041

Total current liabilities

7,581

9,765

Total liabilities

9,816

10,740

12,943

14,041

Total equity and liabilities
Fornebu, March 21, 2018
Board of Directors of Aker Solutions ASA

Øyvind Eriksen
Chairman

Anne Drinkwater
Deputy Chairman

Kjell Inge Røkke
Director

Koosum Kalyan
Director

Atle Teigland
Director

Hilde Karlsen
Director

Oddvar Hølland
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS
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$BTIçPX
Statement for the year ended December 31

Amounts in NOK million

2017

2016

Loss before tax

-236

-258

31

44

1SPåU MPTTPOGPSFJHODVSSFODZGPSXBSEDPOUSBDUT
Changes in other operating assets and liabilities

-209

78

Net cash from operating activities

-414

-136

Increase in investments in subsidiaries

-420

-342

Net cash used in investing activities

-420

-342

0

0

Payment of dividend
Changes in borrowings to group companies

20

659

-12

-1,424

Proceeds from employees share purchase program

0

40

Repurchase of treasury shares

0

-29

/FUDBTIGSPNæOBODJOHBDUJWJUJFT

8

-754

Net increase (decrease) in cash and cash equivalents

-825

-1,232

Cash and cash equivalents at the beginning of the period

1,461

2,693

635

1,461

Changes in borrowings from group companies

Cash and cash equivalents at the end of the period1
1) Unused credit facilities amounted to NOK 3,750 million as of December 31, 2017.
5IFDBTIæPXTUBUFNFOUIBTCFFOQSFQBSFEVTJOHUIFJOEJSFDUNFUIPE
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Notes to the Parent Company
Financial Statements
For the year ended December 31

Note 1 Company Information
Aker Solutions ASA is the parent company and owner of Aker Solutions Holding AS.
Aker Solutions ASA is domiciled in Norway and listed on the Oslo Stock Exchange. The
åOBODJBMTUBUFNFOUTPGUIFQBSFOUDPNQBOZBSFQSFQBSFEJOBDDPSEBODFXJUI/PSXFHJBO
legislation and Norwegian Generally Accepted Accounting Principles.

Note 2 Operating Revenue and Expenses
Revenue
Operating revenue comprises NOK 17 million in income from Parent
Company Guarantees (PCG). The PCGs are invoiced annually over the
lifetime of the guarantee.

Expenses
There are no employees in Aker Solutions ASA and hence no personnel
expenses. Executive management and corporate staff are employed by
other Aker Solutions companies. Costs for their services as well as other
parent company costs are recharged proportionally to Aker Solutions
ASA and presented as operating expenses. Remuneration to and
shareholding of managing director Luis Araujo is described in note 31
.BOBHFNFOU3FNVOFSBUJPOJOUIFDPOTPMJEBUFEåOBODJBMTUBUFNFOUT

Audit fees to KPMG
2017

2016

5.6

4.3

Other assurance services

0

0.4

Other non-audit services

0.5

0.4

Total

6.1

5.2

Amounts in NOK million

Audit fee

See note 10 for more information about guarantees
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Financial Income and Expense
Amounts in NOK million

Financial Reporting Principles

Interest income from group companies

Foreign Currency

Interest expense to group companies

Transactions in foreign currencies are translated at the exchange
rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are
translated to the functional currency at the exchange rate on
that date.

Net interest income from group companies

External interest income

2017

2016

27

41

-15

-9

12

31

17

30

External interest expenses

-197

-259

Net external interest expense

-180

-229

-12

-2

Foreign exchange loss

-3,342

-5,578

Foreign exchange gain

3,359

5,589

Foreign Currency Derivatives
4VCTJEJBSJFTIBWFFOUFSFEJOUPJOUFSOBMåOBODJBMEFSJWBUJWF
contracts with the parent company to hedge their currency
exposure. The parent company uses foreign exchange contracts
with external banks to mitigate the currency exposure from the
internal derivative contracts with the subsidiaries. Aker Solutions
"4"EPFTOPUBQQMZIFEHFBDDPVOUJOHBOEåOBODJBMBTTFUTBOE
liabilities related to foreign currency contracts which are measured
at fair value with changes recognized in the income statement.

0UIFSåOBODJBMFYQFOTFT

/FUPUIFSæOBODJBMJUFNT
/FUæOBODJBMFYQFOTF

5

9

-162

-189

See note 7 for more information about borrowings
See note 9 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖRISKÖMANAGEMENTÖANDÖÙNANCIALÖINSTRUMENTS

Interest Rate Derivatives
Aker Solutions enters into interest rate derivatives (interest rate
TXBQT UPBWPJEVOCBMBODFEFYQPTVSFUPæVDUVBUJPOTJOTIPSUUFSN
JOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUIæPBUJOHJOUFSFTU
SBUFTBSFTXBQQFEUPåYFEJOUFSFTUSBUFTUPNBJOUBJOUIFXBOUFE
TQMJUCFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT5IFTXBQTBSF
DMBTTJåFEBTDBTIæPXIFEHFTBOENBSLFUWBMVFTBSFBDDPVOUFE
for against equity.
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,ɈLJ[P]L;H_9H[L

Financial Reporting Principles
Tax expenses in the income statement comprise current tax and changes in deferred tax.
Deferred tax is calculated as 23 percent of temporary differences between accounting
and tax values as well as any tax losses carried forward at the year-end. Net deferred tax
assets are recognized only to the extent that it is probable they will be utilized against
GVUVSFUBYBCMFQSPåUT

Amounts in NOK million

2017

2016

Loss before tax

-236

-258

57

64

Income tax 24% (25 % in 2016)
Change in tax rate from 24% to 23% (25% to 24% in 2016)

-8

-5

Total tax income

49

59

Deferred Tax Asset and Tax Expenses
Amounts in NOK million

2017

2016

-236

-258

Calculation of taxable income
Loss before tax
Change in timing differences
Taxable income

0

87

-236

-171

8

62

-16

-32

Positive and (negative) temporary differences
Unrealized gain on forward exchange contracts
Interest rate swaps
Tax loss carried forward

-781

-598

Basis for deferred tax

-788

-569

178

129

4

8

181

137

Origination and reversal of temporary differences

49

59

Total tax income

49

59

Deferred tax in income statement
Deferred tax in equity
Deferred tax asset

*ODPNFUBYCFOFæU
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Note 5 Investments in Group Companies

Note 6:OHYLOVSKLYZ»,X\P[`

Financial Reporting Principles

Financial Reporting Principles

Investments in subsidiaries are measured at cost. The investments are written down to
fair value when the impairment is not considered to be temporary. Impairment losses are
reversed if the basis for the impairment is no longer present.

Repurchase of share capital is recognized at cost as a reduction in equity
BOEJTDMBTTJåFEBTUSFBTVSZTIBSFT/PHBJOPSMPTTJTSFDPHOJ[FEJOUIF
income statement on the purchase or sale of the company's own shares.

Dividends and other distributions are recognized as income the same year as they are
appropriated in the subsidiary. If the distributed dividend in the subsidiary exceeds
BDDVNVMBUFEQSPåUTJOUIFPXOFSTIJQQFSJPE UIFQBZNFOUJTUSFBUFEBTBSFEVDUJPOPGUIF
carrying value of the investment.

Investment in Group Companies
Amounts in NOK million

Registered
PGæDF

:OHYLOVSKLYZ,X\P[`
Amounts in NOK million

Equity as of December 31, 2016
Share
capital

Number
of shares
held

Percentage
owner- /
voting share

Book
value

Share
capital

Treasury
shares

Hedging
reserve

Retained
earnings

Total

294

0

-25

3,032

3,301

Shares issued to employees
through share purchase program

0

0

0

Share buy back

0

0

0

-187

-187

Loss for the period
Aker Solutions Holding AS
Total investments in group companies

Fornebu, Norway

3,600

30

100%

11,438
11,438

$BTIæPXIFEHF1
Equity as of December 31, 2017

13
294

0

-12

13
2,845

3,127

1) 5IFWBMVFPGJOUFSFTUTXBQBHSFFNFOUTDIBOHJOHJOUFSFTUGSPNæPBUJOHUPåYFEJTSFDPHOJ[FEEJSFDUMZJO
equity and will be released to income together with the corresponding interest expenses.

The board of directors has proposed that no dividend payment be made for
2017 as it was deemed prudent to exercise caution under the current market
uncertainty in the oil and gas industry. This is the same as in the prior year.
See note 3 and 9 for more information about the hedging reserve for interest rate swap
agreements
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Note 7 Borrowings
Financial Reporting Principles
Interest-bearing borrowings are recognized initially at fair value less transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost
with any difference between cost and redemption value being recognized in the income
statement over the period of the borrowings on an effective interest basis.

Norwegian Bonds
The group has a NOK 1,000 million bond loan listed on the Oslo Stock Exchange
EFOPNJOBUFEJO/PSXFHJBO,SPOFS5IFJOUFSFTUSBUFJTUISFFNPOUITæPBUJOHJOUFSCBOL
SBUFT /*#03 QMVTBQSFEFåOFENBSHJO5SVTUFFTFSWJDFTBSFQSPWJEFECZ/PSEJD5SVTUFF
and the loan documentation is based on Nordic Trustee's standard loan agreement
for bond issues. The bond loan is unsecured on a negative pledge basis and includes
no dividend restrictions. Aker Solutions' strategy is to have between 30-50 percent of
CPSSPXJOHTBUåYFEJOUFSFTUSBUFT1BSUTPGUIFFYUFSOBMMPBOTXJUIæPBUJOHJOUFSFTUSBUFT
BSFTXBQQFEUPåYFEJOUFSFTUSBUFTCZNFBOTPGJOUFSFTUSBUFEFSJWBUJWFTUPNBJOUBJOUIF
EFTJSFETQMJUCFUXFFOåYFEBOEæPBUJOHJOUFSFTUSBUFT

Note 7 continues on next page
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.OTEÖÖ"ORROWINGSÖCONT

Bonds and Borrowings
2017
Amounts in NOK million

ISIN NO 0010661051

Currency

Nominal
currency value

NOK

1,000

Total bonds1

Revolving credit facility (NOK 5,000 million)2

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest
coupon

Maturity date
(mm/dd/yy)

Interest terms

1,008

0.79%

4.20%

4.99%

10/09/19

'MPBUJOH . åYNBSHJO

0.89%

1.10%

1.99%

07/03/19

NIBOR + Margin3

1,008

NOK

1,250

1,239

Total credit facility

1,239

Total borrowings

2,247

Current borrowings

12

Non-current borrowings

2,235

Total

2,247

  5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPO /0, NJMMJPOJO CZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO /0,NJMMJPOJO "NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFE 
interest related to the bonds (NOK 18 million in 2016).
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.

Note 7 continues on next page
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.OTEÖÖ"ORROWINGSÖCONT

Bonds and Borrowings
2016

Currency

Nominal
currency value

Carrying
amount (NOK)

Interest rate

Fixed
interest margin

Interest
coupon

Maturity date
(mm/dd/yy)

Interest terms

ISIN NO 0010647431

NOK

1,500

1,505

1.14%

4.25%

5.39%

06/06/17

'MPBUJOH . åYNBSHJO

ISIN NO 0010661051

NOK

1,000

1,007

1.13%

4.20%

5.33%

10/09/19

'MPBUJOH . åYNBSHJO

1.05%

0.85%

1.90%

07/03/19

NIBOR + Margin3

Amounts in NOK million

1

2,512

Total bonds

Revolving credit facility (NOK 5,000 million)2
Total credit facility

NOK

0

-20
-20

Total borrowings

2,492

Current borrowings

1,517

Non-current borrowings
Total

975
2,492

  5IFDBSSZJOHBNPVOUJTDBMDVMBUFECZSFEVDJOHUIFOPNJOBMWBMVFPG/0, NJMMJPOCZUPUBMJTTVFDPTUTSFMBUFEUPUIFOFXåOBODJOHPG/0,NJMMJPO"NPVOUJODMVEFT/0,NJMMJPOPGBDDSVFEJOUFSFTUSFMBUFEUPUIFCPOET
2) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method.
3) The margin applicable to the facility is decided by a price grid based on the gearing ratio. Commitment fee is 35 percent of the margin.

Note 7 continues on next page
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.OTEÖÖ"ORROWINGSÖCONT

Maturity of Bonds and Borrowings
2017
Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010661051

1,008

1,101

25

25

1,051

0

0

Total

1,008

1,101

25

25

1,051

0

0

Revolving credit facility (NOK 5,000 million)2

1,239

1,286

12

12

1,262

0

0

Total borrowings

2,247

2,387

37

37

2,313

0

0

Amounts in NOK million

Carrying amount

5PUBMDBTIçPX1

6 months and less

6-12 months

1-2 years

2-5 years

More than 5 years

ISIN NO 0010647431

1,505

1,539

1,539

0

0

0

0

ISIN NO 0010661051

1,007

1,155

26

27

53

1,049

0

Total

2,512

2,694

1,565

27

53

1,049

0

-20

0

0

0

0

0

0

2,492

2,694

1,565

27

53

1,049

0

2016

Revolving credit facility (NOK 5,000 million)
Total borrowings

 5IFJOUFSFTUDPTUTBSFDBMDVMBUFEVTJOHFJUIFSUIFMBTUåYJOHSBUFLOPXOCZZFBSFOE QMVTBQQMJDBCMFNBSHJO PSUIFDPOUSBDUVBMåYFESBUF XIFOåYFESBUFEFCU 
 5IFDBTIæPXJTCBTFEPOUIFBTTVNQUJPOUIBUUIFOPNJOBMDVSSFODZWBMVFXJMMSFNBJOPO/0, NJMMJPOVOUJMUIFNBUVSJUZPGUIFSFWPMWJOHDSFEJUGBDJMJUZ

See note 3 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖINCOMEÖANDÖEXPENSES
See note 9 FORÖMOREÖINFORMATIONÖABOUTÖTHEÖCOMPANYSÖEXPOSUREÖTOÖINTERESTÖRATESÖANDÖLIQUIDITYÖRISKÖ
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Note 8 Receivables and Borrowings from Group Companies
Financial Reporting Principles
Assets and liabilities are presented as current when they are due within one year or they are part
PGUIFPQFSBUJOHDZDMF0UIFSBTTFUTBOEMJBCJMJUJFTBSFDMBTTJåFEBTOPODVSSFOU$VSSFOUBTTFUT
are valued at the lowest of cost and fair value. Current liabilities are valued at nominal value at the
time of recognition.
Non-current receivables are measured at cost less impairment losses that are not considered to be
temporary. Non-current liabilities are initially valued at transaction value less attributable transaction
cost. Subsequent to initial recognition, interest-bearing non-current borrowings are measured at
amortized cost with any difference between cost and redemption value being recognized in the
income statement over the period of the borrowing on an effective interest basis.

Receivables and Borrowings with Group Companies

Group companies interest-bearing deposits in the cash pool system
Aker Solutions ASAs net borrowings in the cash pool system
Cash in cash pool system
Current interest-bearing receivables from group companies

2017

2016

4,792

4,556

-4,157

-3,094

635

1,461

23

36

301

309

Current interest-bearing borrowings from group companies

-7,145

-7,157

Net interest-bearing borrowings from group companies

-6,821

-6,812

Current non interest-bearing receivables from group companies

9

38

Current non interest-bearing borrowings from group companies

0

-1

Net non interest-bearing receivables from group companies

9

37

-6,176

-5,314

Non-current interest-bearing receivables from group companies

Total net borrowings from group companies

Aker Solutions ASA has two centralised cash pool arrangements
with DNB and Nordea. In addition centralised cash management
arragemnents are set up locally in Malaysia, Brazil and India. The
cash pools and cash management arrangements cover a majority of
the group's geographical footprint and ensure good control and access
to the group’s cash. Participation in the cash pool is vested in the group
QPMJDZBOEEFDJEFECZFBDIDPNQBOZnTCPBSEPGEJSFDUPSTBOEDPOåSNFE
by a statement of participation. Certain entities do not participate in
the cash pool arrangements due to local restrictions. The participants
in the cash pool system are joint and severally liable and it is therefore
JNQPSUBOUUIBU"LFS4PMVUJPOTBTBHSPVQJTåOBODJBMMZWJBCMF"OZEFCJU
balance on a sub-account can be offset against any credit balance in
the cash pool. Hence a debit balance on a sub-account represents a
liability for Aker Solutions ASA and a credit balance on a sub-account
a receivable for Aker Solutions ASA.
The cash pool systems were showing a net balance of NOK 1,461 million
per December 31, 2017. This amount is reported in Aker Solutions ASAs
accounts as short-term borrowings from group companies and as cash
in the cash pool system.

Trade and other receivables are recognized at the original invoiced amount less allowances for
expected losses. Provision for expected losses is considered on an individual basis.

Amounts in NOK million

101

Aker Solutions ASA is the group’s central treasury function and enters
into borrowings and deposit agreements with group companies. Deposits
and borrowings are agreed at market terms and are dependent on the
group companies’ credit rating and the duration of the borrowings.

All current receivables and borrowings are due within one year.
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Note 9-PUHUJPHS9PZR4HUHNLTLU[
and Financial Instruments
*\YYLUJ`9PZR
As of December 31, 2017 Aker Solutions ASA has outstanding foreign exchange contracts
with other entities in the group with a gross total value of approximately NOK 12.5 billion.
Large contracts are hedged back-to-back with external banks, while minor contracts are
hedged based on internal matching principles. Contracts hedged back to back with external
banks represent about 80 percent of the total group exposure, but are limited to a small
number of transactions. Aker Solutions ASA does not apply hedge accounting to any of the
DVSSFODZEFSJWBUJWFT"MMåOBODJBMBTTFUTBOEMJBCJMJUJFTSFMBUFEUPGPSFJHOFYDIBOHFDPOUSBDUT
are revalued at fair value in respect to exchange rate movements each period.
The treasury function within Aker Solutions ASA also has a mandate to hold limited
positions in the currency and interest markets. The mandate has limits that are strictly
EFåOFEBOEJTPQFSBUFEVOEFSBTUSJDUTUPQMPTTSFHJNF0QFOQPTJUJPOTBSFDPOUJOVPVTMZ
monitored on a mark to market basis.
The fair value of foreign exchange forward contracts and options is presented in the
table below.
2017

2016

Assets

Liabilities

Assets

Liabilities

Forward exchange contracts with group companies

150

-220

924

-175

Forward exchange contracts with external counterparts

203

-126

113

-806

Amounts in NOK million

Forward exchange options with external counterparts
Total

0

0

1

-36

353

-346

1,038

-1,017

All instruments are booked at fair value as per December 31.

Note 9 continues on next page
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.OTEÖÖ&INANCIALÖ2ISKÖ-ANAGEMENTÖANDÖ&INANCIALÖ)NSTRUMENTSÖCONT

0U[LYLZ[9H[L9PZR

*YLKP[9PZR

Interest rate swaps are applied to achieve the internal policy that 30-50 percent of the
DPNQBOZTHSPTTFYUFSOBMCPSSPXJOHTIBMMCFBUåYFEJOUFSFTUSBUFT XJUIEVSBUJPONBUDIJOH
the remaining duration of the borrowing. Interest terms on the borrowing are described in
note 7 Borrowings. At year-end, approximately 50 percent of NOK 1,000 million in bonds
XBTåYFEGPSUIFEVSBUJPOPGUIFCPOETUISPVHIJOUFSFTUSBUFTXBQT*OBEEJUJPOUIFSFJTB
ESBXPOUIFSFWPMWFSPO/0, NJMMJPOXJUIæPBUJOHJOUFSFTU

Credit risk relates to loans to subsidiaries, overdraft in the group cash
pool, hedging contracts, guarantees to subsidiaries and deposits with
external banks. Loans to subsidiaries are assessed by the internal credit
committee. Loss provisions are made in situations of negative equity and
XIFSFUIFDPNQBOZJTOPUFYQFDUFEUPCFBCMFUPGVMåMJUTMPBOPCMJHBUJPOT
from future earnings. External deposits and forward contracts are placed
according to a list of approved banks and primarily with banks where
the company also has a borrowing relation. The existence of netting
agreements between Aker Solutions ASA and the related banks reduces
the credit risk.

"UZFBSFOEQFSDFOUPGUIFUPUBMFYUFSOBMMPBOPG/0, NJMMJPOJTBUåYFEJOUFSFTU
rates.
)FEHFBDDPVOUJOHJTBQQMJFEVTJOHUIFDBTIæPXIFEHFBDDPVOUJOHNPEFM5IBUNFBOT
HBJOTBOEMPTTFTPOJOUFSFTUSBUFTXBQTGSPNæPBUJOHUPåYFEJOUFSFTUSBUFTBSFSFDPHOJ[FE
in the hedging reserve in equity. As of December 31, 2017 a net loss of NOK 12 million
(NOK 16 million before tax) is recognized in equity and will be continuously released to the
income statement until the repayment of the borrowings via the mark to market revaluation
process.
The fair value of interest rate swaps is presented in the table below.
2017

Liquidity risk relates to the risk that the company will not be able to meet
its debt and guarantee obligations and is managed through maintaining
TVGåDJFOUDBTIBOEBWBJMBCMFDSFEJUGBDJMJUJFT5IFEFWFMPQNFOUJO
the group's and thereby Aker Solutions ASA's available liquidity is
continuously monitored through weekly and monthly cash forecasts,
annual budgets and long-term planning.

2016

Assets

Liabilities

Assets

Liabilities

*OUFSFTUSBUFTXBQTDBTIæPXIFEHF BHBJOTUFRVJUZ

0

-16

0

-32

Total

0

-16

0

-32

Amounts in NOK million

3PX\PKP[`9PZR

See note 3 FORÖMOREÖINFORMATIONÖABOUTÖÙNANCIALÖINCOMEÖANDÖEXPENSES
See note 7 for more information about borrowings
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Note 10 Guarantees

Note 11 Related Parties

Amounts in NOK million

Parent company guarantees to group companies1
Counter guarantees for bank/surety bonds

104

2

Total guarantee liabilities

2017

2016

57,034

49,579

5,281

5,309

62,315

54,887

1) Parent company guarantees to support subsidiaries in contractual obligations towards customers.
2) #BOLHVBSBOUFFTBOETVSFUZCPOETBSFJTTVFEPOCFIBMGPG"LFS4PMVUJPOTTVCTJEJBSJFT BOEDPVOUFSJOEFNOJåFECZ
Aker Solutions ASA.

Transactions with subsidiaries and related parties are described on a line
CZMJOFCBTJTJOUIFGPMMPXJOHOPUFT

Other services
Financial items

Note 3

Investments

Note 5

Cash pool

Note 8

Receivables and borrowings

Note 8

Foreign exchange contracts
See note 2 for more information about revenue from guarantees

Note 2

Guarantees

Note 9
Note 10

All transactions with related parties are entered into at market rates and
in accordance with the arm's length principle.
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Note 12 Shareholders
Shareholders with more than 1 percent shareholding per December 31 are listed below
2017
Company

Nominee

Aker Kværner Holding AS

Number of shares held

Ownership

110,333,615

40.56%

Folketrygdfondet

17,455,559

6.42%

Aker ASA

17,331,762

6.37%

7FSEJQBQJSGPOEFU%/#

5,831,553

2.14%

Ferd AS

5,500,000

2.02%

JPMorgan Chase Bank, JPMCB RE HB SWED FUN

NOM

3,235,281

1.19%

JPMorgan Chase Bank, S/A ESCROW ACCOUNT

NOM

3,060,628

1.13%

3,005,000

1.10%

NOM

2,989,991

1.10%

Number of shares held

Ownership

110,333,615

40.56%

7&3%*1"1*3'0/%&51"3
JPMorgan Chase Bank, S/A NON-TREATY LENDI
2016
Company

Nominee

Aker Kværner Holding AS
Aker ASA

17,331,762

6.37%

Folketrygdfondet

12,331,732

4.53%

State Street Bank & Trust Company

NOM

Ferd AS

9,784,222

3.60%

5,205,203

1.91%

Morgan Stanley & Co.LLC

NOM

4,467,768

1.64%

+1.PSHBO$IBTFCBOL /"-POEPO/PSEFB3&/0/5SBUZ

NOM

4,363,716

1.60%

State Street Bank & Trust Company

NOM

3,483,280

1.28%

3,397,184

1.25%

3,224,752

1.19%

7FSEJQBQJSGPOEFU"MGSFE#FSH(BNCB
J.P.Morgan Chase Bank N.A.London US RESIDENT NON

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

Independent auditor's report
To the Annual Shareholders' Meeting of Aker Solutions ASA

Report on the Audit of the Financial Statements
Opinion

Basis for opinion

8FIBWFBVEJUFEUIFåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT"4"5IFåOBODJBMTUBUFNFOUT
DPNQSJTF

We conducted our audit in accordance with laws, regulations and auditing standards and
practices generally accepted in Norway, including International Standards on Auditing
("ISAs"). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company and of the Group as required by laws and regulations, and
XFIBWFGVMåMMFEPVSPUIFSFUIJDBMSFTQPOTJCJMJUJFTJOBDDPSEBODFXJUIUIFTFSFRVJSFNFOUT
8FCFMJFWFUIBUUIFBVEJUFWJEFODFXFIBWFPCUBJOFEJTTVGåDJFOUBOEBQQSPQSJBUFUP
provide a basis for our opinion.

•

5IFåOBODJBMTUBUFNFOUTPGUIFQBSFOUDPNQBOZ"LFS4PMVUJPOT"4" UIF$PNQBOZ 
which comprise the balance sheet as at 31 December 2017, the income statement and
DBTIæPXTUBUFNFOUGPSUIFZFBSUIFOFOEFE BOEOPUFTUPUIFåOBODJBMTUBUFNFOUT 
JODMVEJOHBTVNNBSZPGTJHOJåDBOUBDDPVOUJOHQPMJDJFT BOE

•

5IFDPOTPMJEBUFEåOBODJBMTUBUFNFOUTPG"LFS4PMVUJPOT"4"BOEJUTTVCTJEJBSJFT
(the "Group"), which comprise the balance sheet at 31 December 2017, the income
statement and the statement of other comprehensive income, statement of changes
JOFRVJUZ DBTIæPXGPSUIFZFBSUIFOFOEFE BOEOPUFTUPUIFåOBODJBMTUBUFNFOUT 
JODMVEJOHBTVNNBSZPGTJHOJåDBOUBDDPVOUJOHQPMJDJFT

*OPVSPQJOJPO
•

5IFåOBODJBMTUBUFNFOUTBSFQSFQBSFEJOBDDPSEBODFXJUIUIFMBXBOESFHVMBUJPOT

•

5IFBDDPNQBOZJOHåOBODJBMTUBUFNFOUTHJWFBUSVFBOEGBJSWJFXPGUIFåOBODJBMQPTJUJPO
PGUIF$PNQBOZBTBU%FDFNCFS BOEPGJUTåOBODJBMQFSGPSNBODFBOEJUT
DBTIæPXTGPSUIFZFBSUIFOFOEFEJOBDDPSEBODFXJUI/PSXFHJBO"DDPVOUJOH"DUBOE
accounting standards and practices generally accepted in Norway ("NGAAP").

•

5IFBDDPNQBOZJOHDPOTPMJEBUFEåOBODJBMTUBUFNFOUTHJWFBUSVFBOEGBJSWJFXPG
UIFåOBODJBMQPTJUJPOPGUIF(SPVQBTBU%FDFNCFS BOEPGJUTåOBODJBM
QFSGPSNBODFBOEJUTDBTIæPXTGPSUIFZFBSUIFOFOEFEJOBDDPSEBODFXJUI
International Financial Reporting Standards as adopted by the EU ("IFRS").

Key audit matters
Key audit matters are those matters that, in our professional judgment, were of most
TJHOJåDBODFJOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTPGUIFDVSSFOUQFSJPE5IFTFNBUUFST
XFSFBEESFTTFEJOUIFDPOUFYUPGPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTBXIPMF BOEJO
forming our opinion thereon, and we do not provide a separate opinion on these matters.

OFFICES IN:
KPMG AS, a Norwegian limited liability company and member ﬁrm of the
KPMG network of independent member ﬁrms afﬁliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
Statsautoriserte revisorer - medlemmer av Den norske Revisorforening

Oslo
Alta
Arendal
Bergen
Bodø

Elverum
Finnsnes
Hamar
Haugesund
Knarvik

Kristiansand
Larvik
Mo i Rana
Molde
Skien

Sandefjord
Sandnessjøen
Stavanger
Stord
Straume

Tromsø
Trondheim
Tynset
Tønsberg
Ålesund
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Assessment of the carrying value of property, plant and equipment and intangible assets
Refer to note 10 Property, Plant and Equipment, note 11 Intangible Assets and note 12 Impairment of Assets

;OLRL`H\KP[TH[[LY

How the matter was addressed in our audit

The Group's operations are sensitive to certain factors including oil prices which in turn
JNQBDUUIFUJNJOHBOEOBUVSFPGGVUVSFDBQJUBMFYQFOEJUVSFPOFYJTUJOHBOEOFXPJMåFMET
and installations.

0VSBVEJUQSPDFEVSFTJOUIJTBSFBJODMVEFE
•

The economic environment, current long-term assumptions and the Group's business
QMBOTJOEJDBUFUIBUJNQBJSNFOUJTBSJTLSFMBUFEUPTQFDJåDBTTFUT DBTIHFOFSBUJOHVOJUT
and can also impact the assessment of impairment of goodwill.

"TTFTTJOHNBOBHFNFOUTQSPDFTTBOESFTVMUTGPSJEFOUJåDBUJPO DPOTJTUFOUUSFBUNFOU
BOEDMBTTJåDBUJPOPG$(6TUPFOTVSFUIFZXFSFBQQSPQSJBUFBOEJOBDDPSEBODFXJUI
*"4

•

&WBMVBUJOHNBOBHFNFOUTBTTFTTNFOUPGJNQBJSNFOUJOEJDBUPST

•

As of 31 December 2017, the Group has property, plant and equipment of NOK 3 316
million, goodwill of NOK 4 281 million and other intangible assets of NOK 1 533 million.
The Group has recognized an impairment charge in 2017 associated with their property,
plant and equipment and other intangible assets of NOK 84 million and NOK 72 million
respectively.

8IFSFJNQBJSNFOUJOEJDBUPSTXFSFJEFOUJåFEPSXIFSFJNQBJSNFOUUFTUJOHXBTSFRVJSFE 
assessing, with assistance from our valuation specialists, if the models used to
DBMDVMBUFWBMVFJOVTFBSFBQQSPQSJBUFBOENBUIFNBUJDBMMZBDDVSBUF

•

"TTFTTJOHUIFEJTDPVOUSBUFTBQQMJFEGPSFBDIDBTIæPXGPSFDBTUXJUISFGFSFODFUP
BWBJMBCMFNBSLFUEBUB

•

$IBMMFOHJOHNBOBHFNFOUPOUIFUJNJOHPGUIFDBTIæPXT

•

Evaluating the historical accuracy of management’s budgets and forecasts and
DIBMMFOHJOHNBOBHFNFOUPOUIFDVSSFOUZFBSDBTIæPXGPSFDBTUT

•

&WBMVBUJOHBOEDIBMMFOHJOHNBOBHFNFOUPOUIFHSPXUIBTTVNQUJPOTJOUIFDBTIæPX
GPSFDBTUT GPSFDBTUNBSHJOTBOEPSEFSJOUBLF

•

Assessing the calculations and rationale supporting the impairment of tangible and
JOUBOHJCMFBTTFUTJODMVEJOHUFTUJOHTFOTJUJWJUJFTJOUIFNPEFMTBOE

•

&WBMVBUJOHUIFBEFRVBDZBOEBQQSPQSJBUFOFTTPGUIFEJTDMPTVSFTJOUIFåOBODJBM
statements related to the carrying value of intangible assets and property, plant and
equipment and the assumptions applied to the impairment testing.
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Revenue and cost estimates related to construction contracts & service revenue
Refer to note 3 Revenue and note 4 Operating Segments

;OLRL`H\KP[TH[[LY

How the matter was addressed in our audit

Accounting for long term projects and service contracts is considered to be a risk area due
UPUIFTJHOJåDBOUKVEHFNFOUBOEFTUJNBUJPOBQQMJFECZNBOBHFNFOUBTXFMMBTUIFEFHSFF
of complexity of the contracts currently in the portfolio.

0VSBVEJUQSPDFEVSFTJOUIJTBSFBJODMVEFE
•

Corroborating the revenue forecasts with reference to signed contracts and variation
PSEFST

The key judgements and estimates applied by management include their assessment of
the stage of project completion as well as assessing the estimated future contract revenue
and cost outcomes. Revenue and cost outcomes factored in management's forecasts
JODMVEF

•

3FWJFXJOHUIFUFSNTBOEDPOEJUJPOTPGTJHOJåDBOUDPOUSBDUTBOEDPNQBSJOHUIFTFUP
NBOBHFNFOUTBTTFTTNFOUPGUIFDPOUSBDUGPSFDBTUT

•

Evaluating management's process for assessing the stage of completion and the
NFUIPEBQQMJFE

•

Challenging management on estimated recovery of incentive payments, incentives
linked to key performance indicators and recognition of liquidated damages by
reference to contractual terms and conditions and other correspondence with
DVTUPNFST

•

Reviewing and discussing project reports and other assessments with management
BOEDPNQBSJOHDVSSFOUGPSFDBTUTUPIJTUPSJDBMPVUDPNFTXIFSFSFMFWBOU

•

Assessing the ability to recover amounts accrued under service contracts compared to
historical recovery rates and the assessments made by management over the current
CBMBODF

•

Challenging management on the estimate of cost to complete and the risk assessment
SFMBUFEUPGPSFDBTUDPTU

•

Evaluating the calculation of project revenue and cost and amounts due to and from
DVTUPNFSTJOSFMBUJPOUPUIFTUBHFPGDPNQMFUJPOBOEGPSFDBTUTBOE

•

&WBMVBUJOHUIFBEFRVBDZBOEBQQSPQSJBUFOFTTPGUIFEJTDMPTVSFTJOUIFåOBODJBM
statements related to revenue from construction contracts and service contracts.

•

JODFOUJWFQBZNFOUT

•

LFZQFSGPSNBODFJOEJDBUPST

•

MJRVJEBUFEEBNBHFTBOE

•

expected total cost to complete.

Additionally management exercises judgement in their assessment of the recoverability of
revenue accruals related to service contracts.
For the year ended 31 December 2017, the Group has recognized construction revenue of
NOK 12 147 million and service revenue of NOK 9 977 million.
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Other information

Auditor's Responsibilities for the Audit of the Financial Statements

Management is responsible for the other information. The other information comprises the
JOGPSNBUJPOJODMVEFEJOUIF"OOVBM3FQPSU XJUIUIFFYDFQUJPOPGUIFåOBODJBMTUBUFNFOUT
and the Independent auditor's report.

0VSPCKFDUJWFTBSFUPPCUBJOSFBTPOBCMFBTTVSBODFBCPVUXIFUIFSUIFåOBODJBMTUBUFNFOUT
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with laws,
regulations, and auditing standards and practices generally accepted in Norway, including
ISAs, will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in aggregate, they could
SFBTPOBCMZCFFYQFDUFEUPJOæVFODFUIFFDPOPNJDEFDJTJPOTPGVTFSTUBLFOPOUIFCBTJT
PGUIFTFåOBODJBMTUBUFNFOUT

0VSPQJOJPOPOUIFåOBODJBMTUBUFNFOUTEPFTOPUDPWFSUIFPUIFSJOGPSNBUJPOBOEXFEP
not express any form of assurance conclusion thereon, with the exception of our report on
Other Legal and Regulatory Requirements below.
*ODPOOFDUJPOXJUIPVSBVEJUPGUIFåOBODJBMTUBUFNFOUT PVSSFTQPOTJCJMJUZJTUPSFBEUIF
other information and, in doing so, consider whether the other information is materially
JODPOTJTUFOUXJUIUIFåOBODJBMTUBUFNFOUTPSPVSLOPXMFEHFPCUBJOFEJOUIFBVEJUPS
otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of the Board of Directors and the
*OPLM,_LJ\[P]L6ɉJLYMVY[OL-PUHUJPHS:[H[LTLU[Z
5IF#PBSEPG%JSFDUPSTBOEUIF$IJFG&YFDVUJWF0GåDFS NBOBHFNFOU BSFSFTQPOTJCMFGPS
the preparation in accordance with laws and regulations including fair presentation of the
åOBODJBMTUBUFNFOUTPGUIF$PNQBOZJOBDDPSEBODFXJUI/(""1 BOEGPSUIFQSFQBSBUJPO
BOEGBJSQSFTFOUBUJPOPGUIFåOBODJBMTUBUFNFOUTPGUIF(SPVQJOBDDPSEBODFXJUI*'34 
and for such internal control as management determines is necessary to enable the
QSFQBSBUJPOPGåOBODJBMTUBUFNFOUTUIBUBSFGSFFGSPNNBUFSJBMNJTTUBUFNFOU XIFUIFSEVF
to fraud or error.
*OQSFQBSJOHUIFåOBODJBMTUBUFNFOUT NBOBHFNFOUJTSFTQPOTJCMFGPSBTTFTTJOHUIF
Company's and the Group's ability to continue as a going concern, disclosing, as
BQQMJDBCMF NBUUFSTSFMBUFEUPHPJOHDPODFSO5IFåOBODJBMTUBUFNFOUTPGUIFQBSFOU
company use the going concern basis of accounting insofar as it is not likely that the
FOUFSQSJTFXJMMDFBTFPQFSBUJPOT5IFåOBODJBMTUBUFNFOUTPGUIF(SPVQVTFUIFHPJOH
concern basis of accounting unless management either intends to liquidate the Group or
to cease operations, or has no realistic alternative but to do so.

As part of an audit in accordance with laws, regulations, and auditing standards and
practices generally accepted in Norway, including ISAs, we exercise professional judgment
BOENBJOUBJOQSPGFTTJPOBMTDFQUJDJTNUISPVHIPVUUIFBVEJU8FBMTP
*EFOUJGZBOEBTTFTTUIFSJTLTPGNBUFSJBMNJTTUBUFNFOUPGUIFåOBODJBMTUBUFNFOUT XIFUIFS
due to fraud or error. We design and perform audit procedures responsive to those risks,
BOEPCUBJOBVEJUFWJEFODFUIBUJTTVGåDJFOUBOEBQQSPQSJBUFUPQSPWJEFBCBTJTGPSPVS
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.
•

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

•

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

•

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
FYJTUTSFMBUFEUPFWFOUTPSDPOEJUJPOTUIBUNBZDBTUTJHOJåDBOUEPVCUPOUIF$PNQBOZnT
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
åOBODJBMTUBUFNFOUTPS JGTVDIEJTDMPTVSFTBSFJOBEFRVBUF UPNPEJGZPVSPQJOJPO0VS
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to
continue as a going concern.
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•

•

&WBMVBUFUIFPWFSBMMQSFTFOUBUJPO TUSVDUVSFBOEDPOUFOUPGUIFåOBODJBMTUBUFNFOUT 
JODMVEJOHUIFEJTDMPTVSFT BOEXIFUIFSUIFåOBODJBMTUBUFNFOUTSFQSFTFOUUIF
underlying transactions and events in a manner that achieves fair presentation.
0CUBJOTVGåDJFOUBQQSPQSJBUFBVEJUFWJEFODFSFHBSEJOHUIFåOBODJBMJOGPSNBUJPOPG
the entities or business activities within the Group to express an opinion on the
DPOTPMJEBUFEåOBODJBMTUBUFNFOUT8FBSFSFTQPOTJCMFGPSUIFEJSFDUJPO TVQFSWJTJPO
and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with the Board of Directors regarding, among other matters, the planned
TDPQFBOEUJNJOHPGUIFBVEJUBOETJHOJåDBOUBVEJUåOEJOHT JODMVEJOHBOZTJHOJåDBOU
EFåDJFODJFTJOJOUFSOBMDPOUSPMUIBUXFJEFOUJGZEVSJOHPVSBVEJU
We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
From the matters communicated with the Board of Directors, we determine those matters
UIBUXFSFPGNPTUTJHOJåDBODFJOUIFBVEJUPGUIFåOBODJBMTUBUFNFOUTPGUIFDVSSFOU
period and are therefore the key audit matters. We describe these matters in our auditor's
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected
UPPVUXFJHIUIFQVCMJDJOUFSFTUCFOFåUTPGTVDIDPNNVOJDBUJPO
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Report on Other Legal and Regulatory Requirements
Opinion on the Board of Directors' report
#BTFEPOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTEFTDSJCFEBCPWF JUJTPVSPQJOJPOUIBU
the information presented in the Board of Directors' report, including the statements
PODPSQPSBUFHPWFSOBODFBOEDPSQPSBUFTPDJBMSFTQPOTJCJMJUZ DPODFSOJOHUIFåOBODJBM
TUBUFNFOUTBOEUIFHPJOHDPODFSOBTTVNQUJPOJTDPOTJTUFOUXJUIUIFåOBODJBMTUBUFNFOUT
and complies with the law and regulations.

Opinion on Accounting Registration and Documentation
#BTFEPOPVSBVEJUPGUIFåOBODJBMTUBUFNFOUTBTEFTDSJCFEBCPWF BOEDPOUSPM
procedures we have considered necessary in accordance with the International Standard
on Assurance Engagements 3000, «Assurance Engagements Other than Audits or
Reviews of Historical Financial Information», it is our opinion that management has
GVMåMMFEJUTEVUZUPQSPEVDFBQSPQFSBOEDMFBSMZTFUPVUSFHJTUSBUJPOBOEEPDVNFOUBUJPO
of the Company's accounting information in accordance with the law and bookkeeping
standards and practices generally accepted in Norway.

Oslo, 21 March 2018
KPMG AS

Julie Berg
State Authorised Public Accountant
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Alternative Performance
Measures
Aker Solutions discloses alternative
performance measures in addition
to those normally required by IFRS
as such performance measures
are frequently used by securities
ANALYSTS ÖINVESTORSÖANDÖOTHERÖ
interested parties.
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Alternative performance measures are meant to provide an
LUOHUJLKPUZPNO[PU[V[OLVWLYH[PVUZÄUHUJPUNHUKM\[\YL
prospects of the company.

Projects
Amounts in NOK million

7YVÄ[4LHZ\YLZ
EBITDA and EBIT terms are presented as they are used by
åOBODJBMBOBMZTUTBOEJOWFTUPST4QFDJBMJUFNTBSFFYDMVEFEGSPN
EBITDA and EBIT as alternative measures to provide enhanced
JOTJHIUJOUPUIFåOBODJBMEFWFMPQNFOUPGUIFCVTJOFTTPQFSBUJPOT
and to improve comparability between different periods.
EBITDA

EBIT

Margins

Special items

is short for earnings before interest, taxes,
depreciation and amortization. EBITDA
corresponds to the “operating income before
depreciation, amortization and impairment”
in the consolidated income statement in the
annual report.
is short for earnings before interest and taxes.
EBIT corresponds to “operating income” in the
consolidated income statement in the annual
report.
such as EBITDA margin and EBIT margin is
VTFEUPDPNQBSFSFMBUJWFQSPåUCFUXFFOQFSJPET
EBITDA margin and EBIT margin are calculated
as EBITDA or EBIT divided by revenue.

Revenue

Aker Solutions

2017

2016

2017

2016

2017

2016

2017

2016

17,660

20,627

4,560

5,001

240

-71

22,461

25,557

Non-qualifying hedges

0

0

0

0

-24

26

-24

26

Gain/loss sale of PPE

0

-36

0

0

0

0

0

-36

Other

0

13

0

0

0

0

0

13

Sum of special items excluded from revenue

0

-23

0

0

-24

26

-24

3

17,660

20,604

4,560

5,001

216

-45

22,436

25,560

1,217

1,547

605

601

-303

-219

1,519

1,929

Revenue ex. special items

EBITDA
Onerous lease cost

-3

2

0

0

42

80

40

82

Restructuring cost

78

76

3

17

6

70

86

163

Non-qualifying hedges

0

0

0

0

10

-44

10

-44

Gain/loss sale of PPE

0

-36

0

0

0

0

0

-36

Transaction costs and other

0

13

0

0

10

14

10

27

75

55

3

17

68

120

146

193

EBITDA ex. special items

1,292

1,602

607

618

-234

-98

1,665

2,121

EBITDA margin

6.9%

7.5%

13.3%

12.0%

6.8%

7.5%

EBITDA margin ex. special items

7.3%

7.8%

13.3%

12.4%

7.4%

8.3%

608

478

429

454

-466

-245

571

687

75

55

3

17

68

120

146

193

Sum of special items excluded from EBITDA

EBIT
Sum of special items excluded from EBITDA

may not be indicative of the ongoing operating
SFTVMUPGDBTIæPXTPGUIFDPNQBOZ1SPåU
measure excluding special items is presented
as an alternative measures to improve
comparability of the underlying business
performance between the periods.

Other/
eliminations

Services

112

90

464

0

0

66

0

156

464

Sum of special items excluded from EBIT

Impairments

165

519

3

17

135

120

302

657

EBIT ex. special items

773

997

432

471

-331

-124

874

1,343

EBIT margin

3.4%

2.3%

9.4%

9.1%

2.5%

2.7%

EBIT margin ex. special items

4.4%

4.8%

9.5%

9.4%

3.9%

5.3%
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6YKLY0U[HRL4LHZ\YLZ

Financing Measures

Order intake, order backlog and book-to-bill ratios are presented
as alternative performance measures, as they are indicators of the
company’s revenues and operations in the future.

"MUFSOBUJWFåOBODJOHBOEFRVJUZNFBTVSFTBSFQSFTFOUFEBTUIFZBSFJOEJDBUPSTPGUIF
DPNQBOZnTBCJMJUZUPPCUBJOåOBODJOHBOETFSWJDFJUTEFCUT

6YKLYPU[HRL

6YKLYIHJRSVN

includes new signed contracts in the period
in addition to expansion of existing contracts.
For construction contracts, the order intake is
based on the signed contract value excluding
potential options and change orders. For service
contracts, the order intake is based on the
FTUJNBUFEWBMVFPGåSNQFSJPETJOUIFDPOUSBDUT
represents the estimated value of remaining
work on signed contracts.

Gross Debt and Net
interest-bearing debt

are measures that shows the overall debt situtation. Net
debt is calculated by netting the value of a company's
liabilities and debts with its cash and other similar shortUFSNåOBODJBMBTTFUT

Amounts in NOK million

Current borrowings

2017

2016

539

2,110

Non-current borrowings

2,576

1,844

Gross debt

3,114

3,954

-128

-437

Current interest-bearing receivables
Non-current interest-bearing receivables1
Cash and cash equivalents
Net debt

-39

-34

-1,978

-2,480

970

1,002

1) Non-current interest-bearing receivables are included in Other non-current assets in consolidated balance sheet.

Net current operating
HZZL[Z5*6(VY
^VYRPUNJHWP[HS

is a measure of the current capital necessary to maintain
operations. Working capital includes trade receivables,
trade payables, accruals, provisions and current tax assets
and liabilities.

Amounts in NOK million

Inventory
Trade and other receivables
Current tax assets
Trade and other payables
Provisions
Current tax liabilities
Net current operating assets (NCOA)

2017

2016

428

575

6,843

7,398

174

242

-7,304

-8,002

-942

-1,087

-43

-30

-844

-904
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Our Vision
A leader in forging a sustainable future for the
global energy industry and the world it serves.
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Key Figures
Projects
Amounts in NOK million

Revenue
EBITDA
EBITDA margin
EBITDA ex. special items1
EBITDA margin ex. special items1
Depreciation, amortization and impairment
EBIT
EBIT margin
EBIT ex. special items1
EBIT margin ex. special items1
Net financial items
FX on disqualified hedging instruments
Income (loss) before tax
Income tax
Net income (loss)

1H 2020

1H 2019

2019

Amounts in NOK million

11,871

14,781

29,263

Revenue

1H 2020

1H 2019

2019

9,177

11,967

23,253

381

1,257

2,244

EBITDA

3.2%

8.5%

7.7%

EBITDA margin

667

1,266

2,316

EBITDA ex. special items1

5.6%

8.6%

7.9%

EBITDA margin ex. special items1

6.2%

8.0%

7.7%

-1,145

-834

-1,539

Order intake

9,030

6,343

14,029

16,050

19,311

15,887

1H 2020

1H 2019

2019

2,667

2,802

5,995

148

391

721

5.5%

14.0%

12.0%

-764

423

705

-6.4%

2.9%

2.4%

74

655

1,081

0.6%

4.4%

3.7%

-273

-208

-535

1

-8

-0

-1,036

206

170

Revenue

135

-68

-87

EBITDA

-901

137

83

Order backlog

406

947

1,736

4.4%

7.9%

7.5%

573

953

1,780

Services
Amounts in NOK million

EBITDA margin

Net income (loss) ex. special items1

-219

327

353

EBITDA ex. special items1

204

397

740

Earnings per share (NOK)

-3.38

0.43

0.15

EBITDA margin ex. special items1

7.6%

14.2%

12.3%

Earnings per share (NOK) ex. special items1

-0.87

1.13

1.54

Order intake

4,532

2,877

5,365

10,887

10,275

9,613

1) Excludes special items, including impairments, restructuring charges, gain/loss on sale of PPE and impact of
currency derivatives not qualifying for hedge accounting. For more information on special items see section
on alternative performance measures on page 30.

Order backlog

11,871
Revenue
NOK million

381
EBITDA

NOK million

AKER SOLUTIONS 3
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Key Developments
Key Financial Developments
Aker Solutions’ revenue decreased to NOK 11.9 billion in the first half
of 2020 from NOK 14.8 billion a year earlier. Earnings before interest,
taxes, depreciation and amortization (EBITDA) decreased to NOK
381 million in the period from NOK 1,257 million a year earlier. The
EBITDA margin decreased to 3.2 percent in the first half from 8.5
percent a year earlier. Excluding special items, EBITDA was NOK
667 million in the first half compared with NOK 1,266 million a year
earlier and the EBITDA margin was 5.6 percent versus 8.6 percent.
Impairment cost of NOK 551 million was recognized in the first half
of 2020, compared to impairment cost of NOK 223 million a year
earlier. Earnings per share (EPS) was negative NOK 3.38 in the period
compared with positive NOK 0.43 a year earlier. Excluding special
items, the EPS was negative NOK 0.87 in the first half compared to
positive NOK 1.13 in the same period in 2019.
The company has two reporting segments: Projects and Services.
Revenue in Projects decreased to NOK 9.2 billion in the first half from
NOK 12 billion a year earlier amid generally lower market activity.
The EBITDA margin was 4.4 percent in the period compared with
7.9 percent a year earlier. Revenue in Services decreased to NOK
2.7 billion in the first half from NOK 2.8 billion a year earlier, primarily
driven by lower activity. The EBITDA margin decreased to 5.5 percent
in the period from 14.0 percent a year earlier, due to restructuring
costs and a change of activity mix somewhat mitigated by strong
operational performance.
The company’s order intake was NOK 13,6 billion in the first half,
compared with NOK 9.3 billion a year earlier. This brought the order
backlog to NOK 26,9 billion at the end of June against NOK 29.5

4
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billion a year earlier. The backlog is based on the value of signed
contracts and the estimated value of firm periods in framework
agreements and service contracts. The estimated value of options
is not included.
Aker Solutions’ order intake in the first half of the year was impacted
by the COVID-19 outbreak and sharp decline in oil prices, which
led operators to delay sanctioning and reduce spending plans.
The volume of contract awards increased towards the end of the
period, in part supported by temporary measures by the Norwegian
parliament to boost activity on the Norwegian Continental Shelf.
Early in the year, the company signed a five-year contract extension
to provide offshore maintenance and modification services to Brunei
Shell Petroleum. In January, Aker Solutions also secured the FEED
for the electrification of the Troll B and C platforms in the North Sea.
This is an important contract that confirms Aker Solutions’ strategic
ambition towards the energy transition and reducing CO2 emissions.
In March, Aker Solutions signed a 20-year exclusive agreement to
provide umbilicals for Chevron-operated oil and gas fields in the Gulf
of Mexico. The award includes a first call-off to deliver 44 kilometers of
umbilicals to Chevron’ Anchor project. In June, another umbilical award
was secured from Subsea 7 for Murphy Exploration and Production
Company’s King’s Quay development in the Gulf of Mexico.
In June, Aker Solutions received letters of intent from Equinor to
deliver subsea production systems for the Askeladd and Breidablikk
developments on the Norwegian Continental Shelf. Aker Solutions
also signed a two-year contract extension for maintenance and

modifications for Aker BP’s Ula, Skarv, Valhall and Tambar
fields offshore Norway.
Aker Solutions continued to experience a strong demand
for its front-end engineering capabilities, winning 89 study
awards in the first half for projects in Norway, the UK, the
US, Australia and Malaysia. This is an increase from 74
study awards during the same period in 2019.
The company’s liquidity reserves at the end of June included
cash and bank deposits of NOK 2.5 billion. Undrawn and
committed long-term revolving bank credit facilities were
NOK 3.0 billion and the total liquidity buffer was NOK 5.5
billion. Net current operating assets were NOK 920 million
at the end of June versus NOK 731 million a year earlier.
The company’s working capital is likely to fluctuate with
large project work and is expected to continue to trend
around the NOK 1.0 billion level going forward.

Aker Solutions continued to
experience a strong demand
for its front-end engineering
capabilities, winning 89 study
H^HYKZPU[OLÄYZ[OHSM
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Key Operational Developments
The impact from the COVID-19 pandemic and a steep decline in
oil demand and commodity prices, led to a significant slowdown
in activity levels in the first half of 2020.
The company introduced measures to protect the health and safety
of people, which included temporarily closing some sites and
introducing home office solutions for thousands of employees. The
measures were sufficient to keep up productivity and the company
managed to complete several important deliveries during the first
half of the year. Key deliveries included 11 manifolds and associated
subsea equipment to Equinor’s Askeladd, Troll and Johan Castberg
projects, and subsea equipment and umbilicals to CNOOC’s Lingshui
and Liuhua developments.
The oil price decreased more than 65 percent in the first quarter
of 2020 and the pandemic had significant adverse effects on the
global economy. Oil companies responded by cutting investment
plans by 20 to 30 percent, on average. The sanctioning of several
expected projects was delayed and some cancelled.
In response to new market conditions, Aker Solutions announced
in April further measures to reduce cost and protect the company’s
balance sheet. The measures include temporary and permanent
lay-offs, removing contractors, site closures and freezing pay levels.
The cost-cutting initiatives aim to reduce the fixed cost-level by
about NOK 1 billion on an annualized basis. At the end of June the
company had achieved about 90 percent progress on this initiative.
The company also cut capex investments by 40 percent from the
2019 level, to NOK 500 million in 2020.

The focus on low carbon and renewable solutions was reinforced
by a clear increase in the number of studies where CO2 reduction
is either part of the scope or the main purpose of the study. A
total of 20 out of the 89 studies were related to renewables and
low carbon. In addition, Aker Solutions received funding from the
Norwegian Research Council for development of its blue hydrogen
solutions. Blue hydrogen is also the main focus of the hydrogen
production unit (HPU) testing by Preem in their facility in Lysekil,
Sweden where Aker Solutions participates with the mobile test unit
(MTU) to capture the CO2 from the flue gas resulting from the gas
reforming process of the HPU.
Aker Solutions also experienced strong interest in its carbon capture,
utilization and storage (CCUS) solutions. In June, the company
signed an agreement with Norcem, a subsidiary of German cement
producer, HeidelbergCement, as a firm step towards the engineering,
procurement and construction (EPC) delivery of a carbon capture
plant at Norcem’s cement plant in Brevik, Norway. The plant is
part of the Norwegian carbon capture demonstration project to be
funded by the Norwegian government. Parliament is expected to
take the final decision to realize the full-scale project in the national
budget for 2021.

In the first half of 2020, Aker Solutions made changes to the
executive management team. Egil Bøyum was appointed
Special Advisor to Chief Executive Officer, Luis Araujo. Geir
Glømmi replaced Egil as Head of Greenfield Projects on an
acting interim basis. On June 2, Aker Solutions announced
that Chief Financial Officer, Ole Martin Grimsrud, had given
notice that he would leave the company on September 1,
2020 to pursue other opportunities. Aker Solutions has
initiated the process to find his successor.
Aker Solutions decreased its permanent workforce from
about 16,000 at the end of June last year to about 13,000
in June 2020. At the same time the number of contractors
was reduced from 5,500 to about 2,300. Maintaining a
flexible workforce protects permanent employees as project
requirements fluctuate.
The governments in some countries introduced measures
for temporary layoffs and furlough to help companies during
the COVID-10 pandemic. In Norway, the US and the UK,
Aker Solutions has about 600 employees on temporary
leave as of the end of June.

Aker Solutions is a signatory member of the UN Global Compact
and is committed to its 10 principles. Aker Solutions supports
the UN Sustainable Development Goals and has prioritized nine
goals. Additional information on Aker Solutions’ sustainability and
human rights initiatives is available on the company’s website
www.akersolutions.com/sustainability

AKER SOLUTIONS 5
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Health, Safety, Security and Environment
In the first half of 2020, the HSSE function focused on managing the
global COVID-19 pandemic. The pandemic has impacted all of Aker
Solutions’ global operations. This required the mobilization of the
crisis management team under the HSSE function leadership in close
liaison with the individual country management teams. The crisis
management team demobilized in mid-April 2020. The HSSE function
is still working closely with the individual country management teams
and ensuring that Aker Solutions is demonstrating the correct level of
care to all employees. At the end of the first half, 127 Aker Solutions
employees had at one point been infected by COVID-19, with the
majority of these cases (100+) coming from Brazil.
Aker Solutions is committed to a goal of zero harm to people, assets
and the environment. The cornerstone of this objective is a strong,
structured and companywide HSSE system, setting clear standards
for HSSE management and leadership. Regular audits aim to identify,
isolate and help address potential shortcomings. Aker Solutions is
focused on continuous improvement and learning throughout the
organization and the HSSE system is a key enabler in the quest for
ever more stringent standards. At Aker Solutions, the HSSE culture
is founded on the principle that HSSE is the personal responsibility
of every employee.
The company investigates all incidents at a level appropriate to
the actual or potential outcome in order to learn and improve. The
company had 10 recordable injuries in the first half of 2020. This is
down from 33 in the same period last year. Most of the cases were
related to movement, construction and manual handling aspects
resulting in cuts, pinches, strains or foreign objects in the eye. The
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total recordable injury frequency (TRIF) reduced to 0.90 in the first
half of 2020 compared to 1.95 in the same period a year earlier.
During the first six months of 2020, four serious incidents occurred
in operations, resulting in a serious incident frequency (SIF) of 0.23
compared to 0.57 in June last year. Dropped objects continues to
be the main contributing event. Both frequencies are 12-month
rolling and per million worked hours, which means the number of
incidents in the second half of 2019 affects the frequency number
of the first half of 2020. The numbers include subcontractors under
our direct management. Sick leave increased slightly to 2.83 from
2.6 percent. Sick leave is calculated 12 months rolling.
To strengthen the culture further and improve the company’s HSSE
performance, Aker Solutions continues to follow the International
Association of Oil and Gas Producers (IOGP) Lifesaving Rules which
were introduced in March 2019.
In January 2020, Aker Solutions entered into a collaboration
agreement with Equinor, Kvaerner, Aibel and Rosenberg Worley
with the goal of learning, collaboration and establishing a 2025
goal that will improve the industry’s HSSE performance. As part
of this agreement, the quarterly HSSE mindset program has been
standardized with the collaboration partners in order to share a
common message with all front-line staff. In the second half of the
year, the focus will be on Line of Fire and Working Environment.
The company communicates on a regular basis to its global workforce
HSSE information on personal zero targets and risk awareness.
The company continuously works to identify, analyze and mitigate
intentional security threats to personnel and assets. The company

did not experience any serious security incidents in the
first half of 2020.
Aker Solutions also measures the company’s CO2 emission
intensity. As of end June, the key performance indicator
was at 644 tonnes CO2 per million-man hours (12 months
rolling average). This is a significant reduction on the same
period last year, 815 tonnes, due to vastly reduced numbers
of people travelling during the COVID-19 situation.

Aker Solutions is committed
to a goal of zero harm to
people, assets and the
LU]PYVUTLU[
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2.83

HSE Performance Indicators*

3.5

Sick leave

3

Percent

2.5
2

0.9

1.5
1
0.5

Total Recordable Injury
Frequency (TRIF)

0
2015

2016

2017

2018

2019

2020 (YTD)

Sick leave %
Total recordable incidents per million worked hours
Serious Incident Frequency

* Starting from 2018, Aker Solutions has begun to use the serious incident frequency (SIF) to focus on the occurrence of high-risk incidents. These are incidents
where the actual or potential consequence is high or extreme.

0.23
Serious Incident
Frequency (SIF)
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Outlook
In 2020, oil companies responded to the unprecedented market
situation and COVID-19 pandemic by cutting investment plans by
20 to 30 percent, on average. The sanctioning of several expected
projects was delayed, and some cancelled. During the second
quarter, several countries lifted the lock-down of societies, after
containing or beating the spread of the virus. At the same time,
oil markets started to rebalance following OPEC+ production cuts
and some increase in demand following easing of the lock-downs.
At the end of the second quarter, the outlook and discussions with
customers are more constructive again, supported by oil prices that
are back at USD 40 dollar levels.
Projects going ahead in international markets in the near to medium
term are typically tie-back and infill projects or the most mature/
advanced projects. Government relief measures are also having a
positive effect on accelerating project sanctioning. This is particularly
true for the home market of the Norwegian Continental Shelf (NCS),
where Aker Solutions has a strong position. The measures for the oil
and gas industry has already led to accelerated project sanctioning
on the NCS during a critical period for the supplier industry and
there is likely more to come.
The market outlook for suppliers to transition-related projects, such
as carbon capture, offshore wind and projects for the decarbonization
of the oil and gas industry remains encouraging and activity is
increasing. These markets are less impacted by the capex cuts in
the oil industry and many customers are outside oil and gas.

8
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Aker Solutions is well positioned to enable oil and gas operators
to meet their decarbonization and net zero emission targets. The
majors have not included capex cuts for items in their transformation
agenda, and Aker Solutions expects the transition to low-carbon
and renewables to accelerate. Industry downturns are often followed
by structural transformations across market segments and players,
and increased industry consolidation.
As markets slowed down, so did tendering activity in the second
quarter. Aker Solutions is currently bidding for contracts totaling
about NOK 42 billion, compared with about NOK 55 billion a year
ago. The largest portion of the tender volume remains within the
subsea area. Further key projects could be awarded this year within
all segments, including renewals of frame agreements for brownfield.

Aker Solutions is well
positioned to enable oil
and gas operators to meet
their decarbonization and
UL[aLYVLTPZZPVU[HYNL[Z
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Risk Factors
Aker Solutions’ global footprint, operations and exposure to energy
markets provide both opportunities and risks that may affect the
company’s operations, performance, finances, reputation and share
price. Through its business, Aker Solutions is exposed to legal,
regulatory and political risks, decisions on environmental regulation
and international sanctions that impact supply and demand, as well
as risks associated with unethical and criminal behavior such as
cyber-security attacks. The annual report for 2019 provides more
detailed information on inherent risks and uncertainties.
The COVID-19 pandemic and associated market turmoil during 2020
have made the following risks more predominant:
 Operational risks: The pandemic caused disruptions to the

operations of Aker Solutions and threatened the health of its
personnel. The manufacturing and service sites were impacted
by reduced personnel or closure, and many employees were
working from home. Despite challenges in own operations and
in the supply chain, Aker Solutions was able to deliver on key
milestones during the period. Pandemic outbreaks and other
natural disasters could also occur in the future and may impact
Aker Solutions.

company assets and liabilities. The main uncertainties include
delivering on the company’s international growth ambitions,
entry and establishment in new growth markets, and delivering
a competitive cost base.

to ensure continued access to liquidity. The revolving
credit facility and the group’s cash reserve is currently
assessed as sufficient, provided that there will be no
draw-stop imposed on the revolving credit facility.

 Climate change: The company is exposed to risks and opportunities

Aker Solutions is committed to an active policy of risk
management and will take mitigating actions to increase
flexibility in its operations by driving down costs, building a
sustainable global workforce, and investing to develop as
a supplier to sustainable energy solutions such as floating
offshore wind and low carbon technologies. A focus on
standardization, simplification and continuous improvement
in productivity is central to these efforts.

stemming from climate change and the energy transition to
renewables and a lower carbon economy. This includes changes
in global demand, energy prices and environmental requirements
that could increase costs, reduce demand for the company’s
offerings, reduce revenue and limit certain growth opportunities.
Risks are mitigated or turned into opportunities by investing in or
transforming existing technology and services into sustainable
energy such as floating offshore wind and technology to reduce
emissions such as carbon capture and storage.
 Credit risk: As a result of the COVID-19 situation and general

market uncertainties, credit risk has increased in most industries.
The additional factors of volatile commodity prices and an
increasing transition towards greener energy, credit risk has
increased more in the oil and gas industry than in other industries.
Due to a predominance of large international oil companies with
a relatively low credit risk in its customer base, the exposure of
Aker Solutions to this increased credit risk is limited.

Fornebu, July 14, 2020
The Board of Directors and CEO of Aker Solutions ASA

 Market outlook: The sharp decline in oil prices, which led

operators to delay sanctioning and reduce spending plans, has
consequences for Aker Solutions and for the oil and gas industry
at large. It may cause consolidations, bankruptcies and other
changes to the supplier industry. Market developments may
lead to capacity adjustments and changes in the valuation of

 Liquidity risk: The current market uncertainty as a result of the

COVID-19 pandemic has increased the liquidity risk, as the future
operating cashflows may develop negatively. The development
of the debt covenants is closely monitored, and management is
in close dialog with the lending banks and financial institutions

AKER SOLUTIONS 9

Integrity is at the core of our
values. Wherever we operate. It
guides how we connect with our
customers and our health, safety,
security and environment mindset.
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Declaration by the Board of Directors and CEO
The board and CEO have today reviewed and approved the condensed, consolidated financial statements
for the six months ending June 30, 2020 for Aker Solutions.

To the best of our knowledge:
 The half-year 2020 financial statements have been prepared in accordance with IAS 34 Interim Financial

Reporting.
This declaration is based on information received by the Board through reports and statements from the
CEO and CFO as well as other information essential to assess the company’s results and financial position.

 The half-year 2020 financial statements give a true and fair view of the company’s assets, liabilities

and financial position in addition to the development and results of the company taken as a whole.
 The half-year 2020 financial statements give a true and fair overview of important events that have

occurred during the period and their impact on the financial statements, the most significant risks and
uncertainties facing the company and significant related party transactions.

Fornebu, July 14, 2020
Board of Directors and CEO of Aker Solutions ASA

Øyvind Eriksen
Chairman

Koosum Kalyan
Director

Kristian Røkke
Director

Birgit Aagaard-Svendsen
Director

Henrik O. Madsen
Director

Atle Teigland
Director

Hilde Karlsen
Director

Audun Bråthen
Director

Luis Araujo
$IJFG&YFDVUJWF0GåDFS
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Figures and Notes

Aker Solutions Group
The subtotals and totals in some of the tables may not equal
the sum of the amounts shown due to rounding. The periodic
figures are not audited, except the annual 2019 figures that
have been derived from the audited financial statements.
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Income Statement
Condensed consolidated income statement

NOK million.

Revenue

Note

3, 4

Operating expenses
Operating income before depreciation, amortization and impairment

1H 2020

1H 2019

2019

11,871

14,781

29,263

-11,490

-13,524

-27,019

4

381

1,257

2,244

6,7

-594

-611

-1,234

Impairments

8

-551

-223

-304

Operating income

4

-764

423

705

Interest income

5

51

28

57

Interest expenses

5

-251

-244

-508

Net other financial items

5

-72

0

-84

-1,036

206

170

Depreciation and amortization

Income before tax
Income tax

135

-68

-87

Net income

-901

137

83

-919

118

41

18

19

41

-901

137

83

-3.38

0.43

0.15

Net income attributable to:
Equity holders of the parent company
Non-controlling interests
Net income

Earnings per share in NOK (basic and diluted)

9
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Other Comprehensive Income (OCI)
Condensed consolidated statement of other comprehensive income

NOK million.

1H 2020

1H 2019

2019

Net income

-901

137

83

Other comprehensive income:
Items that are or may be reclassiﬁed subsequently to proﬁt or loss:
Cashflow hedges, effective portion of changes in fair value

-69

58

124

Cashflow hedges, reclassification to income statement

21

-77

-98

Cashflow hedges, deferred tax

11

4

-7

Translation differences - foreign operations

281

-177

80

Total

244

-192

98

Remeasurements of defined pension obligations

0

0

-109

Remeasurements of defined pension obligations, deferred tax asset

0

0

24

Total

0

0

-85

-657

-55

96

-683

-72

55

26

17

41

-657

-55

96

Items that will not be reclassiﬁed to proﬁt or loss:

Total comprehensive income (loss)
Total comprehensive income attributable to:
Equity holders of the parent company
Non-controlling interests
Total comprehensive income (loss)
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Balance Sheet
Condensed consolidated balance sheet

NOK million.

Note

June 30, 2020

June 30, 2019

December 31, 2019

NOK million.

Note

June 30, 2020

June 30, 2019

December 31, 2019

Property, plant and equipment

6

2,905

2,916

3,065

Total equity attributable to the parent

9

6,532

7,044

Intangible assets

7

5,423

5,578

5,710

Non-controlling interests

9

78

123

97

11

3,494

3,848

3,628

Total equity

6,610

7,167

7,231

Right-of-use assets

1,121

751

871

Lease receivables

Deferred tax asset
11

755

665

663

Other investments

15

92

157

93

Other non-current assets

14

370

168

268

14,161

14,084

14,298

Total non-current assets

Non-current borrowings

10

4,580

2,714

3,280

Non-current lease liabilities

11

4,799

5,029

4,889

Pension obligations

656

562

663

Deferred tax liabilities

242

211

269

3

14

22

10,280

8,530

9,123

Other non-current liabilities
Current tax assets
Inventories
Trade receivables

93

92

120

270

353

369

3,617

4,063

3,182

Customer contract assets and other
receivables

4,868

4,147

4,846

Prepayments

1,536

1,918

1,564

204

86

156

Derivative financial instruments
Interest-bearing receivables

140

122

130

2,460

2,228

1,898

Total current assets

13,188

13,009

12,265

Total assets

27,349

27,092

26,563

Cash and cash equivalents

7,134

Total non-current liabilities

Current tax liabilities

221

79

81

Current borrowings

10

242

865

217

Current lease liabilities

11

608

556

571

555

582

521

Trade payables

3,087

2,087

2,000

Other payables

5,084

6,364

6,021

516

730

677

Provisions

Customer contract liabilities
Derivative financial instruments

144

132

121

Total current liabilities

10,458

11,396

10,209

Total liabilities and equity

27,349

27,092

26,563
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$BTIæPX
#ONDENSEDÖCONSOLIDATEDÖSTATEMENTÖOFÖCASHÚOW
NOK million.

Note

1H 2020

1H 2019

2019

-901

137

83

Cashﬂow from operating activities

Adjustments for:
Income tax
Net financial cost
(Profit) loss on foreign currency forward contracts

Other (profit) loss on disposals and non-cash effects
Net income after adjustments

Note

1H 2020

1H 2019

2019

Acquisition of property, plant and equipment

6

-269

-184

-599

Payments for capitalized development

7

-119

-79

-228

Acquisition of subsidiaries, net of cash acquired

0

-35

-35

Proceeds from sale of property, plant and equipment

0

2

33

-88

-57

-64

-4

-76

-151

Cashﬂow from investing activities

Net income

Depreciation, amortization and impairment

NOK million.

6, 7, 8

-135

68

87

273

208

535

-1

8

0

1,145

834

1,539

-31

-12

-99

350

1,245

2,145

Change in interest-bearing receivables
Acquisition of shares and funds
Sale of shares and funds
Cash collection from lease receivables

11

Net cash from investing activities
Changes in operating assets and liabilities
Cash generated from operating activities
Interest paid
Interest received
Income taxes paid
Net cash from operating activities

-364

-1,178

-1,202

-14

67

943

16

16

62

113

-417

-351

-916

Cashﬂow from ﬁnancing activities
Proceeds from borrowings

10

1,505

1,001

1,784

-257

-274

-572

Repayment of borrowings

10

-156

-326

-1,190

71

54

132

Payment of lease liabilities

11

-306

-270

-559

-51

-95

-184

-50

0

0

-251

-248

319

19

0

-48

Acquisition of non-controlling interests
Net purchase of treasury shares and share purchase program
Other financing activities
Net cash from ﬁnancing activities

16 AKER SOLUTIONS

0
63

0

0

-1

1,012

405

-14

Effect of exchange rate changes on cash and bank deposits

218

-51

37

Net increase (decrease) in cash and bank deposits

562

-245

-575

Cash and cash equivalents at the beginning of the period

1,898

2,473

2,473

Cash and cash equivalents at the end of the period

2,460

2,228

1,898
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Equity
Condensed consolidated statement of changes in equity

NOK million.

Equity as of January 1, 2019

Share
capital

Treasury
share
reserve

Retained
earnings

Hedging
reserve

Translation
reserve

Pension
reserve

Equity
attributable
to parent

Noncontrolling
interests

Total
equity

7,252

294

-1

5,692

-8

1,240

-71

7,147

106

Net income

0

0

118

0

0

0

118

19

137

Other comprehensive income

0

0

0

-16

-175

0

-190

-2

-193

Total comprehensive income

0

0

118

-16

-175

0

-72

17

-55

Other changes to equity

0

0

-31

0

0

0

-31

0

-31

Equity as of June 30, 2019

294

-1

5,780

-23

1,065

-71

7,044

123

7,167

Equity as of December 31, 2019

294

0

5,666

11

1,320

-156

7,134

97

7,231

Net income

0

0

-919

0

0

0

-919

18

-901

Other comprehensive income

0

0

0

-37

273

0

236

8

244

Total comprehensive income

0

0

-919

-37

273

0

-683

26

-657

Acquisition of non-controlling interests

0

0

-5

0

0

0

-5

-45

-50

Correction of opening balance related to IFRS 16 leases

0

0

102

0

0

0

102

0

102

0

0

-16

0

0

0

-16

0

-16

294

0

4,828

-27

1,593

-156

6,532

78

6,610

Taxes on equity transactions
Equity as of June 30, 2020

w
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Notes
Note 1 General

Note 2 Basis for Preparation

Aker Solutions is global provider of products, systems and services to the oil and gas industry. The company has about
13,000 own employees and is present in 25 countries. The main office is at Fornebu, Norway. Aker Solutions ASA is a
Norwegian limited liability company listed on the Oslo Stock Exchange under the ticker AKSO.

Statement of Compliance

The consolidated financial statements of Aker Solutions ASA incorporate the financial statements of the company and
its subsidiaries collectively referred to as “the group” or “the company” and separately as group companies. The parent
company Aker ASA publishes consolidated financial statements. The Resource Group TRG AS is the ultimate parent
company of Aker Solutions ASA. The half-year financial statements are unaudited.

Aker Solutions’ half-year financial statements have been prepared in accordance with IAS 34 Interim Financial Reporting
and are unaudited. The accounting principles used in the half-year financial statements are consistent with those used in
the 2019 Annual Report. As the half-year financial statements do not include all the information and disclosures required
in the annual report, they should be read in conjunction with the 2019 Annual Report available at www.akersolutions.com.

Judgments and Estimates
The preparation of the half-year financial statements in conformity with IAS 34 Interim Financial Reporting requires
management to make judgments, estimates and assumptions each reporting period that affect the income statement
and balance sheet. The accounting estimates will by definition seldom precisely match actual results. The judgments
and estimates are based on historical experience or other factors, including expectations of future events that are
believed to be reasonable under the circumstances. Changes to accounting estimates are recognized in the period in
which the estimate is revised and any subsequent periods the change relates to.
In preparing these half-year financial statements, significant judgments made by management in applying the group’s
accounting policies and the key sources of uncertainty in the estimates were consistent with those described in the
2019 Annual Report available on www.akersolutions.com.
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Note 3 Revenue
The following tables show the revenue from customer contracts by type and per country. Revenue figures include
only external revenues. Revenue per country is based on location of the selling company.
Amounts in NOK million

1H 2020

1H 2019

Projects - Subsea

4,204

Projects - Field Design

4,916

IFRS 15 revenue included in Projects operating segment
IFRS 15 revenue included in Services operating segment
IFRS 15 revenue included in Other segment
Total revenue from customer contracts (IFRS 15)
Operating lease revenue and other
Total revenue

2019

Amounts in NOK million

4,730

9,151

Norway

7,174

13,948

Malaysia

9,120

11,903

23,099

2,663

2,800

5,986

24

18

35

11,807

14,721

1H 2020

1H 2019

2019

7,020

8,837

17,354

872

1,200

2,370

UK

867

1,931

3,606

Brazil

670

942

2,070

USA

517

615

972

29,120

Angola

505

457

1,030

Brunei

64

60

143

11,871

14,781

29,263

401

394

806

Other countries

1,017

404

1,056

Total revenue

11,871

14,781

29,263
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Note 4 Operating Segments
Aker Solutions’ operations are managed through value-chain based delivery centers. Early customer engagement and project execution are
reported in the Projects segment whereas life-of-field offerings are reported in Services.

Projects
The Projects segment provides subsea equipment and systems, engineering and procurement in addition to frame agreements for brownfield
maintenance, modifications and hook-up. The objective of the segment is to deliver world-class project execution by building excellence in
project management, engineering, fabrication and offshore construction.

Services
The Services segment provides subsea lifecycle services (SLS) and production asset services (PAS). The objective of the segment is to grow
a focused service business and position Aker Solutions as a key partner of choice for customers.

Other
The Other segment includes unallocated corporate costs, leasing of property shared across segments and the effect of hedges not qualifying
for hedge accounting.

Accounting principles
The accounting principles of the operating segments are generally the same as described in the annual report. As noted in the annual report,
the operating segments apply hedge accounting independently of whether the hedge qualifies for hedge accounting or not in accordance
with IFRS. When contract revenues and contract costs are denominated in a foreign currency, the subsidiary hedges the exposure against
corporate treasury. A correction for the non-qualifying hedges and elimination of internal transactions are made in the consolidated financial
statements. This means that the group’s segment report reflects both internal and external hedges before any adjustment for non-qualifying
hedges and before internal transactions are eliminated in the Other segment.
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Segment performance
Amounts in NOK million

1H 2020

1H 2019

2019

Amounts in NOK million

Income statement

Balance Sheet

Revenue

Net current operating assets (NCOA)

Projects
Services
Total operating segments
Other
Eliminations
Total

9,177

11,967

1H 2020

1H 2019

2019

23,253

Projects

91

-66

-239

Services

479

936

844

Total operating segments

569

870

606

2,667

2,802

5,995

11,844

14,769

29,248

81

77

176

Other

351

-139

176

Total

920

731

781

-54

-65

-160

11,871

14,781

29,263
Refer to alternative performance measure for further information on NCOA.

Operating income before depreciation, amortization and impairment (EBITDA)
Projects

406

947

Services

148

391

1,736
721

Total operating segments

554

1,338

2,457

Other

-173

-82

-213

Total

381

1,257

2,244

Operating income (EBIT)
Projects

-357

469

837

Services

-111

242

399

Total operating segments

-467

711

1,236

Other

-297

-288

-531

Total

-764

423

705
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Note 5 Finance Income and Expenses
Amounts in NOK million

1H 2020

1H 2019

2019

Interest income on lease receivables

19

17

33

Other interest income

32

10

24

Interest income

51

28

57

Interest expense on lease liabilities

-117

-120

-237

Interest expense on financial liabilities measured at amortized cost

-128

-116

-255

-6

-8

-16

-251

-244

-508

-47

-4

-107

1

-8

0

Interest expense on financial liabilities measured at fair value
Sum interest expense

Net foreign exchange gain (loss)
Profit (loss) on foreign currency forward contracts
Other finance income

5

18

42

Other financial expenses

-31

-6

-19

Net other ﬁnance items

-72

0

-84

-272

-217

-535

Net ﬁnance cost
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Note 6 Property, Plant and Equipment
Amounts in NOK million

Balance as of December 31, 2019

Note 7 Intangible Assets

Buildings
and sites

Machinery and
equipment

Under
construction

Total

Amounts in NOK million

1,123

1,447

495

3,065

Balance as of December 31, 2019

Additions

1

15

253

269

Reclassifications from assets under construction

7

199

-206

0

Depreciation

-27

-209

0

-236

Impairment

-6

-75

0

-81

-87

-4

-21

-112

1,010

1,373

522

2,905

Currency translation differences
Balance as of June 30, 2020

Goodwill

Development

Other intangible
assets

Total

4,324

1,324

61

5,710

Capitalized development

0

119

0

119

Amortization

0

-116

-15

-131

-104

-272

0

-376

48

53

1

102

4,269

1,107

47

5,423

Impairment
Currency translation differences
Balance as of June 30, 2020
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Note 8 Impairment of Assets
Assets in Cash Generating Units (CGU)

The COVID-19 pandemic and the challenging commodity price environment in 2020 has created unprecedented
uncertainty with negative impact on both activity and financial performance at Aker Solutions. These events have also
impacted the long-term market outlook. The company has completed an assessment of impairment indicators and
performed an impairment test for those assets and cash generating units (CGUs) where impairment indicators have
been identified. Impairment of assets of NOK 551 million was recognized in the first-half of 2020.

Impairment indicators has been reviewed for the company’s CGUs with assessment of market conditions, cost
development, technological development, change in order backlog, change in discount rate and other elements that
may impact the value of the assets in the CGU. The company completed impairment tests using the value-in-use
approach for those CGUs where impairment triggers were identified. The testing resulted in impairment of NOK 115 million
related to one CGU. The remaining book value of fixed and intangible assets of the impaired CGU was NOK 49 million.

Individual assets
Goodwill

Each property, plant, equipment and right-of-use asset has been assessed for impairment triggers to identify assets
that are damaged or will no longer be fully used. Capitalized development is assessed for impairment triggers to
identify development programs where the technological development or market outlook for that specific technology
no longer justify the book value.

Due to the global market disruption as a result of the commodity price development and the COVID-19 pandemic, the
company has performed an impairment test of its goodwill. The following assumptions were used:
 Updated forecast of five-year cashflows in the period 2020-2024 based on firm orders in the backlog, identified
prospects, expected service revenue and expected cost levels
 Updated post-tax WACC of 9.6 percent (8.6 percent at year-end 2019) for Projects, and 9.8 percent (8.8 percent
at year-end 2019) for Services.
 A growth rate of 1.5 percent was used for both segments (same as year-end 2019)

The testing resulted in impairment of certain assets. The market outlook for some capitalized development projects
had a negative development in the period, which resulted in an impairment. Further, the company decided to close the
Sandnessjøen plant and updated the assessment of potential sub-leases for emptied parts of leased buildings in the
period, which resulted in impairment of right-of-use lease assets. Some fixed assets were also impaired. In total, the
individual asset testing resulted in impairment of NOK 436 million.

No impairment was identified in the goodwill testing.
Note 8 continues on next page

The table below summarizes the impairments identified in the individual asset and CGU testing:
Projects
Amounts in NOK million

Impairment of intangible assets
Impairment of property, plant and equipment
Impairment of right-of-use assets
Total impairments
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1H 2020

Services

1H 2019

2019

1H 2020

Other

1H 2019

2019

1H 2020

Total

1H 2019

2019

1H 2020

1H 2019

2019

254

2

2

119

0

0

2

0

0

376

2

2

50

0

25

11

0

14

20

5

7

81

5

46

59

74

53

2

19

54

34

123

150

94

216

257

363

76

80

132

19

68

56

128

157

551

223

304
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Multiple sensitivity tests have been run on the key assumptions in the value-in-use calculations to address the current
uncertainty in the oil service market. Applying the following changes in key assumptions did not result in any impairment:
 decrease the long-term growth rate to zero
 Increase post-tax WACC by 2 percentage points
 Decrease forecasted cash-flows in all years (including terminal value) by 20 percent

Future cash flows are uncertain as they are impacted by market developments beyond Aker Solutions’ control. The
development of the long-term oil price impacts the investment levels in capex and maintenance projects by the oil
companies, which in turn impacts the order intake in Aker Solutions. Due to the high level of uncertainties at the time
this report was finalized, there is significant uncertainty related to the long-term impact on the market and future
cashflows of the company.

Note 9 Share Capital and Equity
Aker Solutions ASA was founded May 23, 2014 with a nominal share capital of NOK 293,807,940. The total outstanding
shares are 272,044,389 shares at par value NOK 1.08 per share at June 30, 2020. All issued shares are fully paid.
Aker Solutions ASA holds 101,636 treasury shares as of June 30, 2020. Treasury shares are not included in the weighted
average number of ordinary shares. Earnings per share have been calculated based on an average of 271,942,753
shares outstanding June 30, 2020.
The General Meeting on April 21, 2020 decided that no dividend payment is made for 2019 as it was deemed prudent
to exercise caution and conserve cash amid continued uncertainty about the market outlook.

AKER SOLUTIONS 25

HALF-YEAR RESULTS 2020 | FIGURES AND NOTES

Note 10 Borrowings

Note 11 Leasing

Interest bearing borrowings are recognized initially at fair value less transaction costs and subsequent at amortized cost.

The company leases a number of office buildings in addition to manufacturing and service sites. The company also
leases machines and vehicles. All contracts that contain a lease are recognized on the balance sheet as a right-of-use
asset and lease liability, except short-term and low-value leases. The right-of-use asset is depreciated over the lease
term and is subject to impairment testing. Sub-leases covering the major part of the lease term in the head-lease are
classified as finance sub-leases.

Amounts in NOK million

Bond - ISIN NO 0010661051

Maturity

October 2019

June 30,
2020

June 30,
2019

Dec 31,
2019

0

732

0

Bond - ISIN NO 0010814213

July 2022

1,501

1,500

1,503

Bond - ISIN NO 0010853286

June 2024

992

992

993

Brazilian Development Bank EXIM and capex loans

Within one year

209

114

194

Brazilian Development Bank EXIM and capex loans

More than one year

116

262

221

1,994

-22

582

Revolving Credit Facility1
Other loans and amortization effects
Total borrowings

March 2023

10

2

4

4,823

3,579

3,497

The movement in the right-of-use assets and lease liabilities during the period is summarized below.

Right-of-use assets

Total

Lease
liabilities

Lease
receivable
(sub-lease)

4

3,628

5,460

784

0

127

149

148

-6

-3

-227

n/a

n/a

-94

0

0

-94

n/a

n/a

Interest expense/sub-lease interest
income

n/a

n/a

n/a

n/a

117

19

Lease payments/sub-lease payments

n/a

n/a

n/a

n/a

-423

-82

61

-1

0

60

105

17

3,482

10

2

3,494

5,407

886

Land and
building

Machinery
and vehicles

Others

3,608

16

126

1

-219

Impairments

Amounts in NOK million

Balance as of December 31, 2019
Additions

Current borrowings
Non-current borrowings
Total borrowings

242
4,580
4,823

865
2,714
3,579

217
3,280
3,497

1) The carrying amount includes fees for establishing the credit facility which is deferred according to the amortized cost method

Borrowings are measured at amortized cost and interest rate variations will not affect the valuation as they are held to
maturity. The bonds were issued in the Norwegian bond market. The fair value of the bonds were NOK 2,164 million
per June 30, 2020, compared to carrying amount of NOK 2,494 million. The fair value of the bonds per December 31,
2019 was NOK 2,551 million compared to carrying amount of NOK 2,496 million.
As of June 30, 2020 Aker Solutions is in compliance with financial covenants in all loan agreements. As a preemptive
measure Aker Solutions has close dialogue with core lenders to protect the liquidity reserve and ensure continued
availability of credit facilities in case the market further deteriorates.
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Depreciation expense

Currency translation differences
Balance as of June 30, 2020
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Note 12 Provisions
Warranties

Onerous
contracts

Balance as of December 31, 2019

182

Change in the period

-26

Amounts in NOK million

Currency translation
Balance as of June 30, 2020

Restructuring

Other

Total

196

8

135

521

-80

130

6

30

2

1

0

1

5

158

117

138

142

555

The provision for warranties relates to expected re-work and improvements for products and services delivered to
customers. The warranty period is normally two to five years. The provision is based on the historical average warranty
expenses for each type of equipment and an assessment of the value of delivered products and services currently in
the warranty period.
The onerous contracts provision includes customer contracts with expected losses upon completion. The provision
is sensitive to changes in assumptions related to expected future revenue and expense on the customer contract.
The restructuring provision relates to expected employee costs for permanent and temporary redundancies as a result
of the COVID-19 pandemic and the general market uncertainties. Other provisions relate to other liabilities with uncertain
timing or amount, including provisions for claims, leasehold dilapidations and certain employee benefits.
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Note 13 Related Parties
Related parties’ relationships are defined to be entities outside the Aker Solutions group that are under control (either
directly or indirectly), joint control or significant influence by the owners of Aker Solutions. Related parties are in a position
to enter into transactions with the company that would potentially not be undertaken between unrelated parties. All
transactions in the Aker Solutions group with related parties have been based on arm’s length terms.

Related Party Transactions Included in Balance Sheet

The largest shareholder of Aker Solutions is Aker Kværner Holding AS which is controlled by Aker ASA (70 percent).
Aker ASA is controlled by The Resource Group TRG AS, a company controlled by Kjell Inge Røkke. The Resource
Group TRG AS is the ultimate parent company of Aker Solutions ASA. In this respect, all entities owned by Aker ASA
and entities which Kjell Inge Røkke and his close family controls through The Resource Group TRG AS are considered
related parties to Aker Solutions. These entities include companies like Akastor, Kvaerner and Aker BP and are referred
to as Aker entities in this note. Non-controlling interests with significant influence are also considered as related parties.

Right-of-use (ROU) assets

Below is a summary of transactions and balances between Aker Solutions group and its related parties.

1H 2020

2019

Operating revenues

2,094

2,202

Operating expenses

-154

-63

-386

Depreciation and impairment of ROU assets

-136

-140

-217

-20

-27

-53

Net financial items
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3,983

June 30, 2019

December 31, 2019

1,075

1,292

1,187

188

220

189

Trade receivables

674

584

286

Non-current interest-bearing receivables

194

121

98

Lease receivable, short term

67

60

61

Non-current leasing liabilities

-1,280

-1,366

-1,313

-16

-57

-34

-8

-1

-1

-109

-121

-108

Current interest-bearing loans
1H 2019

June 30, 2020

Lease receivable, long term

Trade payables

Related Party Transactions Included in Income statement
Amounts in NOK million

Amounts in NOK million

Current leasing liabilities

Aker Solutions has several transactions with related parties on a recurring basis as part of normal business such as
commercial customer contracts, sub-supplier contracts and hire of technical and project personnel between Aker
Solutions, Aker BP and Kvaerner. Aker Solutions is also leasing property from and to related parties.
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Note 14 Equity-Accounted Investments
Joint ventures are those entities where the company has joint control and rights to net assets. Associates are those
entities where the company has significant influence, but not control or joint control (usually between twenty and fifty
percent of voting power). Interests in associates and joint ventures are accounted for using the equity method. The
book value of equity-accounted investments was:
Amounts in NOK million

Joint ventures

June 30, 2020

June 30, 2019

December 31, 2019

24

3

15

Associates

125

1

130

Total

149

4

146

Note 15 Other Investments
Other investments include investments in entities which the company does not have significant influence, usually where
the company holds less than twenty percent of the voting power. Such investments are designated as equity securities
at fair value through other comprehensive income as they represent long-term strategic investments. The company had
invested NOK 92 million in unlisted shares at June 30, 2020 compared to NOK 157 million at June 30, 2019 and NOK
93 million at December 31, 2019. These shares are measured at cost less impairment, as this is the best estimate of
fair value. There is no quoted market prices or other information available to measure fair value.
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Alternative Performance Measures
Aker Solutions discloses alternative performance measures in addition to those normally required by IFRS as such
performance measures are frequently used by securities analysts, investors and other interested parties. Alternative
performance measures are meant to provide an enhanced insight into the operations, financing and future prospects
of the company.

1SPæU.FBTVSFT
EBITDA and EBIT terms are presented as they are used by financial analysts and investors. Special items are excluded
from EBITDA and EBIT as alternative measures to provide enhanced insight into the financial development of the
business operations and to improve comparability between different periods.

EBITDA

is short for earnings before interest, taxes, depreciation and amortization. EBITDA
corresponds to the “operating income before depreciation, amortization and impairment”
in the consolidated income statement in the annual report.

EBIT

is short for earnings before interest and taxes. EBIT corresponds to “operating income” in
the consolidated income statement in the annual report.

Margins

such as EBITDA margin and EBIT margin are used to compare relative profit between periods.
EBITDA margin and EBIT margin are calculated as EBITDA or EBIT divided by revenue.

Special items

may not be indicative of the recurring operating results or cash flows of the company.
Profit measures excluding special items are presented as alternative measures to improve
comparability of the underlying business performance between the periods.
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Amounts in NOK million

Revenue

Projects

Services

Other / eliminations

2Q 2020

2Q 2019

1H 2020

1H 2019

2Q 2020

2Q 2019

1H 2020

1H 2019

2Q 2020

Aker Solutions

2Q 2019

1H 2020

1H 2019

2Q 2020

2Q 2019

1H 2020

1H 2019

14,781

4,058

6,015

9,177

11,967

1,281

1,503

2,667

2,802

22

8

28

12

5,361

7,525

11,871

Non-qualifying hedges

0

0

0

0

0

0

0

0

2

0

-7

1

2

0

-7

1

Sum of special items excluded from revenue

0

0

0

0

0

0

0

0

2

0

-7

1

2

0

-7

1

4,058

6,015

9,177

11,967

1,281

1,503

2,667

2,802

24

8

21

13

5,363

7,525

11,864

14,782

233

470

406

947

85

205

148

391

-87

-52

-173

-82

232

623

381

1,257

35

5

167

6

41

6

56

6

41

0

50

1

117

10

272

13

Non-qualifying hedges

0

0

0

0

0

0

0

0

-8

-4

1

-6

-8

-4

1

-6

Other special items

0

0

0

-0

0

0

0

0

13

-0

13

2

13

-0

13

2

35

5

167

6

41

6

56

6

45

-4

64

-3

121

6

286

9

268

475

573

953

126

210

204

397

-41

-56

-109

-85

353

629

667

1,266

Revenue ex. special items
EBITDA
Restructuring cost

Sum of special items excluded from EBITDA
EBITDA ex. special items
EBITDA margin

5.7%

7.8%

4.4%

7.9%

6.6%

13.6%

5.5%

14.0%

4.3%

8.3%

3.2%

8.5%

EBITDA margin ex. special items

6.6%

7.9%

6.2%

8.0%

9.8%

14.0%

7.6%

14.2%

6.6%

8.4%

5.6%

8.6%

EBIT

47

189

-357

469

12

122

-111

242

-122

-213

-297

-288

-63

98

-764

423

Sum of special items excluded from EBITDA

35

5

167

6

41

6

56

6

45

-4

64

-3

121

6

286

9

-10

76

363

76

9

19

132

19

3

126

56

128

3

221

551

223

Impairments
Sum of special items excluded from EBIT

25

80

529

82

50

25

188

25

49

122

120

125

124

228

838

232

EBIT ex. special items

72

270

173

550

63

147

77

267

-73

-91

-177

-163

62

325

74

655

EBIT margin

1.1%

3.1%

-3.9%

3.9%

1.0%

8.1%

-4.2%

8.6%

-1.2%

1.3%

-6.4%

2.9%

EBIT margin ex. special items

1.8%

4.5%

1.9%

4.6%

4.9%

9.8%

2.9%

9.5%

1.1%

4.3%

0.6%

4.4%

Table continues on next page
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Amounts in NOK million

Aker Solutions
2Q 2020

2Q 2019

1H 2020

1H 2019

-171

-11

-901

137

124

228

838

232

11

5

-1

8

Tax effects on special items

-21

-52

-154

-50

Net income ex. special items

-56

169

-219

327

-6

-18

-18

-19

-63

151

-237

308

Net income
Sum of special items excluded from EBIT
Non-qualifying hedges

Net income to non-controlling interests
Net income ex. non-controlling interests
Average number of shares (in 1,000)

271,943

271,533

271,943

271,533

Earnings per share1

-0.65

-0.11

-3.38

0.43

Earnings per share ex. special items2

-0.23

0.56

-0.87

1.13

1) Earnings per share is calculated using net income, adjusted for non-controlling interests, divided by average number of shares
2) Earnings per share ex. special items is calculated using net income ex. special items, adjusted for non-controlling interests, divided by
average number of shares
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Order Intake Measures
Order intake, order backlog and book-to-bill ratios are presented as alternative performance measures, as they are
indicators of the company’s revenues and operations in the future.

Order intake

includes new signed customer contracts in the period in addition to expansion of
existing contracts. For construction contracts, the order intake includes the value of
signed contracts and options, and value of agreed change orders. It does not include
potential options and change orders. For service contracts, the order intake is based
on estimated customer revenue in periods that are firm in the contracts.

Order backlog

represents the estimated value of remaining work on signed customer contracts. The
order backlog does not include parts of the Services segment, which is short-cycled
or book-and-turn in nature. The order backlog does also not include potential growth
or value of options in existing contracts.

Book-to-bill ratio

is calculated as order intake divided by revenue in the period. A book-to-bill ratio higher
than 1 means that the company has secured more contracts in the period than what
has been executed in the same period.

2Q 2020

Amounts in NOK million

Order
intake

Revenue

2Q 2019

Book-to-bill

Order
intake

Revenue

Book-to-bill

Projects - Subsea

2,967

1,895

1.6

1,846

2,343

0.8

Projects - Field Design

3,365

2,164

1.6

999

3,680

0.3

Other/eliminations

-1

-1

15

-8

Projects

6,331

4,058

1.6

2,860

6,015

0.5

Services

614

1,281

0.5

902

1,503

0.6

26

22

60

8

6,971

5,361

3,822

7,525

Other/eliminations
Aker Solutions

1.3

0.5
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Financing Measures
Alternative financing and equity measures are presented as they are indicators of the company’s ability to obtain
financing and service its debts.

Liquidity buffer

Amounts in NOK million

Cash and cash equivalents

(available liquidity) is a measure of available cash and is calculated
by adding together the cash and cash equivalents and the unused
credit facility.

June 30, 2020

June 30, 2019

2,460

2,228

Credit facility (unused)

3,000

5,000

Liquidity buffer

5,460

7,228

Net current operating assets (NCOA) or
working capital

Projects

Amounts in NOK million

Current tax assets

June 30,
2020

Services

June 30,
2019

June 30,
2020

Aker Solutions

June 30,
2019

June 30,
2020

June 30,
2019

52

43

0

1

93

92

108

175

160

177

270

353

Customer contract assets and other
receivables

2,596

1,952

1,024

1,108

4,868

4,147

Trade and other receivables

2,767

3,870

2,763

2,484

3,617

4,063

416

915

500

403

1,536

1,918

Inventory

Prepayments
Current tax liabilities

0

0

-64

-66

-221

-79

-374

-471

-21

1

-555

-582

Trade payables

-1,658

-1,910

-2,420

-2,015

-3,087

-2,087

Other payables

-3,407

-4,045

-1,409

-1,124

-5,084

-6,365

-408

-595

-53

-31

-516

-730

91

-66

479

936

920

731

Provisions

Customer contract liabilities
Net current operating assets (NCOA)
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is a measure of the current capital necessary to maintain operations.
Working capital includes trade receivables, trade payables, accruals,
provisions and current tax assets and liabilities.
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Net interest-bearing debt to EBITDA
(leverage ratio)

is a key financial measure that is used to assess the borrowing capacity of
a company. The ratio shows how many years it would take for a company
to pay back its debt if net debt and EBITDA are held constant. The ratio
is one of the debt covenants of the company.

Amounts in NOK million

Non-current borrowings
Current borrowings

The ratio is calculated as net interest-bearing debt (total principal debt
outstanding less unrestricted cash) divided by EBITDA. If a company has
more cash than debt, the ratio can be negative. The leverage ratio for
Aker Solutions does not include the effects of IFRS 16 Leasing, as the
debt covenants are based on frozen GAAP.
Further, the EBITDA is calculated based on the last four quarter period and
it excludes certain special items as defined in the loan agreements, such
as restructuring of offices (onerous leases) and other restructuring costs.

June 30, 2020

June 30, 2019

4,580

2,714

242

865

Cash and cash equivalents

-2,460

-2,228

Net interest-bearing debt

2,362

1,351

1,368

2,203

Trailing four quarters:
EBITDA
IFRS 16 effects excl. onerous lease cost

567

285

EBITDA excl. IFRS 16 effects and onerous lease cost

801

1,918

Onerous lease cost (IAS 17)
Restructuring cost
Non-qualifying hedges
Adjusted EBITDA

Net interest-bearing debt to EBITDA (leverage ratio)

0

15

330

41

7

-10

1,138

1,963

2.1

0.7
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Contact
Aker Solutions ASA
Oksenøyveien 8, 1366 Lysaker

Postal address:
P.O. Box 169
NO-1325 Lysaker

Telephone:
+47 67 51 30 00

Web:
www.akersolutions.com

COPYRIGHT AND LEGAL NOTICE
Copyright in all published material including photographs, drawings and images in this publication remains vested in Aker Solutions and third party contributors
to this publication as appropriate. Accordingly, neither the whole nor any part of this publication can be reproduced in any form without express prior permission.
Articles and opinions appearing in this publication do not necessarily represent the views of Aker Solutions. While all steps have been taken to ensure the accuracy
of the published contents, Aker Solutions does not accept any responsibility for any errors or resulting loss or damage whatsoever caused and readers have the
responsibility to thoroughly check these aspects for themselves. Enquiries about reproduction of content from this publication should be directed to Aker Solutions.
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4

Board of Directors' report 2019
Operational highlights
Order intake worth a total of NOK 6.9 billion secured,
including:
A strategic breakthrough for our Renewables area
securing the contract for the Hywind Tampen offshore
wind project, worth NOK 1.5 billion. The scope includes
the delivery of 11 ﬂoating concrete hulls for the
turbines, in addition to marine operations
Awarded the ﬁrst contract in onshore market outside
oil and gas sector, worth NOK 200 million, to install
new equipment for the production line B at Hydro’s
aluminium plant at Husnes, Norway
Assisting Equinor with the offshore hook-up work
to prepare Njord A for production start in the fourth
quarter 2020
Secured the decommissioning contract of Allseas’ Gyda
platform. This includes offshore preparations assistance,
onshore disposal and recycling
Awarded a marine operations contract which includes
the removal of a production platform offshore Canada
Shell UK awarded Kvaerner a contract to perform early
phase design engineering of the planned Jackdaw
wellhead platform on the UK continental shelf

>
>
>

>
>
>
>

>

>

>
>

>

Key project milestones and deliveries
Johan Sverdrup utility and living quarter (ULQ)
topside: Project sat a new standard for pre-completion
of installation prior to sail-away, resulting platform
commencing operation one month ahead of schedule.
Sail- away was on schedule 15 February
Valhall Flank West wellhead platform jacket: fabrication

>
>

>
>
>

and jacket assembly was completed in the ﬁrst quarter
of 2019. Jacket was towed to the ﬁeld on 27 April on
schedule
Valhall Flank West unmanned wellhead platform topside:
transported from Kvaerner’s yard in Verdal on schedule
in mid-June, with ﬁrst oil in mid-December
Valhall decommissioning: Valhall living quarter platform
and bridge arrived at Kvaerner’s yard at Stord for
deconstruction and recycling in the second quarter
Njord A Upgrade: heavy lift programme completed in the
ﬁrst quarter, connecting all new and existing systems
Johan Castberg FPSO: modules from Poland arrived in
the third quarter. Fabrication of modules is ongoing at
Kvaerner’s yards at Stord and Verdal as well as Aker
Solutions’ yard in Egersund
Johan Sverdrup RP module and modiﬁcation: fabrication
of the new module started in Poland and at Stord during
the second quarter, while offshore work commenced
early January 2020
Johan Sverdrup phase 1: Kvaerner’s hook-up and
commissioning personnel was part of the ﬁnalisation of
phase 1, enabling production start on 5 October
Johan Sverdrup phase 2 process platform jacket:
prefabrication started on 20 June. Design engineering
completed end-October, while the ﬁrst roll-up was
completed in early January 2020
Nord Stream 2 landfall contract: majority of mechanical
work completed by the end of 2019
West White Rose marine operations: customer decided to
extend the project schedule by one year to 2022

Strategic development
The global energy mix is changing, with an increasing share
of renewable energy production. Although the near term oil
and gas market is robust, the longer term demand is more
uncertain. Kvaerner expects that the number of large new
platform projects will decline, and there is a need for large
scale discoveries on the Norwegian continental shelf. New
oil and gas ﬁelds will be important in order to secure the
same level of Norwegian value creation, while transitioning
to more sustainable production.
Moving forward, Kvaerner expects that its contract
portfolio will be more diversiﬁed in terms of project sizes
and types of industries. The company sees increasing
interest and activity around small and medium-sized
assets. For these types of projects, customers are
increasingly interested in contractors who can offer
industrialised concepts which will also contribute to cost
reduction. Kvaerner has therefore strategically increased
efforts to develop more standardised solutions and delivery
models. The awards for the unmanned wellhead platform
Valhall Flank West and the Johan Castberg FPSO are
examples of this.
The renewables market is expected to continue to
grow in the years to come. Particularly within offshore
wind, which holds signiﬁcant opportunities for Kvaerner.
Kvaerner is currently targeting several upcoming
opportunities within offshore wind turbine foundations
and converter stations. In October 2019, Kvaerner was
awarded the engineering, construction and installation
(EPCI) contract for the largest ﬂoating wind project to date,
Hywind Tampen.
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The foundation of Kvaerner’s competitive advantage
is employees with industry leading skills and experience,
together with state-of-the-art project execution models.
The One Kvaerner Academy has been established as an
umbrella covering all internal training. This coordinated
approach to training and sharing of best practices will
increase Kvaerner’s competitiveness and strengthen its
ability to retain and attract the most talented people.
Furthermore, Kvaerner’s delivery models are based on
effective combination of own capabilities and the yard
facilities at Stord and Verdal, together with strategic
partners, subcontractors and suppliers.
In 2019, the company has continued to invest in
upgrading its facilities, including the quayside at Stord.
Kvaerner now believes that it is able to offer one of the
world’s best production lines for advanced FPSOs (FPSO
factory), focusing on secure execution within agreed quality,
time and price. In addition, Kvaerner announced a strategic
partnership agreement with Samsung Heavy Industries and
Aker Solutions in 2019, for joint delivery of upcoming FPSO
contracts. The partners have identiﬁed several potential
prospects for FPSO ﬁeld developments in the coming years,
especially in the northern hemisphere
In light of the continued cost focus in the industry,
several improvement initiatives have been initiated and
successfully completed; reducing cost levels for upcoming
projects by more than 20 percent. Reﬁnement of cost
effective delivery models will be a key in the strategic
development throughout 2020, and is vital for Kvaerner’s
competitiveness.

Business overview
Core operations
Kvaerner is a project execution specialist and a trusted
advisor for our clients. We provide engineering,
procurement and construction (EPC) services and deliver
advanced offshore platforms, onshore plants, ﬂoating
production units (i.e. FPSOs) and renewable energy
solutions.
We have ofﬁces in seven countries and approximately
2 800 employees. We offer cost-effective, high quality
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fabrication capacity at our Norwegian yards at Stord
and Verdal. In addition to operating these two facilities
in Norway, Kvaerner is highly experienced in executing
projects at third party yards with recent experience from
Canada and Russia. Kvaerner also has solid experience in
setting up fabrication sites in new locations.
Kvaerner normally acts as lead contractor on projects,
subcontracting work to numerous larger and smaller
suppliers.
In September 2019, Kvaerner announced its planned
growth in three market areas:
Process & Structures, serves the market for traditional oil
and gas platforms, onshore facilities, decommissioning
and marine operations
Floating production units (i.e. FPSOs), was established to
pursue and execute FPSO projects
Renewables, was established to pursue and execute
projects within offshore wind power, green onshore
facilities and other renewable business

>
>
>

Over time it is expected that each of the three operational
areas will contribute with approximately one third of
annual revenues.
Kvaerner is one of the market leaders in delivery
of complete offshore platforms and onshore plants for
upstream oil and gas projects. The company has been
a key contractor for around 70 percent of the platform
development projects on the Norwegian continental
shelf. Kvaerner has also delivered a signiﬁcant number of
challenging offshore projects around the world.
For deliveries of complete platform topsides, Kvaerner’s
capabilities include expertise to integrate systems such
as oil and gas treatment, oil and gas storage, ofﬂoading
and export, utility and process support systems, drilling
facilities and living quarters. Within steel substructures,
Kvaerner’s track record includes 47 steel jackets delivered
in 46 years, plus 55 smaller structures for offshore wind
power. In 2019, Kvaerner delivered the topside and steel
jacket substructure for the unmanned Valhall Flank West
wellhead platform, and these kind of deliveries represents
an interesting market opportunity. Kvaerner’s expertise in
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concrete solutions for marine projects is also attracting new
customers with plans for offshore wind energy installations
based on concrete substructures. The company offers
both medium-sized and major modiﬁcation upgrades of
existing offshore platforms; such as the ongoing Njord
A platform upgrade. Kvaerner provides turnkey EPCI
services, upgrading platforms to extend their ﬁeld life and
facilitating new satellite tie-ins with installation of new
modules and functions.
Kvaerner is also one of the world’s most experienced
contractors for delivery of ﬂoating oil and gas installations.
The company has had a key role in delivery of more than
15 of the world’s most acknowledged ﬂoating platform
projects. Having invested more than NOK 350 million in the
quayside facilities at Stord yard in recent years, Kvaerner
has one of the world’s best production lines for advanced
FPSOs. Kvaerner has historically completed six FPSO
projects and is currently working on its sixth FPSO, Johan
Castberg.
The Kvaerner marine operations team manages standalone projects for customers, as well as providing support
to Kvaerner’s in-house EPCI projects. In 2019, marine
operations won a contract to remove a production platform
offshore Canada.
At the end of the offshore oil and gas value chain is
decommissioning and re-use/recycling of old offshore
platforms. Kvaerner’s facility at Eldøyane, Stord, is
purpose-built for effective and environmentally friendly
decommissioning and recycling of offshore platforms. Since
identifying decommissioning as a new growth area in 2017,
Kvaerner has successfully won a number of projects to
recycle old platforms, including the Gyda platform in 2019.
In 2019, Kvaerner has reinforced the focus on the
market for renewable business. Kvaerner is already an
experienced player within the segment, having previously
delivered around 60 units for offshore wind projects. In the
past year, Kvaerner was awarded the contract to deliver the
11 ﬂoating concrete hulls for the Hywind Tampen offshore
wind power project. In addition to this, the company is also
currently involved in early phase work for several other
customers. Within offshore wind, Kvaerner provides ﬁxed
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and ﬂoating turbine foundations, in both steel and concrete
for wind turbines. The company also offers converter
platforms and sub-stations for offshore wind power
developments.
In addition to Kvaerner’s offshore heritage, the company
is a leading provider of onshore receiving and processing
facilities. Kvaerner has been a key contractor for seven out
of the seven largest onshore oil and gas plants in Norway.
Throughout 2019, Kvaerner has also been the main
contractor for the North Stream 2 pig trap onshore facility
in Russia.
In 2019, Kvaerner has experienced increased interest
in the delivery model from the green onshore process
industry, including aluminium, fertiliser, petrochemicals,
minerals and metals. The ﬁrst contract within this new
onshore market was awarded in 2019, for Hydro’s
aluminium plant at Husnes, Norway.
Within onshore renewables, Kvaerner aims to apply its
proven execution model for carbon capture and storage
facilities, biofuels- and hydrogen plants.
For all of the above-mentioned segments, Kvaerner has a
particularly strong position for projects where engineering,
procurement, construction and installation (EPCI) are
integrated in one contract. With the technical complexity
of large installations; with a relatively short schedule for
delivery, there are few contractors world-wide who have
credible expertise for such complete deliveries.
To ensure effective use of common resources across
Kvaerner, and to provide the best possible support to
Kvaerner’s projects, the execution of all key projects are
organised within one of the three previously mentioned
operational areas.
Strategic partnerships and use of subcontractors
Kvaerner’s business model includes a clear strategy to
use long term partners and subcontractors in order to
optimise the value chain for its project delivery models. An
example which illustrates potential synergy effects of such
partnerships is the wellhead platform alliance established
in 2017 with Aker BP, Kvaerner, ABB and Aker Solutions.
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The partnership between Kvaerner, Samsung Heavy
Industries and Aker Solutions for joint delivery of upcoming
FPSO contracts is another. Kvaerner has a continuous focus
to develop and build on effective and ﬂexible delivery
models, and optimise contributions from external partners.
Project Execution Model
Kvaerner’s Project Execution Model (PEMTM) is based on
40 years’ experience with complex oil and gas industry
projects. The model is continuously improved and adapted
for new products and solutions by including learnings and
experiences from execution of EPCI projects. The PEMTM
ensures that the work progresses in a controlled manner,
ensuring that projects are executed at the right time, to
the right quality and at the agreed cost, thereby enabling
Kvaerner to meet its business objectives. Consequently, the
PEMTM contributes towards maintaining Kvaerner’s record of
safe and successful project execution.
The Kvaerner PEMTM shall safeguard safety, the
environment, quality and cost efﬁciency by constantly
focusing on:
Quality in deliveries by proper planning; assurance
and control throughout the value chain; with particular
emphasis on the early phases to secure quality in all
stages
Continuous improvement of processes and products
Lessons learned from previous projects are always
considered
Predictability in project execution and operations by
using well-proven and transparent methodology well
known to the teams
Coordinated efforts across disciplines based on
understanding of interactions between work processes
Control of internal and external interfaces as a
foundation for a successful project execution
Effective management within the deﬁned scope, quality,
resources (time and budget) and risk criteria
That appropriate governance and control are developed,
executed and monitored throughout the project’s life-time

>
>
>
>
>
>
>
>
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Markets and target regions
Markets
Kvaerner has reorganised its corporate structure in 2019.
Of the three operational areas, the new renewable area
represents a stronger focus within the industry. Offshore
wind is a growing market where Kvaerner is well positioned
for ﬁxed and ﬂoating wind turbine foundations, as well
as for converter platforms. This can be both steel and
concrete structures. The onshore green process industry
is also considered part of renewables and is of interest to
Kvaerner. New contracts have been secured in 2019 and
more are expected in 2020.
Within the more traditional oil and gas market, Kvaerner
has two operational areas: the FPSOs and Process &
Structures operational area which covers all oil and gas
projects offshore and onshore as well as decommissioning.
Following the fall in oil price, and subsequent fall in activity
level in the industry some years ago, we now see an
increase in activities and project opportunities.
Within the FPSO segment we are building on current
contracts and developing new complete FPSO delivery
models together with partners. Focus is on northern
hemisphere with FPSOs speciﬁcations that Kvaerner are
familiar with. Some other FPSO opportunities are also
pursued on a case by case basis.
There are limited number of large ﬁeld developments
within the traditional oil and gas area, such as the Johan
Sverdrup ﬁeld which is now in production. However, there
are several smaller and medium-sized projects in the
North Sea basin, including smaller platforms with modern
unmanned solutions. We also see signiﬁcant activity in
the onshore oil and gas market. Refurbishment of existing
ﬁxed and ﬂoating platforms, are also a key market. Within
decommissioning, there is expected to be a steady ﬂow
of opportunities. The number of oil and gas contractors
around the North Sea basin has been reduced in the last
years. Going forward some over-capacity among oil and
gas yards in Northern Europe is expected, as well as strong
competition from Asian yards.
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Target regions
Kvaerner’s traditional home market, the North Sea, is
evolving as the Norwegian continental shelf is becoming
more mature. As a consequence, Kvaerner is more actively
pursuing projects outside the Norwegian continental shelf,
particularly in regions with similar harsh environment
speciﬁcations, such as Canada and Russia. This can be ﬁxed
and ﬂoating facilities as well as onshore projects.
Within renewables and offshore wind in particular, the
market is very international. The UK sector for instanse is
very active with a large number of installations expected
in the years ahead. Kvaerner is quite selective in terms of
projects pursuit, focusing on where we have a competitive
edge. There are also markets outside the North Sea within
offshore wind that are of interest to Kvaerner, including
North America and Asia. In order to serve the North
American market better, Kvaerner will establish an ofﬁce in
Boston in 2020.
Kvaerner has a network of ofﬁces around the world
for project execution, as well as business development
activities. Outside Norway, Kvaerner currently has ofﬁces
in Moscow, Russia; St. John’s, Canada; Beijing, China and
Ulvila, Finland and during 2020, an ofﬁce in Boston, USA. In
Norway, Kvaerner has facilities in Verdal, Trondheim, Stord,
Stavanger and Fornebu.
Market segments
Kvaerner focus areas are upstream oil and gas projects
and renewables. The following is a summary of market
segments, both in Norway and internationally;

Operational area: Renewables
Offshore wind turbine foundation, both steel and
concrete, ﬁxed and ﬂoating
Complete HVDC platforms together with an electrical
equipment supplier as partner
Onshore green processing plants, for example CO2
capture facilities, or process facilities for hydrogen,
biofuels, etc.

>
>
>
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Operational area: Process & Structures
EPC projects for steel and concrete substructures for
offshore platforms
EPC projects for onshore oil and gas upstream facilities
EPC projects for larger rebuilds/refurbishment
of offshore platforms/onshore plants, including
separate contracts for assembly, hook-up, completion,
commissioning of offshore platforms and onshore plants
Unmanned wellhead platforms for tieback of satellite
ﬁelds and reservoirs
Major modiﬁcations and redeployments of offshore
facilities
Decommissioning of offshore installations

>
>
>
>
>
>

Operational area: FPSOs
EPC projects for FPSO units for harsh environments

>

Objectives and strategic direction
Kvaerner’s ambition is to support energy companies in
developing their most challenging projects.
Kvaerner’s mission as a supplier in the industry is clear:
Kvaerner makes it possible for its customers to realise the
world’s most amazing and demanding projects. Kvaerner
enables customers and societies to realise energy projects
for prosperity, in balance with a target of zero harm to
people, property and the environment.
Strategic direction
The energy mix is set to change. Although the near term
oil and gas market seems robust, the long term demand is
increasingly uncertain. New oil and gas ﬁelds need to be
developed, but the cost pressure is increasing in Norway
and internationally. Kvaerner has a strong track record
of delivery on time and with expected quality and cost.
The company will continue its focus on improving the
company’s delivery model and cost position in the oil and
gas market.
A growing numbers of costumers together with national
authorities are prioritising projects with signiﬁcantly
reduced environmental footprint. Kvaerner’s strategy is to
be a part of the solutions for these market development.
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Renewable energy is expected to grow substantially in the
years to come. Particularly, the offshore wind market hosts
signiﬁcant potential for Kvaerner going forward.
Against this background, Kvaerner’s focus for the coming
years is to:
Execute existing backlog in line with plans
Continue cost and operational improvement initiatives
Leading EPC contractor for energy and process industry
projects
Wider product offering
Develop a strong position in the renewables industry,
particularly within offshore wind
Increased international activity
Annual revenues >NOK 10 billion for 2023
Shareholder value

>
>
>
>
>
>
>
>
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Digitalisation
Continuing the implementation of the digitalisation
roadmap established in 2017, Kvaerner has in 2019
developed and rolled out new tools and work processes to
affect the required transformation of our capabilities. 2019
highlights include:
Multiple mobile apps making up the digital work surface
for operators and foremen have been developed, and
deployed to approximately 400 users across Kvaerner
locations. Providing functionality for operators, ranging
from fully digital work orders, through material ordering
and logistics, to digitally managed recheck of scaffolding,
rigging and preservation
Using advanced optimisation techniques, Kvaerner has
developed software for automated design of optimal
scaffolding for designated volumes directly in the 3D CAD
model; with subsequent generation of material lists and
work orders. Resulting in a step change in productivity
and work management for indirect disciplines
Extensive development of Kvaerner’s data warehouse,
providing standardised views of project state and
production progress for key processes. Data are made
available to relevant stakeholders through user-friendly
dashboards, available across stationary and mobile
devices
Prototype development of a constructability engine
which provides automated checking and veriﬁcation of
Kvaerner-deﬁned constructability rules across several
disciplines for any given 3D model. Providing machineassisted quality checking for design input to fabrication
engineering
First-version development of digital twins for Kvaerner’s
yards at Stord and Verdal. Providing operational insight
and monitoring, digital asset management, compliance
information, and ﬁrst-version planning capabilities for
yard operations

>

>

>

>

>

Digitalisation investments will continue in 2020 and
beyond, driven by project needs and demonstrable return
on investment, in collaboration with Kvaerner’s IT partners
and service providers.
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Continuous improvement
During 2019, Kvaerner Beyond has been rolled out to
the entire company. Kvaerner Beyond is a lean-based
systematic improvement programme, that includes earlier
improvement initiatives and constitutes a framework for
improved productivity and competitive power. Kvaerner
Beyond builds on six key principles: ﬂow, progress
management, continuous improvement, empowerment,
technology driven and committed partnership. It includes
tools, methods and training to achieve precise work
execution and improvement within, and across functions
and processes. The overall ambition of Kvaerner Beyond
is stated as: “We will work smarter, more predictably and
deliver faster – to create value”.
During 2019, more than 150 managers have received
training in Kvaerner Beyond. A video training programme
has been used to support training of all staff, and several
units that were picked as front runners, have received
dedicated support to implement Kvaerner Beyond in their
units. More than 40 persons have been trained as Kvaerner
Beyond champions, to support and drive improvement
work in their local units, as part of their normal job.
The #RealiseImprovement programme is incorporated
in Kvaerner Beyond and continues to deliver major
improvements that are subject to veriﬁcation of business
case and end result. The front runner units that have
implemented Kvaerner Beyond have mostly focussed on
reduced through-put times, waste reduction and quality
deliveries. Kvaerner has experienced improved productivity
in these processes as a result of better ﬂow and goal
oriented leadership.
Research and development (R&D)
There is a growing demand for ﬁeld development solutions
that can help oil companies reduce their overall costs and
increase value creation. Part of Kvaerner’s competitive
strength is solutions and methods, that make it technically
possible and ﬁnancially attractive to develop reserves which
have previously been considered non-viable. During 2019
Kvaerner has reorganised and combined all engineering
under one leader. This will also strengthen the focus on R&D.
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Kvaerner’s R&D strategy has a clear focus on creating
values and results. The company strives to identify the
potential commercial opportunities before new R&D
activities are started, and new developments are preferably
executed with customers or business partners as sponsors.
This approach increases the market interest in new
technologies and methods.
Within the oil and gas sector the focus in 2019 has been
on unmanned production facilities, both ﬁxed and ﬂoating.
Some of the development work has been done as part of
larger engineering studies.
Within the renewable sector and offshore wind,
Kvaerner’s focus in 2019 has been on wind turbine
foundation solutions and converter platforms.
For turbine foundations, Kvaerner has developed
solutions within the ﬂoating foundation segment and
looked into concrete gravity base foundations for wind
power turbines. Special attention has been on cost
effective, execution-friendly design for large volume
fabrication and installation. Kvaerner aims at leveraging
its EPCI expertise and experience to provide new and cost
effective development solutions.
Further, within the offshore wind segment, Kvaerner has
spent time on activities related to developing competitive
design and execution models for HVDC (high voltage direct
current) converter platforms.
Kvaerner actively participates in several joint
industry research projects, with the main focus on Arctic
technology and concrete technology. Kvaerner is engaged
in approximately ten research projects in Norway, EU and
Canada, together with national and international industry
partners, universities and research organisations, with
public funding through various research programmes

Report for 2019
Financials
Kvaerner presents its accounts in accordance with
International Financial Reporting Standards (IFRS), as
adopted by the EU. Unless otherwise speciﬁed, ﬁgures in
brackets represent ﬁgures for the previous year (2018).
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Proﬁt and loss
Consolidated operating revenue for 2019 was NOK
9 032 million (NOK 7 220 million). Consolidated operating
revenues were higher in 2019 compared to 2018 due
to larger share of revenue from wholly owned projects
in the year. In 2018, the group’s revenue was to a larger
extent impacted by activity in jointly controlled projects,
where only the share of net result is reﬂected within group
revenue.
Earnings before interest, taxes, depreciation,
amortisation and impairment (EBITDA) were NOK 498
million for 2019 (NOK 437 million). The group’s key
measure of ﬁnancial performance is Adjusted EBITDA.
Adjusted EBITDA excludes impact of embedded foreign
currency derivatives reported in jointly controlled entities
closely related to Kvaerner’s operating activities. Refer
to Note 4 Operating segments (page 25) to see how the
adjusted EBITDA measure is derived from the consolidated
ﬁnancial statements.
Adjusted EBITDA amounted to NOK 505 million, an
increase of NOK 78 million from 2018 (NOK 427 million).
The adjusted EBITDA margin for 2019 was 5.6 percent (5.9
percent).
Adjusted EBITDA excludes NOK 6 million cost accounting
impact from embedded foreign currency derivatives,
related to equity accounted investees closely related to
Kvaerner’s operating activities (NOK 9 million income).
Depreciation and amortisation charges totalled NOK 193
million, an increase of NOK 83 million from 2018 (NOK
110 million) of which depreciation of right-of-use assets
accounted for NOK 45 million. Consolidated earnings before
interest and taxes (EBIT) were NOK 306 million (NOK 327
million). Net ﬁnancial income amounted to NOK 2 million
(NOK 11 million) and reﬂects interest expense on lease
liabilities, embedded derivative losses offset by higher
interest income compared to last year.
The tax expense was NOK 64 million (NOK 60 million),
which corresponded to an effective tax rate of 21 percent
(18 percent). Compared to the nominal Norwegian statutory
tax rate in 2019 of 22 percent, the effective tax rate
reﬂects various tax reconciling items. Proﬁt from continuing
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operations amounted to NOK 244 million (NOK 278 million),
and basic and diluted earnings per share from continuing
operations were NOK 0.91 (NOK 1.04). Discontinued
operations had a net loss of NOK 10 million for 2019
(NOK nil). The result in 2018 was positively impacted by
insurance recoveries of more than USD 2 million, offsetting
the associated legacy costs. Basic and diluted earnings per
share for discontinued operations were negative NOK 0.04
(NOK nil).
Net proﬁt for total operations in 2019 was NOK 233
million (NOK 278 million), with basic and diluted earnings
per share of NOK 0.87 (NOK 1.04).
Cash ﬂow
Consolidated cash ﬂow from operating activities depend on
a number of factors, including progress on and delivery of
projects, changes in working capital and pre-payments from
customers. Net cash outﬂow from operating activities was
NOK 98 million in 2019 (inﬂow of NOK 719 million). The
decrease mainly reﬂects deterioration of working capital
position in 2019, compared to an improved position in
2018.
Net cash outﬂow from investing activities in 2019
was NOK 391 million (outﬂow of NOK 335 million) and
mainly relate to capacity and maintenance investments at
the facilities at Stord and in Verdal, Norway and strategic
digitalisation initiatives. In 2018, Kvaerner’s Board of
Directors approved an investment of NOK 370 million
in new quay at Stord and the upgrade is progressing in
accordance with plan. For 2019, progress of the quay
investment reﬂect a capex of NOK 173 million. A total
maintenance capex for the group of approximately NOK
50 million is expected annually. Additional strategic and
capacity investments at the yards such as production
facilities, equipment and digitalisation tools resulted in a
total capex of NOK 374 million for 2019 (NOK 334 million).
Net cash outﬂow from ﬁnancing activities was NOK 367
million in 2019 (NOK 29 million), mainly reﬂecting dividend
payment of NOK 268 million, lease payments and fees on
credit facility.
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Balance sheet and liquidity
The group’s total assets were NOK 6 357 million on 31
December 2019 (NOK 6 320 million). Net current operating
assets (NCOA) were negative NOK 361 million at year-end,
a deterioration of NOK 588 million from the end of 2018
(negative NOK 949 million). Movements in working capital
will impact cash balances and at year-end 2019, net cash
excluding negative NCOA was NOK 1 963 million. Equity as
of 31 December 2019 totalled NOK 3 385 million (NOK
3 439 million). The group’s equity ratio was 53.2 percent
at year-end 2019, compared with 54.4 percent at year-end
2018. Equity ratio is calculated as total equity divided by
total assets.
The revolving credit facility agreement of NOK 2 000
million established in July 2015, originally to mature in
July 2020, was cancelled and reﬁnanced per 19 September
2019. The new credit facility agreement, a revolving credit
facility of NOK 2 000 million, matures in September 2024.
The facility is provided by a syndicate of high-quality
international banks. The revolving credit facility was
undrawn during 2019 and as per 31 December 2019.
The terms and conditions include restrictions which are
customary for these kinds of facilities, including inter alia
negative pledge provisions and restrictions related to
acquisitions, disposals and mergers. There are also certain
provisions of change of control included in the agreement.
There are no restrictions for dividend payments. The
facility is unsecured.
The ﬁnancial covenants are based on three sets of key
ﬁnancial parameters; an equity ratio based on consolidated
total borrowings/consolidated total equity, a cash
covenant calculated by consolidated total borrowings less
consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage
ratio based on consolidated EBITDA/consolidated ﬁnance
costs. The ﬁnancial covenants are tested on a quarterly
basis. As of 31 December 2019 the company is in
compliance with all covenants. The margin applicable to
the facility is based on a price grid determined by the
gearing ratio.
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Consolidated non-current assets totalled NOK 2 126
million (NOK 1 753 million) as of 31 December 2019,
of which goodwill amounted to NOK 607 million (NOK
607 million). Net interest-bearing deposits and loans
amounted to NOK 2 344 million at the end of 2019 (NOK
3 165 million). With undrawn, committed, long-term credit
facilities of NOK 2 billion, the Board considers available
capital adequacy and liquidity as good and ensures that
Kvaerner is well positioned to meet the challenges and
opportunities over the coming years.
Segment review
Kvaerner does not have any remaining operations in the
US within the Downstream & Industrials segment, and
the segment is presented as discontinued operations
in the group’s ﬁnancial statements. Consequently,
Kvaerner continues to have one reportable segment; Field
Development. The Field Development segment includes
results from Kvaerner’s own operations and Kvaerner’s
share (proportionate consolidation) of jointly controlled
entities closely related to Kvaerner’s operating activities.
Kvaerner has a matrix based organisational model,
with operational areas and resource centres, where the
projects are the main focus. As of 1 October 2019, the Field
Development segment includes the following operational
areas: Process & Structures serves the market for traditional
oil and gas platforms, onshore facilities, decommissioning
and marine operations; Floating production units (i.e.
FPSOs) dedicated to pursuing such projects; Renewables,
established to reinforce the focus on the market for
renewable business and pursue and execute projects within
offshore wind power, green onshore facilities and other
renewable business.
Field Development
Operating revenues in 2019 totalled NOK 9 427 million
(NOK 7 253 million). EBITDA was NOK 512 million (NOK
487 million), with an EBITDA margin of 5.4 percent, a
decrease from 6.7 percent in 2018. Increased activity is
mainly within the operational area FPSOs, but activity has
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also been high within Process & Structures. There were
limited activity within the operational area Renewables.
Order intake for the year amounted to NOK 6 902
million (NOK 9 827 million) and reﬂects new secured
contracts, listed under Operational highlights in this report,
growth in existing projects and smaller orders. Order
backlog as of 31 December 2019 is estimated to be NOK
8 200 million (NOK 10 625 million).

Parent company accounts
The parent company, Kværner ASA, had a net loss of NOK
4 million for 2019 (loss of NOK 14 million). Kværner ASA
has no employees and operating expenses are mainly
shareholder costs for the parent holding company.
The parent company’s main asset is shareholdings in
subsidiaries. Equity ratio was 67.2 percent at year-end
2019 (66.9 percent).

Discontinued operations
Following the sale of Kvaerner’s onshore construction
business in North America in December 2013, Kvaerner
does not have any remaining operations in the USA within
the Downstream & Industrials segment, and the segment
has been presented as discontinued operations in the
group’s ﬁnancial statements since the sale.
Discontinued operations had a net loss of NOK 10 million
for 2019 (NOK nil). The operating result for 2018 was
positively impacted by recognition of insurance recoveries
of more than net USD 2 million in 2018, offsetting the
associated legacy costs. Please see Note 26 Discontinued
operations (page 58) for Summary of ﬁnancial data for
discontinued operations.

Allocation of net results
Pursuant with the company’s dividend policy, the Board
of Directors propose to the Annual General Meeting that a
dividend of NOK 0.5 per share should be paid. The Board of
Directors thereby proposes the following allocation of net
loss in Kværner ASA:

Corporate and unallocated costs
For the full year, unallocated costs pre effects from
IFRS 16 leases were NOK 60 million (NOK 60 million). Net
unallocated cost including effects from IFRS 16 leases were
NOK 8 million for 2019. It is expected that the recurring
level of net corporate costs pre effects from IFRS 16 leases
will be approximately NOK 60−70 million annually.
Going concern
Based on the group’s ﬁnancial results and position
described above, the Board of Directors conﬁrms that the
company is a going concern and that the annual accounts
for 2019 have been prepared under this assumption.

Proposed dividend
Transferred from other equity
Total allocated

NOK 134.5 million
(NOK 138.9 million)
(NOK 4.4 million)

Total equity in Kværner ASA after the proposed allocation
of net loss amounts to NOK 3 925 million (NOK 4 064
million). The Board of Directors have considered the
proposed dividend in conjunction with equity and liquidity
requirements under the Norwegian Limited Company Act
and based on the Board’s best judgement, the proposed
dividends are within these requirements.

Events after the balance sheet date
There have been no subsequent events since year-end at
the date of signing these accounts.
Dividend and dividend policy
Kvaerner’s ﬁnancial results are the effects of a business
characterised by projects running over long period. The
overall ﬁnancial performance is best assessed looking at
longer intervals. A solid ﬁnancial platform is a key enabler
for growth in new target segments and for establishing
alliances with strategic partners.
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Hence, the Board of Directors has decided to change
from the previous dividend policy, where dividend
payment has been considered two times per year, to an
updated policy where dividend payment is considered once
every year, after the fourth quarter accounts.
The following updated dividend policy decided by the
Board of Directors is implemented with immediate effect:
Kværner ASA’s dividend policy is based on an annual
evaluation of dividend distribution. Decisions as to
actual dividend payments shall depend on outlook,
liquidity, and considerations such as alternative use of
cash and future strengthening of the company’s ﬁnancial
structure
Extraordinary dividends may be considered if, and when
the liquidity, ﬁnancial strength and ﬁnancial structure of
the company allows.
The Annual General Meeting will approve the ﬁnal and
total annual dividend based on a proposal from the
Board
A dividend of NOK 1.00 per share was paid on 9 April
2019 based on annual accounts for 2018

>

>
>
>

After the fourth quarter 2019 the Board of Directors has
in accordance with the dividend policy proposed to pay
a dividend of NOK 0.5 per share in April 2020. Subject
to approval by the Annual General Meeting (AGM), the
dividend payment will take place on or about 3 April
2020 to shareholders of record as per the date of the AGM
scheduled for 24 March 2020.

Corporate responsibility
Kvaerner is committed to conduct its business with
integrity and high ethical standards and corporate
responsibility is an integrated part of the management
responsibility within Kvaerner anchored at the Board of
Directors’ level.
The company’s commitment to respect human and labour
rights is covered by the Global Framework Agreement
between Aker ASA and the Norwegian and international
trade unions Fellesforbundet, IndustriALL Global Union,
NITO and Tekna. Kvaerner reports the results of the
company’s efforts regarding environmental, social and
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governance (ESG) responsibilities annually in a separate
report.
More information is available in Kvaerner’s ESG report
for 2019 published on https://www.kvaerner.com/about-us/
corporate-responsibility/corporate-responsibility-reporting/.
Corporate governance
Kvaerner’s Code of Conduct, values and global policies
and procedures provides the framework on acceptable
business performance and guides decision-making
processes in all parts of the company. The Board of
Directors, appointed by the Annual General Meeting, is
responsible to ensure sound corporate governance in
Kvaerner and sets the strategic direction, the overall
governance structure, values and policies in accordance
with Norwegian legislation and frameworks, in particular
the principles set out in the Norwegian Code of Practice
for Corporate Governance. The Audit Committee supports
the Board and monitors Kvaerner compliance with and
implementation of sound corporate governance.
More information is available in Kvaerner’s corporate
governance statement for 2019 published on https://www.
kvaerner.com/investors/corporate-governance/corporategovernance-statement/.
Whistelblowing
Kvaerner encourages its employees as well as contract staff,
partners, suppliers and customers to report any concerns
in terms of compliance with law and/or ethical standards.
The company has an established whistleblowing channel
accessible at https://www.kvaerner.com/about-us/raisingconcerns-whistleblowing/. All reports go directly to the SVP
Corporate Support & General Counsel and an investigation
team for follow-up of compliance issues and are treated
with strict conﬁdentiality.

Risk management
As a key work process for securing Kvaerner’s business, the
company actively works to identify and manage risk related
to all aspects of its operations. This applies both to projects
and in the corporate organisation.
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Kvaerner’s mission is to realise complex projects, and
the management of risk in these projects is instrumental
to success. All Kvaerner’s projects maintain a risk register
where identiﬁed risks and opportunities are recorded
with corresponding actions to secure the best possible
outcome. This work process forms an integral part of
Kvaerner’s project management approach as deﬁned in
Kvaerner’s Project Execution Model (PEM™). This structured
methodology for controlled project execution also provides
sets of quality requirements for various stages of projects
through deﬁned milestones, thus providing a framework
for assessing status of the project execution through gate
reviews/audits.
All projects report status on management of risk as part
of the monthly reporting to Kvaerner’s operational areas.
Based on this reporting and possible operational risk issues
outside projects, the operational areas report status on
management of risk to the executive management team on
a quarterly basis.
On a corporate level, an annual risk review is performed
and presented to the Board of Directors. This report builds
on risk reporting from operational areas, corporate staff
functions, Kvaerner’s projects and the strategic objectives
of Kvaerner. The risk review is executed to identify the
most signiﬁcant risk areas and to establish associated riskreducing actions. In this assessment, the consolidated view
across all Kvaerner’s units is looked into, top company risks
are identiﬁed and risk-reducing measures agreed upon.
Please see Note 20 Financial risk management and
exposures (page 49), for a detailed description of the group’s
ﬁnancial risks and Note 18 Provisions and contingent
liabilities (page 47) for an overview of signiﬁcant current
disputes. Kvaerner has deﬁned procedures and routines for
managing the group’s ﬁnancial market exposure.
Further to this, Kvaerner’s corporate risk committee
performs risk assessment of all major tenders prior to
submission and also conducts reviews of selected projects
after start-up. Internal audits are performed to ensure
compliance with Kvaerner policies, laws and regulations as
well as project speciﬁc audits.
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Kvaerner works with a number of partners and
hundreds of suppliers and subcontractors around the
world. Kvaerner performs risk based due diligence as part
of the pre-qualiﬁcation processes. Kvaerner’s supplier
qualiﬁcation and information system database is a key
enabler for Kvaerner to increase its supplier performance.
All potential joint venture partners and third party
representatives must go through due diligence assessments
and have to be approved by the President & CEO of
Kvaerner.

Health, safety, security and environment (HSSE)
Care for health, safety, security and the environment
(HSSE) is a core value in Kvaerner and expressed in the Life
Saving Rules mind-set. HSSE is fundament to all Kvaerner’s
operations and the people working for Kvaerner are all
keystones in its work towards the ultimate goal of an injury
and illness free workplace, causing zero harm to people,
material, non-material assets and to the environment. This
ambition is not only part of the company’s core values, but
is the company’s licence to operate.
Kvaerner has in past year established a new HSSE
strategy, started a safety behaviour programme “QOMPLIT”,
released a new HSS handbook and started up dedicated
cross industry HSS forum together with some of the key
customers and contractors within the oil service ﬁeld.
In 2019, there has been a positive trend in serious
incidents and near misses compared to previous year, and
there has been a negative trend in the total recordable
injury frequency (TRIF). Kvaerner has started a number
of new initiatives during 2019 to further improve within
HSSE, including enforcing more visible management in ﬁeld,
training sessions within safety leadership, safety behaviour
and risk awareness, HSSE development of subcontractors,
and more.
More information about Kvaerner’s HSSE programme and
activities, including key performance indicators, is available
in Kvaerner’s ESG report for 2019 published on https://
www.kvaerner.com/about-us/corporate-responsibility/
corporate-responsibility-reporting/.
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HSSE training
Competence occupies a central place in Kvaerner’s HSSE
programme. All personnel must possess the necessary
knowledge, skills and behaviour to perform their work
safely. To reach out to all employees in an efﬁcient
way, Kvaerner uses dedicated training programmes
at operational and project levels, as well as eLearning
programmes for key areas within HSSE.
Safety
2019 showed a positive development for several key HSSE
indicators compared to previous years. However, there was
still a number of incidents which shows that it is imperative
that the HSSE efforts are further developed.
In 2019 there has been a slight increase in injury
frequency and a decrease in incidents with high risk
potential. Improvement actions have been implemented
to address the issues. The high risk potential incident
was related to a falling object. Safety culture initiatives,
improved training programmes and management follow-up
has been implemented. Several good initiatives have been
introduced in 2019, such as learning packages for high risk
operations, training programmes in risk awareness and
safety leadership.
The HSSE development of subcontractors has continued
in 2019. In addition, compliance and leadership, barriers
and risk awareness have been key focus areas.
Digitalisation of the HSSE work has been further
developed with roll-out of an improved mobile phone
application for reporting of incidents and non-conformities.
There has been a positive transfer of experience
between Kvaerner projects. In addition, an incentive
programme contributes to local clubs and associations upon
achievement of the project HSSE targets. These awards
provide positive incentives and are connected to high
scores in inspections, housekeeping, and reporting rates of
HSSE observations.
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Occupational health
Kvaerner in Norway participates in the More Inclusive
Working Life (IA) agreement. The IA Agreement is an
instrument aimed at reducing sick leave and increasing the
focus on job presence.
Kvaerner cooperates with some other companies who
share a relation to Aker. The company’s participation in
the Aker Active programme, which offers a wide range
of activities within physical exercise and nutrition for
employees on all locations, is an example of health
initiatives. More information is available in Kvaerner’s ESG
report for 2019 published on https://www.kvaerner.com/
about-us/corporate-responsibility/corporate-responsibilityreporting/.
Environment
Kvaerner continuously works to reduce the environmental
footprint of our operations and products. From 2020
and onwards, Kvaerner will gradually adopt Task
Force on Climate-related Financial Disclosures (TCFD)
recommendations on climate-related ﬁnancial disclosures
in order to provide stakeholders will structured information
about how the company managing climate-related issues
that affect its business.
The Kvaerner methodology for reporting environmental
impact derives from the Greenhouse Gas Protocol (GHG) and
the Global Reporting Initiative (GRI). Kvaerner is certiﬁed
according to the ISO 14001:2015 standard.
In a typical EPC project managed by Kvaerner, up to
two-thirds of the contract value is related to procurement
from subcontractors or contributions from partners. The
procured materials and products therefore constitute a
signiﬁcant proportion of the total environmental footprint
of Kvaerner’s deliveries. In our supplier declaration, which
all suppliers to Kvaerner must sign in order to be prequaliﬁed, suppliers must therefore commit to work to
minimise negative impacts on the environment, taking into
consideration the full life cycle of their products. Suppliers
commit to work to achieve energy efﬁciency and minimise
harmful discharge, emissions and waste production, and
to comply with national environmental legislation and
discharge permits.
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In order to minimise the environmental impact, Kvaerner
is also executing several energy efﬁciency initiatives within
the company’s own operations. In addition, Kvaerner is
continuously conducting environmental monitoring of dust,
water, sediments and noise from its Stord yard. As a part
of the measuring programme at the Stord yard, monitoring
of pollutants in blue mussels and ﬁsh has been carried out
in 2019 and noise emission maps have been updated. In
2019, Kvaerner has increased its focus on waste recycling.
Newly purchased cars used at the yards are electric
vehicles. More information is available in Kvaerner’s ESG
report for 2019 published on https://www.kvaerner.com/
about-us/corporate-responsibility/corporate-responsibilityreporting/.
Kvaerner has actively participated in clean the beachday on Kvaerner’s locations.
Security
Due to the global nature of Kvaerner’s operations, the
company is exposed to changes in the global risk situation.
Kvaerner operates in a wide range of regions, which means
that potential security threats may arise. Kvaerner is linked
to International SOS and Control Risks, which provides a
global tool for risk assessment and risk control. To mitigate
possible risk situations, all employees can at all times be
provided with a reliable and updated risk assessment and
have access to information, as well as to local contacts
and a pre-established network. Currently, Kvaerner has no
operations in areas with high or extreme risk as classiﬁed
by International SOS.
With regards to cyber security, Kvaerner has joined
the Aker group-wide security initiative, further promoting
a uniform security approach across the Aker companies.
Several security products have been implemented as
countermeasure to the increased cyber security threat, with
emphasis on phishing.

People and organisation
The organisational structure of Kvaerner was changed as of
1 October 2019. The three operational areas in Kvaerner
are Process & Structures, FPSO and Renewables. Each of
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the areas is headed by an executive vice president. The
new EPCI unit is established to contain all resources, the
yards and stafﬁng functions to support the organisation.
The resource centers Business Development, Finance
and Corporate Support remain unchanged. The executive
management team of Kvaerner (EMT) consists of eight
persons including President & CEO. A complete presentation
of the EMT is available at https://www.kvaerner.com/
members-category/executive-management-team/.
More information is available in Kvaerner’s ESG report
for 2019 published on https://www.kvaerner.com/aboutus/corporate-responsibility/corporate-responsibilityreporting/.
Developing people and teams
Kvaerner is globally recognised for its expertise in
executing large and complex oil and gas projects. Kvaerner’s
expertise within the ﬁelds of engineering, procurement and
construction builds on multidiscipline competence from
successful projects both in and outside Norway.
Kvaerner has earned this reputation due to extensive
investments in organised workplace training and
continuous focus on developing skills and capabilities. The
company’s competitive edge is more dependent on people
and competence than on physical facilities. Kvaerner’s
ability to further develop its employees’ competence in
a manner that enable them to execute projects in new
market segments and geographical regions is of strategic
importance. Training and competence transfer to new
generations of skilled employees is equally important.
Kvaerner Academy is our established learning
institution providing strategic leadership courses and other
development courses for strategic and critical business
areas. The courses provided are constantly evaluated and
adjusted in order to keep a high quality of the training
programmes and to ensure that the content is updated and
to keep a state-of-art level.
More information is available in Kvaerner’s ESG report
for 2019 published on https://www.kvaerner.com/aboutus/corporate-responsibility/corporate-responsibilityreporting/.
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Organisational development
Throughout 2019, Kvaerner has been working with
follow-up activities after the People Survey 2018. Three
major focus areas were identiﬁed as improvement areas;
leadership, working environment and communication. We
have been strengthening our leadership by conducting
regular meetings for people leaders, encourage participation
in Kvaerner Leadership Development programmes and
provide general coaching and guidance in people matters.
A succession management programme has also been
implemented on the top levels in the organisation.
To improve and develop our working environment
even further with a special attention to avoid and prevent
bullying, harassment and discrimination, it is a clear focus
area in Kvaerner to increase awareness around such
matters. Kvaerner has a zero tolerance for any kind of
bullying, harassment and discrimination, and any incident
would be a breach of our code of conduct.
Diversity and inclusion
Kvaerner is emphasising diversity of gender, experience,
competence, age, education, ethnicity, sexual orientation
and disabilities. We cover many nationalities and the
principles of equal opportunity are well established
throughout the group. No differences shall exist due to
nationality, religion or ethnicity. Employment conditions
and compensation packages are based on responsibility,
complexity of job and personal performance, irrespective of
gender, religion or ethnicity.
Leadership training is an important contribution towards
increasing diversity of people promoted to managerial
positions. In 2019, the share of women holding senior
management positions was 18 percent compared to 22
percent in 2018, whereof the share of women completing
leadership training in 2019 was 29 percent. In 2019, one of
the eight EMT members is a woman and two of Kvaerner’s
ﬁve shareholder-elected Directors are women. One of three
Directors elected by and among the employees is a woman.
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Remuneration and performance
Kvaerner shall provide an individual compensation
level for employees and management which enables
the company to attract, retain and motivate employees
and leaders with the right attitudes, skills and ability to
deliver strong performance in accordance with Kvaerner’s
values and the Code of Conduct. Kvaerner aims to reward
performance, results, skills, attitude and behaviour. The
total remuneration shall be internally fair, consistent,
comprehensible and competitive without being market
leading. Kvaerner uses regular benchmark to ensure we
stay competitive. For further details, see Note 5.
The total remuneration for executives, senior
management and management consists of three main
elements:
Annual base salary
Beneﬁts
Participation in a variable pay programme

>
>
>

The executives, senior management and management are
members of the standard pension and insurance schemes
applicable to all employees in the company. Other beneﬁt
programmes are not granted. The variable pay programmes
shall secure a market competitive total remuneration as
well as being a driver for exceptional ﬁnancial, operational
and personal performance.
Completion of the performance management process
is fundamental to secure the connection between
performance and remuneration. For management taking
part in variable pay programmes, predeﬁned ﬁnancial,
operational and personal objectives are set on annual basis.
The achievement of the objectives is assessed and forms
basis for the remuneration triggered by the variable pay
programmes.
The assessment of achieved goals and performance takes
place in an annual performance dialogue, where discussion
around the individual’s performance and behaviour is
essential. This performance dialogue further provides
the opportunity for recognition of achieved results,
consideration of career opportunities and competence
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development. Kvaerner also encourages people managers
to provide regular feedback and coaching to their direct
reports.
Further details about remuneration to EMT members
are provided in Note 5 Employee beneﬁt expenses (page
28) in the consolidated ﬁnancial statements. The report to
shareholders on executives’ remuneration is approved by
the Board of Directors and is available on www.kvaerner.
com.

Share capital
The company’s shares are listed on Oslo Børs (Oslo Stock
Exchange) and are freely transferable. No transferability
restrictions are incorporated into the Articles of Association.
There are 269 000 000 shares issued and outstanding, all
of which are of the same class and with equal voting and
dividend rights. Each share has a par value of NOK 0.34.
The largest shareholder of Kværner ASA is Aker Kværner
Holding AS, holding 41.02 percent of the shares. Aker
ASA owns 70 percent of Aker Kværner Holding AS, while
the Norwegian Ministry of Trade, Industry and Fisheries
owns 30 percent as of 31 December 2019. Proposition No.
88 (2006–2007) to the Storting (Norwegian Parliament)
contains more detailed information concerning the
establishment of Aker Kværner Holding AS, and the
agreement between Aker ASA and the Norwegian Ministry
of Trade, Industry and Fisheries. The company is not party
to any agreement that is conditional upon offerings of takeover in the company.
Kvaerner had 8 969 shareholders (8 085) as of 31
December 2019, of which 22.3 percent (26 percent) were
non-Norwegian. The share price was NOK 11.12 at year-end
2019, compared to NOK 12.06 at year-end 2018. During
2019 Kvaerner’s share price decreased by 10.3 percent, the
Oslo Stock Exchange benchmark index increased by 10.7
percent and the Philadelphia Oil Service Index decreased by
15.6 percent.
As of 31 December 2019, Kværner ASA held 1 093 777
treasury shares.
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Outlook
In 2019, Kvaerner presented and ambition to grow annual
revenues to above NOK 10 billion for the year 2023.
The company expects that total income over time will be
composed of approximately one third of the revenues from
each of the three market areas: Process & Structures, FPSOs
and Renewables.
As most of the larger new contracts are expected to be
awarded in 2020 and 2021, combined with a slow market
for contract awards in 2018 and 2019, the 2020 annual
revenues are expected to decline to a level around NOK
6 billion for the Field Development segment. The EBITDA
margin for the year 2020 is estimated to approximately
three percent, reﬂecting temporarily declining revenues and
that ﬁxed costs are kept stable to position for upturn from
2021.
Further, Kvaerner estimates that a new normalised level
for net working capital (NCOA) will be in a band between
NOK 0 (nil) to negative NOK 1 billion from 2020 and
onwards. Kvaerner also expects a lower investment level
(capex) in 2020 and forward compared to the relatively
high investment levels seen in 2018 and 2019.
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Income statement 01.01 – 31.12
Note

2019

2018

3, 4

9 032

7 220

(5 946)

(4 372)

Salaries, wages and social security costs

5

(2 441)

(2 260)

Other operating expenses

6

(147)

(151)

498

437

(193)

(110)

306

327

Amounts in NOK million

Total revenue and other income
Materials, goods and services

Operating proﬁt before depreciation and amortisation
Depreciation, amortisation and impairment

10, 11, 16

Operating proﬁt/(loss)
Finance income

7

49

38

Finance expenses

7

(47)

(27)

Proﬁt/(loss) before tax
Income tax expense

307
8

Proﬁt/(loss) from continuing operations
Proﬁt/(loss) from discontinued operations

(64)
244

26

Proﬁt/(loss) for the year

(10)

338
(60)
278
0

233

278

233

278

Proﬁt/(loss) for the period attributable to:
Equity holders of the parent company
Earnings per share (NOK):
Basic and diluted EPS continuing operations

9

0.91

1.04

Basic and diluted EPS discontinued operations

9

(0.04)

0.00

Basic and diluted EPS - total operations

9

0.87

1.04

The notes on pages 23 to 58 are an integral part of these consolidated ﬁnancial statements.
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Statement of other comprehensive income 01.01 - 31.12
2019

2018

233

278

- Fair value adjustment recognised in equity

0

1

- Reclassiﬁed to proﬁt or loss

0

0

Translation differences - equity-accounted investees (no tax impact)

1

0

Translation differences - foreign operations (no tax impact)

5

2

(1)

(3)

5

0

Amounts in NOK million

Proﬁt/(loss) for the year
Items that may be reclassiﬁed to proﬁt or loss in subsequent periods:
Cash ﬂow hedges, net of tax

Reclassiﬁcation of translation differences on discontinued operations and international branches
Items that may be reclassiﬁed to proﬁt or loss in subsequent periods
Items not to be reclassiﬁed to proﬁt or loss in subsequent periods:
Actuarial gains/(losses) on deﬁned beneﬁt pension plans, pre tax
Actuarial gains/(losses) on deﬁned beneﬁt pension plans, tax effect

(27)
6

(19)
3

Actuarial gains/(losses) on deﬁned beneﬁt pension plans, net of tax

(21)

(16)

Items not to be reclassiﬁed to proﬁt or loss in subsequent periods

(21)

(16)

Total other comprehensive income for the year, net of tax

(16)

Total comprehensive income for the year

217

262

(16)

217

262

Total comprehensive income attributable to:
Equity holders of the parent company
The notes on pages 23 to 58 are an integral part of these consolidated ﬁnancial statements.
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Balance sheet as of 31 December
Amounts in NOK million

2019

Note

Assets
Non-current assets
Property, plant and equipment
Right-of-use assets
Intangible assets
Investments in associated companies and jointly
controlled entities
Interest-bearing receivables
Other non-current assets
Total non-current assets
Current assets
Current tax assets
Trade and other receivables
Contract assets
Fair value embedded derivatives
Cash and cash equivalents
Retained assets of business sold
Total current assets
Total assets

10
16
11
24

1 164
121
740

967
710

73
20
8
2 126

69
7
1 753

1
983
915
8

947
427
28

2 324
0

3 165
0

4 231
6 357

4 567
6 320

8
12
3
21
13
26

2018

Amounts in NOK million

Equity and liabilities
Equity
Share capital
Share premium
Retained earnings
Other reserves
Total equity
Non-current liabilities
Non-current lease liabilities
Employee beneﬁts obligations
Other long term liabilities
Deferred tax liabilities
Total non-current liabilities
Current liabilities
Current lease liabilities
Current tax liabilities
Provisions
Fair value embedded derivatives
Trade and other payables
Contract liabilities
Retained liabilities of business sold

Note

2019

2018

9, 14

91
729
2 672
(107)
3 385

91
729
2 710
(91)
3 439

16
15
8

16
8
18
21
19
3
26

Total current liabilities
Total liabilities
Total liabilities and equity

87
235
8
313
643

218
10
265
494

36
1
170
1
2 012
84
26

233
14
1 761
343
35

2 330
2 972
6 357

2 386
2 880
6 320

The notes on pages 23 to 58 are an integral part of these consolidated ﬁnancial statements.
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Statement of changes in equity 01.01 – 31.12
Currency
translation reserve

Number of shares

Share capital

Share premium

Retained earnings

Hedge reserve

269 000 000

91

729

2 431

0

Proﬁt/(loss) for the period

-

-

278

-

-

Other comprehensive income

-

-

-

1

(1)

(16)

(16)

Total comprehensive income

-

-

278

1

(1)

(16)

262

Treasury shares

-

-

3

-

-

-

3

Employee share purchase programme

-

-

(2)

-

-

-

(2)

91

729

2 710

1

(7)

Proﬁt/(loss) for the period

-

-

233

-

-

Other comprehensive income

-

-

-

0

5

(21)

(16)

Total comprehensive income

-

-

233

0

5

(21)

217

Treasury shares

-

-

(1)

-

-

-

Employee share purchase programme

-

-

(3)

-

-

-

(3)

Dividend

-

-

(268)

-

-

-

(268)

91

729

1

(2)

Amounts in NOK million

Equity as of 31 December 2017

Equity as of 31 December 2018

Equity as of 31 December 2019

269 000 000

269 000 000

The notes on pages 23 to 58 are an integral part of these consolidated ﬁnancial statements.

2 672

(6)

Pension reserve
(69)
-

(85)
-

(106)

Total equity
3 176
278

3 439
233

(1)

3 385
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Statement of cash ﬂows 01.01 - 31.12
Amounts in NOK million

Note

2019

2018

233

278

Cash ﬂow from operating activities
Proﬁt/(loss) for the period
Adjusted for:
Income tax expense

8

Net ﬁnancial items

7

Depreciation, amortisation and impairment

10, 11, 16

Difference between pension premiums paid and pension expense, deﬁned beneﬁt schemes
Difference between income and dividends received from equity accounted investees

24

64
(2)
193

(3)

(4)

(54)

(0)

Interest income received

41
(14)

Changes in other net operating assets
Net cash from operating activities

110

(16)

(Gains)/losses on sale of ﬁxed assets
Income taxes paid

60
(11)

(6)
27
(10)

(592)

329

(98)

719

Cash ﬂow from investing activities
Investment in property, plant and equipment and intangible assets

10, 11

Other cash ﬂow from investing activities

(374)

(334)

(16)

(1)

(391)

(335)

Interest expense and fees paid

(30)

(17)

Interest portion on lease liabilities

(12)

Principle portion on lease liabilities

(40)

Net cash from investing activities
Cash ﬂow from ﬁnancing activities

Treasury shares
Employee share purchase programme

(8)

(9)

(4)

(268)

Net cash from ﬁnancing activities

(367)
15

Net increase/(decrease) in cash and bank equivalents

(841)

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

The notes on pages 23 to 58 are an integral part of these consolidated ﬁnancial statements.

13

-

(8)

Dividend payment
Effect of exchange rate changes on cash and bank equivalents

-

(29)
(4)
352

3 165

2 812

2 324

3 165

21
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Notes to the annual consolidated ﬁnancial statements
General information
Note 1

Company information

Kværner ASA (the company) and its subsidiaries (together Kvaerner or the group) is a specialised
provider of engineering, procurement and construction services for offshore platforms, onshore
plants, ﬂoating production units (i.e. FPSOs) and renewable energy solutions. Kværner ASA is
listed on the Oslo Stock Exchange under the ticker KVAER. Kværner ASA’s registered ofﬁce
address is Snarøyveien 20, 1360 Fornebu, Norway.

Note 2

Basis of preparation

Statement of compliance
These consolidated ﬁnancial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union, relevant interpretations
and additional requirements following the Norwegian Accounting Act as of 31 December 2019.
The consolidated ﬁnancial statements will be presented for approval by the Board of Directors
and President & CEO as shown on the dated and signed balance sheet.
The consolidated ﬁnancial statements will be approved by the Annual General Meeting on
24 March 2020.
Basis of measurement
The consolidated ﬁnancial statements are prepared on the historical cost basis, except for
derivative ﬁnancial instruments and deﬁned beneﬁt pension plan assets and liabilities which are
measured at fair value.
Functional and presentation currency
The consolidated ﬁnancial statements are presented in Norwegian kroner (NOK), which is Kværner
ASA’s functional currency.
All ﬁnancial information presented in NOK has been rounded to the nearest million, except where
otherwise indicated. As a result of rounding differences, numbers or percentages may not add up
to the total.

Alternative Performance Measures
Kvaerner discloses alternative performance measures in addition to those normally required by
IFRS. The group’s key measure of ﬁnancial performance is adjusted EBITDA. Adjusted EBITDA
excludes the impact of embedded foreign currency derivatives reported in jointly controlled
entities closely related to Kvaerner’s operating activities. See Note 4 for adjusted EBITDA
performance. EBITDA deﬁnition: earnings before interest (net ﬁnancial items), taxes, depreciation,
amortisation and impairment.
Financial reporting principles
The relevant ﬁnancial reporting principles are described in the relevant note to the consolidated
statements. In the section below, principles applicable to several notes and/or the overall ﬁnancial
statements are detailed. This is the ﬁrst set of annual ﬁnancial statements in which IFRS 16 Leases
has been applied. The effects of the transition to IFRS 16 are described in Note 16.
All other ﬁnancial reporting principles have been applied consistently to all periods presented in
these consolidated ﬁnancial statements.
Consolidation
The consolidated ﬁnancial statements of Kværner ASA incorporate the ﬁnancial statements of the
company and its subsidiaries, and the group’s interests in associates and joint arrangements.
Transactions eliminated in consolidation
Intra-group balances and transactions, and any unrealised gains and losses or income and
expenses arising from intra-group transactions, are eliminated when preparing the consolidated
ﬁnancial statements. Unrealised gains arising from transactions with associates and joint
ventures are eliminated to the extent of the group’s interest in the entity. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of
impairment.
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Foreign currency
Foreign currency transactions and balances
Transactions in foreign currencies are translated to the respective functional currencies of the
group entities at the exchange rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are retranslated to the functional
currency at the exchange rate on that date. Non-monetary assets and liabilities measured at
historical cost in a foreign currency are translated using the exchange rate on the date of the
transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are translated according to the functional currency at the exchange rates on the date
the fair value was determined.
Foreign operations
Items included in the ﬁnancial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates. The results and
ﬁnancial position of all group entities that have a functional currency different from the group’s
presentation currency are translated to the group’s presentation currency of NOK as follows:

>
>

Assets and liabilities, including applicable consolidation adjustments, for each balance sheet
presented, are translated at the closing rate on the date of that balance sheet
Income and expenses for each income statement are translated at the average exchange rates
for the year, calculated on the basis of 12 monthly rates

Foreign exchange differences arising from this translation are recognised in other comprehensive
income, and presented as a separate component in equity.
Exchange differences arising from the translation of the net investment in foreign operations are
included in other comprehensive income as a translation reserve. These translation differences are
reclassiﬁed to the income statement upon disposal or liquidation of the related operations.
Exchange differences arising from non-current monetary receivable or payable by a foreign
operation where settlement is neither planned nor likely in the foreseeable future, forms part
of the net investment in that entity and are recognised in other comprehensive income. These
translation differences are reclassiﬁed to the income statement upon disposal of the related
operations or when settlement of the receivable or payable is planned or is considered likely to
happen in the foreseeable future.
Accounting estimates and judgements
The preparation of these consolidated ﬁnancial statements requires management to make
judgements, estimates and assumptions that affect the group’s reported revenues, expenses,
assets and liabilities. Given the size and complexity of Kvaerner’s projects, the ﬁnancial
results could be materially impacted for any differences between current estimates and actual
outcomes. Estimation uncertainties result primarily from the outcome of arbitration processes
and ﬁnal project results impacted by costs to complete, incentives etc. Estimates and underlying
assumptions are continuously reviewed, based on historical experiences and expectations of
future events. Revisions to accounting estimates are recognised in the period in which the
estimates are revised and in any future periods affected. Relevant accounting estimates and
judgements are described in the respective note to the consolidated ﬁnancial statements.
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New ﬁnancial reporting standards
Some new standards, amendments to standards and interpretations have been published, but are
not yet effective and have not been applied in preparing these consolidated ﬁnancial statements.
These standards are not expected to have a material impact on the consolidated ﬁnancial
statements.

Note 3

Revenue and contract balances (IFRS 15)

Financial reporting principles
IFRS 15 was adopted on 1 January 2018 and introduced a new ﬁve step model that applies to
all customer contracts. The deliveries in contracts are reviewed to identify if there are distinct
performance obligations. As Kvaerner’s EPC contracts normally represent a single, combined
output for the customers, contracts will ordinarily contain one performance obligation. For the
majority of performance obligations/contracts, control has been assessed to be transferred to
the customer over time as the performance obligation is satisﬁed. Revenue is recognised over
time using a cost progress method, best reﬂecting the pattern of transfer of control of goods and
services to the customer.
Variation orders are included in the transaction price when they have been approved, either
verbally, in writing or implied by customary business practice. Variable considerations, such as
incentive payments, are included in the transaction price when they are highly probable to be
realised. Potential liquidated damages (LD) are recognised as a reduction of the transaction price
unless it is highly probable that they will not be incurred. Proﬁt on projects is not recognised until
the outcome of the performance obligations can be measured reliably. Contract costs are expensed
as incurred. The full loss is recognised immediately if contracts are forecast to be loss making. The
group’s revenue is mainly derived from contracts with customers. The disaggregation of revenue
is disclosed in Note 4, based on the following categories:
Construction contracts
Revenues from contracts with customers to provide engineering, procurement and construction
services (EPC-contracts) for offshore installations, onshore plants, FPSOs and decommissioning
projects which have no alternative use for the group. It has been assessed that these contracts
ordinarily will be one performance obligation and that revenue will be recognised over time using
a cost progress method. The cost progress method is based on the proportion of costs incurred
to date compared to the estimated total contract costs. Time and material are normally invoiced
on a monthly basis in accordance with progress and/or in line with achieved milestones, also
representing progress. Payment terms on invoiced amounts are normally 30 days. Some EPC
contracts include lease revenue, though these amounts are typically insigniﬁcant in context of the
contract and are therefore included in Construction revenue.
Services revenue
Revenue from contracts with customers for other services is recognised over time using a cost
progress method, or is recognised over time as man-hours and materials are delivered to the
customer. Payment terms are on average around 45 days after time and materials are delivered.
Hook-up contracts will normally be included within this category of revenue.

ANNUAL ACCOUNTS – KVAERNER GROUP

Revenue/share of result from joint ventures
On segment level, revenue and results from associated companies and jointly controlled
operations closely related to the group’s operating activities are presented gross. At group level,
the net share of result from joint ventures is presented in line with the equity method as part of
operating revenue and other income.
Other revenue
Other revenue relates to FEEDs, studies, sale of man-hours and other projects.
Lease revenue
Sublease arrangement for ofﬁces.
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Even though management has extensive experience in assessing project revenue, cost and margin,
uncertainties exist.
Cost to complete depends on productivity factors and the cost of inputs. Weather conditions,
performance of subcontractors and others with an impact on schedules, bulk materials prices and
currency rates can all affect cost estimates. Experience, systematic use of the project execution
model and focus on core competencies reduces, but do not eliminate the risk that estimates may
change signiﬁcantly. A risk contingency is included in project cost based on the risk register that
is prepared for every project and is updated throughout the project as the need for contingencies
lapses or new risks are identiﬁed.
Contract balances

Accounting estimates and judgements
Contract accounting estimates
The majority of the group’s revenues and proﬁts are derived from long-term construction
contracts which often have duration of up to four years from award date. These contracts
typically comprise integrated engineering, procurement, construction and integration activities,
often with the use of subcontractors, and give rise to complex technical and execution risks as
they are highly customised to customer requirements. Contracts may be lump sum, reimbursable,
target cost or a combination thereof, and often include incentive payments based on key
performance indicators (KPIs) and meeting key milestones, in particular towards the end of
the projects. KPIs can be related to schedule, cost targets, HSSE measures and others of which
some are objective, subject to interpretation or at the discretion of customers, and can include
reductions for penalty clauses for late delivery (liquidated damages). The scope of work to be
performed by the group may also change over time and can be subject to variations and claims
with both the customer and subcontractors which impact various factors including compensation,
costs, and contractual delivery dates.
Following the above, estimates are inherent in the group’s accounting for long-term construction
contracts and judgements are required to:

>
>
>

Determine the forecast revenues and proﬁt margin on each contract based on:
− Estimates of contract revenues including variable revenues which may be dependent upon
future performance; and
− Forecasts of contract costs at completion including risk contingencies for uncertain costs to
complete
Assess the stage of completion of the contract, which determines the revenues, costs and
margins to be recognised based on the project forecast. Progress measurement based on costs
has an inherent risk related to the cost estimate and the estimation uncertainty during the
early stages of a contract is mitigated by not recognising revenue in excess of costs on large
projects before project forecast is considered reliable, normally around 20 percent completion
Appropriately provide for any loss-making contracts

2019

Amounts in NOK million

Contract assets (unbilled revenue)

915

Contract liabilities (advances from customers and deferred revenue)

(84)

2018
427
(343)

Contract assets relate to consideration for work done, but yet not invoiced at reporting date
(revenue accruals). Contract assets are presented as receivables when the right to payment
becomes unconditional, typically when invoices are issued to customer for agreed amounts.
Contract liabilities relate to cash advances from customers for work not yet performed.
Movements in contract assets and liabilities relate to project portfolio and phasing of projects.
Revenue recognised in 2019 for performance obligations satisﬁed or partially satisﬁed in prior
years was NOK 169 million. This amount includes revenue recognised in 2019 for projects that
did not report margin in earlier periods as the project forecast was not considered reliable, in
addition to changes in estimates of variable revenue.
Largest projects in progress at year-end and backlog phasing
Project

Customer

Estimated
delivery

Field Development segment
Njord A Future

Equinor

2020

Nord Stream 2 onshore facility

Nord Stream 2

2020

Johan Sverdrup phase 2 process platform jacket

Equinor

2021

West White Rose engineering and marine operations

Husky Energy

2022

Johan Castberg FPSO

Equinor

2022

Johan Sverdrup riser platform modiﬁcation

Equinor

2022

Hywind Tampen offshore wind concrete hulls

Equinor

2022
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At year-end 2019, order backlog or remaining performance obligations, including Kvaerner’s
scope of work of jointly controlled entities, is estimated to be NOK 8 200 million. Incentives
are only included when they are regarded as highly probable and provisional sums are based
on most likely estimates. Order backlog or remaining performance obligations may change as a
result of change in scope of contracts and incentives. Estimated scheduling of the order backlog
is approximately 64 percent for execution in 2020 and approximately 36 percent for execution in
2021 and later.

Note 4

Operating segments

Kvaerner does not have any remaining operations in the US within the Downstream & Industrials
segment, and remaining legacies within the segment are presented as discontinued operations
in the group’s ﬁnancial statements. Consequently, Kvaerner continues to have one reportable
segment; Field Development.
Kvaerner has a matrix based organisational model, with operational areas and resource centres,
where the projects are the main focus. In September 2019, Kvaerner announced that it was
building its planned growth through a focus on three market areas. As from 1 October 2019,
the Field Development segment includes the following operational areas: Process & Structures,
Floating production units (i.e. FPSOs) and Renewables. Process & Structures serves the market
for traditional oil and gas platforms, onshore facilities, decommissioning and marine operations.
FPSOs was established in 2019 as an operating area dedicated to pursuing such projects. The
operating area Renewables was also established in 2019 to reinforce the focus on the market for
renewable business and pursue and execute projects within offshore wind power, green onshore
facilities and other renewable business.
Financial reporting principles
The accounting principles of the reportable segments are the same as described in this annual
report, except for hedge accounting and accounting for joint ventures. When contract revenues
and contract costs are denominated in a foreign currency, the subsidiaries hedge the exposure
with Kvaerner Treasury. Hedge accounting is applied in segment reporting independently of
whether or not the hedge qualiﬁes for hedge accounting in accordance with IFRS. The Field
Development segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly
controlled entities closely related to Kvaerner’s operating activities while under IFRS, Kvaerner’s
investment is accounted for using the equity method. The correction of the non-qualifying hedges
to ensure that the consolidated ﬁnancial statements are in accordance with IFRS, is made as an
adjustment at Kvaerner’s corporate level. This means that the group’s segment reporting reﬂects
all hedging relationships as if hedge accounting applies even though they may not qualify in
accordance with IFRS. Inter-segment pricing is determined according to arm’s length principles.
Aggregation
The operational areas within the Field Development segment may meet the deﬁnition of an
operating segment but have been aggregated based upon criteria in IFRS 8. Aggregation of the
operating segments are considered to be consistent with the core principle of IFRS 8, as the
projects within all operational areas are engineering, procurement and construction services
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relating to the construction of onshore and offshore facilities to be used in the upstream oil and
gas industry or renewable energy industry, or otherwise below the thresholds of the standard.
The operating segments Process & Structures and FPSOs are considered to have similar economic
characteristics. Demand for the products and services in both operational areas are driven by the
oil price. The gross margin and proﬁt/loss in a given year is not necessarily similar. There are few
major projects within each operational area and the gross margin and proﬁt/loss in a given year
may be inﬂuenced by speciﬁc circumstances in one project. However, the long-term gross margin
is expected to be similar over the long term and into the future. Cash ﬂows and capex are also
similar, as well as the use of EPC contracts. Customer contracts for these operational areas are
typically a combination of reimbursable elements, lump sum elements, incentives and penalties.
The operational areas Process & Structures and FPSOs are considered similar in the respects of
nature of product/service, nature of production processes, the type of customer, distribution
method and regulatory environment. Both areas execute large and complex EPC projects. The
main customers for all projects within the operational areas Process & Structures and FPSOs are
the large, international oil companies.
Within the operating segment Renewables, offshore wind is a growing market where Kvaerner
is well positioned for ﬁxed and ﬂoating wind turbine foundations as well as for converter
platforms. This can be both steel and concrete structures, utilising Kvaerner’s competence from
the oil industry. The onshore green process industry is also considered part of renewables. Within
onshore renewables, Kvaerner aims to apply its proven execution model for carbon capture and
storage facilities, biofuels plants and hydrogen plants. Renewables may involve business with
existing customers and new clients compared with the Process & Structures and FPSOs operating
segments. Within renewables and offshore wind in particular, the market is international, with a
client base similar to our existing customers.
The majority of Kvaerner employees can be used for projects within all areas, as the skills and
knowledge needed are similar in the projects within the different areas.
As the two operating segments, Process & Structures and FPSOs, which represent the majority
of Kvaerner’s current business, have similar economic characteristics, and whilst the activity
within the Renewables segment is currently limited and below the thresholds of the standard for
separate segment reporting, all operating segments have been aggregated into a single reportable
segment.
Measurement of segment performance
Performance is measured by segment earnings before interest (net ﬁnancial items), taxes,
depreciation, amortisation and impairment (EBITDA) and earnings before interest (net ﬁnancial
items) and taxes (EBIT), as included in internal management reports. The Field Development
segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly controlled
entities closely related to Kvaerner’s operating activities. Segment proﬁt, together with key
ﬁnancial information as presented below, gives management relevant information in evaluating
the results of the segment and performance relative to other entities operating within the
industry. The President & CEO will normally not review ﬁnancial items or total liabilities on
segment level.
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2019 Operating segments
Amounts in NOK million

Note

Field
Development

Other/
Eliminations

Amounts in NOK million

Note

26

Field
Development

Other/
Eliminations

Total

2 218

48

2 267

235

8

243

2 454

56

2 510

Total
Liabilities

Operating revenue and other income

Current operating liabilities

Construction contracts

Non-current operating liabilities

7 316

Services revenue

936

Revenue/share of result from joint ventures

867

Other revenue

293

Revenue from contracts with customers

9 412

Lease revenue

14

(709)
315
(395)
-

Gain on sale of assets

0

-

Inter-segment revenue

0

(0)

Total operating revenue and other income

9 427

EBITDA

(395)

7 316
936

Operating liabilities

158

Non-current lease liabilities

608

Current lease liabilities

9 018
14
0

512

(14)

498

(45)

(193)

EBIT

365

(59)

306

EBITDA

512

(14)

498

Adjustment for equity accounted investees1
Adjusted EBITDA

10, 11, 16

512

6
(8)

6
505

Assets
Current operating assets

1 897

9

1 906

Non-current operating assets

1 904

121

2 024

Operating assets

3 801

129

3 930

Tax-related assets
Investments in associates and jointly
controlled entities
Investments in other companies
Financial receivables
Cash and cash equivalents
Retained assets of business sold
Total assets

36

Tax-related liabilities

314

Retained liabilities of business sold

26

Total liabilities

2 972

9 032

(147)

Depreciation, amortisation and impairment

87

1
73
8
20
2 324
0
6 357

Net current operating assets

(321)

(40)

(361)

(145)

(98)

Cash ﬂow
Cash ﬂow from operating activities
Investment in property, plant and
equipment and intangible assets

47
10, 11

374

-

374

Order intake (unaudited)

6 902

-

6 902

Order backlog2

8 200

-

8 200

Own employees (unaudited)

2 806

27

2 833

1 Impact of embedded derivatives reported in jointly controlled entities closely related to Kvaerner’s operating activities.
2 Refer to Note 3 for more information.
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2018 Operating segments
Amounts in NOK million

Note

Field
Development

Other/
Eliminations

Amounts in NOK million

Note

Field
Development

27

Other/
Eliminations

Total

2 313

38

2 351

218

10

229

2 531

49

2 580

Total
Liabilities

Operating revenue and other income

Current operating liabilities

Construction contracts

4 811

Non-current operating liabilities

1 272

Operating liabilities

4 811

Services revenue

1 272

Revenue/share of result from joint ventures

898

Other revenue

267

Revenue from contracts with customers

7 248

(706)
658
(48)

192

Tax-related liabilities

925

Retained liabilities of business sold

7 200

Lease revenue

-

14

14

Gain on sale of assets

6

-

6

Inter-segment revenue
Total operating revenue and other income

0

(0)

-

7 253

(34)

7 220

487

(51)

437

266
35

Total liabilities

2 880

Net current operating assets

(885)

Depreciation and amortisation
Goodwill impairment

10, 11

(110)

-

(110)
-

11

EBIT

377

(51)

327

EBITDA

487

(51)

437

Adjustment for equity accounted investees 1

-

(9)

487

(60)

427

Current operating assets

1 428

(26)

1 402

Non-current operating assets

1 677

(0)

1 677

Operating assets

3 105

(26)

3 079

Adjusted EBITDA

(9)

Assets

Investments in associates and jointly controlled entities
Investments in other companies
Cash and cash equivalents
Retained assets of business sold
Total assets

69
7
3 165
0
6 320

(949)

Cash ﬂow
Cash ﬂow from operating activities

EBITDA

(64)

Investment in property, plant and
equipment and intangible assets
Order intake (unaudited)
Order backlog
Own employees (unaudited)

10, 11

569

151

719

334

-

334

9 827

-

9 827

10 625

-

10 625

2 698

29

2 727

1 Impact of embedded derivatives reported in jointly controlled entities closely related to Kvaerner’s operating activities.
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Major customers
For the group, revenue and other income from the three largest customers represented NOK 7.9
billion, or 87 percent, of total revenue of NOK 9 billion (2018: NOK 6.6 billion and 91 percent).
Of this, one customer represented 73 percent (2018: 81 percent), the second represented nine
percent (2018: eight percent) and the third represented ﬁve percent (2018: three percent) of the
total revenue of the Kvaerner group.

Note 5

For the Field Development segment, revenue and other income from the three largest customers
represented NOK 8.6 billion, or 91 percent, of the segment’s total revenue of NOK 9.4 billion
(2018: NOK 6.7 billion and 93 percent). Of this, one customer represented 78 percent (2018: 82
percent), the second represented nine percent (2018: eight percent) and the third represented four
percent (2018: three percent) of the total revenue of the Field Development segment.

Under the variable pay programmes some executives are entitled to a matching element paid in
Kvaerner shares after three years. The monetary amount earned is converted into a number of
shares based on the market value of the shares on 30 April the year after the grant date of the
programme. Expected future dividends over the vesting period are considered when determining
the grant date fair value per share. The grant date fair value of the shares is expensed over the
vesting period until the shares are allocated. The shares are allocated to the executive conditional
upon continued employment. The executive does not receive any dividends until the shares are
allocated.

Geographical information
Geographical segment revenue is based on the geographical location of customers’ operations.
Non-current segment assets are based on geographical location of the assets.

Employee beneﬁt expenses

Financial reporting principles
Employee beneﬁts comprise all types of remuneration to personnel employed by the group and
are expensed as the related service is provided. A liability is recognised for the amount expected
to be paid as a result of past service provided by the employee.

Employee beneﬁt expenses
Total revenue
and other income
Amounts in NOK million

2019

2018

Non-current
segment assets
2019

Amounts in NOK million

2018

Note

Salaries and wages including holiday allowance
Social security tax/national insurance contribution

Norway

7 972

6 698

1 898

1 674

Europe

944

432

1

1

Other employee costs

Canada

67

78

5

2

Salaries, wages and social security costs

Rest of the world
Total

50

13

0

0

9 032

7 220

1 904

1 677

Pension costs including social security tax

15

2019

2018

1 944

1 779

282

260

146

156

69

65

2 441

2 260

Guidelines for remuneration to the President & CEO and the executive management of Kvaerner
The main purpose of the executive remuneration programme is to encourage a strong and
sustainable performance-based culture, which supports growth in shareholder value. The total
remuneration to executives consists of

>
>
>

annual base salary
participation in a variable pay programme
pension and beneﬁts

General
The company practices standard employment contracts and standard terms and conditions
regarding notice period and severance pay for the President & CEO and executive management.
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Pension and beneﬁts
The President & CEO and the members of the executive management team participate in a
standard employee and management pension scheme, a standard disability pension scheme and a
standard insurance plan applicable to all employees in the company.
Variable pay programme
The company has a deliberate policy of offering limited ﬁxed beneﬁts, and rather securing
market competitiveness by offering participation in an annual executive variable pay programme.
The objective of the programme is to recognise and reward the achievement of ﬁnancial and
operational results as well as personal performance. The earnings under the programme are
dependent on annual achievement of ﬁnancial targets, the company’s key performance indicators
and personal performance rating.
Executive management and some senior managers are entitled to a matching element under the
programme paid in Kvaerner shares after three years. In 2019 the company awarded 187 092
shares under the 2018 programme which will be delivered to executive management in 2021, if
still employed. Expected dividends per annum at grant date has been reﬂected in determining the
grant date fair value per share of NOK 12.14. The total expense in 2019 related to the matching
element was NOK 2.3 million (NOK 3.0 million in 2018) for executive management.
Employee share purchase programmes
In 2019 a share purchase programme was offered to all Norwegian employees. A total of
1 430 429 Kværner ASA shares were distributed to the employees in December 2019 at a price
of NOK 12.46 per share. A share purchase programme was also offered in 2018.
Share options programme
The company does not offer share options programmes to any managers or employees or other
share based payment compensation programmes, except for the share based variable pay
programme described above.
Severance pay
Severance pay is applicable in case there is a mutual understanding between the company and
the executive or some senior managers that the employment shall be terminated or the company
requests the resignation of the executive management and senior managers out of concern for
the affairs of Kvaerner. If so, they would be entitled to severance pay corresponding to three or
six months regular ﬁxed salary. Severance pay does not include holiday allowance or pension
entitlements.
Kvaerner has no outstanding loans or guarantees to any employees, managers or Directors.
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Remuneration to members of the executive management team
2019
Amounts in NOK

Base salary¹

Variable pay²

Other beneﬁts³

Pension beneﬁts4

Total remuneration

Karl-Petter Løken

01.01.2019 - 31.12.2019

5 162 769

3 009 440

11 887

99 150

8 283 247

Steinar Røgenes

01.01.2019 - 31.12.2019

2 247 162

1 634 649

14 571

174 035

4 070 417

Sturla Magnus

01.01.2019 - 31.12.2019

2 241 482

1 577 521

420 681

121 880

4 361 563

Idar Eikrem

01.01.2019 - 31.12.2019

2 456 418

1 849 730

12 324

156 561

4 475 034

Henrik Inadomi

01.01.2019 - 31.12.2019

2 140 155

2 183 614

14 689

113 368

4 451 826

Arnt Knudsen

01.01.2019 - 31.12.2019

2 146 422

1 598 496

19 526

293 706

4 058 150

Guro Høyaas Løken

01.10.2019 - 31.12.2019

596 260

301 138

2 479

39 504

939 381

Kenneth Simonsen

01.10.2019 - 31.12.2019

588 000

317 674

4 373

40 110

950 157

Elly Bjerknes

01.01.2019 - 30.09.2019

1 607 410

1 244 414

11 082

135 179

2 998 084

Hans Petter Mølmen

01.01.2019 - 30.09.2019

1 549 606

1 170 926

9 537

147 629

2 877 697

Ellen Grete Andersen

01.01.2019 - 30.09.2019

1 461 282

1 127 456

9 946

195 646

2 794 329

22 196 966

16 015 059

531 093

1 516 766

40 259 885

1
2
3
4

Base salary represents salary expensed while holding an executive position, and includes holiday pay.
Variable pay reported is based on expensed cost, while holding an executive position, rather than paid beneﬁts, and includes holiday pay.
Other beneﬁts include telephone, insurance agreements, housing allowance etc.
Pension beneﬁts include the standard employee and management pension scheme and a disability pension scheme.
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2018
Base salary¹

Amounts in NOK

Variable pay²

Other beneﬁts³

Pension beneﬁt4

Total remuneration

Jan Arve Haugan

01.01.2018 - 28.02.2018

1 247 628

-

7 675

15 751

1 271 053

Karl-Petter Løken

07.05.2018 - 31.12.2018

3 166 640

2 072 000

5 944

61 917

5 306 501

Steinar Røgenes

01.01.2018 - 31.12.2018

2 222 573

1 327 775

14 619

184 341

3 749 307

Sturla Magnus

01.01.2018 - 31.12.2018

2 216 954

1 153 239

656 791

113 236

4 140 220

Elly Bjerknes

01.01.2018 - 31.12.2018

2 224 454

1 323 811

12 149

187 370

3 747 784

Hans Petter Mølmen

01.01.2018 - 31.12.2018

2 125 846

1 209 967

12 958

212 067

3 560 839

Idar Eikrem5

01.01.2018 - 31.12.2018

2 991 708

2 208 048

10 521

116 364

5 326 641

Arnt Knudsen

01.01.2018 - 31.12.2018

2 123 342

1 288 791

17 520

424 698

3 854 352

Ellen Grete Andersen

01.01.2018 - 31.12.2018

2 066 192

1 183 294

12 173

294 204

3 555 864

Henrik Inadomi

01.01.2018 - 31.12.2018

2 116 735

1 412 811

11 973

111 621

3 653 141

22 502 073

13 179 736

762 324

1 721 568

38 165 701

1
2
3
4
5

Base salary represents salary expensed while holding an executive position, and includes holiday pay.
Variable pay reported is based on expensed cost, while holding an executive position, rather than paid beneﬁts, and includes holiday pay.
Other beneﬁts include telephone, insurance agreements, housing allowance etc.
Pension beneﬁts include the standard employee and management pension scheme and a disability pension scheme.
Acting President & CEO for the period 1 March 2018 until 6 May 2018.
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Remuneration to the Board of Directors

2019

2018
Board fees1

Amounts in NOK

Audit Committee
fees1

Remuneration
Committee fees1

Amounts in NOK

Board fees1

Audit
Committee fees1

Remuneration
Committee fees1
33 000

Leif-Arne Langøy

630 000

-

34 000

Kjell Inge Røkke2

345 000

-

34 000

Leif-Arne Langøy

615 000

-

Thorhild Widvey

345 000

90 000

34 000

Tore Torvund2, 4

122 500

-

7 000

Lone Fønss Schrøder

345 000

170 000

-

Kjell Inge Røkke3

335 000

-

26 000
33 000

Jan Arve Haugan3

-

-

-

Thorhild Widvey

335 000

87 500

Rune Rafdal4

172 500

90 000

-

Lone Fønss Schrøder

335 000

165 000

-

Ståle Knoff Johansen4

172 500

-

-

Jan Arve Haugan5

260 000

-

-

Line Småge Breidablikk4, 5

115 000

Rune Rafdal6

167 500

87 500

-

Ståle Knoff Johansen6

167 500

-

-

Bernt Harald Kilnes6

167 500

-

-

Bernt Harald Kilnes

4, 5

57 500

-

-

1 Fees listed in the table are earned remuneration for work performed in 2019 related to Board, Audit Committee and
Remuneration Committee meetings based on fees approved by the Annual General Meeting March 2019.
2 Fees paid directly to company The Resource Group TRG AS.
3 As CEO within the Aker ASA group, no additional remuneration paid.
4 Directors appointed by and from employees. Board fees to employee elected Directors are reduced in accordance with
agreement with employee representatives. Employee elected Directors have in addition received ordinary salaries from
the companies in which they are employed.
5 The Director Bernt Harald Kilnes left the Board in April, the Director Line Småge Breidablikk appointed to the Board in
April.

1 Fees listed in the table are earned remuneration for work performed in 2018 related to Board, Audit Committee and
Remuneration Committee meetings based on fees approved by the Annual General Meeting March 2018.
2 Directors resident outside Scandinavia are granted additional compensation of NOK 13 000 per physical Board meeting.
3 Fees paid directly to company The Resource Group TRG AS.
4 The Director Tore Torvund left the Board at Annual General Meeting March 2018.
5 Director appointed at Annual General Meeting March 2018.
6 Directors appointed by and from employees. Board fees to employee elected Directors are reduced in accordance with
agreement with employee representatives. Employee elected Directors have in addition received ordinary salaries from
the companies in which they are employed.
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Nomination Committee
The Articles of Association stipulate that the company shall have a Nomination Committee. The
Nomination Committee shall have no less than three members, who shall normally serve for a
term of two years.
The current members of the Nomination Committee are:
Arild S. Frick (Chair), Georg F. Rabl and Walter Qvam. Kvaerner’s General Meeting has adopted
guidelines governing the duties of the Nomination Committee.
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Remuneration Committee
The current members of the Remuneration Committee are the following three Directors:
Leif-Arne Langøy (Chair), Kjell Inge Røkke and Thorhild Widvey.
Fees to members of the Audit and Remuneration committees are subject to approval by the
Annual General Meeting 24 March 2020.

Audit Committee
The current members of the Audit Committee are the following three Directors:
Lone Fønss Schrøder (Chair), Thorhild Widvey and Rune Rafdal.

Direct shareholding1
Karl-Petter Løken

President & CEO

Steinar Røgenes

EVP EPCI

Shares entitlement as part of 2018
variable pay programme2

Shares entitlement as part of 2017
variable pay programme2

50 386

-

-

209 622

35 590

30 646

36 989

35 500

25 885

8 715

-

-

Sturla Magnus

EVP Process & Structures

Guro Høyaas Løken

EVP FPSOs

Kenneth Simonsen

EVP Renewables

77 589

-

-

Idar Eikrem

EVP & CFO

66 329

29 734

34 041

Arnt Knudsen

SVP Business Development

151 092

34 690

28 840

Henrik Inadomi

SVP Corporate Support & General counsel

248 642

34 541

32 013
-

Jan Arve Haugan3

Director

194 843

-

Ståle Knoff Johansen

Director

12 872

-

-

Rune Rafdal

Director

8 737

-

-

Line Småge Breidablikk

Director

1 634

-

-

1 The overview includes only direct ownership of Kvaerner shares and does not include:
Chairman Leif-Arne Langøy holdings of 194 827 shares through a privately owned company.
Director Kjell Inge Røkke’s indirect ownership in Aker ASA through The Resource Group TRG AS and subsidiaries.
EVP & CFO Idar Eikrem holdings of 115 000 shares through a privately owned company.
2 Allocated shares related to 2017 variable pay programme will be transferred in 2020, and allocated shares related to 2018 variable pay programme will be transferred in 2021, if still employed at applicable future dates.
3 Jan Arve Haugan and related parties.
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Other operating expenses

Note 7

Financial reporting principles
Materials, goods and services costs reﬂect costs that relate directly to the speciﬁc contracts and
costs that are attributable to contract activity. Costs that cannot be allocated to contract activity
are classiﬁed as other operating expenses.
2019

2018

Rental cost for buildings and other ofﬁce and premises cost1

18

22

Other operating expenses related to ofﬁce and equipment

23

8

Hired services and external consultants including audit fees

80

86

18

18

Amounts in NOK million

Travel expenses
Insurance, guarantee and other service cost2

(46)

3

Maintenance buildings and equipment

13

4

Other3

41

10

147

151

Total

1 Rental cost for buildings and other ofﬁce and premises cost include release of Onerous lease provision from 2017 of
NOK 53 million with NOK 34 million in 2019 and NOK 12 million in 2018.
2 Reduced guarantee cost in 2019 due to net project warranty releases of NOK 63 million. See Note 18 Provisions and
contingent liabilities.
3 Other expenses mainly include electricity, gas, tools and miscellaneous maintenance and personnel costs.

Amounts in NOK million

Audit

Financial reporting principles
Finance income and expenses comprise interest receivable on funds invested, dividend
income, foreign exchange gains and losses, interest payable on borrowings calculated using the
effective interest rate method, fair value gains or losses on ﬁnancial assets at fair value through
proﬁt or loss, gains or losses on hedging instruments that are recognised in proﬁt or loss and
reclassiﬁcation of amounts previously recognised in other comprehensive income.
Foreign exchange translation differences are recognised in proﬁt or loss, except for differences
arising from translation of qualifying cash ﬂow hedges (to the extent that the hedge is effective),
which are recognised in other comprehensive income. Translation impacts of monetary assets
and liabilities related to operating activities are recognised within operating results. Embedded
derivatives will under certain circumstances be separated and recognised at fair value in the
balance sheet and the changes recognised in the income statement.
Finance income and expenses
Amounts in NOK million

2019

0

27

2

2

Other ﬁnance income

6

3

Foreign exchange movement embedded derivatives

-

7

49

38

Interest expense on ﬁnancial liabilities/facilities measured at
amortised cost

(22)

(20)

Net ﬁnance cost pension

(6)

(5)

3

Other ﬁnance cost

(1)

(3)

0

Interest expense on lease liabilities

2018

Other services

1

1

Total fees to KPMG

4

4

Finance expenses

0

0

Net ﬁnance expenses recognised in proﬁt and loss

Total continuing operations

4

4

Total discontinued operations

0

0

Total

4

4

Total audit fees - other auditor

1 Other services include NOK 0.7 million for 2019 and NOK 0.6 million in assistance on tax advisory services and
compliance related matters for 2018.

2018

41

Foreign exchange movement embedded derivatives

1

2019

Net foreign exchange gain

Finance income

3

Other assurance services

Finance income and expenses

Interest income on bank deposits

Fees to auditor
KPMG is group auditor. The table below presents fee expense in the year.

34

(12)

-

(6)

-

(47)
2

(27)
11

See Note 21 Derivative ﬁnancial instruments and Note 22 Financial instruments for information of
the ﬁnance income and expense generating items.
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Note 8

Income taxes

Financial reporting principles
Income tax expense comprises current and deferred tax. Income tax is recognised in proﬁt
or loss except to the extent that it relates to items recognised directly in equity or in other
comprehensive income.
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Income tax expense
Amounts in NOK million

Current tax expense
Prior year adjustment

Current tax
Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantially enacted at the reporting date. Current tax also includes
any adjustment to tax payable in respect of previous years and any tax liability arising from the
declaration of dividends.
Deferred tax
Deferred tax is recognised in respect of temporary differences between carrying amounts of
assets and liabilities for ﬁnancial reporting purposes and amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted at the
reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right
to offset current tax liabilities and assets, and they relate to income taxes levied by the same
tax authority on the same taxable entity, or on different tax entities, but they intend to settle
current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised
simultaneously.
A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable proﬁts will be available against
amounts that can be utilised. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax beneﬁt will be realised.
Accounting estimates and judgements
Kvaerner is subject to income taxes in several jurisdictions and judgement is required to
determine the worldwide provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of
business. Provisions are based on estimates of eventual additional taxes. Income tax expense is
calculated based on reported income in the different legal entities. Deferred income tax expense
is calculated based on the differences between the assets’ carrying value for ﬁnancial reporting
purposes and their respective tax basis that are considered temporary in nature.
The total amount of income tax expense and allocation between current and deferred income tax
requires management’s interpretation of complex tax laws and regulations in tax jurisdictions
where Kvaerner operates. Valuation of deferred tax assets is dependent on management’s
assessment of future recoverability of the deferred beneﬁt. Expected recoverability may result
from expected taxable income in the near future, planned transactions or planned tax optimising
measures. Economic conditions may change and lead to a different conclusion regarding
recoverability, and such change may affect the results for each reporting period.
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2019
(11)
-

2018
(16)
0

Total current tax expense

(11)

(16)

Current year's deferred tax expense

(45)

(45)

Prior year deferred tax adjustment

(7)

1

Total deferred tax expense

(52)

(44)

Total tax expense

(64)

(60)

Effective tax rate reconciliation
2019

2018

Proﬁt before tax

307

338

Expected income taxes (2019: 22 percent, 2018: 23 percent) of
proﬁt before tax

(68)

Amounts in NOK million

(78)

Tax effects of:
Prior year adjustments (current and deferred tax)

(7)

Permanent differences1

12

1
6

Effect of unrecognised timing differences and tax losses2

(4)

1

Change in tax rates3

-

Differences in tax rates from 22 percent (2018: 23 percent)4

3

(3)

(1)

(0)

(64)

(60)

Other
Total tax expense
Effective tax rate

21%

Tax effect of differences

(4)

1
2
3
4

12

18%
(18)

Permanent differences include impact of pension provision movements recognised in other comprehensive income.
Effect of non-recognised timing differences and tax losses is related to tax losses in international operations.
Impact of change in Norwegian Corporate tax rate from 23 to 22 percent as from 2019.
Effect of different tax rates in other jurisdictions.
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Recognised deferred tax assets and liabilities
2019

Amounts in NOK million

2018

Amounts in NOK million

Balance as of
1 January

Recognised in
proﬁt and loss

Other adjustments

Balance as of
31 December
20

Property, plant and equipment

11

20

Property, plant and equipment

19

1

-

Pensions

52

48

Net pensions

45

3

-

Construction contracts in progress
Tax loss carry-forwards
Provisions

(974)

(694)

608

315

12

36

Financial instruments

3

Other

(25)

Total deferred tax asset/(liability)

(313)

(11)
20
(265)

Change in net recognised deferred tax assets and liabilities

Amounts in NOK million

Property, plant and equipment
Net pensions
Projects under construction
Tax loss carry-forwards
Provisions
Financial instruments
Other
Total

Projects under construction
Tax loss carry-forwards
Provisions
Financial instruments
Other
Total

(269)

-

(694)

103

212

-

316

21

15

-

36

(2)

-

(11)

(4)

4

(44)

4

(10)
20
(225)

Amounts in NOK million

20
48

Recognised in
proﬁt and loss
1
4

Other adjustments
(10)
-

Balance as of
31 December
11
52

(694)

(280)

-

(974)

316

292

1

608

-

12

36
(11)
20
(265)

48

(425)

20
(265)

Tax loss carry-forwards

2019
Balance as of
1 January

36

(25)
2

13

3

(45)

-

(25)

(52)

4

(313)

Recognised tax losses carried forward

2019

2018

2 669

1 344

Recognised denied interest carried forward

84

90

Unrecognised tax losses carried forward

87

86

2 840

1 519

Total tax losses carried forward - continuing operations

Recognised tax losses and denied interest carried forward are related to the Norwegian
operations. Denied interest carried forward expires after ﬁve to ten years. Remaining recognised
tax losses have indeﬁnite expiry dates. Unrecognised tax losses are related to international ofﬁces
of which NOK 7 million expire within ﬁve years, NOK 4 million expire after ﬁve years and the
remaining have indeﬁnite expiry dates.
In addition to the tax losses above for continuing operations, unrecognised tax losses in the
group’s discontinued operations in North America amounted to NOK 640 million at year-end 2019
(2018: NOK 633 million).
The group has NOK 1 million in current tax liabilities at year-end 2019 (2018: NOK nil).
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Note 10 Property, plant and equipment

Financial reporting principles
The basic and diluted earnings per share are calculated as the ratio of the proﬁt for the year
that is due to the shareholders divided by the weighted average number of ordinary shares
outstanding. Treasury shares are not included in the weighted average number of ordinary shares.
Kvaerner currently has no share-based compensation that results in a dilutive effect on earnings
per share.

Financial reporting principles
Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses. The cost of self-constructed assets includes the cost of materials, direct labour, interest cost
on qualifying assets, an appropriate proportion of production overheads, and, where relevant, the
estimated costs of dismantling and removing the items and restoring the site on which they are
located. Where components of property, plant and equipment have different useful lives, they are
accounted for as separate components.

Earnings per share
2019

2018

244

278

Proﬁt/(loss) attributable to ordinary shares (NOK million):
Net proﬁt/(loss) - continuing operations
Net proﬁt/(loss) - discontinued operations

(10)

Net proﬁt/(loss) - total operations

233

278

267 825 787

267 429 795

Weighted average number of shares outstanding

0

Earnings per share (NOK):
Basic and diluted EPS - continuing operations
Basic and diluted EPS - discontinued operations
Basic and diluted EPS - total operations

0.91

1.04

(0.04)

0.00

0.87

1.04

Assets are mainly depreciated on a straight-line basis over the estimated useful lives of the assets
as follows:

>
>
>

Machinery, equipment and software: 3-15 years
Buildings and yard improvements: 8-30 years
Sites: No depreciation

Estimates for residual values are reviewed annually.
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Amounts in NOK million

Historical cost as of 1 January 2019
Additions1
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Buildings
and sites

Machinery,
equipment
and software

866
83

Under construction

Total

1 140

198

2 203

27

192

302

Amounts in NOK million

Historical cost as of 1 January 2018

1 118

30

2 063

53

194

260

-

-

(7)

Disposals

Scrapping

(7)

(7)

-

(15)

Scrapping

Transfers

1

61

(61)

1

Transfers

Currency translation differences

0

0

(0)

1

Currency translation differences

943

1 213

Accumulated depreciation as of
1 January 2019
Depreciation for the year
Impairment
Disposals
Scrapping
Currency translation differences
Accumulated depreciation as of 31
December 2019
Book value as of 31 December 2019

Total

13

(7)

2 485

Under construction

916

-

329

Machinery,
equipment
and software

Additions

Disposals

Historical cost as of 31 December 2019

Buildings
and sites

38

Historical cost as of 31 December 2018
Accumulated depreciation as of
1 January 2018

(1)

-

(1)

(77)

(47)

-

(123)

13

17

0
866

(0)
1 140

(27)

4

(0)
198

0
2 203

(457)

(806)

-

(1 263)

(37)

(59)

-

(97)

(418)

(818)

-

(1 236)

(39)

(66)

-

(105)

(0)

(0)

-

(0)

Disposals

-

1

-

1

-

6

-

6

Scrapping

77

47

-

123

0

-

(0)

-

(1 236)

Depreciation for the year

7

7

-

15

Currency translation differences

(0)

(0)

-

(0)

Accumulated depreciation as of 31
December 2018

(449)

(871)

-

(1 321)

493

342

329

Book value as of 31 December 2018

(0)
(418)

(818)

448

322

198

967

1 164

1 Additions, buildings and sites include NOK 48 million related to acquisition of Stord Industribygg Holding AS. Kvaerner
has purchased buildings and land at Stord which are used in Kvaerner’s production at the Stord yard.

At year-end 2019, Kvaerner has contractual commitments for acquisition of property, plant and
equipment amounting to NOK 65 million, mainly relating to development of the Stord yard.
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Note 11 Intangible assets
Financial reporting principles
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s
share of the net identiﬁable assets. Where fair value of net assets acquired exceeds consideration
paid, the resulting gain arising on an acquisition is recognised directly in the income statement.
Goodwill recognised on acquisitions of subsidiaries is presented within intangible assets.
Acquisitions of equity accounted investees do not result in goodwill as the full cost of acquisition
is included in the carrying value of the investment. Goodwill is carried at cost less accumulated
impairment losses.
Government grants
Government grants are recognised when it is reasonably certain that the company will meet the
conditions stipulated for the grants and that the grants will be received. Operating grants are
recognised systematically during the grant period. Grants are deducted from the cost which the
grant is meant to cover. Investment grants are recognised as a deduction of the asset’s carrying
amount.
Research and development
Expenditures on research activities undertaken with the prospect of obtaining new scientiﬁc or
technical knowledge and understanding, is recognised in proﬁt or loss as incurred. Expenditures
on development activities, whereby research ﬁndings are applied to a plan or design for the
production of new or substantially improved products and processes, is capitalised if the product
or process is technically and commercially feasible as well as being a separable asset. Capitalised
costs include the cost of materials, external contractors, direct labour and capitalised interest
on qualifying assets arising. Other development expenditures are recognised in proﬁt or loss as
incurred.
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Impairment loss recognition
Impairment losses are recognised in proﬁt or loss. Impairment losses recognised in respect of
CGUs are allocated ﬁrst to reduce the carrying amount of any goodwill allocated to the CGU and
then, to reduce the carrying amount of the other non-ﬁnancial assets in the CGU on a pro rata
basis. An impairment loss on goodwill is not reversed.
Accounting estimates and judgements
Goodwill
Management’s determination of the recoverable amounts of the cash generating units includes
assumptions regarding future project wins, their proﬁtability and terminal values. The recoverable
amounts of CGUs have been determined based on value-in-use calculations, which require the
use of estimates and judgements. As most of the larger new contracts are expected to be awarded
in 2020 and 2021, combined with a slow market for contract awards in 2018 and 2019, the
2020 annual revenues are expected to decline to a level around NOK 6 billion for the Field
Development segment. The EBITDA margin for the year 2020 is estimated to approximately three
percent, reﬂecting temporarily declining revenues and that ﬁxed costs are kept stable to position
for upturn from 2021.
Further, Kvaerner estimates that a new normalised level for net working capital (NCOA) will be in
a band between NOK nil to negative NOK 1 billion from 2020 and onwards. Kvaerner also expects
a lower investment level (capex) in 2020 and forward compared to the relatively high investment
levels seen in 2018 and 2019.
Intangible assets
Amounts in NOK million

Balance as of 1 January 2018

Intangible assets
excl. goodwill

Goodwill

Total

42

607

649

Amortisation
Except for goodwill, intangible assets, all of which have ﬁnite useful lives, are amortised on a
straight-line basis over their estimated useful lives, ranging from ﬁve to ten years, from the date
they are available for use.

Amortisation

Amortisation

(19)

-

(19)

Impairment
Goodwill is tested for impairment annually or more frequently if impairment indicators are
identiﬁed. Other tangible and intangible assets are assessed for impairment if there is any
indication of impairment. An impairment loss is recognised if the carrying value of an asset or
cash generating unit (CGU) exceeds its recoverable amount.

Impairment

(23)

-

(23)

73

-

73

Recoverable amount
The recoverable amount of an asset or a CGU is the greater of their net selling price and value
in use. In assessing value in use, estimated future cash ﬂows are discounted to their present
value using a pre-tax discount rate that reﬂects current market assessments of the time value of
money and the risks speciﬁc to the asset or CGU. For the purpose of impairment testing, assets
are grouped together into the smallest group of assets that generate cash ﬂows independently of
other assets or CGUs.

Additions
Balance as of 31 December 2018

Additions
Transfers
Balance as of 31 December 2019

(13)

-

74

-

74

102

607

710

(1)
132

607

(13)

(1)
740

ANNUAL ACCOUNTS – KVAERNER GROUP

KVAERNER ANNUAL REPORT 2019

Research and development costs
For the year ended 31 December 2019, the group capitalised development costs of NOK 73
million (2018: NOK 74 million) and recognised an impairment loss of NOK 23 million related to
the group’s strategic digitalisation project and IT systems as the criteria for capitalisation were
not met. In 2019 NOK 37 million (2018: NOK 21 million) has been expensed for research and
development as the criteria for capitalisation were not met. Research and development costs paid
by customers amounted to less than NOK 1 million in 2019 (2018: NOK 1 million).
At year-end 2019, Kvaerner has contractual commitments for acquisition of services and systems
amounting to NOK 11 million, mainly relating to Kvaerner’s digitalisation project.

2019 Impairment test
Key assumptions
Cash ﬂows from projects, including assumed project awards, are allocated to Stord yard CGUs and
Verdal yard based on which resources are used or normally would be used for project execution.
Management’s approach to determine the values that are assigned to each key assumption reﬂect
past experience and are as follows:

>
>

Goodwill- allocation by operating segment
2019

2018

Stord yard

421

421

Verdal yard

186

186

Total Field Development

607

607

Amounts in NOK million

Impairment testing of goodwill
Goodwill originates from the demerger from Aker Solutions in 2011 and was allocated to the
operational areas at that time, based on their estimated relative fair values. Following changes
in the composition of the cash generating units in 2016, goodwill was then reallocated to the
new operational areas, and as a result of these changes and historical impairments of goodwill,
the balance of NOK 607 million as at 31 December 2018 was allocated to the Process Solutions
operating segment (Stord yard CGU) and Structural Solutions operating segment (Verdal yard CGU).
Following the 1 October 2019 reorganisation and establishment of the operational areas Process
& Structures, FPSOs and Renewables, the goodwill balances have remained allocated to the yard
CGUs and the recoverable amount of the CGUs is assessed based on the forecast cash ﬂows to be
contributed by the Stord and Verdal yard CGUs to projects across the operational areas.
An alternative treatment would have been to re-allocate the goodwill to the new operating
segments based on their relative values as at the date of the reorganisation. However, such a
treatment would not reﬂect the economic substance of Kvaerner’s operations, as it could result
in a future impairment of goodwill (depending on the relative performance of the operating
segments), even if there was proﬁtable utilisation of the Stord and Verdal yards, the workforce
and the underlying technical and operational systems and processes which the goodwill balances
represent.

40

>
>
>
>
>

Assumed project awards is an essential element in the impairment testing. The group’s business
development organisation reviews and considers market prospects and selects target projects
Target projects are included based on a probability weighting assessed by business
development, i.e. probability that projects will go ahead and probability that Kvaerner will
be selected as supplier and estimated revenues and margins based on the scope of work and
Kvaerner’s experience and judgement from other projects
Cash ﬂow projections for on-going projects are based on budget and forecast
Explicit period for estimated cash ﬂows are fourth quarter 2019–2023
Terminal values reﬂecting long term, steady state revenue and margin levels are estimated
based on a combination of historic levels and judgement
An annual growth rate of one percent is used in calculating the terminal value
The pre-tax discount rate, based on a weighted average cost of capital assessment, used is
calculated based on the post-tax rate using an iterative process that gives the same net present
value of cash ﬂows pre- and post-tax. The post-tax discount rate applied in the testing is 8.9
percent, and pre-tax discount rates are 11 percent for Stord yard and 10.3 percent for Verdal
yard

For the yard Stord and Verdal CGUs recoverable amount for recognised goodwill exceeds the
related carrying values, and consequently the analysis indicates that no impairment is required.
Sensitivities
The following adverse changes could occur simultaneously before any impairment is required in
relation to the Stord yard CGU: revenue reduction of 30 percent, EBITDA margin reduction of 1.5
percentage points and increase in pre-tax discount rate of 2.4 percentage points.
The Verdal yard CGU is more sensitive to impairment: a simultaneous revenue reduction of
three percent and increase in pre-tax discount rate of 1.4 percentage points would result in an
impairment.
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Note 12 Trade and other receivables

Aging of trade receivables

Financial reporting principles
Trade and other receivables are classiﬁed at amortised cost and recognised at the original
invoiced amount less an allowance for doubtful receivables. Kvaerner applies a simpliﬁed
approach to provide for lifetime Expected Credit Losses in accordance with IFRS 9. The invoiced
amount is considered to be approximately equal to the value which would be derived under the
amortised cost method.
Amounts in NOK million

Note

2019

2018
370

Trade receivables1

286

Provision for impairment of receivables

(21)

Trade receivables, net

264

349

Advances to suppliers

56

56

639

531

Other receivables
Derivative ﬁnancial instruments

41

21

Total trade and other receivables
Other
Total trade and other current assets
1 Trade receivables are mainly related to contracts with customers.

Amounts in NOK million

Current

2018

225

198

Past due 0 – 30 days

28

148

Past due 31 – 90 days

11

2

Past due 91 days or more

22

22

286

370

Total

(21)

16

5

975

940

9

7

983

947

Note 13 Cash and cash equivalents
Financial reporting principles
Cash and cash equivalents include cash on hand, demand deposits held with banks and other
short-term highly liquid investments with original maturity of three months or less.

Amounts in NOK million

Restricted cash
Cash pool

Impairment losses in 2019 were NOK 1 million (2018: NOK 4 million).

2019

Interest-bearing deposits
Non interest-bearing deposits
Total

2019

2018

1

1

491

793

1 689

2 321

143

50

2 324

3 165
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Note 14 Equity

Note 15 Pension obligations

Share capital
Kværner ASA has one class of shares, ordinary shares, with equal rights for all shares. The holders
of ordinary shares are entitled to receive dividends and are entitled to one vote per share at
General Meetings.

Financial reporting principles
Deﬁned contribution plans
Obligations for contributions to deﬁned contribution pension plans are recognised as an expense
in the proﬁt or loss as incurred.

Total outstanding shares are 269 000 000 at par value of NOK 0.34 per share. All issued shares
are fully paid.

Deﬁned beneﬁt plans
The group’s net obligation for deﬁned beneﬁt pension plans is calculated as net present value
of future beneﬁts the employees have earned in the current and prior periods reduced with fair
value of plan assets. The plans are calculated separately. When the actuarial calculation results in
a beneﬁt to the group, the recognised asset is limited to the present value of any future refunds
from the plan or reductions in future contributions to the plan. The discount rate is the yield at
the balance sheet date on high-quality corporate bonds with maturities consistent with the terms
of the obligations. The calculation is performed by a qualiﬁed actuary using the projected unit
credit method.

Dividend of NOK 1.00 per share was paid in April 2019.
Treasury shares
The group purchases its own shares to meet the obligations under the matching element of the
variable pay programme. Purchase of own shares is recognised at cost as a reduction in equity
and is classiﬁed as treasury shares. No gain or loss is recognised in the income statement when
treasury shares are sold.
Amounts in NOK million

Treasury shares as of 31 December 2018
Purchase
Sale
Treasury shares as of 31 December 2019

Number of shares

Consideration

1 113 079

12

579 817

8

(599 119)
1 093 777

(7)
13

Hedging reserve
The hedging reserve relates to cash ﬂow hedges of future revenues and expenses against
exchange rate ﬂuctuations. The income statement effects of such instruments are recognised
in accordance with the progress of the underlying construction contract as part of revenues or
expenses as appropriate. The hedging reserve represents the value of such hedging instruments
that are not yet recognised in the income statement. The underlying nature of a hedge is that a
positive value on a hedging instrument exists to cover a negative value on the hedged position,
see Note 21 Derivative ﬁnancial instruments.
Pension reserve
The deﬁned beneﬁt plan actuarial gains and losses reserve includes remeasurement of the net
deﬁned beneﬁt liability, which comprise actuarial gains and losses on the return of plan assets
(excluding interest).
Currency translation reserve
The currency translation reserve includes foreign currency exchange differences arising from the
translation of the net investment in foreign operations.

The group determines the net interest expense/income on the net deﬁned beneﬁt liability/asset
for the period by applying the discount rate used to measure the deﬁned beneﬁt obligation at the
beginning of the annual period.
Remeasurements arising from deﬁned beneﬁt plans comprise of actuarial gains and losses,
return on plan assets (excluding interest) and the effect of the asset ceiling. Remeasurements are
recognised immediately in other comprehensive income.
When the beneﬁts of a plan are changed or when a plan is curtailed, the portion of the changed
beneﬁt related to past services from the employees and the gain or loss on the curtailment, is
recognised immediately in proﬁt or loss. The group recognises gains and losses on settlements of
deﬁned beneﬁt plans when settlements occur.
Accounting estimates and judgements
The present value of pension obligations depends on a number of assumptions regarding ﬁnancial
factors such as discount rate, expected salary growth, return on assets and demographical factors
such as mortality, employee turnover, disability and early retirement age. During the long period
of the pension obligation there will be changes in these assumptions effecting the pension
obligation.
Pension plans in Norway
The main pension arrangement in Norway is a general pension plan organised by the Norwegian
state. This arrangement provides the main general pension entitlement of all Norwegians.
All pension arrangements by employers consequently represent limited additional pension
entitlements.
Norwegian employers are obliged to provide an employment pension plan, which can be
organised as a deﬁned beneﬁt plan or a deﬁned contribution plan.
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Deﬁned contribution plan
All employees are included in the deﬁned contribution plan in Kvaerner. The annual contributions
expensed for the deﬁned contribution plan were NOK 99 million (2018: NOK 92 million). The
estimated contributions expected to be paid in 2020 are NOK 100 million.
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Total pension cost including payroll tax
Amounts in NOK million

Deﬁned beneﬁt plan
The deﬁned beneﬁt plan is a funded plan and represents the funded pension liability reported.
The plan is closed and members of the plan are retired. Kvaerner’s contributions to this plan in
2019 were NOK 17 million (2018: NOK 19 million) and the expected contributions for 2020 are
NOK 15 million.

Service cost¹

The net pension obligation is sensitive to deviations in mortality for the members versus the
mortality table used for calculating the obligation. As payments of the funds are relatively close in
time, in a pension perspective, the net pension obligation is sensitive to reductions in the values
of the investments.

Other pension cost

Compensation plan
To ensure that the employees were treated fairly at the change from the deﬁned beneﬁt plan
to the deﬁned contribution plan, the company introduced a compensation plan. The employees’
part of the plan are entitled to a compensation amount being the difference between calculated
pension capital in the deﬁned beneﬁt plan and the value of the deﬁned beneﬁt plan at the age
of 67 years. Until 2019 the compensation amount was adjusted annually in accordance with
the adjustment of the employees’ pensionable income and accrued interest according to market
interest. From 2019 the calculation method for the compensation scheme has changed, meaning
that the liability will be equal the actual accrued cash value.
AFP - early retirement arrangement
AFP is an early retirement arrangement organised by Norwegian employers, The Norwegian
Confederation of Trade Unions (LO) and the Norwegian state. The AFP plan is providing additional
lifelong pensions. The employees are given a choice of retirement age, with lower pension at
earlier retirement.
During 2017 the Norwegian Accounting Standards Board issued a comment concluding that
the AFP plan is a multi-employer deﬁned beneﬁt plan. The AFP plan exposes the participating
entities to actuarial risk associated with employees of other entities with the result that there is
no consistent and reliable basis for allocating the obligation, plan assets and costs to individual
participating entities. Sufﬁcient information is not available to use deﬁned beneﬁt accounting and
the AFP plan is accounted for as a deﬁned contribution plan.
The annual contribution expensed for the AFP plan was NOK 34 million (2018: NOK 33 million).
The estimated contributions to be paid in 2020 are NOK 34 million.
Pension plans outside Norway
All pension plans in Kvaerner companies outside Norway are deﬁned contribution plans.
Contributions to these plans were NOK 0.6 million in 2019 (2018: NOK 1 million). Estimated
contributions in 2020 are NOK 0.6 million.
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Administration cost

2019

2018

16

24

1

1

Settlements

(3)

Net periodic pension cost deﬁned beneﬁt plans

14

25

132

127

Pension cost deﬁned contribution plans
Net periodic pension cost
Net interest cost/(income)
Net periodic pension cost incl. net interest cost

-

-

5

146

156

6

5

152

160

1 In 2018, the service cost was increased by NOK 7 million following increased accruals for AFP liabilities.
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Movement in pension obligation and plan asset
Amounts in NOK million

Projected beneﬁt obligation as of 1 January

44

Deﬁned beneﬁt obligation speciﬁed by funded and unfunded pension plans
2019

2018

Amounts in NOK million

2019

2018

468

475

Funded

247

250

Service cost

16

24

Unfunded

235

218

Interest expense

13

11

Net employee beneﬁt assets/(employee beneﬁt obligations)

482

468

Payroll tax of employer contribution assets

(4)

(3)

(39)

(36)

2019

2018

Beneﬁts paid
Settlements
Remeasurements loss/(gain) to other comprehensive income (OCI)

(3)
31

(2)

Projected beneﬁt obligation as of 31 December

482

468

Plan assets at fair value as of 1 January

269

287

7

7

30

28

Included in other comprehensive income (OCI)
Amounts in NOK million

Remeasurements loss/(gain) from changes in:
Interest income
Contributions paid into the plan

(39)

(36)

Payroll tax of employer contribution assets

Beneﬁts paid

(4)

(3)

Administrative expenses paid

(1)

(1)

Remeasurements loss/(gain) to other comprehensive income
Plan assets at fair value as of 31 December
Effect of asset ceiling1
Net beneﬁt obligation as of 31 December

(8)
255
(8)
235

Effect of changes in ﬁnancial assumptions

13

Effect of experience adjustments

17

6

8

12

Return on plan assets (excluding interest income)
Changes in asset ceiling
OCI losses/(gains)

(8)

(11)

10

27

19

2019

2018

(12)
269
(19)

Analyses of assets in the deﬁned beneﬁt plan
Plan assets comprise:

218
Amounts in NOK million

As presented in the balance sheet
Employee beneﬁt assets

0

Employee beneﬁt obligations

(235)

Total

(235)

1 Asset ceiling is implemented to reduce net pension assets according to the IFRS deﬁnition of assets. The effect is
recognised in other comprehensive income (OCI).

0
(218)
(218)

Bonds
- Government

2

2

- Finance

22

36

- Private and Government enterprise

45

56

- Municipalities

79

100

Fund/Private Equity

106

74

Plan assets

255

269

Investments in bonds are made in the Norwegian market and most of the bonds are not listed on
any exchange. Market value at year-end is based on ofﬁcial prices provided by the Norwegian
Securities Dealers Association. Bond investments have on average a high credit rating, and most
of the investments are in Norwegian municipalities with a credit rating of AA.
Investments in funds/private equity are mainly funds that invest in listed securities and where
fund value is based on quoted prices.
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Note 16 Leases

Actuarial assumptions
The following are the principal actuarial assumptions at the reporting date:
2019

2018

Discount rate

2.20%

2.80%

Asset return

2.20%

2.80%

Salary progression

2.25%

2.75%

Pension indexation

0 - 4.00%

0 – 4.00%

G - multiplier
Mortality table

45

2.00%

2.50%

K2013

K2013

The discount rate is based on estimated Norwegian high quality corporate bond rate.
Assumptions regarding future mortality are based on the dynamic mortality table K2013. The
dynamic model expects improvements in life expectancy over time, expected for Kvaerner
employees as well. The current longevities underlying the values of the deﬁned beneﬁt obligation
at the reporting date were as follows:

Financial reporting principles
Kvaerner has adopted IFRS 16 Leases as of 1 January 2019. The new standard signiﬁcantly
changes how the group accounts for its leased assets (principally ofﬁces and certain operational
facilities), as IFRS 16 introduces a single on-balance sheet accounting model for lessees that has
some similarities to the previous accounting for ﬁnancial leases. Only leases for items of low
value and short-term leases may be exempt from on-balance sheet recognition based on available
practical expedients. Kvaerner has chosen to apply these practical expedients. There is no impact
of IFRS 16 on loan covenants as these are based on ﬁnancial ﬁgures excluding impacts from IFRS
16.
Kvaerner has elected to apply the modiﬁed retrospective approach (with practical expedients)
at the date of initial application; 1 January 2019, with no restatement of comparable periods.
The group will measure right-of-use assets at an amount equal to the liability, adjusted for any
prepaid or accrued lease payments and not choose the option to measure right-of-use assets
retrospectively. There was no impact on equity as at 1 January 2019 as a result of implementing
IFRS 16.
The following available practical expedients have been applied on transition to IFRS 16:

2019

2018

Males

22.3

22.3

Females

25.6

25.6

Males

24.6

24.6

Females

28.1

28.1

>

Assumed life expectancy retiring today (member age 65)

Assumed life expectancy retiring in 25 years (member age 40 today)

Sensitivity analysis
Calculation of the deﬁned beneﬁt obligation is sensitive to the actuarial assumptions set out
above. A sensitivity analysis for each signiﬁcant actuarial assumption is included below. Possible
changes at the reporting date to one of the relevant actuarial assumptions, holding other
assumptions constant, would have affected the deﬁned beneﬁt obligation by amounts shown
below:
Deﬁned beneﬁt obligation
Effects in NOK million

Discount rate (1% movement)
Future salary growth (1% movement)
Future pension growth (1% movement)

Increase
(24)

Decrease
30

1

(1)

27

(3)

>
>
>

Onerous lease assessment; rely on assessment of whether leases are onerous applying IAS 37
on 31 December 2018 as an alternative to performing an impairment review of right-of-use
assets for all its leases on 1 January 2019. Kvaerner reduced the right-of-use assets at
1 January 2019 by the NOK 33 million of onerous lease provisions recognised in liabilities in
the balance sheet at 31 December 2018
Apply the short term lease practical expedient to leases ending within 2019
Exclude initial direct costs from measurement of right-of-use assets at the date of initial
application
Use hindsight where permitted by IFRS 16, such as in determining lease term (use of option
periods)
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Right-of-use assets and lease liabilities

Impacts on transition to IFRS 16 Leases
Amounts in NOK million

Amounts in NOK million

Operating lease commitment at 31 December 2018 as disclosed in the group's
consolidated ﬁnancial statements

424

Balance at 1 January 2019

Discounted using the incremental borrowing rate at 1 January 2019

372

Depreciation expense

Recognition exemptions for:
(35)

Terminations

Leases of low-value assets

(57)

Installment lease payments

Extension and termination options reasonably certain to be exercised

4

Price adjustments

10
295

Weighted average discount rate (incremental borrowing rate)

Onerous lease provision

5%
295
(33)

Provision for ofﬁce upgrades
Right-of-use assets adjusted by amounts of provisions at 1 January 2019

Machinery
and vehicles

Total rightof-use assets

Lease
liabilities

248

12

260

295

(43)

(2)

57

2

(153)

Balance at 31 December 2019

-

(45)
59

59

(153)

(191)

121

123

(40)
109

11

1

New lease contracts

Right-of-use assets equal to liability

Land and
buildings

Additions

Short term leases

Lease liabilities recognised at 1 January 2019

46

Lease liabilities, maturity analysis contractual undiscounted cash ﬂows
Amounts in NOK million

2019

Amount due within one year

41

Amount due between one and ﬁve years

92

Amount due later than ﬁve years
Total undiscounted lease liabilities

0
134

(2)
260

Lease expenses and sub-lease income
Kvaerner has entered into various lease contracts, mainly related to rental of buildings, land and
sites for transportation, storage and decommissioning. In addition, Kvaerner is renting cranes,
cars, vessels, barges and various equipment and machinery related to operations at the Stord
and Verdal yards. The lease terms vary from short term lease contracts to lease contracts with
duration up to 10 years. Rent of machinery and equipment is project related and typically for a
short time period to cover peaks or special lifting or other operations. None of the leases include
signiﬁcant contingent payments. The majority of the long-term lease contracts are renewable at
the end of the lease period at market rates.
At the end of September 2019 Kvaerner moved its headquarters from Fornebuporten to
Snarøyveien 20 at Fornebu and recognised a gain on termination of the Fornebuporten lease of
NOK 34 million, presented within operational proﬁt. The new ofﬁces are sub-leased from Aker
Solutions, related party to Aker ASA and Kvaerner. Rent period is three years, to end of September
2022, with an option for an additional 18 months.
Kvaerner subleased separate ﬂoors of its previous ofﬁces at Fornebuporten to related parties.
Sublease payments for 2019 and 2018 amounted to NOK 14 million.

Lease liabilities included in the balance sheet
Amounts in NOK million

2019

Non-current

87

Current

36

Total lease liabilities

123

Cash outﬂow for leases
Amounts in NOK million

2019

Interest portion on lease liabilities

(12)

Principle portion on lease liabilities

(40)

Expense relating to variable lease payments not
included in lease liabilities
Expense relating to short-term leases
Expense relating to leases of low value assets
Total cash outﬂow for leases

(3)
(197)
(18)
(270)
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Effects on income statement
Amounts in NOK million

2019

(45)

Interest expense on lease liabilities

(12)
38

Expense relating to variable lease payments not
included in lease liabilities
Expense relating to short-term leases
Expense relating to leases of low value assets
Effect on proﬁt/(loss) before tax

Nominal
currency
value

2019

Depreciation of right-of-use assets
Gain on termination of lease agreements

47

(3)
(197)
(18)

Amounts in
million

Revolving
credit
facility

Multi
currency

2 000

Total noncurrent
borrowings

Book
value

-

Interest
margin

1.80%

Interest
rate

-

Effective
interest
rate

Maturity
date

Interest
terms

-

19 September
2024

IBOR +
Margin1

-

(237)
1 The margin applicable to the facility is decided by a margin grid based on the gearing ratio. Commitment fee is 40
percent of the margin.

2018

Note 17 Interest-bearing liabilities
Financial reporting principles
Interest-bearing loans and borrowings are measured at amortised cost.
Bank debt
The revolving credit facility agreement of NOK 2 000 million established in July 2015, originally
to mature in July 2020, was cancelled and reﬁnanced per 19 September 2019. The new credit
facility agreement, a revolving credit facility of NOK 2 000 million, matures in September 2024.
The facility is provided by a syndicate of high quality international banks. The revolving credit
facility was undrawn during 2019 and as per 31 December 2019. The terms and conditions
include restrictions which are customary for these kind of facilities, including inter alia negative
pledge provisions and restrictions related to acquisitions, disposals and mergers. There are also
certain provisions of change of control included in the agreement. There are no restrictions for
dividend payments. The facility is unsecured.
The ﬁnancial covenants are based on three sets of key ﬁnancial ratios; an equity ratio based
on consolidated total borrowings/consolidated total equity, a cash covenant calculated by
consolidated total borrowings less consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage ratio based on consolidated EBITDA/
consolidated ﬁnance costs. The ﬁnancial covenants are tested on a quarterly basis. As of 31
December 2019 the company is in compliance with all covenants. The margin applicable to the
facility is based on a margin grid determined by the gearing ratio.

Amounts in
million

Revolving
credit
facility
Total noncurrent
borrowings

Multi
currency

Nominal
currency
value

Book
value

Interest
margin

Interest
rate

Effective
interest
rate

Maturity
date

Interest
terms

2 000

-

2.00%

-

-

8 July
2020

IBOR +
Margin1

-

1 The margin applicable to the facility is decided by a margin grid based on the gearing ratio. Commitment fee is 40
percent of the margin.

Note 18 Provisions and contingent liabilities
Financial reporting principles
A provision is recognised in the balance sheet when the group has a present obligation as a result
of a past event, it is probable that the group will be required to settle the obligation and the
amount can be reliably estimated. Provisions are determined by discounting the expected future
cash ﬂows at a market based pre-tax rate that reﬂects current market assessments of the time
value of money and, where appropriate, the liability-speciﬁc risks. The unwinding of the discount
is recognised as a ﬁnance cost. Onerous contracts are measured at the lower of the expected cost
of terminating a contract and the expected net cost of continuing with the contract. All provisions
are presented as current liabilities as they are part of the operating cycle.
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Accounting estimates and judgements
The provisions are estimated based on assumptions and in nature highly judgemental. The various
provisions and the related assumptions and uncertainties are discussed below.

Amounts in NOK million

Balance as of 1 January 2018
Provisions made during the year
Provisions used during the year

Warranties

Onerous
contracts

Other

Total

78

53

18

148

6

195

189

(0)

(79)

(8)

Provisions reversed during the year

(0)

(12)

Currency translation differences

(0)

Balance as of 31 December 2018

0

(11)
(0)

(98)
(12)
(0)

187

33

13

233

Provisions made during the year

68

46

Provisions used during the year

(56)

-

(7)

4

118
(64)

Provisions reversed during the year

(84)

-

-

(84)

-

(33)

Provisions offset against right-of-use assets
(IFRS 16)

-

Currency translation differences

1

-

114

46

10

170

68

14

3

85

Balance as of 31 December 2019

(33)

(0)

1

Expected timing of payment as of 31
December 2019
Non-current
Current
Total

47

32

7

86

114

46

10

170

Warranties
Provisions for warranties relate to the possibility that Kvaerner, based on contractual agreements,
needs to perform guarantee work related to products and services delivered to customers. Such
warranties are deemed to be “assurance-type warranties” and are provided for in accordance with
progress during the project in question. The warranty period is normally two years. Based on
experience, the provision is often set at one percent of the contract value, but can also be a higher
or lower amount following a speciﬁc evaluation of the actual circumstances for each contract
and are based on experience from previous comparable projects. Factors that could affect the
estimated warranty cost include the group’s quality initiatives and project execution model.
At year-end 2018 and 2019, warranty provisions related to on-going projects amounted to NOK
30 million and NOK 68 million respectively.
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Onerous contracts
The provision includes onerous lease contracts and onerous customer contracts. The onerous lease
contract provision from 2018 related to separable parts of leased ofﬁce building that had been
vacated by Kvaerner. On transition to IFRS 16 Leases, 1 January 2019, right-of-use assets were
adjusted by the amounts of onerous lease provisions and provisions for required ofﬁce upgrades.
The onerous customers contracts provision relates to total estimated losses on customer contracts
upon completion.
Other
Other provisions mainly relate to severance pay to employees following capacity adjustments.
Contingent liabilities
Given the scope of Kvaerner’s worldwide operations, group companies are inevitably involved in
legal disputes in the course of their activities. Provisions have been recognised to cover expected
outcome of any disputes and litigation proceedings in accordance with applicable accounting rules.
Such provisions are based on management’s best judgement and estimates of a likely outcome of
the dispute and will be subject for review by in-house or external legal advisors. However, the
ﬁnal outcome of such disputes and litigation proceedings will always be subject to uncertainties,
and resulting liabilities may exceed recorded provisions. The disputes and litigation proceedings
are continuously monitored and reviewed, and recognised provisions are adjusted to reﬂect
management’s best estimates of most recent facts and circumstances. Litigation and arbitration
costs are expensed as incurred.
Signiﬁcant current disputes
Nordsee Ost project
In 2012, arbitration related to the Nordsee Ost project was ﬁled. The last wind jackets for the
project were delivered in October 2013.
In the group’s view, the legacy project related to Nordsee Ost is subject to signiﬁcant estimation
uncertainty and the outcome could have a material impact on the consolidated ﬁnancial
statements. Management’s assessments of the likely outcome of these proceedings, which form
the basis of the recoverable amounts recognised in the ﬁnancial statements, are subject to a high
degree of uncertainty as the proceedings have continued for many years, are subject to complex
interpretations of contractual, engineering, design and project execution issues and there are a
wide range of reasonably possible outcomes. It is currently not possible to estimate when the
arbitration will be ﬁnalised.
There is substantial uncertainty with respect to the ﬁnal ﬁnancial outcome of the Nordsee Ost
project, and to avoid prejudicing Kvaerner’s position, no estimate of the expected ﬁnal outcome is
disclosed.
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Note 19 Trade and other payables
Financial reporting principles
Trade and other payables are recognised at the original invoiced amount. The invoiced amount is
considered to be approximately equal to the value which would be derived under the amortised
cost method.
Amounts in NOK million

Note

Trade creditors
Accrued operating costs
Derivative ﬁnancial instruments

2019

2018

508

555

1 274

956

3

18

Public duties and taxes

162

155

Other current liabilities

66

78

2 012

1 761

Total trade and other payables

21

Note 20 Financial risk management and exposures
Financial risk
The group is exposed to a variety of ﬁnancial risks: currency, interest rate, price, credit, liquidity
and capital risks. Market risk affects the value of ﬁnancial instruments held. The objective of
ﬁnancial risk management is to manage and control ﬁnancial risk exposure and thereby increase
the predictability and minimise the potential adverse effects on the group’s ﬁnancial performance.
The group uses derivative ﬁnancial instruments to hedge certain risk exposure and applies hedge
accounting in order to reduce proﬁt or loss volatility.
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Kvaerner’s policy requires that entities hedge their entire contractually binding currency risk
exposure in any project using forward currency contracts. The group has a number of contracts
involving foreign currency exposures and Treasury manages internal exposures by entering into
external forward currency contracts.
For segment reporting purposes, each legal entity designates all currency hedge contracts with
Treasury as cash ﬂow hedges. External foreign exchange contracts are designated at group level
as hedges of currency risk on a gross basis. These hedges are done back-to-back. When hedges do
not qualify for hedge accounting under IFRS, an adjustment is done at group level. See Note 21
Derivative ﬁnancial instruments for information regarding the accounting treatment of hedging
and embedded derivatives.
The group’s exposure to its main foreign currencies
2019
RUB

PLN

SEK

CAD

GBP

USD

EUR

Cash

1 260

4

-

3

1

6

6

Balance sheet exposure

1 260

4

-

3

1

6

6

Estimated forecast receipts from customers

-

45

-

-

1

-

45

Estimated forecast payments to vendors

-

(58)

-

-

-

(1)

Cash ﬂow exposure

-

(13)

-

-

1

(1)

42

-

13

-

-

(1)

1

(42)

1 260

4

-

3

1

6

6

Amounts in million (local currency)

Forward exchange contracts
Net exposure

(4)

2018
The group’s approach to risk management includes identifying, evaluating and managing risk in all
activities using a top-down approach with the purpose of avoiding sub-optimisation and utilising
correlations observed from a group perspective.

Amounts in million (local currency)

RUB

PLN

Risk management is present in every project and it is the responsibility of the project managers in
cooperation with Treasury to identify, evaluate and hedge ﬁnancial risk under policies approved
by the Board of Directors. The group has well-established principles for overall risk management,
as well as policies for the use of derivatives and ﬁnancial investments.

Cash

703

1

Balance sheet exposure

703

1

4

-

Currency risk
Kvaerner operates internationally and is exposed to currency risk on commercial transactions,
recognised assets and liabilities. Commercial transactions and recognised assets and liabilities are
subject to currency risk when payments are denominated in a currency other than the respective
functional currency of the group company. The group’s exposure to currency risk is primarily
related to USD, EUR, GBP, CAD, PLN, and RUB.

Cash ﬂow exposure

Estimated forecast receipts from customers
Estimated forecast payments to vendors
Forward exchange contracts
Net exposure

SEK

CAD

GBP

USD

EUR

(0)

3

1

7

3

(0)

3

1

7

3

-

-

-

-

45

(11)

(70)

-

-

-

(3)

(6)

(70)

-

-

-

(3)

43

6

70

(43)

703

1

-

-

-

3

(0)

3

1

7

(2)

3
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Estimated forecasted receipts and payments in the tables above are calculated based on the
group’s hedge transactions through Treasury. These are considered to be the best estimate of the
currency exposure, given that all currency exposure is hedged in accordance with the group’s
policy. A foreign currency sensitivity analysis indicates that changes in the foreign currency rates
would only have minor effects on equity and proﬁt and loss. A ten percent weakening of the NOK
against the currencies listed as of 31 December would have increased/(decreased) equity and
proﬁt and loss by the amounts shown in the table below. The selected rate of ten percent is seen
as a reasonable possibility for NOK ﬂuctuations within a normal year.

A ten percent strengthening of the NOK against the above currencies as of 31 December 2019
would have had the equal but opposite effect on the above amounts, on the basis that all other
variables remain constant. The sensitivity analysis does not include effects on the consolidated
result and equity from changed exchange rates used for consolidation of foreign subsidiaries.

Changes in currency rates change the values of hedging derivatives, embedded derivatives, and
cash balances. The table below illustrates the aggregated effects of derivatives and cash balances.
Hedges that qualify for hedge accounting are reported in the proﬁt and loss according to the
progress of projects. Deferred value of cash ﬂow hedges is reported as hedging reserve in equity.
Any changes to currency rates will therefore affect equity.

Kvaerner has several investments in foreign operations, whose net assets are exposed to foreign
currency translation risk.

Value of hedging instruments that do not qualify for hedge accounting cannot be deferred from
proﬁt and loss. Changes in proﬁt and loss are based on changes in fair values of the hedges that
do not qualify for hedge accounting and any ineffectiveness in hedges that are hedge accounted.
The analysis includes only project-related items and assumes that all other variables, in particular
interest rates, remain constant. Calculations are based on amounts and foreign currency exchange
rates as of 31 December 2019. The analysis is performed on the same basis as it was for 2018.
Changes in fair value to embedded derivatives will also have an effect directly to proﬁt and loss.
Although not all foreign exchange contracts are part of hedge accounting relationships, they are
used to economically hedge current risk. The effect on proﬁt and loss under ﬁnancial items in the
table below will have an opposite effect on future operating income or expense as progress on
projects increases. Equity in the table is the hedge reserve that follows from cash ﬂow hedges.
2019
Amounts in million (local currency)

Proﬁt/(loss)
before tax2

2018
Equity1

Proﬁt/(loss)
before tax2

Equity1

USD - 10 percent weakening

1

0

1

0

EUR - 10 percent weakening

4

(4)

8

(4)

CAD - 10 percent weakening

0

-

0

-

GBP - 10 percent weakening

0

(0)

0

-

SEK - 10 percent weakening

-

-

(0)

-

PLN - 10 percent weakening

1

1

5

1

RUB - 10 percent weakening

126

-

70

1 The effects to equity that follow directly from the effects to proﬁt and loss are not included.
2 The effect on proﬁt/(loss) before tax is mainly related to embedded derivatives.

(0)

Translation exposure
Translation exposure occurs when foreign operations are translated for consolidation in to the
ﬁnancial statement of the group.

Signiﬁcant exchange rates applied for group reporting and consolidation
Average rate
Currency

Closing rate

2019

2018

2019

2018

USD

8.7879

8.1554

8.7667

8.7041

CAD

6.6190

6.2857

6.7454

6.3800

EUR

9.8410

9.6214

9.8444

9.9676

GBP

11.2171

10.8725

11.5944

11.0378

SEK

0.9318

0.9404

0.9409

0.9713

PLN

2.2878

2.2619

2.3143

2.3157

RUB

0.1357

0.1308

0.1412

0.1251

The next table illustrates the group’s exposure to translation risk. If the Norwegian currency
depreciated by ten percent during 2019, the consolidated ﬁnancial statements would have been
affected by the changes in the table below. The sensitivity analysis is only a translation sensitivity
and does not reﬂect changes in derivatives or other effects from currency ﬂuctuations. Sensitivity
analysis per currency has been made and the result is given in the presented table.

Total
Amounts in
NOK million

Revenue

10% depreciation

EBITDA Equity

Revenue EBITDA

Equity

Change
Revenue

EBITDA

Equity

2019

9 032

498

3 385

9 125

505

3 396

92

7

11

2018

7 220

437 3 447

7 245

442

3 452

25

5

6
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Interest rate risk
Kvaerner’s interest rate risk arises from cash balances and external loans. Kvaerner does not have
any external interest-bearing debt as of 31 December 2019.
An increase of 100 basis points in interest rates during 2019 would have increased equity and
proﬁt or loss by the amounts shown in the table below. This analysis assumes that all other
variables, in particular foreign currency rates, remain constant. The analysis is performed on the
same basis as for 2018.
Amounts in NOK million

2019

2018

Cash and cash equivalents - 1 percent interest increase

23

32

Cash ﬂow sensitivity (net)

23

32

Price risk
Kvaerner is exposed to ﬂuctuations in market prices in the operational areas related to contracts,
including changes in market price for raw materials, equipment and development in wages. These
risks are managed in bid processes by locking in committed prices from vendors as a basis for
offers to customers or through escalation clauses with customers.
Credit risk
Customer credit risk
Credit risk is the risk of ﬁnancial loss to the group if customers or counterparties to ﬁnancial
investments/instruments fail to meet their contractual obligations and arises principally from
external receivables. Assessment of credit risk related to customers and subcontractors is an
important requirement in the bid phase and throughout the contract period. Such assessments
are based on credit ratings, income statement and balance sheet reviews, and on using credit
assessment tools available (e.g. Dun & Bradstreet/Orbis – Bureau van Dijk). Sales to customers are
settled in cash.
For trade receivables, the group applies a simpliﬁed approach to provide for expected credit
losses as prescribed by IFRS 9. Provisions for loss on receivables are low, and there are no
historical losses of any signiﬁcance.
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The maximum exposure to credit risk as at the reporting date equals the book value of each
category’s ﬁnancial assets. The group does not hold collateral as security.
Derivative credit risk
Derivatives are only traded against approved banks through Treasury. All approved banks are
participants in the group’s loan syndicate and have the highest ratings at Moody’s and S&P. Credit
risk related to derivatives is therefore considered to be insigniﬁcant.
Liquidity risk
Liquidity risk is the risk that the group may encounter under the obligations associated with its
ﬁnancial liabilities. The group’s approach in managing liquidity is to ensure, as far as possible,
that it will always have sufﬁcient liquidity reserves to meet its liabilities when due. The nature
of the group’s business dictates a close monitoring of liquidity. Payment from customers is often
monthly cash-calls and involves large sums of cash.
Prudent liquidity risk management includes maintaining sufﬁcient cash, the availability of funding
from an adequate amount of committed credit facilities and the ability to close out market
positions.
Management monitors rolling bi-weekly and monthly forecasts of the group’s liquidity reserve on
the basis of expected cash ﬂows. For information regarding capital expenditures and net operating
assets, see Note 4 Operating segments.
Financial liabilities and the period in which they mature
2019
Amounts in NOK million

Trade and other payables

Note

19

Total

Book value

Total undiscounted
cash ﬂow1

6 mths and
less

(2 012)

(2 012)

(2 012)

(2 012)

(2 012)

(2 012)

2018
Revenues are mainly related to large and long-term projects with payments up front and
thereafter in accordance with progress and/or agreed milestones. Any lack of payment is normally
due to disagreements related to project deliveries and is solved together with the customer or
escalated for resolution through arbitration or other mechanisms as per individual contracts.
Customers are typically large and highly reputable oil companies with a low credit risk, which
reduces the credit risk signiﬁcantly. However, the contractual counterparty may be a special
purpose asset owning vehicle or similar entity of the customer. In these cases an evaluation of
credit risk takes into account the facts and circumstances of such arrangements, and credit risk
is mitigated where possible by requiring parent company guarantees, customer pre-payments,
obtaining contractor liens and other such actions. The risk of counterparties not meeting their
contractual obligations will normally be related to legal disputes, see Note 18 Provisions and
contingent liabilities.

Amounts in NOK million

Trade and other payables
Total
1 Nominal currency value including interests.

Note

19

Book value

Total undiscounted
cash ﬂow1

6 mths and
less

(1 761)

(1 761)

(1 761)

(1 761)

(1 761)

(1 761)
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Group policy for the purpose of optimising availability and ﬂexibility of cash within the group
is to operate a centrally managed cash-pooling arrangement. Such arrangements are either
organised with a bank as a service provider, or as a part of the operation of the group’s treasury
function. An important condition for the participants (legal entities) in such cash-pooling
arrangements is that the group as an owner of such pools is ﬁnancially viable and capable of
servicing its obligations concerning repayment of any net deposits made by the entities.

income statements. These entries will result in a corresponding and opposite effect compared
to the hedging instrument. Kvaerner applies the following separation criteria for embedded
derivatives; the embedded derivative needs to be separated if the agreed payment is in a
currency different from any other major contract parties’ own functional currency, or that the
contract currency is not considered to be commonly used for the relevant economic environment
deﬁned as the countries involved in the cross-border transaction.

Capital management
The group’s objective for managing capital is to safeguard its ability to continue as a going
concern to provide returns for shareholders and beneﬁts for other stakeholders, while maintaining
an optimal capital structure to reduce the cost of capital.

Hedging activities
Kvaerner enters into derivative ﬁnancial instruments to hedge foreign currency risks, designated
as cash ﬂow hedges.

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, or sell assets to reduce debt.
Guarantee obligations
The group has provided the following guarantees on behalf of wholly owned subsidiaries as of
31 December 2019 (all obligations are per date of issue):
Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total

2019

2018

40 198

46 146

2 418

2 231

42 615

48 377

Note 21 Derivative ﬁnancial instruments
Financial reporting principles
The group holds derivative ﬁnancial instruments to hedge its exposure to foreign exchange risks
arising from operational, ﬁnancial and investment activities.
All derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. The gain or loss on re-measurement of
the group’s embedded derivatives and other derivatives that do not qualify for hedge accounting
is recognised immediately in proﬁt or loss.
Where derivatives qualify for hedge accounting, recognition of any gain or loss depends on the
nature of the item being hedged.
Foreign currency as embedded derivatives
Embedded derivatives may exist in contracts with a currency different from the functional
currency of the contracting partners. Embedded derivatives will under certain circumstances be
separated and recognised at fair value in the balance sheet and the changes recognised in the

On initial designation of the derivative as a hedging instrument, the group formally documents the
relationship between the hedging instrument and the hedged item, including the risk management
objectives and strategy in undertaking the hedge transaction and the hedged risk, together with
the methods that will be used to assess the effectiveness of the hedging relationship.
The group makes an assessment at inception and on an on-going basis according to IFRS 9, of
whether the hedging instruments are expected to be highly effective in offsetting the changes in
the fair value or cash ﬂows. For a cash ﬂow hedge of a forecast transaction, the transaction should
be highly probable to occur and should present an exposure to variations in cash ﬂows that
ultimately could affect reported proﬁt or loss.
The effective portion of changes in the fair value of derivatives that are designated and qualify as
a cash ﬂow hedge is recognised in other comprehensive income and presented as a hedge reserve
in equity. Any ineffective portion of changes in the fair value of the derivative is recognised
immediately in proﬁt or loss within ﬁnance income and expenses. The amount accumulated in
hedge reserves is reclassiﬁed as proﬁt or loss in the periods when the hedged item affects proﬁt
or loss.
Hedge accounting is discontinued when the group revokes the hedging relationship, or when the
hedging instrument expires or is sold, terminated or exercised, or no longer qualiﬁes for hedge
accounting. Any cumulative gain or loss deferred in comprehensive income as a hedge reserve
at that time, remains in the hedge reserve and is recognised in the income statement when the
forecast transaction is ultimately recognised in the income statement. When a forecast transaction
is no longer expected to occur, the cumulative gain or loss that was deferred in the hedge reserve
is recognised immediately in proﬁt or loss.
Information regarding the group’s risk management policies is available in Note 20 Financial risk
management and exposures.
Forward foreign exchange contracts
The table below presents fair value of derivative ﬁnancial instruments and a maturity analysis of
the derivatives’ undiscounted cash ﬂows. The total notional amount of the instruments (excluding
embedded derivatives) is NOK 753 million of which the major currency is EUR (NOK 501 million)
(2018: NOK 656 million). The ﬁnancial derivatives are related to cash ﬂow hedges for project
expenses and revenues. Given Kvaerner’s hedging policy and the assumption that the projects
are cash neutral, this table also indicates when the cash ﬂows related to project expenses are
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expected to impact proﬁt and loss. Project revenues are recognised in accordance with IFRS 15
Revenue from contracts with customers, effective from 1 January 2018 and revenue is recognised
over time using a cost progress method.
Fair value of foreign currency derivative ﬁnancial instruments are calculated as the difference
between contract forward rate and market forward rate, discounted with applicable interest rate.
2019

Amounts in NOK million

Cash ﬂow hedges
Embedded derivatives
Not hedge accounted
Total

Assets
at fair
value

Liabilities
at fair
value

Net
fair
value

Total undiscounted cash
ﬂow1

6 mths
or less

6-12
mths

1-2
years

16

(3)

13

13

3

11

0

8

(1)

7

7

3

2

2

24

(4)

-

-

-

-

-

20

20

6

13

2

Net
fair
value

Total undiscounted cash
ﬂow1

6 mths
or less

6-12
mths

1-2
years

2018

Amounts in NOK million

Cash ﬂow hedges
Embedded derivatives
Not hedge accounted
Total

Assets
at fair
value

Liabilities
at fair
value

Forward exchange contracts
The following table shows unsettled cash ﬂow hedges’ impact on proﬁt or loss and equity (not
adjusted for tax).
Amounts in NOK million

2019

2018

1

(13)

0

14

5

7

Deferred in equity (hedging reserve)

1

1

-

-

-

2

(8)

7

(13)

-

28

(14)

14

14

2

-

-

0

0

(32)

Project revenues and costs are recognised in accordance with IFRS 15 Revenue from contracts
with customers, effective from 1 January 2018 and revenue is recognised over time using a cost
progress method. This may result in different timing of cash ﬂows related to project revenues and
costs, and embedded derivative effects. The total notional amount of the embedded instruments is
NOK 337 million (2018: NOK 975 million).

Recognised in proﬁt and loss

(13)

32

Foreign currency embedded derivatives
Embedded derivatives themselves are non-cash items, and their fair values will converge to zero
as the underlying cash ﬂows are realised.

Fair value of all hedging instruments
(18)
-

Hedged transactions in foreign currency that are subject to cash ﬂow hedge accounting are highly
probable future transactions expected to occur at various dates during the next one to two years,
depending on progress in the projects. Gains and losses on forward foreign exchange contracts
are recognised in comprehensive income and reported as hedging reserve in equity until they are
recognised in the income statement in the period or periods during which the hedged transactions
affect the income statement. This is generally within 12 months from the balance sheet date.

-

5
-

53

(13)

1 Undiscounted cash ﬂows are translated to NOK using the exchange rates as of the balance sheet date.

Fair value of a hedging derivative is classiﬁed as a non-current asset or liability if the remaining
maturity is more than 12 months and as a current asset or liability if the maturity is less than 12
months. If the hedged item is related to projects, such as work in progress or trade receivables,
the hedging derivative is classiﬁed as a current asset or liability.
Foreign exchange derivatives
Kvaerner hedges the group’s future transactions in foreign currencies against external banks, with
currency exposure hedged back-to-back in order to meet the requirements for hedge accounting
and to efﬁciently reduce currency risk. Treasury provides this service also to jointly controlled
entities. Some hedges are not designated as hedges for accounting purposes and will have an
effect on proﬁt or loss. These are related to hedging of cash ﬂows which are labelled embedded
derivatives. All hedges qualifying for hedge accounting are cash ﬂow hedges.

The purpose of the hedging instrument is to secure a situation where the hedged item and the
hedging instrument together represent a predetermined value independent of ﬂuctuations of
exchange rates. Revenue and expense on the underlying construction contracts are recognised in
the income statement in accordance with progress. The majority of the hedging reserve in equity
will be reclassiﬁed to income statement within the next six months.
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Note 22 Financial instruments

Note 23 Group companies as of 31 December

Financial instruments are classiﬁed into level 1, 2 and 3 in the measurement hierarchy based on
how objective the measuring method is.

Financial reporting principles
Subsidiaries are entities controlled by the group. Control exists when the group is exposed to or
has rights to, variable returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. The ﬁnancial statements of subsidiaries are
included in the consolidated ﬁnancial statements from the date that control commences until the
date that control ceases.

Level 1 indicates use of quoted prices in an active market for identical assets and liabilities.
Kvaerner has limited ﬁnancial instruments beyond cash and short-term receivables and payables.
The fair value of cash, receivables and payables are approximates to their carrying values based
on their short maturities.
Level 2 implies fair value measurements based on price inputs, other than quoted prices, which
are derived from observable market transactions in an active market for identical assets or
liabilities. Kvaerner’s ﬁnancial instruments within this category are related to derivative ﬁnancial
instruments, where fair value is determined based on forward prices on foreign currency
exchange rates, see Note 21 Derivative ﬁnancial instruments.
Level 3 measurements of fair value are based on unobservable inputs; fair value calculations on
the basis of input and assumptions that are not from observable market transactions. Kvaerner
has no such level 3 assets or liabilities.

Company name

City

Country of
incorporation

Ownership
(percent)1

Kværner ASA

Fornebu

Norway

Kværner Holding AS

Fornebu

Norway

100

Kværner AS

Fornebu

Norway

100

Kværner Ghana AS

Lysaker

Norway

100

Norwegian Contractors AS

Lysaker

Norway

100

Aker Solutions Contracting AS

Lysaker

Norway

100

Kværner Resources AS

Fornebu

Norway

100

Kvaerner Finland Oy

Ulvila

Finland

100

Kvaerner Contracting Ltd

London

UK

100

Kvaerner Resources Ltd

London

UK

100

Kvaerner Americas Holdings Inc

Canonsburg

USA

100

Kvaerner North American Construction Inc

Canonsburg

USA

100

Kvaerner Renewables US LLC

Canonsburg

USA

100

Kvaerner Canada Ltd

St. John’s

Canada

100

Kvaerner Engineering & Technology (Beijing) Co Ltd

Beijing

China

100

Kvaerner LLC

Moscow

Russia

100

1 Ownership equaling the percentage of voting shares.
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Note 24 Equity-accounted investees
Financial reporting principles
Investments in associates
Associates are those entities in which the group has signiﬁcant inﬂuence, but not control or joint
control, over the ﬁnancial and operating policies. Signiﬁcant inﬂuence is presumed to exist when
the group holds between 20 and 50 percent of the voting power of another entity, but this is
assessed on a case-by-case basis. Investments in associates are accounted for using the equity
method and are recognised initially at cost.
The consolidated ﬁnancial statements include the group’s share of the proﬁt or loss and other
comprehensive income of equity accounted investees, after adjustments to align the accounting
policies with those of the group, from the date that signiﬁcant inﬂuence or joint control
commences until the date that signiﬁcant inﬂuence or joint control ceases. When the group’s share
of losses exceeds its interest in an equity-accounted investee, the carrying amount of that interest,
including any long-term investments, is reduced to zero, and further losses are not recognised
except to the extent that the group has legal or constructive obligations or has made payments on
behalf of the investee.
Joint arrangements
Joint arrangements exist when the group has joint control over such an arrangement, established
by contractual agreement and requiring unanimous consent of the parties to the arrangement for
strategic, ﬁnancial and operating decisions. Joint arrangements may be either joint ventures or
joint operations.
Joint ventures
A joint venture is a joint arrangement whereby the venturers have rights to the net assets of
the arrangement. Investments in joint ventures are accounted for using the equity method, with
Kvaerner’s share of net result after tax recognised in proﬁt or loss. For joint ventures where tax is
levied on the partners rather than the joint venture, Kvaerner’s share of the tax will be included
in the tax expense line in the group’s consolidated income statement.
Joint operations
A joint operation is a joint arrangement whereby the parties have rights to the assets, liabilities
and obligations relating to the arrangement. Joint operations are proportionately consolidated in
the group ﬁnancial statements.
Presentation of results
The purpose of the investment determines where its results are presented in proﬁt or loss.
When entities are formed to share risk in executing a project or are closely related to Kvaerner’s
operating activities, the share of the proﬁt or loss is reported as part of revenue and other
income in operating proﬁt. Share of proﬁt or loss from ﬁnancial investments is reported as part of
ﬁnancial items.
Associated companies and joint ventures are deﬁned as related parties to Kvaerner.
See Note 25 Related parties, for overview of transactions and balances between Kvaerner and
associated companies and joint ventures.
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Joint Venture Agreement with Peter Kiewit Infrastructure Co
Kiewit-Kvaerner Contractors (KKC) is a partnership under Newfoundland and Labrador law, owned
50 percent by each of the partners Peter Kiewit Infrastructure Co and Kvaerner. KKC has been
building the gravity base structure (GBS) for the Hebron oil platform for ExxonMobil Corporation.
The work has been performed in Newfoundland and Labrador, Canada and was completed in third
quarter 2017.
Joint Venture Agreement with Kellogg Brown & Root (Norway) AS
Kvaerner and Kellogg Brown & Root (Norway) AS (KBR) formed a joint venture in 2015, K2JV
ANS, for project execution with an ownership of 51 percent to Kvaerner and 49 percent to KBR. A
Norwegian ANS entity implies that both partners are jointly and several liable for the obligations
of the partnership. The risk is limited on partner level as the partners are limited liabilities
companies. Parent company guarantee is issued by parent company Kværner ASA for the
contractual obligations, refer to Note 20 Financial risk management and exposures. Partnership
property is held in the name of the partnership. Proﬁt is shared 51:49 by the partners. K2JV has
been executing the Johan Sverdrup utility and living quarter (ULQ) platform topside EPC project
for Equinor and was completed in ﬁrst quarter 2019.
Valhall Flank West
In April 2017 Kvaerner signed a frame agreement with Aker BP, and later an alliance agreement
was signed for construction and hook-up of ﬁxed offshore platforms, including topsides and steel
jacket substructures. 18 December 2017, Aker BP has awarded Kvaerner a contract for delivery
of the topside and steel jacket substructure for Valhall Flank West. This is the ﬁrst project in
the Wellhead Platform Alliance, which was established in the spring of 2017 between Aker BP,
Kvaerner, ABB and Aker Solutions. Kvaerner accounts for its activities as a joint operation, and
report its scope of work in the group accounts. The project was delivered in second quarter 2019.
Joint Venture Agreement with Aker Solutions AS
Kvaerner and Aker Solutions AS have formed a joint venture, ASK JV AS, for project execution
with an ownership of 50 percent to each of the partners. A Norwegian AS entity is a limited
liability company. Parent company guarantees are issued by the partners’ ultimate parents for
the contractual obligations, refer to Note 20 Financial risk management and exposures. Proﬁt
is shared 50:50 by the partners. ASK JV is executing modiﬁcation work for the Johan Sverdrup
process platform topside EPC project for Equinor. The project will be delivered in 2022.
Joint Venture Agreement with DOF Subsea AS
In 2019 Kvaerner and DOF Subsea AS formed a joint venture, KDS JV AS, for project execution
with an ownership of 50 percent to each of the partners. A Norwegian AS entity is a limited
liability company. Parent company guarantee is issued by Kvaerner for the contractual obligations,
refer to Note 20 Financial risk management and exposures. Proﬁt is shared 50:50 by the partners.
KDS JV will execute marine operations for the Hywind Tampen offshore wind project for Equinor.
Kvaerner has the contract with Equinor and the joint venture will be a sub-supplier to Kvaerner.
The project will be delivered in 2022.
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Summary of ﬁnancial information for signiﬁcant equity accounted investees (100 percent basis of
project reporting)

2019

Amounts in NOK
million

Book
value
as of 1
January

2019

Additions

Dividend

Proﬁt/
(loss)1

Kiewit-Kvaerner
Contractors (KKC)

17

-

K2JV ANS3

24

-

ASK JV AS3

11

-

-

26

-

0

-

-

KDS JV AS

(153)

130

Other associated
companies and
jointly controlled
entities

16

-

(1)

2

Total

69

0

(154)

158

Other
movements2

Currency
translation
differences

-

1

Book value
as of 31
December

18

-

-

1

(1)

-

36

-

-

0

-

-

17

(1)

1

73

2018

Amounts in NOK
million

Amounts in
NOK million

Business
ofﬁce

Percentage held1

Assets

Liabilities

Equity

Revenues

Net proﬁt
/(loss)

KiewitKvaerner
Contractors
(KKC)2

Newfoundland,
Canada

50.0%

43

6

37

-

-

K2JV ANS2

Stord,
Norway

51.0%

39

37

2

364

255

ASK JV AS2

Stavanger,
Norway

50.0%

268

196

72

1 360

51

KDS JV AS2

Fornebu,
Norway

50.0%

0

-

0

-

-

Amounts in
NOK million

Business
ofﬁce

Percentage held1

Assets

Liabilities

Equity

Revenues

Net proﬁt
/(loss)

KiewitKvaerner
Contractors
(KKC)2

Newfoundland,
Canada

50.0%

43

8

35

-

94

K2JV ANS2

Stord,
Norway

51.0%

332

284

48

1 527

256

ASK JV AS2

Stavanger,
Norway

50.0%

123

101

22

231

21

2018
Book
value
as of 1
January

Kiewit-Kvaerner
Contractors (KKC)

-

K2JV ANS3
ASK JV AS3

Additions

Dividend

Proﬁt/
(loss)1

Other
movements2

Currency
translation
differences

Book value
as of 31
December

-

(30)

47

-

0

17

0

-

(107)

130

0

-

24

-

0

10

1

-

11

-

Other associated
companies and
jointly controlled
entities

17

-

(1)

4

(4)

0

16

Total

17

0

(138)

192

(3)

0

69

1 Purpose of investment decides presentation in the income statement. Results from associated companies and joint
ventures are presented within operating revenue and other income in the income statement.
2 Other movements for K2JV and ASK JV relate to cash ﬂow hedges qualifying for hedge accounting. For 2018, other
movements for other associated companies and jointly controlled entities mainly relate to reversal of write down of
receivables, recognised in proﬁt/(loss) from equity accounted investees and against receivables in the balance sheet.
3 Proﬁt from K2JV and ASK JV includes accounting effect of embedded derivatives.

1 Percentage of voting rights equals percentage held.
2 Jointly controlled entity.
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Note 25 Related parties
Financial reporting principles
Related parties are entities outside the Kvaerner group that are under control (directly or
indirectly), joint control or signiﬁcant inﬂuence by the owners of Kvaerner. All transactions with
related parties have been carried out as part of ordinary operations based on arms-length terms.
Related parties of Kvaerner
The largest shareholder of Kværner ASA, Aker Kværner Holding AS is owned 70 percent by Aker
ASA, which in turn is owned directly and indirectly 68.2 percent by The Resource Group TRG
AS, a company owned by Kjell Inge Røkke. All entities owned or controlled by Aker ASA and The
Resource Group TRG AS are considered related parties to Kvaerner. Non-controlling interests
with signiﬁcant inﬂuence are also considered as related parties. These entities, including Aker
Solutions, Akastor and Aker BP are referred to as Aker entities in this note.
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Other
Kvaerner ASA has entered into an agreement with employee representatives that regulates use of
grants to employee unions for activities related to professional updating. The grant in 2019 was
NOK 517 500 (2018: NOK 502 500).
Kvaerner has subleased separate ﬂoors of its ofﬁces at Fornebu to related parties. See Note 16
Leases.
Transactions and balances with related parties
2019
Amounts in NOK million

Kvaerner operates in an industry where it is common to establish associated companies and
joint ventures to deliver large and complex projects to customers. In such arrangements two or
more suppliers have responsibility for parts of a project. The group holds stakes in associated
companies and joint ventures related to signiﬁcant projects in the portfolio, and these meet the
deﬁnition of a related party. See Note 24 Equity-accounted investees.

Income statement

In accordance with International Accounting Standards 24 Related Party Disclosures, all entities
owned or controlled by Aker ASA and The Resource Group TRG AS, associated companies and joint
ventures of Kvaerner and certain other related parties are reported as related parties to Kvaerner.

Trade and other receivables

Related party transactions with entities controlled by Aker Solutions and Akastor
Services acquired from Aker Solutions and Akastor include subcontracting, hire of personnel
and shared services, transactions which are all part of Kvaerner’s ordinary business operations.
Revenue is mainly related to sale of man-hours. Pricing models vary between types of projects
and services.
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Aker entities

Joint ventures
and Associates

Total

Operating revenues

524

367

891

Operating expenses

(791)

(105)

(896)

Balance sheet as of 31 December
Trade and other payables

44
(36)

56
(5)

100
(42)

2018
Amounts in NOK million

Aker entities

Joint ventures
and Associates

Total

1 333

Income statement

Related party transactions with associated companies and joint ventures
Operating revenue from joint ventures is mainly sale of man-hours to joint venture projects.
Operating expenses from associated entities are mainly related to rent of buildings and purchase
of man-hours. See further details in Note 24 Equity-accounted investees on joint venture.

Operating revenues

679

654

Operating expenses

(650)

(105)

Related party transactions with other related parties
Aker Pensjonskasse
Aker Pensjonskasse is a pension fund, which was established by Aker ASA to manage the
retirement plan for employees and retirees in Kvaerner as well as other Aker companies.
Kvaerner’s premiums paid to Aker Pensjonskasse amount to NOK 15 million in 2019 (2018:
NOK 17 million). Kvaerner has an interest-bearing receivable linked to loan granted to Aker
Pensjonskasse in 2019, with an outstanding loan balance per end of year 2019 of NOK 20 million.

Trade and other receivables

(755)

Balance sheet as of 31 December
Trade and other payables

142
(127)

47
(3)

189
(131)
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Note 26 Discontinued operations

Cash ﬂow from discontinued operations

Financial reporting principles
Non-current assets (or disposal group) whose carrying amount will be recovered principally
through a sale transaction rather than through continuing use, are classiﬁed as held for sale.

Amounts in NOK million

Cash ﬂow from operating activities

Following the sale of Kvaerner’s onshore construction business in North America in December
2013, Kvaerner does not have any remaining operations in the USA within the Downstream
& Industrials segment, and remaining legacies within the segment have been presented as
discontinued operations in the group’s ﬁnancial statements since the sale.

Cash transferred (to)/from parent

The results for the discontinued business are reported separately under the heading Proﬁt/(loss)
from discontinued operations in the group’s income statement.

Translation adjustments

2019

2018

(18)

(6)

12

1

0

2

Net increase/(decrease) in cash and bank deposits

(6)

(3)

Cash and cash equivalents at the beginning of the period

28

31

Cash and cash equivalents at the end of the period

22

28

The operating result for 2018 reﬂected recognition of insurance recoveries of more than net USD
2 million related to the Longview Power project.

Note 27 Subsequent events

Summary of ﬁnancial data for discontinued operations
Amounts in NOK million

Total revenue and other income

2019
-

2018
-

Administrative and legal expenses, net of insurance recoveries

(11)

(1)

EBIT

(11)

(1)

Net ﬁnancial income/(expense)
Proﬁt/(loss) before tax
Income tax expense
Net proﬁt/(loss) discontinued operations
Basic and diluted earnings/(losses) per share (NOK)
Net assets

58

0
(10)
-

2
1
(1)

(10)

0

(0.04)

0.00

(26)

(34)

There have been no subsequent events since year-end at the date of signing these accounts.
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Income statement 01.01 - 31.12
Amounts in NOK thousands

Note

2019

2018

Operating revenue

2

28 491

30 005

Operating expenses

2

(34 715)

(34 594)

Operating loss
Net ﬁnancial items

(6 224)
3

Proﬁt/(loss) before tax
Tax income/(expense)
Net proﬁt/(loss)

174
(6 050)

4

1 616
(4 434)

(4 589)
(10 502)
(15 091)
625
(14 466)

Net proﬁt/(loss) for the year are distributed as follows:
Proposed dividend
Transferred from other equity
Net proﬁt/(loss)

134 500

269 000

(138 934)

(283 466)

(4 434)

(14 466)
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Balance sheet as of 31 December
Amounts in NOK thousands

Note

2019

2018

Assets

Amounts in NOK thousands

2019

Note

2018

Liabilities and shareholders' equity

Deferred tax asset

4

60 593

58 932

Investments in group companies

5

4 918 771

4 918 771

Share premium reserve

Non-current interest-bearing receivables from
group companies

1 055 528

1 021 360

Total equity

6

Total non-current assets

6 034 892

5 999 063
Non-current liabilities

8

Other equity

Non-interest bearing receivables from group
companies

7

-

Other current receivables

9

14 490

5 561

Cash and cash equivalents

7

7 005

53 313

21 495

72 283

6 056 387

6 071 346

Total current assets
Total assets

Issued capital

13 409

91 460

91 460

729 027

729 027

3 104 691

3 243 669

3 925 178

4 064 156

7 767

10 337

7 767

10 337

1 900 806

1 586 447

Total non-current liabilities
Interest-bearing current liabilities to group
companies

7

Non-interest bearing current liabilities to group
companies

7

13 196

-

Provision for dividend

6

134 500

269 000

Other current liabilities to related parties

7

154

1 603

Other current liabilities

9

74 786

139 803

Total current liabilities

2 123 442

1 996 853

Total liabilities and shareholders' equity

6 056 387

6 071 346

Fornebu, 11 February 2020
The Board of Directors and the President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Lone
one Fønss Schrøder
Director

Thorhild Widvey
Director

Jan
an Arve Haugan
Director

Rune Rafdal
Director

Ståle K
Knoff
Johansen
Stål
ff J
h
Director

Line Småge Breidablikk
Director

Karl-Petter
arl-P
ll-- etter Løken
Løk
President & CEO

Kjell Inge Røkke
Director
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Cash ﬂows 01.01–31.12
Amounts in NOK million

Note

Proﬁt/(loss) before tax

2019
(6 050)

Taxes paid

(45)

2018
(15 091)
(227)

Changes in liabilities

(38 914)

7 369

Changes in other net operating assets

(34 648)

(1 054)

25 157

(3 018)

Non-cash effect on group hedging
Amortisation of loan costs

(12 272)

3 771

Net cash from operating activities

(66 771)

(8 250)

Increase/(decrease) in long term borrowings to group companies
Share purchase for the variable pay programme, net of refund from subsidiaries
Dividends paid
Net cash from ﬁnancing activities
Net increase (decrease) in cash and bank deposits
Cash and bank deposits at the beginning of the period
Cash and bank deposits at the end of the period

The notes on pages 63 to 67 are an integral part of these consolidated ﬁnancial statements.

289 204
6, 8

(663)
(268 077)
20 463
(46 308)

10 520
2 268
12 788
4 539

53 313

48 773

7 005

53 313
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Notes to the ﬁnancial statements
Note 1

Accounting principles

Kværner ASA was incorporated on 12 January 2011 and is domiciled in Norway. Kværner ASA’s
registered ofﬁce address is Snarøyveien 20, 1360 Fornebu, Norway. Kværner ASA is listed on Oslo
Stock Exchange.
The ﬁnancial statements are prepared in accordance with Norwegian legislation and Norwegian
generally accepted accounting principles. The functional and presentation currency is Norwegian
kroner (NOK).
Foreign currency translation
Transactions in foreign currency are translated at the rate applicable on the transaction date.
Monetary items in a foreign currency are translated into NOK using the exchange rate applicable
on the balance sheet date. Foreign currency exchange impacts are recognised in the income
statement as they occur.
Revenue recognition
Operating revenue comprise parent company guarantees recharged entities within the group. The
revenue is recognised over the guarantee period.
Tax
Tax income/(expense) in the income statement comprises current tax and change in deferred tax.
Deferred tax is calculated at 22 percent of temporary differences between accounting and tax
values as well as any tax losses carried forward. Deferred tax assets are only recognised to the
extent it is probable it can be utilised against future taxable proﬁts.
Classiﬁcation and valuation of balance sheet items
Current assets and current liabilities include items due within one year or items that are part of
the operating cycle. Other balance sheet items are classiﬁed as non-current assets/debt.
Current assets are valued at the lowest of cost and fair value. Current debt is valued at nominal
value at time of recognition.
Non-current debt is initially valued at transaction value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing long-term debt is recognised at amortised cost
with any difference between cost and redemption value being recognised in the income statement
over the period of the borrowing on an effective interest basis.
Accounts receivable and other current receivables are recognised in the balance sheet at nominal
value less provisions for doubtful accounts.

Variable pay programme
Executives in the group receive remuneration in the form of a variable pay programme. One part
of the programme is a short term employee beneﬁt and is recognised at estimated value over the
period the employee must work to receive the incentive.
In addition the employee is entitled to a matching element that is paid in the form of Kvaerner
ASA shares. The monetary amount of the earned bonus is converted to a corresponding number
of shares based on the market value of the shares 30 April in the year after the award is granted.
The shares are delivered to the employee three years after the grant date based upon continued
employment. Kvaerner ASA hold the shares presented as treasury shares until they are distributed
to the eligible employees.
Investment in subsidiaries and associates
Subsidiaries and investments in associates are measured at cost in the company accounts, less any
impairment losses. The investments are impaired to fair value if the impairment is not considered
temporary. Impairment losses are reversed if the basis for the impairment loss is no longer
present.
Dividends, group contributions and other distributions from subsidiaries are recognised in
the same year as they are recognised in the ﬁnancial statement of the provider. If dividends
or group contribution exceed withheld proﬁts after the acquisition date, the excess amount
represents repayment of invested capital, and is recognised as a reduction in carrying value of the
investment.
Cash in cash pool system
Kværner ASA has a cash pool that includes parent company’s cash as well as net deposits from
subsidiaries in the group cash pooling system owned by parent company. Correspondingly, the
parent company’s current debt to group companies will include their net deposits in the group’s
cash pool system.
Share capital
Cost related to purchase and sale of treasury shares are accounted for directly against equity,
including any transactions costs.
Cash ﬂow
The cash ﬂow is presented using the indirect method. Cash and cash equivalents include cash,
bank deposits and other short-term liquid investments.
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Operating revenue and operating expenses

Note 4

Operating revenue relates to parent company guarantees recharged entities within the Kvaerner
group and related parties, as recognised over the guarantee period.
There are no employees in Kværner ASA and hence no salary or pension related costs, and no
loans or guarantees related to the executive management team. Group management and staff are
employed by other Kvaerner companies. Parent company costs are recharged to Kværner ASA.
Fees to KPMG for statutory audit of the parent company and consolidated accounts amounted to
NOK 0.8 million (2018: NOK 0.8 million) which relates to ordinary audit fees excluding VAT.
NOK 3.0 million (2018: NOK 2.9 million) has been allocated to payable fees to the Board of
Directors for 2019.

Tax

Amounts in NOK thousands

2019

2018

Taxable income
Proﬁt/(loss) before tax

(6 050)

(15 091)

Interest deduction limit

1 482

10 860

Permanent differences1

(1 504)

(258)

Change temporarily differences

(8 929)

(5 561)

(15 000)

(10 050)

Taxable income/(loss)
Temporary differences and deferred tax
Other (Prepaid fees)

See Note 5 Employee beneﬁt expenses in the group accounts for further details regarding
remuneration of the Board of Directors and President & CEO.

Tax losses carried forward due to interest deduction limit

14 490

5 561

(81 850)

(80 368)

Tax losses carried forward

(208 063)

(193 063)

Total temporary differences

(275 423)

(267 870)

Deferred tax asset

Note 3

64

60 593

58 931

1 331

3 471

Net ﬁnancial items
Tax income
2019

Amounts in NOK thousands

Interest income from group companies

2018

40 255

19 721

(49 082)

(33 131)

Net interest group companies

(8 827)

(13 410)

External interest income

29 208

22 630

(21 863)

(20 079)

Interest expense to group companies

External interest expense

1

Net interest external

7 345

Net other ﬁnancial items

1 656

Net ﬁnancial items
1

174

External interest expense reﬂects amortised prepaid fees and commitment fee related to the credit facility.

Expected Income taxes
Tax effect permanent differences

331

Paid witholding tax

(45)

Effect of change in tax rate
Total tax income in income statement
Effective tax rate

-

59
(227)
(2 679)

1 616

625

27%

4%

1 Permanent differences in 2019 relate to payment on loan previosly written down.

2 551
357
(10 502)

Deferred tax asset is recognised as it is considered probable that tax losses carried forward can
be utilised within the Kvaerner group’s Norwegian entities.
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Investments in group companies

Amounts in NOK thousands

Registered
ofﬁce

Kværner Holding AS

Fornebu,
Norway

Note 6

Share
capital

Number of
shares held

Book
value

Percentage owner-/
voting share

1 010

10 000

4 918 771

100%

Kværner Holding AS results 2018
Amounts in NOK thousands

Proﬁt/(loss) for the period1
Equity as of 31 December 20191

21 557
5 494 155

1 Based on preliminary reporting.

Impairment test
The impairment test is following a value in use methodology, and performed by comparing the
carrying value of the investment with estimated value of equity for Kvaerner group excluding
Kværner ASA based on value in use calculations. In these calculations, management has made
assumptions regarding future performance of the subsidiaries, associates and other investments
of the company, which in turn requires assumptions on current and future projects.
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Shareholders’ equity

Amounts in NOK thousands

Equity as of 31 December 2017
Treasury shares - Variable pay
programme
Proﬁt/(loss) for the period
Proposed dividend
Equity as of 31 December 2018
Treasury shares - Variable pay
programme
Proﬁt/(loss) for the period
Proposed dividend
Undistributed and reversed
dividend
Equity as of 31 December 2019

Share capital

Share
premium

Other equity

Total

91 460

729 027

3 524 053

4 344 540

91 460

729 027

3
(14
(269
3 243

082
466)
000)
669

3 082
(14 466)
(269 000)
4 064 156

-

-

(968)
(4 433)
(134 500)

(968)
(4 433)
(134 500)

91 460

729 027

923
3 104 691

923
3 925 178

The share capital of Kværner ASA is divided into 269 000 000 shares with a par value of
NOK 0.34.
Treasury shares held at year-end 2019 totalled 1 093 777 shares with a nominal value of
NOK 0.34.

See Note 11 in the group accounts for further details on key assumptions used in the impairment
test.

Note 7

Receivables and borrowings from group companies and related parties

Calculated recoverable amount exceeds book value of the shares, hence no impairment is
recorded as per year-end 2019.
The calculations are sensitive to key assumptions such as revenue and margin levels in the
subsidiaries and other investments of Kværner Holding AS.
Compared to the assumptions used in the testing, a combination of 20 percent revenue reduction,
1.5 percentage points EBITDA margin reduction and 2.4 percentage points increase in post-tax
discount rate could occur without need for impairment of the investment in Kværner Holding AS.

2019

2018

Kværner ASA bank deposits

5 895

52 216

Restricted cash

1 110

1 097

Total cash in cash pool system

7 005

53 313

Amounts in NOK thousands

Interest-bearing current liabilities to group companies1

(1 900 806)

(1 586 447)

1 Interest-bearing current liabilities to group companies reﬂect subsidiaries’ net deposits in the group’s cashpool system.

Current receivables/liabilities to group companies and related parties is representing fair value of
hedging instruments.
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Non-current liabilities

Amounts in NOK thousands

Note 10 Interest-bearing liabilities

2019

2018

Debt to Kvaerner employees for matching shares1

(7 767)

(10 337)

Total non-current liabilities

(7 767)

(10 337)

1 Reference is made to Note 5 in the group accounts for further details related to the variable pay programme.

Note 9

Other current receivables and current liabilities

Amounts in NOK thousands

Other current receivables

66

2019
14 490

2018
5 561

Other current liabilities

(74 785)

(139 803)

Net other current receivables and liabilities

(60 295)

(134 242)

Net other current receivables and other current liabilities include unrealised forward exchange
contracts with external counterparts, see also Note 12 Financial risk management and exposures.
Other current liabilities includes debt to Kvaerner employees for matching shares related to
incentive programme.

This note provides information about the contractual terms of Kværner ASA’s interest-bearing
loans and borrowings which are measured at amortised cost. For more information about Kværner
ASA’s exposure to interest rates, foreign currency and liquidity risk, see Note 12 Financial risk
management and exposures.
Bank debt
The revolving credit facility agreement of NOK 2 000 million established in July 2015, originally
to mature in July 2020, was cancelled and reﬁnanced per 19 September 2019. The new credit
facility agreement, a revolving credit facility of NOK 2 000 million, matures in September 2024.
The facility is provided by a syndicate of high quality international banks. The revolving credit
facility was undrawn during 2019 and as per 31 December 2019. The terms and conditions
include restrictions which are customary for these kind of facilities, including inter alia negative
pledge provisions and restrictions related to acquisitions, disposals and mergers. There are also
certain provisions of change of control included in the agreement. There are no restrictions for
dividend payments. The facility is unsecured.
The ﬁnancial covenants are based on three sets of key ﬁnancial ratios; an equity ratio based
on consolidated total borrowings/consolidated total equity, a cash covenant calculated by
consolidated total borrowings less consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage ratio based on consolidated EBITDA/
consolidated ﬁnance costs. The ﬁnancial covenants are tested on a quarterly basis. As of 31
December 2019 the company is in compliance with all covenants. The margin applicable to the
facility is based on a price grid determined by the gearing ratio.
See Note 17 and Note 20 in the group accounts for further details.

Note 11 Guarantees

Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total

2019

2018

38 098

44 033

2 418

2 231

40 516

46 264

The guarantees/surety bonds are issued under contractual obligations with third parties, hence
these are not included in Kværner ASA accounts as liabilities.
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Note 12 Financial risk management and exposures

Note 13 Shareholders

Foreign exchange
Kværner ASA’s currency contracts with subsidiaries as of 31 December 2019 have a notional
value of NOK 753 million. Hundred percent of contracts are hedged back-to-back with external
banks.

Shareholders with more than one percent shareholding as of 31 December

Currency exposure from equity investments in foreign currencies is only hedged when speciﬁcally
instructed by management.

2019
Amounts in NOK thousands

Fair value of forward exchange
contracts with group companies
Fair value of forward exchange
contracts with related parties

2019
Company

Nominee

AKER KVÆRNER HOLDING AS
NORTH SEA STRATEGIC INVESTMENTS AS

Currency risk and balance sheet hedging
Assets

1 791

ARCTIC FUNDS PLC

2018

Liabilities

(14 987)

Assets

16 318

Liabilities

(2 908)

(352)

-

(1 603)

15 339

(1 990)

3 037

(14 843)

Total

17 329

(17 329)

19 355

(19 355)

Interest rate risk
The company is exposed to changes in interest rates because of ﬂoating interest rate on loan
receivables and loan payables. The company does not hedge transactions exposure in ﬁnancial
markets, and does not have any ﬁxed interest rate loan receivables nor loan payables. The
company is therefore not exposed to fair value risk on its outstanding loan receivables or loan
payables. Interest bearing loan receivables and loan payables expose the company to income
statement and cash ﬂow interest rate risk.
Credit risk
Credit risk relates to loans to subsidiaries and associated companies, hedging contracts,
guarantees to subsidiaries and deposits with external banks and related parties. Loans to
subsidiaries are assessed by the internal credit committee. Loss provisions are made in situations
of negative equity and where the company is not expected to be able to fulﬁl its loan obligations
from future earnings. External deposits and forward contracts are done according to a list of
approved banks and primarily with banks where the company also have a borrowing relation.
Liquidity risk
Liquidity risk relates to the risk that the company will not be able to meet its debt and guarantee
obligations and is managed through maintaining sufﬁcient cash and available credit facilities.
Development in the group’s and thereby Kværner ASA’s available liquidity, is continuously
monitored through weekly and monthly cash forecasts, annual budgets and long-term planning.

Ownership
percent

110 333 615

41.02

42 735 434

15.89

5 210 845

1.94
1.83

X

4 921 770

STATE STREET BANK AND TRUST COMP

X

4 527 892

1.68

CITIBANK, N.A.

X

4 459 174

1.66

3 500 000

1.30

3 123 106

1.16

3 000 000

1.12

2 912 249

1.08

VERDIPAPIRFONDET HOLBERG NORGE
X

VERDIPAPIRFONDET FONDSFINANS NORGE
CLEARSTREAM BANKING S.A.

Fair value of forward exchange
contracts with external
counterparts

Number of
shares held

RAIFFEISEN BANK INTERNATIONAL AG

JPMORGAN CHASE BANK, N.A., LONDON
198
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Declaration by the Board of Directors and President & CEO
The Board of Directors and the President & CEO of Kværner ASA have today considered
and approved the annual report and ﬁnancial statements for the 2019 calendar year
ended on 31 December 2019 for the Kvaerner group and its parent company Kværner
ASA.
The Board has based this declaration on reports and statements from the President & CEO
of Kværner ASA, on the results of the group’s activities, and on other information that is
essential to assess the group’s position.

We conﬁrm to the best of our knowledge that

>
>
>

The 2019 ﬁnancial statements for the group and parent company have been prepared
in accordance with all applicable accounting standards
The information provided in the ﬁnancial statements gives a true and fair view of the
group’s assets, liabilities, proﬁt and overall ﬁnancial position as of 31 December 2019
The annual report provides a true and fair overview of:
– the development, proﬁt and ﬁnancial position of the group and parent company
– the most signiﬁcant risks and uncertainties facing the group and the parent company

Fornebu, 11 February 2020
The Board of Directors and the President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Jan Arve Haugan
Hauga
Director

Thorhild Widvey
Director

Kjell Inge Røkke
Director

Stål Knoff
K ff Johansen
J h
Ståle
Director

Line Småge Breidablikk
Director

Rune Rafdal
Director

rl-Petter Løken
Løke
Karl-Petter
President
resident & CEO

Lone
one Fønss Schrøder
Director

AUDITOR’S REPORT

KVAERNER ANNUAL REPORT 2019

69

AUDITOR’S REPORT

KVAERNER ANNUAL REPORT 2019

70

AUDITOR’S REPORT

KVAERNER ANNUAL REPORT 2019

71

BOARD OF DIRECTORS

KVAERNER ANNUAL REPORT 2019

72

Board of Directors

Leif-Arne Langøy

Kjell Inge Røkke

Jan Arve Haugan

Thorhild Widvey

Chairman

Director

Director

Director

Leif-Arne Langøy (born 1956) is chairman of the
board for DNV GL Group AS and Sparebanken
Møre. Mr Langøy has gained senior executive
experience from several companies, including as
President & CEO of Aker Yards and Aker ASA. Mr
Langøy has extensive experience as the chairman of non-executive boards from a number of
different industrial companies. Mr Langøy holds
M.Sc. in economics from the Norwegian School
of Economics in Bergen, Norway. He holds
194 827 shares in Kværner ASA through a
privately owned company, and has no stock options. Mr Langøy is a Norwegian citizen. He has
been elected for the period 2019-2021.

Kjell Inge Røkke (born 1958) is an entrepreneur
and industrialist, and has been a driving force
in the development of Aker since the 1990’s.
Through his company The Resource Group
TRG AS, Mr Røkke owns 68.18 percent of Aker
ASA which owns 70 percent of Aker Kværner
Holding AS, which again owns 41.02 percent of
Kværner ASA. He is chairman of Aker ASA and
is board member of Aker BP ASA, Ocean Yield
ASA and several privately held companies. He
holds no shares in Kværner ASA, and has no
stock options. Mr Røkke is a Norwegian citizen.
He has been elected for the period 2019-2021.

Jan Arve Haugan (born 1957) started his
professional career in the civil construction industry. He worked as project consultant until he
joined the industrial conglomerate Norsk Hydro
as chief engineer in 1991. He served in several
leading positions in Hydro’s oil and gas projects
and operations as well as in Hydro’s aluminium
business. From 2009 to 2011 he was CEO of
Qatalum in Qatar. Mr Haugan was President &
CEO of Kvaerner ASA from 2011 to 2018. He
was CEO of Aker Energy AS until the end of
2019. Mr Haugan holds a M.Sc. in construction
management from University of Colorado at
Boulder, USA. Mr Haugan and related parties
hold 194 843 shares in Kværner ASA.
Mr. Haugan is a Norwegian citizen. He has been
elected for the period 2019-2020.

Thorhild Widvey (born 1956) was Minister
of culture from 2013 to 2015 and Minster of
Petroleum and Energy from 2004 to 2005. Ms
Widvey was state secretary in the Norwegian
Ministry of Foreign Affairs from 2003 to 2004
and in the Norwegian Ministry of Fisheries from
2002 to 2003. Prior to this she was a Member
of Parliament (Stortinget) from 1989 to 1997,
representing Høyre (the Conservative Party of
Norway). Ms Widvey is chair of the Board in
Statkraft AS; and has previous held a number
of board positions both in privately and stock
listed companies, including e.g. Hitec Vision AS
(2006 to 2015); ENI Norway AS (2007 to 2015),
Aker Drilling ASA (2005 to 2006), Oslo Havn KF
(2012 to 2015) and Aker Philadelphia Shipyard
AS (2011 to 2015) and Sjømannskirken (Norwegian Church Abroad) (2006 to 2015).
Ms Widvey holds no shares in Kværner ASA,
and has no stock options. Ms Widvey is a
Norwegain citizen. She has been elected for the
period 2018-2020.
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Lone Fønss Schrøder

Rune Rafdal

Ståle K. Johansen

Line Småge Breidablikk

Director

Director

Director

Director

Ms Fønss Schrøder previously served as
Director on the Board of Kværner ASA from
2011–2013. She has held several senior management positions in A.P. Møller-Maersk A/S,
was CEO and president of Wallenius Lines AB,
and has board global cross industrial experience from e.g. Aker Solutions ASA, Akastor ASA,
Volvo AB, Vattenfall AB, and Ikea group. She is
CEO of Concordium, a pubic blockchain, vicechair of Volvo Cars, developer and co-owner
of Cashworks FinTech. She is chair of the audit
committee in Akastor ASA, Volvo AB and on the
AC of Ikea. Ms Fønss Schrøder is Master in laws,
LL.M. from the University of Copenhagen, and
is economist from Copenhagen Business School.
She holds no shares in Kværner ASA, and has
no stock options. Ms Fønss Schrøder is a Danish
citizen. She has been elected for the period
2018-2020.

Rune Rafdal (born 1963) was elected by the employees of Kvaerner to the Board of Directors
in June 2011. Mr Rafdal has been employed
by Kvaerner since 1980 and has been a local
union representative for Aker Stord AS and
Kværner Stord AS on a full-time basis since
1996, a group union leader since 2005 and
served several periods on the boards of Aker
Stord AS and Aker Kværner Stord AS during the
period between 2000 and 2011. Mr Rafdal is
a sheet metal worker and holds a certiﬁcate of
apprenticeship in the sheet metal discipline. He
holds 8 737 shares in Kværner ASA, and has no
stock options. Mr Rafdal is a Norwegian citizen.
He has been elected for the period 2019-2021.

Ståle K. Johansen (born 1968) was elected by
the employees of Kvaerner to the Board of
Directors in June 2011. Mr Johansen has been
employed by Kvaerner since 1986 and has been
a local union representative for Aker Verdal
AS and Kværner Verdal AS on a full-time basis
since 2010 and served on the boards of Aker
Verdal AS and Kvaerner Verdal AS. Mr Johansen
is a welder and sheet metal worker and holds
a certiﬁcate of apprenticeship in the welding
discipline. He holds 12 872 shares in Kværner
ASA, and has no stock options. Mr Johansen is a
Norwegian citizen. He has been elected for the
period 2019-2021.

Line Småge Breidablikk (born 1985) was elected
by the employees of Kvaerner to the Board
of Directors in May 2019. Ms Breidablikk has
been employed by Kvaerner since 2012, served
as local union representative at Kværner at
Stord from 2013 and as local union chair since
2016. She is a group union representative for
white-collar employees on a half-time basis.
Ms Breidablikk holds a M.Sc. within Marine
Technology from the Department of Marine
Technology, Norwegian University of Science
and Technology (NTNU). She holds 1 634 shares
in Kværner ASA, and has no stock options.
Ms Breidablikk is a Norwegian citizen. She has
been elected for the period 2019-2021.

COMPANY INFORMATION

Company information

Kværner ASA
Snarøyveien 20
1360 Fornebu
Postal address:
P.O.Box 74
NO-1325 Lysaker
Telephone: +47 21 08 90 00
e-mail: ir@kvaerner.com
www.kvaerner.com

COPYRIGHT AND LEGAL NOTICE Copyright in all published material including photographs, drawings and images in this publication
remains vested in Kvaerner and third party contributors to this publication as appropriate. Accordingly, neither the whole nor any
part of this publication can be reproduced in any form without express prior permission. Articles and opinions appearing in this
publication do not necessarily represent the views of Kvaerner. While all steps have been taken to ensure the accuracy of the
published contents, Kvaerner does not accept any responsibility for any errors or resulting loss or damage whatsoever caused and
readers have the responsibility to thoroughly check these aspects for themselves. Enquiries about reproduction of content from this
publication should be directed to Kværner ASA.
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Board of Directors' report 2018
Operational highlights
New contracts worth a total of NOK 9.8 billion secured:
Highlights
NOK 3.8 billion contract with Equinor for delivery of the
topside modules for the Johan Castberg FPSO, plus hookup and integration to the topside modules with the hull
Agreement with Equinor, in a 50/50 joint venture with
Aker Solutions, for modiﬁcations of the riser platform
and the ﬁeld centre for the Johan Sverdrup development
with total value of approximately NOK 3.4 billion
NOK 900 million contract with Equinor for delivery of
the steel substructure for the Johan Sverdrup phase 2
process platform
Additional scope, estimated at NOK 500 million, at Njord
A to enable Equinor’s platform to receive oil from the
Fenja ﬁeld
Exercise of option for hook-up and commissioning
assistance of the utility and living quarters (ULQ)
platform as well as offshore work connected with phase
2 modiﬁcations of the riser platform at Equinor’s Johan
Sverdrup ﬁeld
Decommissioning contracts:

>
>
>
>
>
>

− With Allseas for the recycling of the topside and bridge of
the Valhall QP platform

>
>

− With Saipem UK for disposal of the Varg A installation

Concept study for Kraﬂa unmanned wellhead platform
for Equinor
Three front-end engineering and design (FEED) studies
for the offshore wind industry, including a study for
Equinor for the planned Hywind Tampen project in the
North Sea

Key project milestones and deliveries
Johan Sverdrup drilling platform jacket completed:
delivered on schedule in March
Yme New Development project: permanent caisson
support structure was completed on schedule. Agreed
delivery to Repsol Norge in 2019
FEED study for P2 jacket for Johan Sverdrup phase 2:
delivered to Equinor in June
Nord Stream 2; work begun at landfall site in the second
quarter
Johan Sverdrup riser platform hook-up and
modiﬁcations; achieved the critical “ready for drilling”
milestone as planned in September. Offshore work to
prepare the platform for production start-up has been
ongoing, as planned, throughout the second half of the
year
Decommissioning; 40 000 tonnes of steel arrived at
Eldøyane during the summer, recycling of Nyhamna
subsea gas compression pilot completed in September
Johan Sverdrup process platform jacket; sail-away from
Verdal on schedule and delivered end-July
Njord A upgrade; heavy lift and installation campaign
started as planned in August, lasting until the spring of
2019. Project is on schedule for completion in 2020
Johan Sverdrup utility and living quarter (ULQ) topside;
reached mechanical completion 1 October, in line with plan
Johan Castberg FPSO; ﬁrst steel cut on schedule late
November, as planned
Johan Sverdrup phase 2 riser platform modiﬁcations;
ﬁrst steel cut, on schedule, on 13 December
Aasta Hansteen; wells hooked-up to process system on
schedule in early August, completion assistance led to

>
>
>
>
>

>
>
>
>
>
>
>

>

production of ﬁrst gas in December
Valhall Flank West; assembly of topside and steel jacket
started early-September, one month ahead of plan.
Topside painted and outﬁtting started in November. First
roll-up was completed in December; second roll-up was
completed in January 2019

Strategic development
The fundamentals in the oil and gas industry have
improved compared to the past few years with oil prices
now at a higher level and an increasing number of ﬁnal
investment decisions (FIDs) for offshore projects globally.
Kvaerner’s tendering activity was high during 2018
and key newbuild contracts such as the Johan Castberg
FPSO and steel substructure for the Johan Sverdrup phase
2 process platform were secured. Tendering activity
is expected to remain high during 2019, which should
contribute to healthy activity level for Kvaerner in the
medium term. However, few sizable discoveries have been
made on the Norwegian continental shelf (NCS) in recent
years, and it may take some time before new discoveries
mature into newbuild projects. To offset the potential
longer term drop in newbuilds on the NCS, Kvaerner is
positioning for new segments and markets such as tiebacks with unmanned installations, larger modiﬁcations
of offshore installations, niches in offshore wind, and
decommissioning. This positioning has already materialised
into contract wins such as Johan Sverdrup riser platform
modiﬁcation, additional scope at the upgrade of Njord A to
enable the platform to receive oil from the Fenja ﬁeld, and
several decommissioning contracts.
Several improvement initiatives launched over recent
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years were successfully concluded in 2017 and cost levels
for upcoming projects has been reduced typically by more
than 20 percent. Continuous improvement has become part
of normal operations. Kvaerner has throughout 2018 taken
steps to reduce costs further and increase productivity
and quality, including identiﬁcation and implementation
of several digitalisation initiatives. In addition, ongoing
projects have successfully proven the competitive effect of
sourcing certain components from international low cost
suppliers. Reﬁnement of this cost-effective delivery model
will be key in the strategic development throughout 2019,
as this is vital for Kvaerner’s competitive position.
The foundation of Kvaerner’s competitive position is
the combination of effective yard facilities at Stord and
Verdal, together with employees with industry leading skills
and experience. In 2018, the company has continued to
invest in upgrading its facilities, including the large quay
development at Stord which will be completed in 2020.
In addition to organic strategic development, Kvaerner
will consider selected structural measures to grow
and create an even more robust company, if the right
opportunities arise. As an example, Kvaerner made a
small acquisition in 2018, GMC Decom, to expand the
decommissioning capacity at its Eldøyane site.
The Kvaerner Academy was rolled out throughout 2018
as an umbrella covering all internal training. The key
focus for Kvaerner Academy in 2018 has been leadership
training. This coordinated approach to training and sharing
of best practices will increase Kvaerner’s competitiveness
and strengthen its ability to retain and attract the most
talented people.

Business overview
Principle operations
Kvaerner is one of the industry’s market leaders for
delivery of complete offshore platforms and onshore plants
for oil and gas upstream projects. The company has been
a key contractor for around 70 percent of the platform
development projects on the Norwegian continental shelf,
and has also delivered a number of challenging offshore
projects elsewhere in the world.
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For deliveries of complete platform topsides, Kvaerner’s
capabilities include expertise to integrate systems such
as oil and gas treatment, oil and gas storage, ofﬂoading
and export, utility and process support systems, drilling
facilities and living quarters.
Within steel substructures, Kvaerner’s track record
includes 46 steel jackets delivered in 45 years. In 2019,
the company will deliver the topside and steel jacket
substructure for the normally unmanned Valhall Flank
West wellhead platform. Steel jackets for such platforms
represent an interesting future market opportunity.
For concrete substructures to ﬁeld developments
globally, Kvaerner is the undisputed market leader with two
dozen reference projects. The company has also been a key
contractor for all seven of Norway’s largest onshore oil and
gas plants in Norway.
Kvaerner is also one of the world’s most experienced
contractors for delivery of ﬂoating oil and gas installations.
The company has had a key role in delivery of more
than 15 of the world’s most recognised ﬂoating platform
projects.
In all of the above-mentioned segments, Kvaerner has a
particularly strong position for projects where engineering,
procurement and construction (EPC) are integrated in one
contract. With the technical complexity of large oil and gas
installations and a relatively short schedule for delivery,
there are few contractors world-wide who have credible
expertise to complete such deliveries.
In recent years, Kvaerner has identiﬁed a number of
growth segments where the company offers additional,
specialised services to the oil and gas industry. These
services include hook-up and completion of onshore
platforms, marine operations, platform modiﬁcations
and upgrades (such as the Njord A upgrade) and
decommissioning services. For the latter, Kvaerner has
been a front runner for establishing the ﬁrst purposebuilt facility for effective and environmentally friendly
decommissioning and recycling of offshore platforms after
shut down. The company has extensive experience in the
decommissioning of offshore installations from both the
Norwegian and UK continental shelf, with a recycling rate

5

of more than 99 percent.
In addition, Kvaerner has identiﬁed the offshore wind
power industry as an additional growth segment. Within
offshore wind, the company provides ﬁxed and ﬂoating
foundations, in both steel and concrete, for wind turbines,
and Kvaerner also offers converter platforms for offshore
wind power developments.
To ensure effective use of common resources across
Kvaerner, and to provide the best possible support to
Kvaerner’s projects, the execution of all key projects is
organised as one of the three operational areas’ responsibility:
Process Solutions: Responsible for delivering contracts
for platform topsides and onshore facilities. Current
projects include execution of the Johan Sverdrup ULQ
project, the EPC upgrade of the Njord A platform, Johan
Castberg topside and FPSO integration project, and
Johan Sverdrup phase 2 – riser platform modiﬁcation
Structural Solutions: Responsible for steel jacket
substructure projects. Also responsible for Kvaerner’s
Subsea on a Stick® concept and the high-tech piping
technology unit which is integrated in the facility at
Verdal. Current projects include an EPC contract for the
steel jacket substructure to the Johan Sverdrup phase
2 process platform, and the topside and steel jacket
substructure for normally unmanned Valhall Flank West
wellhead platform. The Verdal facility also fabricates the
new ﬂare tower for Njord A, the module for seawater
handling and the main pipe rack to Johan Castberg for
delivery to Kvaerner’s facility at Stord, plus several
smaller projects within piping technology
Concrete & New Solutions: Responsible for concrete
marine structure projects. Also responsible for hook-up,
completion, decommissioning and business opportunities
in adjacent segments. Current projects include hook-up
and commissioning related to both the Aasta Hansteen
platform and the Johan Sverdrup riser platform,
dismantling and recycling of three North Sea platforms,
marine operations for the West White Rose concrete
gravity structure offshore Canada, and the Nord Stream
2 project in Russia. Study work for offshore wind power
projects are also part of the ongoing activities

>

>

>
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Strategic partnerships and use of subcontractors
Kvaerner’s business model includes a clear strategy to use
long term partners and subcontractors in order to optimise
the value chain for its project delivery models. Key examples
that illustrate potential synergy effects of such partnerships
are the joint venture with KBR as a partner for the ongoing
Johan Sverdrup ULQ topside contract, and the wellhead
platform alliance established in 2017 with Aker BP, Kvaerner,
ABB and Aker Solutions. Kvaerner has a continuous focus to
develop and build on effective and ﬂexible delivery models,
and optimise contributions from external partners.
Project Execution Model
Kvaerner’s Project Execution Model (PEMTM) is based on
40 years’ experience with complex oil and gas industry
projects. The model is continuously improved by including
learnings and experiences from execution of EPCI projects.
The PEMTM ensures that the work progresses in a controlled
manner, ensuring that projects are executed at the right
time, to the right quality and at the agreed cost, thereby
enabling Kvaerner to meet its business objectives.
Consequently, the PEMTM contributes to maintaining
Kvaerner’s record of safe and successful project execution.
The Kvaerner PEMTM shall safeguards safety, the
environment, quality and cost efﬁciency by constantly
focusing on:
Quality in deliveries by proper quality planning,
assurance and control throughout the value chain.
Signiﬁcant efforts shall be invested in the early phases
to secure quality in all aspects, no changes or repairs
required and therefore robust safety standards during
construction and operation
Continuous improvement of processes and products.
Lessons learnt from previous projects are always taken
into account
Predictability in project execution and operations by
using standard and transparent methodology well known
to the teams
Avoiding rework – making sure work is completed
correctly the ﬁrst time
Coordinated efforts across disciplines based on

>

>
>
>
>
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>
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>

understanding of interactions between work processes
Control of internal and external interfaces as a
foundation for a successful project execution
Effective management within the deﬁned scope, quality,
resources (time and budget) and risk criteria
That appropriate governance and control are developed,
executed and monitored throughout the project’s life-time

Markets and target regions
Markets
The fundamental driver for Kvaerner’s business is global
demand for oil and gas, inﬂuenced by factors such as world
trade, international economic development and political
direction. Over the last two years the oil price has reached
levels where oil companies ﬁnd it proﬁtable to develop
several new resources. That said, oil and gas prices are still
volatile, hence there is signiﬁcant uncertainty regarding
the timing of large investments in ﬁeld developments.
Competition remains ﬁerce, both from Norwegian and
international companies. Compared to one year ago,
tendering activity is higher. Exploration drilling on the
Norwegian continental shelf is again at a high level, which
is positive for the long term opportunities.
Target regions
Kvaerner’s traditional home market, the North Sea, is
evolving as the Norwegian continental shelf is becoming
more mature. As a consequence, more tie-ins and associated
host platform modiﬁcations are anticipated in the North
Sea and Norwegian Sea. Gradually, Kvaerner expects to
see more opportunities in the Barents Sea and thus, an
increasing share of ﬂoating production facilities relative to
ﬁxed platforms.
Kvaerner offers effective execution of challenging
projects, particularly for developments in regions with
harsh weather conditions. Geographically, the company has
a strong position for oil and gas projects in the North Sea,
Canada and Russia. Regarding harsh environment FPSO
solutions, Kvaerner has identiﬁed a number of candidates
similar to the Johan Castberg FPSO, where the company
is currently executing the main topside fabrication and
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integration contract.
In the Russian market, the geopolitical situation with
trade restrictions remains unchanged since 2017. EU and
US sanctions against speciﬁc companies and persons as
well as general sector restrictions (offshore deep water and
Arctic oil and shale oil projects) remain in place. Kvaerner
remains highly vigilant to ensure 100 percent compliance
with applicable trade restrictions in all our operations and
within our value chain.
Renewables is a market segment where Kvaerner is now
more active. Target deliveries are linked to foundations for
offshore wind, steel and concrete solutions as well as HVDC
(high voltage direct current) platforms linked to wind farms.
There are project opportunities in Europe and North America.
Market segments
Kvaerner remains primarily focused on upstream oil and
gas projects primarily, and pursues opportunities within the
following market segments:
EPC projects for ﬁxed and ﬂoating oil and gas production
facilities
EPC projects for steel and concrete substructures for
offshore platforms
EPC projects for onshore oil and gas upstream facilities
EPC projects for larger rebuilds/refurbishment of
offshore platforms/onshore plants
Separate contracts for assembly, hook-up, completion,
commissioning of offshore platforms and onshore plants
Separate contracts for engineering, procurement,
fabrication or project managements related to offshore
platforms or onshore plants
Unmanned wellhead platforms for tieback of satellite
ﬁelds and reservoirs
Major modiﬁcations and redeployments of offshore
facilities
Decommissioning of offshore installations
Renewables projects such as wind turbine foundations
and HVDC high voltage direct current platforms as part
of windfarms

>
>
>
>
>
>
>
>
>
>
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Objectives and strategic direction
Kvaerner’s ambition is to support oil companies in
developing their most challenging projects.
Kvaerner’s mission as a supplier in this industry is
clear: the company makes it possible for its customers to
realise the world’s most amazing and demanding projects.
Kvaerner makes it possible for clients and societies
to realise energy projects for prosperity, in balance
with a target of zero harm to people, property and the
environment.
Strategic direction
The fundamentals in oil and gas industry have improved
compared to the past few years with oil prices now at
a higher level and an increasing number of FIDs for
offshore projects internationally. However, as competition
remains ﬁerce and commercial terms are under continuous
pressure, Kvaerner continues its efforts to further improve
competitiveness. The company has a strong track record
of delivery on time and with expected quality and will
continue its focus on improving its delivery model and cost
position. The company has seen positive effects of this
during recent years and expects to see further beneﬁts
from these efforts when bidding for projects in 2019 and
beyond.

Against this background, Kvaerner’s future focus is to:
Maintain the drive towards best in class HSSE
performance, and zero unwanted incidents
Successfully execute its existing backlog
Continue cost and operational improvement initiatives
Achieve a proﬁtable development of business
opportunities in adjacent market segments
Gradually strengthen its position as a leading EPC player

>
>
>
>
>

Report for 2018
Financials
Kvaerner presents its accounts in accordance with
International Financial Reporting Standards (IFRS), as
adopted by the EU. Unless otherwise speciﬁed, ﬁgures in
brackets represent ﬁgures for the previous year (2017).
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Proﬁt and loss
Consolidated operating revenue for 2018 was NOK 7 220
million (NOK 6 536 million). Whilst overall activity levels
in 2018 were comparable to 2017, consolidated operating
revenues were higher in 2018 compared to 2017 due to
a larger share of revenue from wholly owned projects in
the year. In 2017, the group’s revenues were to a larger
extent impacted by activity in jointly controlled entities,
where only the share of net result is reﬂected within group
revenue.
Earnings before interest, taxes, depreciation,
amortisation and impairment (EBITDA) were NOK 437
million for 2018 (NOK 799 million). The group’s key
measure of ﬁnancial performance is adjusted EBITDA.
Adjusted EBITDA excludes the impact of embedded foreign
currency derivatives reported in jointly controlled entities
closely related to Kvaerner’s operating activities. Refer
to Note 4 Operating segments (page 28) to see how the
Adjusted EBITDA measure is derived from the consolidated
ﬁnancial statements.
Adjusted EBITDA amounted to NOK 427 million, a
signiﬁcant decrease of NOK 359 million from 2017 (NOK
786 million). The adjusted EBITDA margin for 2018 was
5.9 percent (12 percent). The negative margin development
reﬂects phasing of projects; projects in early phases not
yet recognising margin, and last year was signiﬁcantly
impacted by close-out activities and recognition of bonuses
and incentives towards the end of completed projects.
Adjusted EBITDA excludes NOK 9 million income
accounting impact from embedded foreign currency
derivatives, related to equity accounted investees closely
related to Kvaerner’s operating activities (NOK 12 million
income).
Depreciation and amortisation charges totalled NOK
110 million, an increase of NOK 4 million from 2017 (NOK
106 million). Consolidated earnings before interest and
taxes (EBIT) were NOK 327 million (NOK 693 million).
Net ﬁnancial income amounted to NOK 11 million (NOK 4
million) and reﬂects higher interest income and embedded
derivative gains compared to last year.
The tax expense was NOK 60 million (NOK 186 million),
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which corresponded to an effective tax rate of 18 percent
(27 percent). Compared to the nominal Norwegian statutory
tax rate in 2018 of 23 percent, the effective tax rate
reﬂects various tax reconciling items. The relatively low tax
rate for the year is a result of permanent differences and
change in nominal tax rate in Norway as from 2019 from
23 to 22 percent and the associated impact on deferred
taxes. Proﬁt from continuing operations amounted to
NOK 278 million (NOK 511 million), and basic and diluted
earnings per share from continuing operations were NOK
1.04 (NOK 1.92).
Net proﬁt from discontinued operations was NOK
nil (NOK 31 million). The result reﬂects net insurance
recoveries of more than USD 2 million (more than USD 5
million), offsetting the associated legacy costs. Basic and
diluted earnings per share for discontinued operations were
NOK nil (NOK 0.12).
Net proﬁt for total operations in 2018 was NOK 278
million (NOK 542 million), with basic and diluted earnings
per share of NOK 1.04 (NOK 2.04).
Cash ﬂow
Consolidated cash ﬂow from operating activities depend on
a number of factors, including progress on and delivery of
projects, changes in working capital and pre-payments from
customers. Net cash inﬂow from operating activities was
NOK 719 million in 2018 (outﬂow of NOK 113 million). The
increase mainly reﬂects improved working capital position
in 2018, compared to a worsening in 2017.
Net cash outﬂow from investing activities in 2018 was
NOK 335 million (outﬂow of NOK 93 million) and mainly
relate to capacity and maintenance investments at the
facilities at Stord and in Verdal, Norway and strategic
digitalisation initiatives. Kvaerner’s Board of Directors
has approved an investment of NOK 370 million in a new
quay at Stord and the upgrade is progressing according to
plan. For 2019, progress of the quay investment will imply
a capex of around NOK 200 million. A total maintenance
capex for the group of approximately NOK 30−50
million is expected annually and additional strategic and
capacity investments at the yards such as equipment and
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digitalisation tools will result in an expected capex of up to
NOK 300 million for 2019.
Net cash outﬂow from ﬁnancing activities was NOK 29
million in 2018 (NOK 27 million), reﬂecting fees on credit
facility and transactions in own shares.
Balance sheet and liquidity
The group’s total assets were NOK 6 320 million on 31
December 2018 (NOK 5 823 million). Net current operating
assets (NCOA) were negative NOK 949 million at year-end,
an improvement of NOK 300 million from the end of 2017
(negative NOK 650 million). Movements in working capital
will impact cash balances and at year-end 2018, net cash
excluding negative NCOA was NOK 2 216 million. Equity
as of 31 December 2018 totalled NOK 3 439 million
(NOK 3 176 million). The group’s equity ratio was 54.4
percent at year-end 2018, compared with 54.5 percent at
year-end 2017. The equity ratio is calculated as total equity
divided by total assets.
The loan agreement that was reﬁnanced in July 2015, a
revolving credit facility of NOK 2 000 million, is maturing
in July 2020. The facility is provided by a syndicate of
high quality international banks. The revolving credit
facility was undrawn during 2018 and as per 31 December
2018. The terms and conditions include restrictions which
are customary for these kinds of facilities, including inter
alia negative pledge provisions and restrictions related to
acquisitions, disposals and mergers. There are also certain
provisions of change of control included in the agreement.
There are no restrictions for dividend payments. The facility
is unsecured.
The ﬁnancial covenants are based on three sets of key
ﬁnancial parameters; an equity ratio based on consolidated
total borrowings/consolidated total equity, a cash covenant
calculated by consolidated total borrowings less consolidated
net current operating assets and consolidated cash and cash
equivalent assets and an interest coverage ratio based on
consolidated EBITDA/consolidated ﬁnance costs. The ﬁnancial
covenants are tested on a quarterly basis. As of 31 December
2018 the company is in compliance with all covenants. The
margin applicable to the facility is based on a price grid
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determined by the gearing ratio.
Consolidated non-current assets totalled NOK 1 753
million (NOK 1 474 million) as of 31 December 2018, of
which goodwill amounted to NOK 607 million (NOK 607
million). Net interest-bearing deposits and loans amounted to
NOK 3 165 million at the end of 2018 (NOK 2 812 million).
With undrawn, committed, long-term credit facilities of NOK
2 billion, the Board considers available capital adequacy and
liquidity as good and ensures that Kvaerner is well positioned
to meet the challenges and opportunities over the coming
years.
Segment review
Kvaerner does not have any remaining operations in the
US within the Downstream & Industrials segment, and
the segment is presented as discontinued operations
in the group’s ﬁnancial statements. Consequently,
Kvaerner continues to have one reportable segment; Field
Development. The Field Development segment includes
results from Kvaerner’s own operations and Kvaerner’s
share (proportionate consolidation) of jointly controlled
entities closely related to Kvaerner’s operating activities.
Kvaerner has a matrix-based organisational model, with
operational areas and resource centres, where the projects
are the main focus. The Field Development segment
includes the following operational areas: Process Solutions
delivering topsides, ﬂoaters and onshore upstream
facilities; Structural Solutions delivering large steel jackets
for oil and gas installations; Concrete and New Solutions
delivering concrete substructures, performing hook-up,
decommissioning and completion projects and working with
new strategic initiatives.
Field Development
Operating revenues in 2018 totalled NOK 7 253 million
(NOK 7 625 million). EBITDA was NOK 487 million (NOK
846 million), with an EBITDA margin of 6.7 percent, a
decrease of 11.1 percent in 2017. Reduced activity is
mainly within operational area Process Solutions, but
activity has also been lower within Structural Solutions.
Activity within Concrete & New Solutions has increased
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in 2018. The lower EBITDA and margin reﬂects phasing
of projects. Projects awarded in the year are not yet
recognising margin and results from projects that were
delivered in 2017 were positively impacted by achieved
milestone incentives and close-out activities.
Order intake for the year amounted to NOK 9 827
million (NOK 9 215 million) and reﬂects new secured
contracts, listed under Operational highlights in this report,
growth in existing projects and smaller orders. Order
backlog as of 31 December 2018 was NOK 10 625 million
(NOK 8 077 million).
Process Solutions’ activity in the year was mainly related
to the Njord A project and Johan Sverdrup ULQ topside.
In March 2017 Kvaerner was awarded the contract for
complete upgrade of the Njord A platform. The overall
progress is in line with plan. 2018 activities have mainly
been related to fabrication and installation. The drilling
derrick and compensator module have been reinstalled on
board Njord A after upgrade and modiﬁcations. All four
blisters and column top extensions have been fabricated,
pre-outﬁtted and installed. The deck boxes/winch houses
have been fabricated and pre-outﬁtting is ongoing. The
critical lifting programme started in August 2018. Heavy
lifts will continue until spring 2019 and the remaining
upgrade work will continue until planned delivery in 2020.
In 2015, a joint venture between Kvaerner and KBR,
was awarded a contract for the complete delivery of the
utility and living quarter platform topside to the Johan
Sverdrup ﬁeld development. The project has progressed
according to schedule, and all milestones in 2018 were
achieved. The project entered commissioning phase and
commencement of loop testing in March 2018. Achievement
of the mechanical completion milestone was announced
on 1 October 2018 and the pedestal crane was received
and installed on the platform in the same month. The ULQ
topside is on track to be delivered ﬁrst quarter 2019.
Kvaerner’s work with the Nyhamna Expansion project
started in 2012. The contract for upgrading of the onshore
gas processing and export facility has included planning
and project management, engineering, procurement,
construction management, completion and commissioning.
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Kvaerner has also assisted in the comprehensive periodical
turnarounds for maintenance during this period. In 2018,
Kvaerner have been involved in ﬁnal work and close-out
activities, and in supporting Shell’s project organisation in
taking over the facility.
The Johan Castberg topside fabrication contract
and ﬂoating production storage and ofﬂoading (FPSO)
integration contracts were awarded to Kvaerner in
February 2018. The ﬁrst phase of the project was deﬁned
as familiarisation and procurement phase which lasted
until 1 October 2018. Shop engineering was mobilised in
Poland, Stord, Egersund and Verdal and started fabrication
in November. All 2018 project milestones were achieved.
On 3 May 2018, Kvaerner and Aker Solutions formally
signed the contract for Johan Sverdrup phase 2 riser
platform modiﬁcations, through a joint venture company,
ASK JV AS. The project organisation is located in Stavanger,
Norway with engineering support from Mumbai, India.
Structural prefabrication contracts were signed with Polish
subcontractors in October and the assembly site is located
at Stord.
Structural Solutions has delivered the three largest steel
jacket substructures to the Johan Sverdrup phase 1 ﬁeld
development. Kvaerner’s work with the project started in
2014 when Kvaerner and Equinor established and signed a
frame agreement for delivery of steel jackets substructures
to Equinor-operated ﬁelds. The giant riser platform jacket
weighing 26 000 tonnes was delivered in 2017. The drilling
platform jacket was completed on schedule and delivered
in March 2018, and the process platform jacket sailed away
from Verdal on schedule in July 2018. In October 2018
Kvaerner won the EPC contract for delivery of the steel
jacket substructure for the phase 2 process platform. With
this award Kvaerner will deliver four substructures for the
Johan Sverdrup Field, one of the world’s largest ongoing
offshore projects.
In December 2017, Aker BP awarded Kvaerner a contract
for delivery of the topside and steel jacket substructure for
Valhall Flank West. This is the ﬁrst project in the Wellhead
Platform Alliance, which consists of Aker BP, Kvaerner, ABB
and Aker Solutions. The ﬁrst steel plate for the Valhall Flank
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Vest platform was cut in April 2018 and marked fabrication
start of the normally unmanned platform project.
Prefabrication, outﬁtting and assembly of topside and steel
jacket substructure is proceeding according to plan and
the project will be delivered in early summer 2019. The
caisson support for the Yme New Development project was
completed in summer 2018 and will be stored at the yard
in Verdal until sailaway in early 2019. The Verdal facility is
to fabricate the Njord ﬂare tower, the module for seawater
handling and the main pipe rack on Johan Castberg for
delivery to Kvaerner’s facility at Stord.
Within Concrete & New Solutions, work continued with
the completion of the cylindrical substructure (spar) for
Equinor’s Aasta Hansteen platform. The inshore activities
in Digernessundet were successfully completed during the
summer of 2018, and Kvaerner’s experts subsequently
contributed with preparations for production to start
offshore. The platform commenced production in December
2018, and Kvaerner continues to support the Equinor crew
offshore into the ﬁrst part of 2019. Similarly, Kvaerner
is performing hook-up and completion work on Equinor’s
Johan Sverdrup riser platform. This work will continue
in 2019 when the hook-up and completion of the ULQ
platform is added to the scope. Planned production start
is scheduled for autumn 2019. In addition, Kvaerner is
performing construction work on the landfall and pig trap
area for the Nord Stream 2 gas pipeline project in Russia.
This work will continue into 2020.
Demolition of platforms is also part of Concrete &
New Solutions’ portfolio. Recycling of the Nyhamna
subsea compression test pilot modules was completed in
September. A set of offshore oil and gas structures from the
UK continental shelf and the Varg A platform have been
subject for demolition and recycling since July 2018.
Within Marine operations, Kvaerner’s Canada operations
are currently performing engineering and preparation work
for tow and installation of Husky Energy’s White Rose
concrete gravity structure in Newfoundland. The project is
scheduled to be completed in spring 2022.

Discontinued operations
Following the sale of Kvaerner’s onshore construction
business in North America in December 2013, Kvaerner
does not have any remaining operations in the USA within
the Downstream & Industrials segment, and the segment
a have been presented as discontinued operations in the
group’s ﬁnancial statements since the sale.
Net proﬁt from discontinued operations was NOK
nil (NOK 31 million). The operating results for 2018 is
reﬂecting recognition of insurance recoveries of more than
net USD 2 million in 2018 (USD 5 million), offsetting the
associated legacy costs. Please see Note 26 Discontinued
operations (page 59) for Summary of ﬁnancial data for
discontinued operations.
Corporate and unallocated costs
For the full year, unallocated costs were NOK 60 million
(NOK 60 million). It is expected that the recurring level
of net corporate costs will be approximately NOK 60−70
million annually.
Going concern
Based on the group’s ﬁnancial results and position
described above, the Board of Directors conﬁrms that the
company is a going concern and that the annual accounts
for 2018 have been prepared under this assumption.
Parent company accounts
The parent company, Kværner ASA, had a net loss of NOK
14 million for 2018 (loss of NOK 32 million). Kværner
ASA has no employees and operating expenses are
mainly shareholder costs for the parent holding company.
The parent company’s main asset is shareholdings in
subsidiaries. Equity ratio was 66.9 percent at year-end
2018 (62.1 percent).
Dividend policy
The dividend policy reﬂects the strategy that retaining a
solid balance sheet and cash position is a priority.
Kværner ASA’s dividend policy is based on semi-annual
dividend payments. Decisions as to dividend payments
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depend on outlook, liquidity and considerations such as
alternative use of cash and strengthening of the company’s
ﬁnancial structure. In periods of weak economic conditions,
the dividend can be paid as long as the group’s capital
structure permits. The Board approves interim dividends
based on an authorisation from the General Meeting, while
the Annual General Meeting approves the ﬁnal (and total
annual) dividend based on a proposal from the Board of
Directors.
Allocation of net results
Pursuant with the company’s dividend policy, the Board
of Directors propose to the Annual General Meeting that a
dividend of NOK 1.00 per share should be paid. The Board
of Directors thereby proposes the following allocation of
net loss in Kværner ASA:

Proposed dividend
Transferred from other equity
Total allocated

NOK 269 million
(NOK 283 million)
(NOK 14 million)

Total equity in Kværner ASA after the proposed allocation
of net loss amounts to NOK 4 064 million (NOK 4 345
million). The Board of Directors have considered the
proposed dividend in conjunction with equity and liquidity
requirements under the Norwegian Limited Company Act
and based on the Board’s best judgement, the proposed
dividends are within these requirements.

Events after the balance sheet date
There have been no subsequent events since year-end at
the date of signing these accounts.
Dividend
Kvaerner has in recent years completed several signiﬁcant
projects with predictable performance and sound results,
which has resulted in a strong ﬁnancial platform. The Board
of Directors has in accordance with the dividend policy
proposed to pay a dividend of NOK 1.00 per share in April
2019. Subject to approval by the Annual General Meeting
(AGM), the dividend payment will take place on or about

9 April 2019 to shareholders of record as per the date of
the AGM scheduled for 28 March 2019. The shares will be
traded exclusive dividend from and including 29 March
2019. The competitive advantage Kvaerner has of a strong
balance sheet will continue to be an important part also of
future dividend considerations.

Corporate governance
Kvaerner performs corporate governance within the
relevant framework of several different legal regulations and
principles in the respective jurisdictions in which it operates.
As Kvaerner exercises ultimate governance and control
from its headquarters in Norway, and is listed on Oslo Børs
(Oslo Stock Exchange), Norwegian legislation is a signiﬁcant
framework in terms of company and securities legislation,
ﬁnancial reporting and other corporate issues. As part
of its corporate governance model, Kvaerner’s Board of
Directors has adopted the Norwegian Code of Practice
for Corporate Governance. Kvaerner’s detailed corporate
governance report can be found on www.kvaerner.com/cg.
In general, corporate governance is based on the
model wherein shareholders, at the Annual General
Meeting, appoint the Board of Directors to act as their
representatives in governing the company.
The Board of Directors sets the strategic direction,
the overall governance structure, values and policies in
accordance with Norwegian legislation and frameworks.
Kvaerner has a Code of Conduct and a set of global policies
and procedures which provide direction on acceptable
performance and guide decision-making in all parts of the
company. All Kvaerner policies are subject to an annual
review and, when deemed necessary, updates are made.
As set out in the Norwegian Public Limited Liability
Companies Act, Kvaerner’s Board of Directors has
established an Audit Committee, comprising the following
three directors; Lone Fønss Schrøder (Chair), Thorhild
Widvey and Rune Rafdal. The Board has also established
a Remuneration Committee, with the directors Leif-Arne
Langøy (Chair), Kjell Inge Røkke and Thorhild Widvey as
members.
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Kvaerner encourages its employees as well as contract
staff, partners, suppliers and customers to report any
concerns in terms of compliance with law and/or ethical
standards. The company has an established whistleblowing
channel accessible at https://www.kvaerner.com/
Environment--Society/whistleblowing/. All reports go
directly to the SVP Corporate Support & General Counsel
and an investigation team for follow-up of compliance
issues.

Risk management
As a key work process for securing Kvaerner’s business, the
company actively works to identify and manage risk related
to all aspects of its operations. This applies both to projects
and in the corporate organisation.
Kvaerner’s mission is to realise complex projects, and
the management of risk in these projects is instrumental
to success. All Kvaerner’s projects maintain a risk register
where identiﬁed risks and opportunities are recorded
with corresponding actions to secure the best possible
outcome. This work process forms an integral part of
Kvaerner’s project management approach as deﬁned in its
Kvaerner’s Project Execution Model (PEM™). This structured
methodology for controlled project execution also provides
sets of quality requirements for various stages of projects
through deﬁned milestones, thus providing a framework for
assessing the status of the project execution through gate
reviews/audits.
All projects report status on management of risk as a
part of the monthly reporting to Kvaerner’s operational
areas. Based on this and possible operational risk issues
outside projects, the operational areas report status on
management of risk to the executive management team on
a quarterly basis.
On a corporate level, an annual risk review is performed
and presented to the Board of Directors. This report builds
on the regular risk reporting from operational areas,
corporate staff functions and Kvaerner’s projects.
The risk review is executed to identify the most
signiﬁcant risk areas and to establish associated risk
reducing actions. In this assessment, the consolidated view
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across all Kvaerner’s units is looked into, top company risks
are identiﬁed and risk reducing measures agreed upon.
Please see Note 20 Financial risk management
and exposures (page 50), for a detailed description
of the group’s ﬁnancial risks and Note 18 Provisions
and contingent liabilities (page 48) for an overview
of signiﬁcant current disputes. Kvaerner has deﬁned
procedures and routines for managing the group’s ﬁnancial
market exposure.
Further to this, Kvaerner’s Corporate Risk Committee
performs risk assessment of all major tenders prior to
submission and also performs reviews of selected projects
after start-up. Internal audits are undertaken to ensure
compliance with Kvaerner policies, laws and regulations as
well as project speciﬁc audits.
Kvaerner works with a number of partners and hundreds
of suppliers and subcontractors around the world. The
company performs risk based due diligence as part of
the pre-qualiﬁcation processes. Kvaerner’s supplier
qualiﬁcation and information system database is a key
enabler for raising the quality for supplier performance.
All potential joint venture partners and third party
representatives must go through due diligence assessments
and have to be approved by the President & CEO of
Kvaerner.

Health, safety, security and environment (HSSE)
Care for health, safety, security and the environment (HSSE)
is a core value in Kvaerner and expressed in the Just Care™
mind-set. HSSE is fundamental to all Kvaerner’s operations
and the people working for Kvaerner are all keystones in
its work towards the ultimate goal of an injury- and illnessfree workplace, causing zero harm to people, material,
non-material assets and to the environment. This ambition
is not only part of the company’s core values, but is the
company’s licence to operate.
Kvaerner’s HSSE management is based on strong and
visible management responsibility and commitment, where
all HSSE processes are driven by the line management from
the President & CEO to ﬁrst-line supervisors. HSSE is the
cornerstone in all Kvaerner’s work and a core value in the
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company. Kvaerner’s HSSE mind-set states that: we take
personal responsibility for HSSE because we care.
In 2018, there has been a negative trend in the total
recordable injury frequency (TRIF) as well as increases
in serious incidents and serious near-misses compared
to the previous year. Kvaerner has started a number of
new initiatives during 2018 to break this trend, including
enforcing more visible management in ﬁeld, training
sessions within safety leadership, safety behaviour and
risk awareness, a new app for reporting of incidents, HSSE
development of subcontractors, revision of crane standards
with an associated eLearning introduction programme, and
more.
At year-end 2018, a lost time incident frequency (LTIF)
of 0.5 and a total recordable injury frequency (TRIF) of 2.9
was recorded, compared to corresponding 0.5 and 2.5 for
2017. These ﬁgures include Kvaerner’s subcontractors and
are calculated per million man-hours worked. The company
had four lost time injuries in 2018. These injuries were a
bruised arm, various fractures and a cut hand.
In 2018, eleven serious incidents or serious near-misses
were identiﬁed and thoroughly investigated. Actions for
improvement are identiﬁed and implemented. Following
serious incidents, lessons learned packages are produced
and shared throughout Kvaerner with the aim of preventing
similar incidents. In 2018, the number of documented risk
observations was 36 458, equivalent to 8.1 observations
per man-year worked, compared to 27 118 observations in
2017, equivalent to 5.2 observations per man-year worked.
For further information about Kvaerner’s HSSE
programme and activities, including key performance
indicators, please see the chapter “Caring about health,
safety, security and the environment” in the company’s CSR
report: www.kvaerner.com/csr.
The HSSE operating environment
HSSE is an integral part of Kvaerner’s management system
and is divided into seven main sections: leadership,
organisation, communication, risk management, product
realisation, third-party relationships and continual
improvement.
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The Just Care™ mind-set is Kvaerner’s umbrella
for driving HSSE-related awareness-building and
understanding. A key element in the Kvaerner’s Just
Care™ approach is that all employees accept personal
responsibility for HSSE by actively caring for themselves,
co-workers and the environment.
A common HSSE operating system sets expectations
for the key elements in HSSE management and leadership.
Regular reviews uncover possible gaps in relation to
expectations, and the necessary activities for improvement
are identiﬁed and initiated. Key HSSE performance
indicators have been implemented. A strong focus on
leading activities in the HSSE ﬁeld, combined with deﬁned
targets measured against actual results, guides Kvaerner
towards continual improvements in HSSE performance.
Just Rules is a set of concrete guidelines within
Kvaerner’s HSSE operating system. These have been
established to control the most safety-critical activities in
our operations. Just Rules is a mandatory part of Kvaerner’s
safety training for all employees, providing clear and simple
check-lists and controls for operations.
HSSE training
Competence occupies a central place in Kvaerner’s HSSE
programme. All personnel must be competent, possess
the necessary knowledge, skills and behaviour to perform
their work safely. To reach out to all employees in an
efﬁcient way, Kvaerner uses dedicated training programmes
at operational and project levels, as well as eLearning
programmes for key areas within HSSE.
During 2018, 1.2 percent of total worked hours were
invested in HSSE training, compared to 1.2 percent in 2017.
Training programmes and key performance indicators have
been established to promote observation, interaction and
intervention in the areas of HSSE.
Safety
In 2018 there has been a slight increase in both injury
frequency and incidents with high-risk potential.
Improvement actions have been implemented to address
these issues. The high risk potential incidents are especially
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related to crane operations and work at heights. Safety
culture initiatives, improved training programmes and
management follow-up has been implemented. Several
good initiatives have been introduced in 2018, such as
an updated app for the reporting of incidents, training
programmes in risk awareness and safety leadership and
HSSE development of subcontractors.
The HSSE development of subcontractors has continued
in 2018. In addition, compliance and leadership, barriers
and risk awareness have been key focus areas.
Digitalisation of the HSSE work has been further
developed with roll-out of an improved mobile phone
application for reporting of incidents and non-conformities.
Digitalisation will be part of the improvement initiatives in
2019.
There has been a positive transfer of experience
between Kvaerner projects. In addition, an incentive
programme contributes to local clubs and associations upon
achievement of the project HSSE targets. These awards
provide positive incentives and are connected to high
scores in inspections, housekeeping, and reporting rates of
HSSE observations.
Kvaerner will continue the development of safety
culture, tools and processes and will strive to ensure
compliance with the company’s rules and regulations. Close
cooperation and further development of relationships
with our subcontractors within HSSE will also continue
to be a priority. In addition, it is important for Kvaerner
to maintain an active dialogue between employees and
management.
Occupational health
Total sick leave for Kvaerner in 2018 was 229 142 hours
for own employees, compared to 234 471 in 2017. This
constitutes 5.27 percent sick leave in 2018, compared to
5.43 percent of total man-hours in 2017. However, sick
leave is still above the target of 4.8 percent. During the
spring of 2017, Kvaerner initiated a project to analyse the
sick leave and propose mitigating actions. This resulted in
detailed action plans per region. This programme continued
throughout 2018 with training of all managers, union

KVAERNER ANNUAL REPORT 2018

representatives and safety delegates. The implementation
of actions continues and results are improving. Reducing
sick leave is important to Kvaerner and will remain a key
focus area in 2019.
Kvaerner in Norway participates in the More Inclusive
Working Life (IA) agreement. The IA Agreement is an
instrument aimed at reducing sick leave and increasing the
focus on job presence.
Kvaerner cooperates with some other companies who
have a relationship with Aker. The company’s participation
in the Aker Active programme, which offers a wide
range of activities within physical exercise and nutrition
for employees on all locations, is an example of health
initiatives.
Environment
All companies should contribute to protection of the
environment. Kvaerner continuously works to reduce the
environmental footprint of our operations and products.
The Kvaerner methodology for reporting environmental
impact derives from the Greenhouse Gas Protocol (GHG) and
the Global Reporting Initiative (GRI). Kvaerner is certiﬁed
according to the ISO 14001:2015 standard. In its supplier
declaration, which all suppliers to Kvaerner must sign in
order to be pre-qualiﬁed, suppliers commit to work to
minimise negative impacts on the environment, taking into
consideration the full life cycle of their products. Suppliers
commit to work to achieve energy efﬁciency and minimise
harmful discharge, emissions and waste production, and to
comply with national environmental legislation and discharge
permits.
HSSE leadership development initiatives, eLearning and
management system all incorporate clear components that
focus on the environment. Collectively, these contribute to
continuous improvements in environmental awareness and
attitudes among managers and employees, and support
customers in making environmental improvements through
executed projects.
There are several energy efﬁciency initiatives in progress
within the company. In addition, Kvaerner is continuously
conducs environmental monitoring of dust, water, sediments
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and noise. In September, Kvaerner reported to the Norwegian
Environment Agency increased values of some PFAS
substances from the decommissioning facility, but the levels
since normalised without the source ever being detected.
Safe handling of polluted sediments and collection of plastic
from blasting activities have had a high focus in the Stord
yard development project. The demolition site at Stord has
been upgraded with more concrete pads with membranes for
environmental purposes.
Primary energy consumption, carbon emissions and
waste disposal vary according to activities at the yards. Total
energy intensity was 5 295 (MWh per million worked hours)
in 2018 compared to 4 578 in 2017. The energy intensity
(MWh per million worked hours) has increased in 2018 due
to higher activities at Kvaerner’s yards compared to the
previous year. CO2 emissions (tonnes per million worked
hours) were 537 in 2018 compared to 167 in 2017. This
was due to higher activity at the yards. Waste recorded in
connection with the business totalled 7 836 tonnes in 2018
compared to 6 321 tonnes in 2017, of which 65 percent was
recycled in 2018, compared to 51 percent in 2017. The main
reason for the low recycling factor in 2017 was extensive
use of non-recyclable sandblasting. These masses are safely
disposed.
Kvaerner has actively participated in clean the beach-day
on Kvaerner’s locations.
Security
Due to the global nature of Kvaerner’s operations, the
company is exposed to changes in the global risk situation.
Kvaerner operates in a wide range of regions, which means
that potential security threats may arise. Kvaerner is linked
to International SOS and Control Risks, which provides a
global tool for risk assessment and risk control. To mitigate
possible risk situations, all employees can at all times be
provided with a reliable and updated risk assessment and
have access to information, as well as to local contacts
and a pre-established network. Currently, Kvaerner has no
operations in areas with high or extreme risk as classiﬁed
by International SOS.
With regards to cyber security, Kvaerner has joined
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the Aker group-wide security initiative, further promoting
a uniform security approach across the Aker companies.
Several security products have been implemented as
countermeasure to the increased cyber security threat, with
emphasis on phishing.

Corporate social responsibility (CSR)
Kvaerner is committed to conduct its business with
integrity and high ethical standards. That is why CSR is
an integral part of the management responsibility within
Kvaerner. The company’s corporate goals and activities
within CSR are anchored at the Board of Directors level.
Kvaerner is a signiﬁcant part of some of the communities
in which it operates, both locally and internationally.
Kvaerner’s aim within CSR is to ensure that the operations
are run in line with the company’s values, Code of Conduct
and policies, relevant laws and regulations and society’s
expectations, with integrity. Kvaerner continuously works
to identify opportunities to improve, and aims at running a
business which has a positive impact on people, society and
the environment.
The company is committed to respect fundamental
human and trade union rights, including a speciﬁc focus
on non-discrimination. Kvaerner’s CSR principles are
based on the company’s values as well as on a wide range
of Norwegian and international guidelines, standards,
regulations and laws.
The results of the company’s CSR efforts are
systematically measured, and Kvaerner annually publish a
separate in-depth report on CSR results and principles. For
further information regarding Kvaerner’s CSR efforts, please
see the separate CSR report published on
www.kvaerner.com/csr.

People and organisation
The Kvaerner’s operating structure has been the same
through 2018.
For further information about people and organisation,
including key performance indicators, please see the
chapter “Caring about our people” in the company’s CSR
report: www.kvaerner.com/csr.

KVAERNER ANNUAL REPORT 2018

Executive management team (EMT)
The executive management team represents broad and
strategic national and international business experience.
The nine EMT members have experience from senior
positions in major oil and gas companies as well as from
the supply industry, and have worked on some of the
largest ﬁeld development projects in the world. The
EMT members have also worked in a broad range of
complementary and associated industries.
Karl-Petter Løken started as the new President & CEO
on 7 May 2018, succeeding Jan Arve Haugan who left
Kvaerner on 28 February. CFO Idar Eikrem was Interim
President & CEO from 1 March until 7 May 2018. A
complete presentation of the EMT is available at
www.kvaerner.com/emt.
Developing people and teams
Kvaerner is globally recognised for its expertise in
executing oil and gas projects. Kvaerner’s expertise within
the ﬁelds of engineering, procurement and construction
builds on multidisciplinary competence from engineering,
yards and project teams.
Kvaerner has earned this reputation due to extensive
investments in organised workplace training and continuous
focus on developing skills and capabilities.
Investments in employees over time are crucial for
Kvaerner’s ability to execute projects and develop new
projects successfully.
Consequently, Kvaerner focuses on continuous training
at all levels and business areas of the organisation,
including professional employees, support staff, teams,
project management and leaders.
All training is based on the company’s six core values,
Code of Conduct and leadership principles. HSSE is one of
the core values and always part of all training activities and
organised sessions.
For further information about developing people and
teams, including key performance indicators, please see the
chapter “Learning and development” in the company’s CSR
report: www.kvaerner.com/csr.
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Organisation and recruitment
As of 31 December 2018, the overall workforce comprised
4 038 individuals which included 2 727 permanent
employees and 1 311 contract staff. Corresponding ﬁgures
for 2017 were 2 659 permanent employees and 841
contract staff. The gender distribution is approximately 15
percent female and 85 percent male employees. 97 percent
of the permanent employees work in Norway, while the
remaining three percent work in US, Finland, China, UK,
Canada and Russia.
The company offers an inspiring and challenging
workplace with a high degree of teamwork and good
individual career and development opportunities. In 2018,
Kvaerner recruited 116 new employees, of which 21 were
women and 95 were men. 17 percent of the new employees
were below 30 years of age, 64 percent were between 30
and 50 years old, and 19 percent were above the age of 50.
The total voluntary employee turnover was four percent in
2018, and for comparison the voluntary employee turnover
2017 was three percent.
Kvaerner operates two specialised fabrication and
assembly facilities in Norway; at Stord in the west of
Norway and in Verdal in mid-Norway. To ensure a solid and
consistent competence base in Kvaerner, it is vital to have a
proper inﬂow of younger generations of skilled employees.
Kvaerner’s arrangements for apprenticeship provide an
important means of recruiting operators to our yards at
Stord and in Verdal, and Kvaerner will continue to have a
strong focus on recruiting new apprentices. In 2018, 56 new
apprentices were recruited. At year-end 2018, there were
a total of 115 apprentices under applicable agreements,
compared to a total of 96 apprentices at year-end 2017.
Up to September 2018, the results from Kvaerner’s
People Survey 2016 have been in focus, and identiﬁed key
focus areas for concrete actions and improvements have
been completed and ﬁnalised.
Employee engagement is important for Kvaerner, and in
October 2018, Kvaerner launched a new (the third) People
Survey with a response rate of more than 90 percent. In
comparison the response rate in 2016 was 82 percent.
The results showed that in some areas there has been a
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positive development compared to 2016. In addition, new
improvement areas have been identiﬁed and new actions
and plans will be launched in 2019.
Diversity and equal opportunity
As the nature of Kvaerner’s operations calls for employees
from different operating entities and geographical regions
nationally and internationally, the principles of equal
opportunity are well established throughout the group.
No differences shall exist when it comes to treatment
of gender, nationality, religion or ethnicity. Employment
conditions and compensation packages are based on
responsibility, complexity of job and personal performance,
irrespective of gender or ethnicity.
Kvaerner’s commitment to diversity and equal
opportunities are described in the policies and in the Global
Framework Agreement for development of good working
relations, a three-party frame agreement with national and
international trade unions.
Kvaerner has a strong focus on training of all employees
to avoid any form of discrimination, harassment or
bullying. Throughout 2018, Kvaerner has been cooperating
with the Working Environment Specialists (Arbeidsmiljøspesialistene) and implemented its methods and concepts
for preventing unwanted behaviour in the workplace.
Kvaerner has a zero tolerance policy against any form of
discrimination, harassment and bullying in the workplace,
and there are now well established procedures and
guidelines for how to report and handle unwanted
incidents.
Leadership training is an important contribution towards
increasing the number of women promoted to managerial
positions. In 2018 the share of women holding senior
management positions was 22 percent compared to 18
percent in 2017, whereof the share of women completing
leadership training in 2018 was 46 percent. In 2018, two of
the nine EMT members were women and two of Kvaerner’s
ﬁve shareholder-elected Directors are women. All of the
Directors elected by and among the employees are men.
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Remuneration and performance culture
Kvaerner shall maintain an individual compensation
level for employees and management which enables the
company to attract and retain employees and leaders with
the right attitudes, skills and the ability to deliver strong
performance in accordance with Kvaerner’s values and the
Code of Conduct. Kvaerner aims to reward performance,
results, skills and attitude. The total remuneration shall be
internally fair, consistent, comprehensible and competitive
without being market leading.
The total remuneration for executives, senior
management and management consists of three main
elements:
Annual base salary
Beneﬁts
Participation in a variable pay programme

>
>
>

The executives, senior management and management are
members of the standard pension and insurance schemes
applicable to all employees in the company. Other beneﬁt
programmes are not granted. The variable pay programmes
shall secure a market competitive total remuneration as
well as being a driver for exceptional ﬁnancial, operational
and personal performance.
Completion of the performance management process
is fundamental to secure the connection between
performance and remuneration. For management taking
part in variable pay programmes, predeﬁned ﬁnancial,
operational and personal objectives are set on annual basis.
The achievement of the objectives is assessed and forms
the basis for the remuneration triggered by the variable
pay programmes.
The assessment of achieved goals and performance
takes place in an annual performance management process,
where the performance dialogue between the leader
and his/her direct reports is essential. This performance
dialogue provides the opportunity for recognition of
achieved results, consideration of career and competence
development and future actions and direction for individual
performance improvements.
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Further details about remuneration to EMT members
are provided in Note 5 Employee beneﬁt expenses (page
31) in the consolidated ﬁnancial statements. The report to
shareholders on executives’ remuneration is approved by
the Board of Directors and is available on
www.kvaerner.com.

Digitalisation
Based on a comprehensive analysis conducted in 2017,
Kvaerner has established a digitalisation roadmap with
an associated business case showing signiﬁcant potential
for cost savings and productivity increase. Ranging from
automated application portfolio setup for EPC projects,
through use of mobile technology to increase operator/
foreman productivity, to advanced use of machine learning
and establishing a digital twin of Kvaerner’s yards, the
roadmap deﬁnes both the strategic direction for Kvaerner’s
increasing use of information technology, as well as a
prioritised list of speciﬁc initiatives to be deployed across
our project portfolio. Key among the current initiatives,
is the Mobile Construction Workforce project, which will
provide a digital work surface for operators and foremen
working on Kvaerner projects. Using smartphones and
tablets, elements such as work orders, fabrication drawings,
progress reporting, hour capturing, team collaboration,
scaffolding reservation will be available through an
intuitive user interface, developed in collaboration with
foremen and operators at the Kvaerner yards. Over the
coming years, Kvaerner will continue to invest selectively
in digitalisation, driven by speciﬁc project needs in
combination with longer-term investments in capabilities
needed in the future EPC landscape.

Continuous improvement
During 2018 a LEAN based systematic improvement
programme has been prepared. This programme is called
Kvaerner Beyond and is set to improve the quality of all
work processes down to the lowest level. The programme
builds on LEAN philosophy and methods and aims to
increase the productivity of all work processes.
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Kvaerner Beyond engages all staff in continuous
improvement of their work processes by following a
coherent approach to the company.
The overall ambition of Kvaerner Beyond is: “We
will work smarter, more predictably and deliver faster
– to create value”. Experience from successful LEAN
implementation in other companies has shown that taking
out unnecessary activities (so-called “waste”) from work
processes, improve throughput time and perfect the
handovers between processes, will as an end result give
signiﬁcantly improved overall productivity.
Kvaerner Beyond has been tested and rolled out in
three fabrication units at Stord and Verdal during 2018,
and full implementation will take place in 2019 and
thereafter. Kvaerner Beyond is designed to perfect the way
the company works at all levels. It will also provide the
framework for speciﬁc improvement projects that will run
according to business needs, like digitalisation projects and
other major speciﬁc improvement initiatives.

Research and development (R&D)
There is a growing demand for ﬁeld development solutions
that can help oil companies reduce their overall costs and
increase value creation. Part of Kvaerner’s competitive
strength is solutions and methods that make it technically
possible and ﬁnancially attractive to develop reserves
which have previously been considered non-viable.
Kvaerner can also offer concepts and effective project
execution models that may contribute towards reducing the
total costs of new ﬁeld developments.
Kvaerner’s R&D strategy has a clear focus on creating
values and results. The company strives to identify the
potential commercial opportunities before new R&D
activities are started, and new developments are preferably
executed with customers or business partners as sponsors.
This approach increases the market interest in new
technologies and methods.
Offshore wind is a developing market. Kvaerner’s focus
in 2018 has been on turbine foundation installations and
converter platforms.
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For turbine foundations, Kvaerner has investigated
opportunities within the ﬂoating foundation space and
looked into concrete gravity base foundations for wind
power turbines, both with special attention on costeffective, execution-friendly design for large volume
fabrication and installation. Kvaerner aims at leveraging its
EPCI expertise and experience to provide new and costeffective development solutions.
Further, within the offshore wind segment, Kvaerner has
spent time on activities relating to developing competitive
execution models for high voltage direct current (HVDC)
converter platforms.
In 2018, Kvaerner has continued the development
of the company’s concrete ﬂoater solutions for future
Barents Sea developments and ice-prone waters offshore
Newfoundland, Canada. Focus has been on cost reduction
through effective methods for topside hull integration.
Kvaerner actively participates in several joint
industry research projects, with the main focus on Arctic
technology and concrete technology. Kvaerner is engaged
in approximately ten research projects in Norway, EU and
Canada, together with national and international industry
partners, universities and research organisations, with
public funding through various research programmes.
One of these research projects is the Durable Advanced
Concrete Solutions (DACS) project managed by Kvaerner,
which is now approaching the harvesting phase and is
starting to deliver on the deﬁned objectives. Focus areas
are early phase cracking, frost resistance, ice abrasion
and ductility in lightweight concrete. The project is jointly
funded by Kvaerner, industry partners and the Research
Council of Norway. Kvaerner also participates in several
new research applications submitted in 2018, to continue to
harvest knowledge and to stay in front of the development
for selected key areas.

Share capital
The company’s shares are listed on Oslo Børs (Oslo Stock
Exchange) and are freely transferable. No transferability
restrictions are incorporated into the Articles of Association.
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There are 269 000 000 shares issued and outstanding, all
of which are of the same class and with equal voting and
dividend rights. Each share has a par value of NOK 0.34.
The largest shareholder of Kværner ASA is Aker Kværner
Holding AS, holding 41.02 percent of the shares. Aker ASA
owns 70 percent of Aker Kværner Holding AS, while the
Norwegian Government owns 30 percent as of 31 December
2018. Proposition No. 88 (2006–2007) to the Storting
(Norwegian Parliament) contains more detailed information
concerning the establishment of Aker Kværner Holding AS,
and the agreement between Aker ASA and the Norwegian
Government. The company is not party to any agreement that
is conditional upon offerings of take-over in the company.
Kvaerner had 8 085 shareholders (8 291) as of 31
December 2018, of which 26 percent (28 percent) were
non-Norwegian. The share price was NOK 12.06 at year-end
2018, compared to NOK 15.80 at year-end 2017. During
2018 Kvaerner’s share price decreased by 24 percent, the
Oslo Stock Exchange benchmark index increased by two
percent and the Philadelphia Oil Service Index decreased by
46 percent.
As of 31 December 2018, Kværner ASA held 1 113 079
treasury shares.

Outlook
Compared to 12 months ago, Kvaerner sees an improved
market and more customers considering new projects.
During 2019, it is expected that several key prospects
will pass important decision gates and move further
towards project sanctioning and project execution. The
company anticipates that potential contract awards for
near term larger contracts will mostly come in 2020 and
2021. The market in and around Norway will continue
to be important, but several key prospects are also in
international regions. For 2019, the full year gross revenue
is expected to be above NOK 7 billion. CAPEX level for
2019 is expected to be about NOK 300 million. The working
capital level is expected to increase somewhat during 2019.
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Income statement 01.01 – 31.12
Note

2018

2017

3, 4

7 220

6 536

(4 372)

(3 184)

Salaries, wages and social security costs

5

(2 260)

(2 282)

Other operating expenses

6

(151)

(272)

437

799

(110)

(106)

327

693

Amounts in NOK million

Total revenue and other income
Materials, goods and services

Operating proﬁt before depreciation and amortisation
Depreciation and amortisation

10, 11

Operating proﬁt/(loss)
Finance income

7

38

31

Finance expenses

7

(27)

(27)

Proﬁt/(loss) before tax
Income tax expense

338
8

Proﬁt/(loss) from continuing operations
Proﬁt/(loss) from discontinued operations

(60)
278

26

Proﬁt/(loss) for the year

697
(186)
511

0

31

278

542

278

542

Proﬁt/(loss) for the period attributable to:
Equity holders of the parent company
Earnings per share (NOK):
Basic and diluted EPS continuing operations

9

1.04

1.92

Basic and diluted EPS discontinued operations

9

0.00

0.12

Basic and diluted EPS - total operations

9

1.04

2.04

The notes on pages 23 to 59 are an integral part of these consolidated ﬁnancial statements.
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Other comprehensive income 01.01 - 31.12
Amounts in NOK million

Proﬁt/(loss) for the year

2018

2017

278

542

Items that may be reclassiﬁed to proﬁt or loss in subsequent periods:
Cash ﬂow hedges, net of tax
- Fair value adjustment recognised in equity

1

- Reclassiﬁed to proﬁt or loss

0

0

Translation differences - equity-accounted investees (no tax impact)

0

(0)

Translation differences - foreign operations (no tax impact)
Reclassiﬁcation of translation differences on discontinued operations and international branches
Items that may be reclassiﬁed to proﬁt or loss in subsequent periods

(1)

2

(1)

(3)

(8)

0

(10)

Items not to be reclassiﬁed to proﬁt or loss in subsequent periods:
Actuarial gains/(losses) on deﬁned beneﬁt pension plans, pre tax
Actuarial gains/(losses) on deﬁned beneﬁt pension plans, tax effect

(19)
3

(25)
5

Actuarial gains/(losses) on deﬁned beneﬁt pension plans, net of tax

(16)

(20)

Items not to be reclassiﬁed to proﬁt or loss in subsequent periods

(16)

(20)

Total other comprehensive income for the year, net of tax

(16)

Total comprehensive income for the year

262

513

(29)

262

513

Total comprehensive income attributable to:
Equity holders of the parent company
The notes on pages 23 to 59 are an integral part of these consolidated ﬁnancial statements.
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Balance sheet as of 31 December
Amounts in NOK million

2018

Note

2017

Assets

Amounts in NOK million

Note

2018

2017

Equity and liabilities

Non-current assets

Equity

Property, plant and equipment

10

967

800

Share capital

Intangible assets

11

710

649

Share premium

Investments in associated companies and jointly
controlled entities

24

69

17

Other non-current assets

7

7

Total non-current assets

1 753

1 474

Retained earnings
Other reserves

91

91

729

729

2 710

2 431

(91)

Total equity

9, 14

(75)

3 439

3 176

218

198

Non-current liabilities
Current assets

Employee beneﬁts obligations

Current tax assets
Trade and other receivables

-

6

12

947

1 436

3

15

Other long term liabilities
Deferred tax liabilities

8

10

6

265

225

494

430

148

427

88

Fair value embedded derivatives

21

28

7

Cash and cash equivalents

13

3 165

2 812

Retained assets of business sold

26

0

0

Provisions

18

233

Total current assets

4 567

4 350

Fair value embedded derivatives

21

14

1

Total assets

6 320

5 823

Trade and other payables

19

1 761

1 598

343

433

Contract assets

Total non-current liabilities
Current liabilities

Contract liabilities

3

35

37

Total current liabilities

2 386

2 218

Total liabilities

2 880

2 647

Total liabilities and equity

6 320

5 823

Retained liabilities of business sold

26

The notes on pages 23 to 59 are an integral part of these consolidated ﬁnancial statements.
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Equity 01.01 – 31.12
Amounts in NOK million

Equity as of 31 December 2016

Number of
shares

Share
capital

Share
premium

Retained
earnings

Hedge
reserve

Currency
translation reserve

269 000 000

91

729

1 881

1

2

Pension
reserve
(49)
-

Total equity
2 656

Proﬁt/(loss) for the period

-

-

542

-

-

Other comprehensive income

-

-

-

(1)

(9)

(20)

542
(29)

Total comprehensive income

-

-

542

(1)

(9)

(20)

513

Treasury shares

-

-

9

-

-

-

9

Employee share purchase programme

-

-

(2)

-

-

-

(2)

91

729

2 431

(0)

(6)

Equity as of 31 December 2017

269 000 000

(69)
-

3 176

Proﬁt/(loss) for the period

-

-

278

-

-

Other comprehensive income

-

-

-

1

(1)

(16)

278
(16)

Total comprehensive income

-

-

278

1

(1)

(16)

262

Treasury shares

-

-

3

-

-

-

3

Employee share purchase programme

-

-

(2)

-

-

-

(2)

91

729

1

(7)

Equity as of 31 December 2018

269 000 000

The notes on pages 23 to 59 are an integral part of these consolidated ﬁnancial statements.

2 710

(85)

3 439
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Cash ﬂows 01.01 - 31.12
Amounts in NOK million

Note

2018

2017

278

542

186

Cash ﬂow from operating activities
Proﬁt/(loss) for the period
Adjusted for:
Income tax expense

8

60

Net ﬁnancial items

7

(11)

Depreciation, amortisation and impairment

10, 11

(3)

Difference between pension premiums paid and pension expense, deﬁned beneﬁt schemes1
Difference between income and dividends received from equity accounted investees

110

24

(54)

(Gains)/losses on sale of ﬁxed assets

(6)

Interest income received

27

(4)
106
(21)
17
(1)
21

Income taxes paid

(10)

Changes in other net operating assets

329

(895)

(65)

Net cash from operating activities

719

(113)

Cash ﬂow from investing activities
Investment in property, plant and equipment and intangible assets

10, 11

Other cash ﬂow from investing activities
Net cash from investing activities

(334)

(91)

(1)

(2)

(335)

(93)

(17)

(16)

Cash ﬂow from ﬁnancing activities
Interest expense and fees paid
Treasury shares

(8)

Employee share purchase programme

(4)

(11)

(29)

(27)

Net cash from ﬁnancing activities
Effect of exchange rate changes on cash and bank equivalents

(4)

Net increase/(decrease) in cash and bank equivalents

352

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

13

(1)
(234)

2 812

3 047

3 165

2 812

1 Difference between pension premiums paid and pension expense, deﬁned beneﬁt schemes for 2017 has been restated and effect offset against changes in other net operating assets.
Refer to Note 15 for pension.

The notes on pages 23 to 59 are an integral part of these consolidated ﬁnancial statements.
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Notes to the annual consolidated ﬁnancial statements
General information
Note 1

Company information

Kværner ASA (the company) and its subsidiaries (together Kvaerner or the group) is a specialised
provider of engineering, procurement and construction services for offshore platforms and
onshore plants. Kværner ASA is listed on the Oslo Stock Exchange under the ticker KVAER.
Kværner ASA’s registered ofﬁce address is Oksenøyveien 10, 1366 Lysaker, Norway.

Note 2

Basis of preparation

Statement of compliance
These consolidated ﬁnancial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union, relevant interpretations
and additional requirements following the Norwegian Accounting Act as of 31 December 2018.
The consolidated ﬁnancial statements were approved by the Board of Directors and President &
CEO as shown on the dated and signed balance sheet.
The consolidated ﬁnancial statements will be approved by the Annual General Meeting on
28 March 2019.
Basis of measurement
The consolidated ﬁnancial statements are prepared on the historical cost basis, except for
derivative ﬁnancial instruments and deﬁned beneﬁt pension plan assets and liabilities which are
measured at fair value.
Functional and presentation currency
The consolidated ﬁnancial statements are presented in Norwegian kroner (NOK), which is Kværner
ASA’s functional currency.
All ﬁnancial information presented in NOK has been rounded to the nearest million, except where
otherwise indicated. As a result of rounding differences, numbers or percentages may not add up
to the total.

Alternative Performance Measures
Kvaerner discloses alternative performance measures in addition to those normally required by
IFRS. The group’s key measure of ﬁnancial performance is adjusted EBITDA. Adjusted EBITDA
excludes the impact of embedded foreign currency derivatives reported in jointly controlled
entities closely related to Kvaerner’s operating activities. See Note 4 for adjusted EBITDA
performance. EBITDA deﬁnition: earnings before interest (net ﬁnancial items), taxes, depreciation,
amortisation and impairment.
Financial reporting principles
The relevant ﬁnancial reporting principles are described in the relevant note to the consolidated
statements. In the section below, principles applicable to several notes and/or the overall ﬁnancial
statements are detailed. This is the ﬁrst set of annual ﬁnancial statements in which IFRS 15
Revenue from contracts with customers and IFRS 9 Financial instruments have been applied. The
effects of the transition to IFRS 15 are described in Note 3. The impact of IFRS 9 has been limited
and is described in the below.
IFRS 9 Financial Instruments
The group has adopted IFRS 9 as from 1 January 2018. The implementation resulted in changes to
the accounting policies, but no adjustments to the consolidated ﬁnancial statements.
Classiﬁcation of ﬁnancial assets and ﬁnancial liabilities
IFRS 9 contains three principal classiﬁcation categories for ﬁnancial assets; measured at amortised
cost, Fair Value through Other Comprehensive Income (FVOCI) and Fair value through Proﬁt or
Loss (FVPL). The classiﬁcation of ﬁnancial assets under IFRS 9 is generally based on the business
model in which a ﬁnancial asset is managed and its contractual cash ﬂow characteristics. The
adoption of IFRS 9 has not had a signiﬁcant effect on the group’s accounting for ﬁnancial
liabilities.
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eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of
impairment.

The below table summarises reclassiﬁcations of ﬁnancial instruments on adoption of IFRS 9:
Measurement category
Previous
New
(IAS 39)
(IFRS 9)
Other investments

Available for sale

FVOCI

Non-current ﬁnancial assets
Trade and other receivables

Loans and receivables Amortised cost

Derivatives

Fair value - hedging

Cash and cash equivalents

Loans and receivables Amortised cost

Fair value - hedging

Current ﬁnancial assets
Derivatives

Fair value - hedging

Fair value - hedging

Trade and other payables

Other ﬁnancial
liabilities

Other ﬁnancial
liabilities

Current ﬁnancial liabilties

24

Carrying amount
Previous
New
(IAS 39)
(IFRS 9)
7

7

7

7

888

888

14

14

2 812

2 812

3 714

3 714

15

15

425

425

440

440

The reclassiﬁcations of ﬁnancial instruments on adoption of IFRS 9 did not result in any changes
to their measurement.
Impairment of ﬁnancial assets
Other than trade receivables and contract assets, the group has limited ﬁnancial assets subject to
IFRS 9’s new expected credit loss model (ECL). For trade receivables, the group applies a simpliﬁed
approach to provide for expected credit losses as prescribed by IFRS 9. The new model did not
result in any changes to allowance for doubtful receivables as at 1 January 2018.
Hedge accounting
The group’s existing risk management strategies and hedge documentation are aligned with
the requirements of IFRS 9. Implementation of the new standard has not resulted in any hedge
accounting impacts on transition date.
All other ﬁnancial reporting principles have been applied consistently to all periods presented in
these consolidated ﬁnancial statements.
Consolidation
The consolidated ﬁnancial statements of Kværner ASA incorporate the ﬁnancial statements of the
company and its subsidiaries, and the group’s interests in associates and joint arrangements.
Transactions eliminated in consolidation
Intra-group balances and transactions, and any unrealised gains and losses or income and
expenses arising from intra-group transactions, are eliminated when preparing the consolidated
ﬁnancial statements. Unrealised gains arising from transactions with associates and joint
ventures are eliminated to the extent of the group’s interest in the entity. Unrealised losses are

Foreign currency
Foreign currency transactions and balances
Transactions in foreign currencies are translated to the respective functional currencies of the
group entities at the exchange rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are retranslated to the functional
currency at the exchange rate on that date. Non-monetary assets and liabilities measured at
historical cost in a foreign currency are translated using the exchange rate on the date of the
transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are translated according to the functional currency at the exchange rates on the date
the fair value was determined.
Foreign operations
Items included in the ﬁnancial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates. The results and
ﬁnancial position of all group entities that have a functional currency different from the group’s
presentation currency are translated to the group’s presentation currency of NOK as follows:

>
>

Assets and liabilities, including goodwill and applicable consolidation adjustments, for each
balance sheet presented, are translated at the closing rate on the date of that balance sheet
Income and expenses for each income statement are translated at the average exchange rates
for the year, calculated on the basis of 12 monthly rates

Foreign exchange differences arising from this translation are recognised in other comprehensive
income, and presented as a separate component in equity.
Exchange differences arising from the translation of the net investment in foreign operations are
included in other comprehensive income as a translation reserve. These translation differences are
reclassiﬁed to the income statement upon disposal or liquidation of the related operations.
Exchange differences arising from non-current monetary receivable or payable by a foreign
operation where settlement is neither planned nor likely in the foreseeable future, forms part
of the net investment in that entity and are recognised in other comprehensive income. These
translation differences are reclassiﬁed to the income statement upon disposal of the related
operations or when settlement of the receivable or payable is planned or is considered likely to
happen in the foreseeable future.
Accounting estimates and judgments
The preparation of these consolidated ﬁnancial statements requires management to make
judgments, estimates and assumptions that affect the group’s reported revenues, expenses,
assets and liabilities. Given the size and complexity of Kvaerner’s projects, the ﬁnancial
results could be materially impacted for any differences between current estimates and actual
outcomes. Estimation uncertainties result primarily from the outcome of arbitration processes
and ﬁnal project results impacted by costs to complete, incentives etc. Estimates and underlying
assumptions are continuously reviewed, based on historical experiences and expectations of
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future events. Revisions to accounting estimates are recognised in the period in which the
estimates are revised and in any future periods affected. Relevant accounting estimates and
judgments are described in the respective note to the consolidated ﬁnancial statements.
New ﬁnancial reporting standards
A number of new standards, amendments to standards and interpretations have been published,
but are not yet effective and have not been applied in preparing these consolidated ﬁnancial
statements.
The most relevant changes for Kvaerner are:
IFRS 16 Leases
The new standard, effective for annual reporting periods beginning from 1 January 2019, replaces
the existing requirements of IAS 17 Leases. The new standard will signiﬁcantly change how the
group accounts for its leased assets (principally ofﬁces and certain operational facilities), as IFRS
16 introduces a single on-balance sheet accounting model for lessees that has some similarities
to the current accounting for ﬁnancial leases. Only leases for items of low value and short term
leases may be exempt from on-balance sheet recognition based on available practical expedients.
The group will apply these practical expedients. There will be no impact of IFRS 16 on loan
covenants as these are based on accounting standards that were effective at the time when the
agreement was entered into (8 July 2015).
Kvaerner has elected to apply the modiﬁed retrospective approach (with practical expedients)
at the date of initial application; 1 January 2019, with no restatement of comparable periods.
The group will measure right-of-use assets at an amount equal to the liability, adjusted for
any prepaid or accrued lease payments and not choose the option to measure right-of-use
assets retrospectively. There will be no impact on equity as at 1 January 2019 as a result of
implementing IFRS 16.
The following available practical expedients will be applied on transition to IFRS 16:
Onerous lease assessment; rely on assessment of whether leases are onerous applying IAS 37
on 31 December 2018 as an alternative to performing an impairment review of right-of-use
assets for all its leases on 1 January 2019. Kvaerner will reduce the right-of-use assets at
1 January 2019 by the NOK 33 million of onerous lease provisions recognised in liabilities in
the balance sheet at 31 December 2018.
Apply the short term lease practical expedient to leases ending within 2019.
Exclude initial direct costs from measurement of right-of-use assets at the date of initial
application..
Use hindsight where permitted by IFRS 16, such as in determining lease term
(use of option periods).

>
>
>
>

Impacts on ﬁnancial statements
On transition to IFRS 16, the group will recognise NOK 248 million of right-of-use assets and NOK
283 million of lease liabilities. Right-of-use assets have been adjusted by the amounts of onerous
lease provisions and provisions for required ofﬁce upgrades. When measuring the lease liabilities,
Kvaerner discounted lease payments using its incremental borrowing rate at 1 January 2019,
adjusted for currency and length of lease terms. The weighted-average rate applied is 5 percent.
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Amounts in NOK million
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1 January 2019

Operating lease commitment at 31 December 2018 as disclosed in the group's
consolidated ﬁnancial statements

424

Discounted using the incremental borrowing rate at 1 January 2019

372

Recognition exemptions for:
- Short term leases

(35)

- Leases of low-value assets

(57)

Extension and termination options reasonably certain to be exercised
Lease liabilities recognised at 1 January 2019

4
283

Based on leases at transition date the following effects of IFRS 16 are expected for 2019:
Earnings before interest, taxes, depreciation and amortisation (EBITDA) will increase by
approximately NOK 58 million, as lease payments will be presented as depreciation and
ﬁnance cost rather than operating expense
Interest expense will increase by approximately NOK 13 million
Depreciation will increase by approximately NOK 47 million
Cash ﬂow from operating activities will increase and cash ﬂow from ﬁnancing activities will
decrease by approximately NOK 58 million as the interest portion paid for the lease liability
and the principle portion of the lease payments will be presented within ﬁnancing activities.
Payments for short term leases, payments for leases of low-value assets and variable lease
payments, not included in the measurement of lease liabilities, will be presented within
operating activities

>
>
>
>

Refer to Note 16 for more information regarding Kvaerner’s lease contracts.

Note 3

Revenue and contract balances (IFRS 15)

Financial reporting principles
IFRS 15 Revenue from contracts with customers was adopted on 1 January 2018. The new
standard replaced IAS 11 Construction contracts, IAS 18 Revenue and related interpretations.
Kvaerner has applied a modiﬁed retrospective implementation method and the information for
2017 has accordingly not been restated. For presentation purposes, amounts related to contract
assets and liabilities have been reclassiﬁed in the 2017 balance sheet. Upon transition to the new
standard, there were immaterial impacts on equity.
IFRS 15 introduces a new ﬁve step model that applies to all customer contracts. The deliveries in
contracts are reviewed to identify if there are distinct performance obligations. As Kvaerner’s EPC
contracts normally represent a single, combined output for the customers, contracts will ordinarily
contain one performance obligation. For the majority of performance obligations/contracts,
control has been assessed to be transferred to the customer over time as the performance
obligation is satisﬁed. Revenue is recognised over time using a cost progress method, best
reﬂecting the pattern of transfer of control of goods and services to the customer.
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Variation orders are included in the transaction price when they have been approved, either
verbally, in writing or implied by customary business practice. Variable considerations, such as
incentive payments, are included in the transaction price when they are highly probable to be
realised. Potential liquidated damages (LD) are recognised as a reduction of the transaction price
unless it is highly probable that they will not be incurred. Proﬁt on projects is not recognised until
the outcome of the performance obligations can be measured reliably. Contract costs are expensed
as incurred. The full loss is recognised immediately if contracts are forecast to be loss making.
The group’s revenue is mainly derived from contracts with customers. The disaggregation of
revenue is disclosed in Note 4, based on the following categories:
Construction contracts
Revenues from contracts with customers to provide engineering, procurement and construction
services (EPC-contracts) for offshore installations or onshore plants and decommissioning which
have no alternative use for the group. It has been assessed that these contracts ordinarily will be
one performance obligation and that revenue will be recognised over time using a cost progress
method. The cost progress method is based on the proportion of costs incurred to date compared
to the estimated total contract costs. Time and material are normally invoiced on a monthly basis
in accordance with progress and/or in line with achieved milestones, also representing progress.
Payment terms on invoiced amounts are normally 30 days. Some EPC contracts include lease
revenue, though these amounts are insigniﬁcant in context of the contract and are therefore
included in Construction revenue.
Services revenue
Revenue from contracts with customers for other services is recognised over time using a cost
progress method, or is recognised over time as man-hours and materials are delivered to the
customer. Payment terms are on average around 45 days after time and materials are delivered.
Hook-up contracts will normally be included within this category of revenue.
Revenue/share of result from joint ventures
On segment level, revenue and results from associated companies and jointly controlled
operations closely related to the group’s operating activities are presented gross. At group level,
the net share of result from joint ventures is presented in line with the equity method as part of
operating revenue and other income.
Other revenue
Other revenue relates to FEEDs, studies, sale of man hours and other projects.
Lease revenue
Sublease arrangement for ofﬁces.
Accounting estimates and judgments
Contract accounting estimates
The majority of the group’s revenues and proﬁts are derived from long-term construction
contracts which often have duration of up to four years from award date. These contracts
typically comprise integrated engineering, procurement, construction and integration activities,
often with the use of subcontractors, and give rise to complex technical and execution risks as
they are highly customised to customer requirements. Contracts may be lump sum, reimbursable,
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target cost or a combination thereof, and often include incentive payments based on key
performance indicators (KPIs) and meeting key milestones, in particular towards the end of
the projects. KPIs can be related to schedule, cost targets, HSSE measures and others of which
some are objective, subject to interpretation or at the discretion of customers, and can include
reductions for penalty clauses for late delivery (liquidated damages). The scope of work to be
performed by the group may also change over time and can be subject to variations and claims
with both the customer and subcontractors which impact various factors including compensation,
costs, and contractual delivery dates.
Following the above, estimates are inherent in the group’s accounting for long-term construction
contracts and judgments are required to:
Determine the forecast revenues and proﬁt margin on each contract based on:
− Estimates of contract revenues including variable revenues which may be dependent upon
future performance; and
− Forecasts of contract costs at completion including risk contingencies for uncertain costs to
complete
Assess the stage of completion of the contract, which determines the revenues, costs and
margins to be recognised based on the project forecast. Progress measurement based on costs
has an inherent risk related to the cost estimate and the estimation uncertainty during the
early stages of a contract is mitigated by not recognising revenue in excess of costs on large
projects before project forecast is considered reliable, normally around 20 percent completion
Appropriately provide for any loss-making contracts

>
>
>

Even though management has extensive experience in assessing project revenue, cost and margin,
uncertainties exist.
Cost to complete depends on productivity factors and the cost of inputs. Weather conditions,
performance of subcontractors and others with an impact on schedules, commodity prices and
currency rates can all affect cost estimates. Experience, systematic use of the project execution
model and focus on core competencies reduces, but do not eliminate the risk that estimates may
change signiﬁcantly. A risk contingency is included in project cost based on the risk register that
is prepared for every project and is updated throughout the project as the need for contingencies
lapses or new risks are identiﬁed.
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Contract balances

The details of the new accounting policies and changes from previous accounting policies for the
group’s signiﬁcant sources of revenue are set out below:
2018

Amounts in NOK million

Contract assets (unbilled revenue)

427

Contract liabilities (advances from customers and deferred revenue)

(343)

20171
88
(433)

1 Amounts reclassiﬁed from 2017 accounts, refer to Note 12 and Note 19 in 2017 accounts

Type of revenue/
contracts

Nature of performance
obligations

Construction contracts/
revenue

Construction contracts
mainly consist of
contracts for offshore
installations, onshore
plants for upstream oil
and gas production and
decommissioning, with
no alternative use for
the group. It has been
assessed that these
contracts ordinarily will
be one performance
obligation and that
revenue will be recognised
over time.

Under IFRS 15, revenue from construction
contract performance obligations is
recognised in accordance with the measure
of progress. Kvaerner will continue to
apply cost progress as the progress
measure; based primarily on contract costs
incurred to date compared to estimated
total contract costs.

Revenue is recognised
over time as services are
provided.

Revenue from service contracts are
recognised in the period in which the
services are rendered or by using the
cost progress method. IFRS 15 did not
have a signiﬁcant impact on the group’s
accounting policies related to service
revenues.

Contract assets relate to consideration for work done, but yet not invoiced at reporting date
(revenue accruals). Contract assets are presented as receivables when the right to payment
becomes unconditional, i.e. when invoices are issued to customer. Contract liabilities relate to
advances from customers for work not yet performed. Movements in contract assets and liabilities
relate to project portfolio and phasing of projects.
Revenue recognised in 2018 for performance obligations satisﬁed or partially satisﬁed in prior
years was NOK 99 million. This amount includes revenue recognised in 2018 for projects that did
not report margin in earlier periods as the project forecast was not considered reliable, in addition
to changes in estimates of variable revenue.
Largest projects in progress at year-end and backlog phasing
Project

27

Customer

Estimated
delivery

Field Development segment:
Aasta Hansteen completion assistance

Equinor/TechnipFMC

Johan Sverdrup utility and living quarter topside

Equinor

2019
2019

Valhall Flank West

Aker BP

2019

Johan Sverdrup riser platform HUC

Equinor

2019

Njord A Future

Equinor

2020

Nord Stream 2 onshore facility

Nord Stream 2

2020

Johan Sverdrup phase 2 process platform jacket

Equinor

2021

West White Rose engineering and marine operations

Husky Energy

2021

Johan Castberg FPSO

Equinor

2022

Johan Sverdrup riser platform modiﬁcation

Equinor

2022

At year-end 2018, order backlog, including Kvaerner’s scope of work of jointly controlled entities,
amounted to NOK 10 625 million. Estimated scheduling of the order backlog is approximately 63
percent for execution in 2019 and approximately 37 percent for execution in 2020 and later.
Effect of transition to IFRS 15
Upon transition to the new standard, there were no signiﬁcant transition impacts on equity as of
1 January 2018.

Service contracts/
revenue

Nature of change in accounting policy

Variable consideration (such as bonuses
and incentives) and changes of scope (such
as variation orders and amendments)
generally have a higher threshold for
revenue recognition under IFRS 15 than
under IAS 11, whilst liquidated damages
and penalties generally have a lower
threshold for recognition. However,
Kvaerner was previously relatively
prudent in its approach to including these
items in contract forecasts under IAS
11, and so these changes have not had
signiﬁcant impact on the recognition of
variable consideration.

Further, following implementation of the new standard, warranty provisions related to on-going
projects are now presented within the balance sheet line Provisions, previously included within
Trade and other payables. Amount in question at year-end 2018 is NOK 30 million.
If the requirements of IAS 11/18 had been applied to the 2018 ﬁnancial statements, revenue and
proﬁt before tax would have been NOK 11 million higher due to the higher threshold for including
revenue from variable consideration under IFRS 15.
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Note 4

Operating segments

Kvaerner does not have any remaining operations in the US within the Downstream & Industrials
segment, and remaining legacies within the segment are presented as discontinued operations
in the group’s ﬁnancial statements. Consequently, Kvaerner continues to have one reportable
segment; Field Development.
Kvaerner has a matrix based organisational model, with operational areas and resource centres,
where the projects are the main focus. The Field Development segment includes the following
operational areas: Process Solutions delivering topsides, ﬂoaters and onshore upstream facilities;
Structural Solutions delivering large steel jackets for oil and gas installations; Concrete and New
Solutions delivering concrete substructures, performing hook-up, decommissioning and completion
projects and working with new strategic initiatives.
Financial reporting principles
The accounting principles of the reportable segment are the same as described in this annual
report, except for hedge accounting and accounting for joint ventures. When contract revenues
and contract costs are denominated in a foreign currency, the subsidiaries hedge the exposure
with Kvaerner Treasury. Hedge accounting is applied in segment reporting independently of
whether or not the hedge qualiﬁes for hedge accounting in accordance with IFRS. The Field
Development segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly
controlled entities closely related to Kvaerner’s operating activities while under IFRS, Kvaerner’s
investment is accounted for using the equity method. The correction of the non-qualifying hedges
to ensure that the consolidated ﬁnancial statements are in accordance with IFRS, is made as an
adjustment at Kvaerner’s corporate level. This means that the group’s segment reporting reﬂects
all hedging relationships as if hedge accounting applies even though they may not qualify in
accordance with IFRS. Inter-segment pricing is determined according to arm’s length principles.
Aggregation
The operational areas within the Field Development segment may meet the deﬁnition of an
operating segment but have been aggregated based upon criteria in IFRS. Aggregation of the
operating segments are considered to be consistent with the core principle of IFRS 8, as the
projects within all operational areas are engineering, procurement and construction services
relating to the construction of onshore and offshore facilities to be used in the upstream oil and
gas industry. The operating segments are considered to have similar economic characteristics.
Demand for the products and services in all the operational areas are driven by the oil price.
The gross margin and proﬁt/loss in a given year is not necessarily similar. There are few
projects within each operational area and the gross margin and proﬁt/loss in a given year may
be inﬂuenced by speciﬁc circumstances in one project. However, the long term gross margin is
expected to be similar over the long term and into the future.
Cash ﬂows and capex are also similar, as well as the use of EPC contracts. Customer contracts for
the operational areas are typically a combination of reimbursable elements, lump sum elements,
incentives and penalties. The operational areas are considered similar in the respects of nature
of product/service, nature of production processes, the type of customer, distribution method
and regulatory environment. All operational areas execute large and complex EPC projects. The
different operational area products are to some extent substitute solutions, for example both
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jackets and concrete gravity based structures (GBS) are substructures for offshore platforms.
Projects within all operational areas typically construct the equipment on-shore, either on a yard
or at site. The majority of Kvaerner employees can be used for projects within all areas, as skills
and knowledge needed is similar in the projects within the different areas. The main customers
for all projects are the large, international oil companies.
Measurement of segment performance
Performance is measured by segment earnings before interest (net ﬁnancial items), taxes,
depreciation, amortisation and impairment (EBITDA) and earnings before interest (net ﬁnancial
items) and taxes (EBIT), as included in the internal management reports. The Field Development
segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly controlled
entities closely related to Kvaerner’s operating activities. Segment proﬁt, together with key
ﬁnancial information as presented below, gives management relevant information in evaluating
the results of the operating segment and is relevant in evaluating the results of the segment
relative to other entities operating within the industry. The President & CEO will normally not
review ﬁnancial items or total liabilities on segment level.
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2018 Operating segments
Field
Development

Other/
Eliminations

Total

Construction contracts

4 811

-

4 811

Current operating liabilities

Services revenue

1 272

-

1 272

Non-current operating liabilities

Amounts in NOK million

Note

Operating revenue and other income

Amounts in NOK million

Note

Field
Development

Other/
Eliminations

Total

2 313

38

2 351

218

10

229

2 531

49

2 580

Liabilities

Revenue/share of result from joint ventures
Other revenue
Revenue from contracts with customers

898

(706)

267

658

7 248

Lease revenue

-

(48)

Operating liabilities

925

Tax-related liabilities

7 200

14

14
6

Gain on sale of assets

6

-

Inter-segment revenue

0

(0)

Total operating revenue and other income

192

-

7 253

(34)

7 220

487

(51)

437

266

Retained liabilities of business sold

35

Total liabilities

2 880

Net current operating assets

(885)

(64)

(949)

Cash ﬂow
EBITDA
Depreciation and amortisation

(110)

-

(110)

Cash ﬂow from operating activities

EBIT

377

(51)

327

Investment in property, plant and
equipment and intangible assets

EBITDA

487

(51)

437

Order intake (unaudited)

-

(9)

487

(60)

10, 11

Adjustment for equity accounted investees1
Adjusted EBITDA

(9)
427

Current operating assets

1 428

(26)

1 402

Non-current operating assets

1 677

(0)

1 677

Operating assets

3 105

(26)

3 079

Investments in other companies
Cash and cash equivalents
Retained assets of business sold
Total assets

Own employees (unaudited)

151

719

334

-

334

9 827

-

9 827

10 625

-

10 625

2 698

29

2 727

1 Impact of embedded derivatives reported in jointly controlled entities closely related to Kvaerner’s operating activities

Assets

Investments in associates and jointly controlled entities

Order backlog

10, 11

569

69
7
3 165
0
6 320
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2017 Operating segments
Amounts in NOK million

Note

Field
Development

Other/
Eliminations

Total

4 812

-

4 812

425

-

425

Non-current operating liabilities

167

Operating liabilities

Operating revenue and other income

Amounts in NOK million

Note

Services revenue
Revenue/share of result from joint ventures

2 055

Other revenue

306

External operating revenue
Inter-segment revenue
Total operating revenue and other income

(1 888)
825

Current operating liabileties

1 132

Tax-related liabilities

7 598

(1 062)

6 536

Retained liabilities of business sold

27

(27)

-

7 625

(1 089)

6 536

846

(48)

799

2 548
198
2 746

10, 11
11

(106)
-

-

(106)
693

EBITDA

846

(48)

799

-

(12)

(12)

Order intake (unaudited)

846

(60)

786

Order backlog
Own employees (unaudited)

Assets
Current operating assets

1 632

(101)

1 531

Non-current operating assets

1 466

(16)

1 450

Operating assets

3 098

(117)

2 981

Tax-related assets
Investments in associates and jointly controlled entities
Cash and cash equivalents
Retained assets of business sold
Total assets

6
17
7
2 812
0
5 823

(361)

2 180
204
2 385
37
2 647

(915)

Cash ﬂow from operating activities

(48)

Adjustment for equity accounted investees1

6

266

(650)

(141)

(113)

Cash ﬂow

741

Adjusted EBITDA

(367)

Total liabilities

EBIT

Investments in other companies

Total

225

Net current operating assets
EBITDA
Depreciation and amortisation

Other/
Eliminations

Liabilities

Construction contracts

Goodwill impairment

Field
Development

Investment in property, plant and
equipment and intangible assets

28
10, 11

91

-

91

9 215

-

9 215

8 077

-

8 077

2 636

29

2 665

1 Impact of embedded derivatives reported in jointly controlled entities closely related to Kvaerner’s operating activities
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Major customers
For the group, revenue and other income from the three largest customers represented NOK 6.6
billion, or 91 percent, of total revenue of NOK 7.2 billion (2017: NOK 6.1 billion and 93 percent).
Of this, one customer represented 81 percent (2017: 59 percent), the second represented 8
percent (2017: 32 percent) and the third represented 3 percent (2017: 2 percent) of the total
revenue of the Kvaerner group.

Note 5

For the Field Development segment, revenue and other income from the three largest customers
represented NOK 6.7 billion, or 93 percent, of the segment’s total revenue of NOK 7.3 billion
(2017: NOK 7.1 billion and 93 percent). Of this, one customer represented 82 percent (2017: 57
percent), the second represented 8 percent (2017: 27 percent) and the third represented 3 percent
(2017: 9 percent) of the total revenue of the Field Development segment.

Under the variable pay programmes some executives are entitled to a matching element paid in
Kvaerner shares after three years. The monetary amount earned is converted into a number of
shares based on the market value of the shares on 30 April the year after the grant date of the
programme. Expected future dividends over the vesting period are considered when determining
the grant date fair value per share. The grant date fair value of the shares is expensed over the
vesting period until the shares are allocated. The shares are allocated to the executive conditional
upon continued employment. The executive does not receive any dividends until the shares are
allocated.

Geographical information
Geographical segment revenue is based on the geographical location of customers’ operations.
Non-current segment assets are based on geographical location of the assets.

Employee beneﬁt expenses

Financial reporting principles
Employee beneﬁts comprise all types of remuneration to personnel employed by the group and
are expensed as the related service is provided. A liability is recognised for the amount expected
to be paid as a result of past service provided by the employee.

Employee beneﬁt expenses
Total revenue
and other income
Amounts in NOK million

2018

2017

Non-current
segment assets
2018

Amounts in NOK million

2017

Note

Salaries and wages including holiday allowance
Social security tax/national insurance contribution

Norway

6 698

6 291

1 674

1 465

Europe

432

67

1

1

Other employee costs

Canada

78

146

2

-

Salaries, wages and social security costs

Rest of the world
Total

13

32

0

0

7 220

6 536

1 677

1 466

Pension costs including social security tax

15

2018

2017

1 779

1 802

260

256

156

149

65

74

2 260

2 282

Guidelines for remuneration to the President & CEO and the executive management of Kvaerner
The main purpose of the executive remuneration programmes is to encourage a strong and
sustainable performance-based culture, which supports growth in shareholder value. The total
remuneration to executives consists of a base salary, standard beneﬁts and participation in the
company’s executive variable pay programme.
General
The company practices standard employment contracts and standard terms and conditions
regarding notice period and severance pay for the President & CEO and executive management.
Beneﬁts
The President & CEO and the members of the executive management team participate in a
standard employee and management pension scheme, a standard disability pension scheme and a
standard insurance plan applicable to all employees in the company.
Variable pay programme
The company has a deliberate policy of offering limited ﬁxed beneﬁts, and rather securing
market competitiveness by offering participation in an annual executive variable pay programme.
The objective of the programme is to recognise and reward the achievement of ﬁnancial and

ANNUAL ACCOUNTS – KVAERNER GROUP

operational results as well as personal performance. The earnings under the programme are
dependent on annual achievement of ﬁnancial targets, the company’s key performance indicators
and personal performance rating.
Executive management and some senior managers are entitled to a matching element under the
programme paid in Kvaerner shares after three years. In 2018 the company awarded 239 363
shares under the 2017 programme which will be delivered to executive management in 2020, if
still employed. Expected dividends per annum at grant date has been reﬂected in determining the
grant date fair value per share of NOK 16.65. The total expense in 2018 related to the matching
element was NOK 3.0 million (NOK 3.2 million in 2017) for executive management.
Employee share purchase programmes
In 2018 a share purchase programme was offered to all Norwegian employees. A total of
1 032 973 Kværner ASA shares were distributed to the employees in December 2018 at a price
of NOK 12.04 per share. A share purchase programme was also offered in 2017.
Share options programme
The company does not offer share options programmes to any managers or employees or other
share based payment compensation programmes, except for the share based variable pay
programme described above.
Severance pay
Severance pay is applicable in case there is a mutual understanding between the company and
the executive or some senior managers that the employment shall be terminated or the company
requests the resignation of the executive management and senior managers out of concern for
the affairs of Kvaerner. If so, they would be entitled to severance pay corresponding to three or
six month’s regular ﬁxed salary. Severance pay does not include holiday allowance or pension
entitlements.
Kvaerner has no outstanding loans or guarantees to any employees, managers or Directors.
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Remuneration to members of the executive management team
2018
Base salary¹

Amounts in NOK

Variable pay²

Other beneﬁts³

Pension beneﬁts4

Total remuneration

Jan Arve Haugan

01.01.2018 - 28.02.2018

1 247 628

-

7 675

15 751

1 271 053

Karl-Petter Løken

07.05.2018 - 31.12.2018

3 166 640

2 072 000

5 944

61 917

5 306 501

Steinar Røgenes

01.01.2018 - 31.12.2018

2 222 573

1 327 775

14 619

184 341

3 749 307

Sturla Magnus

01.01.2018 - 31.12.2018

2 216 954

1 153 239

656 791

113 236

4 140 220

Elly Bjerknes

01.01.2018 - 31.12.2018

2 224 454

1 323 811

12 149

187 370

3 747 784

Hans Petter Mølmen

01.01.2018 - 31.12.2018

2 125 846

1 209 967

12 958

212 067

3 560 839

Idar Eikrem5

01.01.2018 - 31.12.2018

2 991 708

2 208 048

10 521

116 364

5 326 641

Arnt Knudsen

01.01.2018 - 31.12.2018

2 123 342

1 288 791

17 520

424 698

3 854 352

Ellen Grete Andersen

01.01.2018 - 31.12.2018

2 066 192

1 183 294

12 173

294 204

3 555 864

Henrik Inadomi

01.01.2018 - 31.12.2018

2 116 735

1 412 811

11 973

111 621

3 653 141

22 502 073

13 179 736

762 324

1 721 568

38 165 701

1
2
3
4
5

Base salary represents salary expensed while holding an executive position, and includes holiday pay
Variable pay reported is based on expensed cost, while holding an executive position, rather than paid beneﬁts, and includes holiday pay
Other beneﬁts include telephone, insurance agreements, housing allowance etc.
Pension beneﬁts include the standard employee and management pension scheme and a disability pension scheme
Acting President & CEO for the period 1 March 2018 until 6 May 2018
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2017
Base salary¹

Amounts in NOK

Variable pay²

Other beneﬁts³

Pension beneﬁts4

Total remuneration

Jan Arve Haugan

01.01.2017 - 31.12.2017

4 466 437

4 406 515

13 619

94 733

8 981 304

Steinar Røgenes

01.01.2017 - 31.12.2017

2 222 572

1 657 528

15 900

168 727

4 064 727

Sturla Magnus

01.03.2017 - 31.12.2017

1 808 154

1 131 566

61 612

85 195

3 086 527

Elly Bjerknes

01.01.2017 - 31.12.2017

2 171 077

1 514 370

17 345

201 586

3 904 378

Hans Petter Mølmen

01.01.2017 - 31.12.2017

2 069 846

1 458 824

17 835

154 646

3 701 151

Idar Eikrem

01.01.2017 - 31.12.2017

2 429 538

1 668 329

10 429

151 021

4 259 318

Arnt Knudsen

01.01.2017 - 31.12.2017

2 123 342

1 632 397

23 252

379 042

4 158 033

Ellen Grete Andersen

01.01.2017 - 31.12.2017

1 931 282

1 305 895

18 166

241 104

3 496 447

Henrik Inadomi

01.01.2017 - 31.12.2017

2 116 735

1 728 752

18 757

105 176

3 969 420

Terje Johansen

01.01.2017 - 28.02.2017

280 000

143 394

2 732

21 689

447 814

Knut Johan Malvik

01.01.2017 - 28.02.2017

419 100

255 986

1 732

32 411

709 229

Ole Petter Bjartnes

01.01.2017 - 28.02.2017

354 659

136 258

1 732

15 871

508 520

22 392 744

17 039 813

203 109

1 651 201

41 286 868

1 Base salary represents salary expensed while holding an executive position, and includes holiday pay. For Jan Arve Haugan, base salary reﬂects a 15 percent voluntary reduction for nine months
2 Variable pay reported is based on expensed, rather than paid beneﬁts, and includes holiday pay. For Jan Arve Haugan, NOK 1.2 million is related to 2016 performance. The amount was not accrued for in the 2016 accounts and is therefore expensed in
the 2017 accounts and reﬂected in the variable pay amount for 2017
3 Other beneﬁts include telephone, insurance agreements etc.
4 Pension beneﬁts include the standard employee and management pension scheme and a disability pension scheme
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Remuneration to the Board of Directors

2018

2017
Board fees¹

Amounts in NOK

Audit
Committee fees¹

Remuneration
Committee fees¹

Board fees¹

Audit
Committee fees¹

Remuneration
Committee fees¹

Leif-Arne Langøy

602 000

-

31 500

Tore Torvund2

547 300

-

31 500

Amounts in NOK

Leif-Arne Langøy

615 000

-

33 000

Tore Torvund2 , 4

122 500

-

7 000

Kjell Inge Røkke3

335 000

-

26 000

Kjell Inge Røkke3

328 000

-

-

Thorhild Widvey

335 000

87 500

33 000

Thorhild Widvey

328 000

84 000

31 500

Lone Fønss Schrøder

335 000

165 000

-

Lone Fønss Schrøder

328 000

163 000

-

Jan Arve Haugan5

260 000

-

-

Rune Rafdal4

164 000

84 000

-

Rune Rafdal6

167 500

87 500

-

Ståle Knoff Johansen4

164 000

-

-

Ståle Knoff Johansen6

167 500

-

-

Bernt Harald Kilnes4

164 000

-

-

Bernt Harald Kilnes

167 500

-

-

6

1 Fees listed in the table are earned remuneration for work performed in 2018 related to Board, Audit Committee and
Remuneration Committee meetings based on fees approved by the Annual General Meeting March 2018
2 Directors resident outside Scandinavia are granted additional compensation of NOK 13 000 per physical Board meeting
3 Fees paid directly to company The Resource Group TRG AS
4 The Director Tore Torvund left the Board at Annual General Meeting March 2018
5 Director appointed at Annual General Meeting March 2018
6 Directors appointed by and from employees. Board fees to employee elected Directors are reduced in accordance with
agreement with employee representatives. Employee elected Directors have in addition received ordinary salaries from
the companies in which they are employed

1 Fees listed in the table are earned remuneration for work performed in 2017 related to Board, Audit Committee and
Remuneration Committee meetings based on fees approved by the Annual General Meeting April 2017
2 Directors resident outside Scandinavia are granted additional compensation of NOK 12 700 per physical Board meeting
3 Fees paid directly to company The Resource Group TRG AS
4 Directors appointed by and from employees. Board fees to employee elected Directors are reduced in accordance with
agreement with employee representatives. Employee elected Directors have in addition received ordinary salaries from
the companies in which they are employed

Nomination Committee
The Articles of Association stipulate that the company shall have a Nomination Committee. The
Nomination Committee shall have no less than three members, who shall normally serve for a
term of two years.
The current members of the Nomination Committee are:
Arild S. Frick (Chair), Georg F. Rabl and Walter Qvam. Kvaerner’s General Meeting has adopted
guidelines governing the duties of the Nomination Committee.
Audit Committee
The current members of the Audit Committee are the following three Directors:
Lone Fønss Schrøder (Chair), Thorhild Widvey and Rune Rafdal.
Remuneration Committee
The current members of the Remuneration Committee are the following three Directors:
Leif-Arne Langøy (Chair), Kjell Inge Røkke and Thorhild Widvey.
Fees to members of the Audit and Remuneration committees are subject to approval by the
Annual General Meeting 28 March 2019.
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Directors’ and members of executive management team’s shareholding

Direct shareholding²
Karl-Petter Løken1

President & CEO

Steinar Røgenes

EVP EPCI

Shares entitlement as part of 2017
variable pay programme³

Shares entitlement as part of 2016
variable pay programme³

5 570

-

-

175 091

30 646

29 715

Sturla Magnus

EVP Structural Solutions

32 173

25 885

-

Elly Bjerknes

EVP Process Solutions

79 879

30 708

25 715

Hans Petter Mølmen

EVP Concrete and New Solutions

91 459

29 313

24 835

Idar Eikrem

EVP & CFO

8 881

34 041

52 632

Arnt Knudsen

SVP Business Development

Ellen Grete Andersen

SVP Staff

Henrik Inadomi

SVP Corporate Support

118 657

28 840

28 422

42 519

27 917

19 808

212 087

32 013

31 739

Jan Arve Haugan4

Director

194 843

-

-

Ståle Knoff Johansen

Director

12 872

-

-

Rune Rafdal

Director

6 329

-

-

Bernt Harald Kilnes

Director

28 146

-

-

1 Karl-Petter Løken President & CEO from 7 May 2018
2 The overview includes only direct ownership of Kvaerner shares and does not include:
Chairman Leif-Arne Langøy’s holdings of 44 827 shares through a privately owned company
Director Kjell Inge Røkke’s indirect ownership in Aker ASA through The Resource Group TRG AS and subsidiaries
3 Allocated shares related to 2016 variable pay programme will be transferred in 2019, and allocated shares related to 2017 variable pay programme will be transferred in 2020, if still employed at applicable future dates
4 Jan Arve Haugan and related parties
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Other operating expenses

Note 7

Financial reporting principles
Materials, goods and services costs reﬂect costs that relate directly to the speciﬁc contracts and
costs that are attributable to contract activity. Costs that cannot be allocated to contract activity
are expensed as incurred and are classiﬁed as other operating expenses.
Other operating expenses
2018

2017

22

98

8

19

Hired services and external consultants including audit fees

86

78

Travel expenses

18

17

3

5

Amounts in NOK million

Rental cost for buildings and other ofﬁce and premises cost1
Other operating expenses related to ofﬁce and equipment

Insurance, guarantee and other service cost

4

33

10

23

151

272

Maintenance buildings and equipment

2

Other3
Total

1 Rental cost for buildings and other ofﬁce and premises cost in 2017 of NOK 98 million included Onerous lease provision
of NOK 53 million. In 2018, NOK 12 million of provision has been released
2 Reduced maintenance cost in 2018 due to high activity at the yards and costs allocated directly to speciﬁc projects
3 Other expenses mainly include electricity, gas, tools, welding material and miscellaneous maintenance and personnel
costs

Fees to auditor
KPMG is group auditor. The table below presents audit fee expense in the year.
Amounts in NOK million

Finance income and expenses

Financial reporting principles
Finance income and expenses comprise interest receivable on funds invested, dividend
income, foreign exchange gains and losses, interest payable on borrowings calculated using the
effective interest rate method, fair value gains or losses on ﬁnancial assets at fair value through
proﬁt or loss, gains or losses on hedging instruments that are recognised in proﬁt or loss and
reclassiﬁcation of amounts previously recognised in other comprehensive income.
Foreign exchange translation differences are recognised in proﬁt or loss, except for differences
arising from translation of qualifying cash ﬂow hedges (to the extent that the hedge is effective),
which are recognised in other comprehensive income. Translation impacts of monetary assets
and liabilities related to operating activities are recognised within operating results. Embedded
derivatives will under certain circumstances be separated and recognised at fair value in the
balance sheet and the changes recognised in the income statement.
Finance income and expenses
Amounts in NOK million

Interest income on bank deposits

2017

22

2

6

Other ﬁnance income

3

3

Foreign exchange movement embedded derivatives

7

-

38

31

Finance income

(20)

(20)

Net ﬁnance cost pension

(5)

(5)

Other ﬁnance cost

(3)

(1)

3

3

Foreign exchange movement embedded derivatives

Other assurance services

0

0

Finance expenses
Net ﬁnance expenses recognised in proﬁt and loss

Other services1

1

1

4

4

Total audit fees - other auditor

0

0

Total continuing operations

4

4

Total discontinued operations

0

0

Total

4

4

1 Other services include NOK 0.6 million for 2018 and NOK 0.9 million in assistance on tax advisory services and
compliance related matters for 2017

2017

27

Audit

Total fees to KPMG

2018

Net foreign exchange gain

Interest expense on ﬁnancial liabilities/facilities measured at
amortised cost

2018

37

(27)
11

(2)
(27)
4

See Note 21 Derivative ﬁnancial instruments and Note 22 Financial instruments for information
on the ﬁnance income and expense generating items.
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Note 8

Income taxes

Financial reporting principles
Income tax expense comprises current and deferred tax. Income tax is recognised in proﬁt
or loss except to the extent that it relates to items recognised directly in equity or in other
comprehensive income.
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Income tax expense
Amounts in NOK million

Current tax expense
Prior year adjustment

Current tax
Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantially enacted at the reporting date. Current tax also includes
any adjustment to tax payable in respect of previous years and any tax liability arising from the
declaration of dividends.
Deferred tax
Deferred tax is recognised in respect of temporary differences between carrying amounts of
assets and liabilities for ﬁnancial reporting purposes and amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted at the
reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable right
to offset current tax liabilities and assets, and they relate to income taxes levied by the same
tax authority on the same taxable entity, or on different tax entities, but they intend to settle
current tax liabilities and assets on a net basis or their tax assets and liabilities will be realised
simultaneously.
A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary
differences, to the extent that it is probable that future taxable proﬁts will be available against
amounts that can be utilised. Deferred tax assets are reviewed at each reporting date and are
reduced to the extent that it is no longer probable that the related tax beneﬁt will be realised.
Accounting estimates and judgments
Kvaerner is subject to income taxes in several jurisdictions and judgment is required to determine
the worldwide provision for income taxes. There are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary course of business. Provisions
are based on estimates of eventual additional taxes. Income tax expense is calculated based on
reported income in the different legal entities. Deferred income tax expense is calculated based
on the differences between the assets’ carrying value for ﬁnancial reporting purposes and their
respective tax basis that are considered temporary in nature.
The total amount of income tax expense and allocation between current and deferred income tax
requires management’s interpretation of complex tax laws and regulations in tax jurisdictions
where Kvaerner operates. Valuation of deferred tax assets is dependent on management’s
assessment of future recoverability of the deferred beneﬁt. Expected recoverability may result
from expected taxable income in the near future, planned transactions or planned tax optimising
measures. Economic conditions may change and lead to a different conclusion regarding
recoverability, and such change may affect the results for each reporting period.
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2018
(16)
0

2017
(17)
(0)

Total current tax expense

(16)

(17)

Current year's deferred tax expense

(45)

(149)

Prior year deferred tax adjustment

1

(20)

Total deferred tax expense

(44)

(168)

Total tax expense

(60)

(186)

Effective tax rate reconciliation
2018

2017

Proﬁt before tax

338

697

Expected income taxes (2018: 23 percent, 2017: 24 percent) of
proﬁt before tax

(78)

Amounts in NOK million

(167)

Tax effects of:
Prior year adjustments (current and deferred tax)

1

Permanent differences1

6

4

Effect of unrecognised timing differences and tax losses2

1

(2)

Change in tax rates3

12

Differences in tax rates from 23 percent (2017: 24 percent)4

(3)

Other5
Total tax expense
Effective tax rate
Tax effect of differences
1
2
3
4
5

(20)

9
(4)

(0)

(7)

(60)

(186)

18%
(18)

Permanent differences are mainly due to impacts from other comprehensive income pension
Effect of non-recognised timing differences and tax losses is related to tax losses in international operations
Impact of change in Norwegian Corporate tax rate from 23 to 22 percent as from 2019
Effect of different tax rates in other jurisdictions
Other items in 2017 were mainly related to tax on items recognised directly through equity

27%
18
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Recognised deferred tax assets and liabilities

2017
Balance as of
1 January

2018

2017

Property, plant and equipment

20

19

Property, plant and equipment

24

Pensions

48

45

Net pensions

45

Amounts in NOK million

Construction contracts in progress
Tax loss carry-forwards
Provisions
Financial instruments
Other

(694)

(425)

315

103

36

21

(11)

(10)

20

Total deferred tax asset/(liability)

(265)

20
(225)

Change in net recognised deferred tax assets and liabilities

Amounts in NOK million

Other
adjustments

Balance as of
31 December

19

1

-

20

Net pensions

45

3

-

48

Tax loss carry-forwards
Provisions
Financial instruments
Other
Total

Projects under construction
Tax loss carry-forwards

Recognised in
proﬁt and loss

Other
adjustments

Balance as of
31 December

(5)

-

19

(0)

-

(425)

(269)

-

(694)

103

212

-

316

21

15

-

36
(11)

(10)

(2)

-

20

(4)

4

(44)

4

(225)

45

(1 870)

1 446

-

(425)

1 713

(1 610)

0

103

26

(5)

-

21

(10)

1

-

(10)

Provisions
Financial instruments
Other
Total

9
(62)

6
(168)

Amounts in NOK million

Recognised in
proﬁt and loss

Property, plant and equipment
Projects under construction

Amounts in NOK million

5
5

20
(225)

Tax loss carry-forwards

2018
Balance as of
1 January

39

20
(265)

Recognised tax losses carried forward

2018

2017

1 344

369

Recognised denied interest carried forward

90

79

Unrecognised tax losses carried forward

86

90

1 519

538

Total tax losses carried forward - continuing operations

Recognised tax losses and denied interest carried forward are related to the Norwegian
operations. Denied interest carried forward expires after ﬁve to ten years. Remaining recognised
tax losses have indeﬁnite expiry dates. Unrecognised tax losses are related to international ofﬁces
of which NOK 15 million expire within ﬁve years, NOK 8 million expire after ﬁve years and the
remaining have indeﬁnite expiry dates.
In addition to the tax losses above for continuing operations, unrecognised tax losses in the
group’s discontinued operations in North America amounted to NOK 633 million at year-end 2018
(2017: NOK 633 million).
The group has no current tax liabilities at year-end 2018 (2017: NOK nil).

ANNUAL ACCOUNTS – KVAERNER GROUP

Note 9

KVAERNER ANNUAL REPORT 2018

Earnings per share

Financial reporting principles
The basic and diluted earnings per share are calculated as the ratio of the proﬁt for the year
that is due to the shareholders divided by the weighted average number of ordinary shares
outstanding. Treasury shares are not included in the weighted average number of ordinary shares.
Kvaerner currently has no share-based compensation that results in a dilutive effect on earnings
per share.

Amounts in NOK million

Scrapping

Earnings per share

Transfers
2018

2017

Historical cost as of 1 January 2018

Buildings
and sites

Machinery,
equipment
and software

40

Under
construction

Total

916

1 118

30

2 063

Additions

13

53

194

260

Disposals

-

Currency translation differences
Historical cost as of 31 December 2018

(1)

-

(1)

(77)

(47)

-

(123)

13

17

0
866

(0)
1 140

(27)
(0)
198

4
0
2 203

Proﬁt/(loss) attributable to ordinary shares (NOK million):
Net proﬁt/(loss) - continuing operations
Net proﬁt/(loss) - discontinued operations
Net proﬁt/(loss) - total operations
Weighted average number of shares outstanding

278

511

0

31

278

542

267 429 795

266 215 316

Accumulated depreciation as of 1 January
2018
Depreciation for the year

Basic and diluted EPS - continuing operations

1.04

1.92

Basic and diluted EPS - discontinued operations

0.00

0.12

Basic and diluted EPS - total operations

1.04

2.04

Note 10 Property, plant and equipment
Financial reporting principles
Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses. The cost of self-constructed assets includes the cost of materials, direct labour, interest cost
on qualifying assets, an appropriate proportion of production overheads, and, where relevant, the
estimated costs of dismantling and removing the items and restoring the site on which they are
located. Where components of property, plant and equipment have different useful lives, they are
accounted for as separate components.
Assets are mainly depreciated on a straight-line basis over the estimated useful lives of the assets
as follows:

>
>
>

Machinery, equipment and software: 3–15 years
Buildings: 8–30 years
Sites: No depreciation

Estimates for residual values are reviewed annually.

(806)

-

(1 263)

(37)

(59)

-

(97)

Disposals

-

1

-

1

Scrapping

77

47

-

123

Transfers
Earnings per share (NOK):

(457)

-

-

-

-

Currency translation differences

(0)

0

-

(0)

Accumulated depreciation as of
31 December 2018

(418)

(818)

-

(1 236)

448

322

Book value as of 31 December 2018

198

967
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Amounts in NOK million

Historical cost as of 1 January 2017
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Buildings
and sites

Machinery,
equipment
and software

Note 11 Intangible assets

Under
construction

Total

1 057

909

20

1 986

Additions

17

40

23

81

Disposals

-

(2)

-

(2)

Scrapping

-

-

(0)

(0)

(158)

171

(14)

(0)

(0)

0

(0)

Transfers
Currency translation differences
Historical cost as of 31 December 2017
Accumulated depreciation as of 1 January
2017
Depreciation for the year1

916

1 118

30

0
2 063

(557)

(631)

-

(1 188)

(25)

(53)

-

(78)

Disposals

-

2

-

2

Scrapping

-

-

-

-

Transfers

125

(125)

-

(0)

0

(0)

-

0

Currency translation differences
Accumulated depreciation as of
31 December 2017
Book value as of 31 December 2017

(457)

(806)

459

311

30

41

(1 263)
800

1 Depreciation for the year includes reversal of NOK 14 million related to excess depreciation in previous years reversed
in 2017. It has been determined that the impact was immaterial for any previous year

Kvaerner has not entered into any ﬁnancial lease contracts as of 31 December 2018. At year-end
2018, Kvaerner has contractual commitments for acquisition of property, plant and equipment
amounting to NOK 166 million, mainly relating to development of the Stord yard.

Financial reporting principles
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s
share of the net identiﬁable assets. Where fair value of net assets acquired exceeds consideration
paid, the resulting gain arising on an acquisition is recognised directly in the income statement.
Goodwill recognised on acquisitions of subsidiaries is presented within intangible assets.
Acquisitions of equity accounted investees do not result in goodwill as the full cost of acquisition
is included in the carrying value of the investment. Goodwill is carried at cost less accumulated
impairment losses.
Government grants
Government grants are recognised when it is reasonably certain that the company will meet the
conditions stipulated for the grants and that the grants will be received. Operating grants are
recognised systematically during the grant period. Grants are deducted from the cost which the grant
is meant to cover. Investment grants are recognised as a deduction of the asset’s carrying amount.
Research and development
Expenditures on research activities undertaken with the prospect of obtaining new scientiﬁc or
technical knowledge and understanding, is recognised in proﬁt or loss as incurred. Expenditures on
development activities, whereby research ﬁndings are applied to a plan or design for the production
of new or substantially improved products and processes, is capitalised if the product or process is
technically and commercially feasible as well as being a separable asset. Capitalised costs include
the cost of materials, external contractors, direct labour and capitalised interest on qualifying
assets arising. Other development expenditures are recognised in proﬁt or loss as incurred.
Amortisation
Except for goodwill, intangible assets, all of which have ﬁnite useful lives, are amortised on a
straight-line basis over their estimated useful lives, ranging from ﬁve to ten years, from the date
they are available for use.
Impairment
Goodwill is tested for impairment annually or more frequently if impairment indicators are
identiﬁed. Other tangible and intangible assets are assessed for impairment if there is any
indication of impairment. An impairment loss is recognised if the carrying value of an asset or
cash generating unit (CGU) exceeds its recoverable amount.
Recoverable amount
The recoverable amount of an asset or a CGU is the greater of their net selling price and value
in use. In assessing value in use, estimated future cash ﬂows are discounted to their present
value using a pre-tax discount rate that reﬂects current market assessments of the time value of
money and the risks speciﬁc to the asset or CGU. For the purpose of impairment testing, assets
are grouped together into the smallest group of assets that generate cash ﬂows independently
of other assets or CGUs. Subject to the operating segment limit, CGUs to which goodwill has been
allocated are aggregated so that the level at which impairment testing is performed, reﬂects the
lowest level at which goodwill is monitored for internal reporting purposes. Goodwill is allocated
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Goodwill- allocation by operating segment

to groups of CGUs that are expected to beneﬁt from the business combination in which the
goodwill arose.

Accounting estimates and judgments
Goodwill
Management’s determination of the recoverable amounts of the cash generating units includes
assumptions regarding future project wins, their proﬁtability and terminal values. The recoverable
amounts of CGUs have been determined based on value-in-use calculations, which require the
use of estimates and judgments. Compared to 12 months ago, Kvaerner sees an improved market
and more customers considering new prospects. During 2019, it is expected that several key
prospects will pass important decision gates and move further towards project sanctioning and
project execution. The company anticipates that potential contract awards for near term larger
contracts will mostly come in 2020 and 2021. The market in and around Norway will continue to
be important, but several key prospects are also in international regions. These industry trends
are reﬂected in the group’s annual impairment test.
Intangible assets

Balance as of 1 January 2017

Intangible assets
excl. goodwill

Goodwill

Total

59

607

666

Amortisation

(12)

-

(12)

Impairment

(15)

-

(15)

Additions

10

-

10

Balance as of 31 December 2017

42

607

649

Amortisation
Impairment
Additions
Balance as of 31 December 2018

(13)

-

2018

2017

Process Solutions

421

421

Structural Solutions

186

186

Total Field Development

607

607

Amounts in NOK million

Impairment loss recognition
Impairment losses are recognised in proﬁt or loss. Impairment losses recognised in respect of
CGUs are allocated ﬁrst to reduce the carrying amount of any goodwill allocated to the CGU (or
group of CGUs) and then, to reduce the carrying amount of the other non-ﬁnancial assets in the
CGU (or group of CGUs) on a pro rata basis. An impairment loss on goodwill is not reversed.

Amounts in NOK million

42

(13)

-

-

-

74

-

74

102

607

710

Research and development costs
For the year ended 31 December 2018, the group capitalised development costs of NOK 74
million (2017: NOK 10 million) related to the group’s strategic digitalisation project and IT
systems. In 2018 NOK 21 million (2017: NOK 35 million) has been expensed for research and
development as the criteria for capitalisation were not met. Research and development costs paid
by customers amounted to NOK 1 million in the period (2017: NOK 2 million).
At year-end 2018, Kvaerner has contractual commitments for acquisition of services and systems
amounting to NOK 23 million, mainly relating to Kvaerner’s digitalisation project.

Impairment testing of goodwill
Goodwill originates from a number of historic acquisitions. Goodwill was allocated to the business
areas, based on relative fair value estimates of the businesses at the time of demerger from Aker
Solutions in 2011. Following changes in the composition of the cash generating units in 2016,
goodwill was then reallocated to the new operational areas.
2018 Impairment test
Key assumptions
Management’s approach to determine the values that are assigned to each key assumption reﬂect
past experience and are as follows:
Assumed project awards is an essential element in the impairment testing. The group’s business
development organisation reviews and considers market prospects and selects target projects
Target projects are included based on a probability weighting assessed by business
development, i.e. probability that projects will go ahead and probability that Kvaerner will
be selected as supplier and estimated revenues and margins based on the scope of work and
Kvaerner’s experience and judgment from other projects.
Cash ﬂow projections for on-going projects are based on budget and forecast.
Explicit period for estimated cash ﬂows are fourth quarter 2018- 2022.
Terminal values reﬂecting long term, steady state revenue and margin levels are estimated
based on a combination of historic levels and judgment
An annual growth rate of one percent is used in calculating the terminal value for Process
Solutions and Structural Solutions
The pre-tax discount rate, based on a weighted average cost of capital assessment, used is
calculated based on the post-tax rate using an iterative process that gives the same net present
value of cash ﬂows pre- and post-tax. The post-tax discount rate applied in the testing is 8.6
percent, and pre-tax discount rates are 10.9 percent for Process Solutions and 10.4 percent for
Structural Solutions.

>
>
>
>
>
>
>

For operational areas Process Solutions and Structural Solutions recoverable amount for
recognised goodwill exceeds the related carrying values, and consequently the analysis indicates
that no impairment is required.
Sensitivities
The following adverse changes could occur simultaneously before any impairment is required; for
Process Solutions, revenue reduction of 25 percent, EBITDA margin reduction of 1.5 percentage
points and increase in pre-tax discount rate of 2.5 percentage points. For Structural Solutions,
revenue reduction of 8 percent, EBITDA margin reduction of 0.5 percentage point and increase in
pre-tax discount rate of 2.2 percentage points.

ANNUAL ACCOUNTS – KVAERNER GROUP

KVAERNER ANNUAL REPORT 2018

Note 12 Trade and other recievables

Aging of trade receivables

Financial reporting principles
Trade and other receivables are classiﬁed at amortised cost and recognised at the original
invoiced amount less an allowance for doubtful receivables. Kvaerner applies a simpliﬁed
approach to provide for lifetime Expected Credit Losses in accordance with IFRS 9. The invoiced
amount is considered to be approximately equal to the value which would be derived under the
amortised cost method.

2018

2017

Current

198

471

Past due 0 – 30 days

148

242

2

15

Amounts in NOK million

Past due 31 – 90 days
Past due 91 days or more

Trade receivables and other receivables

Total
2018

2017

Trade receivables1

370

775

Provision for impairment of receivables

(21)

Trade receivables, net

349

744

Advances to suppliers

56

2

531

678

Amounts in NOK million

43

Note

Other receivables
Derivative ﬁnancial instruments
Total trade and other receivables
Other
Total trade and other current assets

21

22

47

370

775

Note 13 Cash and cash equivalents

(31)

5

7

940

1 431

7

5

947

1 436

1 Trade receivables are mainly related to contracts with customers
2 Work in progress of NOK 88 million presented within this note in 2017 has been reclassiﬁed to balance sheet line
Contract assets for presentation purposes. Refer also to Note 3

Financial reporting principles
Cash and cash equivalents include cash on hand, demand deposits held with banks and other
short-term highly liquid investments with original maturity of three months or less.

Amounts in NOK million

Restricted cash
Cash pool
Interest-bearing deposits
Non interest-bearing deposits
Total

2018

2017

1

1

793

527

2 321

2 280

50

5

3 165

2 812

Impairment losses in 2018 were NOK 4 million (2017: nil).

Note 14 Equity
Share capital
Kværner ASA has one class of shares, ordinary shares, with equal rights for all shares. The holders
of ordinary shares are entitled to receive dividends and are entitled to one vote per share at
General Meetings.
Total outstanding shares are 269 000 000 at par value of NOK 0.34 per share. All issued shares
are fully paid.
In 2018 and 2017 there have been no payments of dividends. The Board of Directors propose
to the Annual General Meeting that a dividend of NOK 1.00 per share should be paid, totalling
approximately NOK 269 million.
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Note 15 Pension obligations

Treasury shares
The group purchases its own shares to meet the obligations under the matching element of the
variable pay programme. Purchase of own shares is recognised at cost as a reduction in equity
and is classiﬁed as treasury shares. No gain or loss is recognised in the income statement when
treasury shares are sold.
Amounts in NOK million

Treasury shares as of 31 December 2017
Purchase
Sale
Treasury shares as of 31 December 2018

Financial reporting principles
Deﬁned contribution plans
Obligations for contributions to deﬁned contribution pension plans are recognised as an expense
in the proﬁt or loss as incurred.

Number of shares

Consideration

2 157 040

15

455 702

44

8

(1 499 663)

(11)

1 113 079

12

Hedging reserve
The hedging reserve relates to cash ﬂow hedges of future revenues and expenses against
exchange rate ﬂuctuations. The income statement effects of such instruments are recognised
in accordance with the progress of the underlying construction contract as part of revenues or
expenses as appropriate. The hedging reserve represents the value of such hedging instruments
that are not yet recognised in the income statement. The underlying nature of a hedge is that a
positive value on a hedging instrument exists to cover a negative value on the hedged position,
see Note 21 Derivative ﬁnancial instruments.
Pension reserve
The deﬁned beneﬁt plan actuarial gains and losses reserve includes remeasurement of the net
deﬁned beneﬁt liability, which comprise actuarial gains and losses on the return of plan assets
(excluding interest).
Currency translation reserve
The currency translation reserve includes foreign currency exchange differences arising from the
translation of the net investment in foreign operations.

Deﬁned beneﬁt plans
The group’s net obligation for deﬁned beneﬁt pension plans is calculated as net present value
of future beneﬁts the employees have earned in the current and prior periods reduced with fair
value of plan assets. The plans are calculated separately. When the actuarial calculation results in
a beneﬁt to the group, the recognised asset is limited to the present value of any future refunds
from the plan or reductions in future contributions to the plan. The discount rate is the yield at
the balance sheet date on high-quality corporate bonds with maturities consistent with the terms
of the obligations. The calculation is performed by a qualiﬁed actuary using the projected unit
credit method.
The group determines the net interest expense/income on the net deﬁned beneﬁt liability/asset
for the period by applying the discount rate used to measure the deﬁned beneﬁt obligation at the
beginning of the annual period.
Remeasurements arising from deﬁned beneﬁt plans comprise of actuarial gains and losses,
return on plan assets (excluding interest) and the effect of the asset ceiling. Remeasurements are
recognised immediately in other comprehensive income.
When the beneﬁts of a plan are changed or when a plan is curtailed, the portion of the changed
beneﬁt related to past services from the employees and the gain or loss on the curtailment, is
recognised immediately in proﬁt or loss. The group recognises gains and losses on settlements of
deﬁned beneﬁt plans when settlements occur.
Accounting estimates and judgments
The present value of pension obligations depends on a number of assumptions regarding ﬁnancial
factors such as discount rate, expected salary growth, return on assets and demographical factors
such as mortality, employee turnover, disability and early retirement age. During the long period
of the pension obligation there will be changes in these assumptions effecting the pension
obligation.
Pension plans in Norway
The main pension arrangement in Norway is a general pension plan organised by the Norwegian
state. This arrangement provides the main general pension entitlement of all Norwegians.
All pension arrangements by employers consequently represent limited additional pension
entitlements.
Norwegian employers are obliged to provide an employment pension plan, which can be
organised as a deﬁned beneﬁt plan or a deﬁned contribution plan.
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Deﬁned contribution plan
All employees are included in the deﬁned contribution plan in Kvaerner. The annual contributions
expensed for the deﬁned contribution plan were NOK 92 million (2017: NOK 97 million). The
estimated contributions expected to be paid in 2019 are NOK 96 million.
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Total pension cost including payroll tax
Amounts in NOK million

Deﬁned beneﬁt plan
The deﬁned beneﬁt plan is a funded plan and represents the funded pension liability reported.
The plan is closed and members of the plan are retired. Kvaerner’s contributions to this plan in
2018 were NOK 19 million (2017: NOK 17 million) and the expected contributions for 2019 are
NOK 17 million.

Service cost¹

The net pension obligation is sensitive to deviations in mortality for the members versus the
mortality table used for calculating the obligation. As payments of the funds are relatively close in
time, in a pension perspective, the net pension obligation is sensitive to reductions in the values
of the investments.

Other pension cost2

Compensation plan
To ensure that the employees were treated fairly at the change from the deﬁned beneﬁt plan
to the deﬁned contribution plan, the company introduced a compensation plan. The employees
part of the plan are entitled to a compensation amount being the difference between calculated
pension capital in the deﬁned beneﬁt plan and the value of the deﬁned beneﬁt plan at the age
of 67 years. The compensation amount is adjusted annually in accordance with the adjustment
of the employees’ pensionable income and accrued interest according to market interest. The
compensation plan is an unfunded plan, and the obligation is calculated by actuary on a yearly
basis.
AFP - early retirement arrangement
AFP is an early retirement arrangement organised by Norwegian employers, The Norwegian
Confederation of Trade Unions (LO) and the Norwegian state. The AFP plan is providing additional
lifelong pensions. The employees are given a choice of retirement age, with lower pension at
earlier retirement.
During 2017 the Norwegian Accounting Standards Board issued a comment concluding that
the AFP plan is a multi-employer deﬁned beneﬁt plan. The AFP plan exposes the participating
entities to actuarial risk associated with employees of other entities with the result that there is
no consistent and reliable basis for allocating the obligation, plan assets and costs to individual
participating entities. Sufﬁcient information is not available to use deﬁned beneﬁt accounting and
the AFP plan is accounted for as a deﬁned contribution plan.
The annual contribution expensed for the AFP plan was NOK 33 million (2017: NOK 30 million).
The estimated contributions to be paid in 2019 are NOK 34 million.
Pension plans outside Norway
All pension plans in Kvaerner companies outside Norway are deﬁned contribution plans.
Contributions to these plans were NOK 1.0 million in 2018 (2017: NOK 0.6 million). Estimated
contributions in 2019 are NOK 1.0 million.

45

2018

2017

24

17

Administration cost

1

1

Settlements

-

(1)

Net periodic pension cost deﬁned beneﬁt plans
Pension cost deﬁned contribution plans
Net periodic pension cost
Net interest cost/(income)
Net periodic pension cost incl. net interest cost

25

17

127

132

5

-

156

149

5

5

160

154

1 In 2018, the service cost was increased by NOK 7 million following increased accruals for AFP liabilities
2 Other pension cost is mainly related to equity contribution made to Aker Pensjonskasse
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Movement in pension obligation and plan asset
Amounts in NOK million

Projected beneﬁt obligation as of 1 January

46

Deﬁned beneﬁt obligation speciﬁed by funded and unfunded pension plans
2018

2017

Amounts in NOK million

2018

2017

475

500

Funded

250

277

Service cost

24

17

Unfunded

218

198

Interest expense

11

12

Net employee beneﬁt assets/(employee beneﬁt obligations)

468

475

Payroll tax of employer contribution assets

(3)

(5)

(36)

(47)

2018

2017

Beneﬁts paid
Settlements1
Remeasurements loss/(gain) to other comprehensive income (OCI)

(2)

(24)
21

Projected beneﬁt obligation as of 31 December

468

475

Plan assets at fair value as of 1 January

287

331

7

8

Included in other comprehensive income (OCI)
Amounts in NOK million

Remeasurements loss/(gain) from changes in:
Interest income
Contributions paid into the plan
Beneﬁts paid

28

38

(36)

(47)

Payroll tax of employer contribution assets

(3)

(5)

Administrative expenses paid

(1)

(1)

Settlements1

-

Remeasurements loss/(gain) to other comprehensive income

(12)

Plan assets at fair value as of 31 December

269

Effect of asset ceiling2

(19)

Net beneﬁt obligation as of 31 December

218

Effect of experience adjustments

(8)
6

5
16

Return on plan assets (excluding interest income)

12

14

Changes in asset ceiling

10

(11)

OCI losses/(gains)

19

25

2018

2017

- Oil & Gas

-

4

- Oilﬁeld Services & Equipment

-

3

- Renewable Energy

-

1

- Chemicals

-

0

(23)
(14)
287

Analyses of assets in the deﬁned beneﬁt plan
Plan assets comprise:

(9)
198

Amounts in NOK million

Equity instruments

As presented in the balance sheet
Employee beneﬁt assets

Effect of changes in ﬁnancial assumptions

0

Employee beneﬁt obligations

(218)

Total

(218)

1 In 2017 paid up policies were issued for disability pension beneﬁts
2 Asset ceiling is implemented to reduce net pension assets according to the IFRS deﬁnition of assets. The effect is
recognised in other comprehensive income (OCI)

0
(198)
(198)

Bonds
- Government
- Finance
- Private and Government enterprise
- Municipalities
Fund/Private Equity
Plan assets

2

3

36

37

56

64

100

138

74

38

269

287
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Fair value of equities is based on their quoted prices at the reporting date without any deduction
for estimated future selling cost. The equity portfolio is invested globally.
Investments in bonds are made in the Norwegian market and most of the bonds are not listed on
any exchange. Market value at year-end is based on ofﬁcial prices provided by the Norwegian
Securities Dealers Association. Bond investments have on average a high credit rating, and most
of the investments are in Norwegian municipalities with a credit rating of AA.
Investments in funds/private equity are mainly funds that invest in listed securities and where
fund value is based on quoted prices.

2018

2017

Discount rate

2.80%

2.40%

Asset return

2.80%

2.40%

Salary progression

2.75%

2.50%

Pension indexation

0–4.00%

0–4.00%

G - multiplier
Mortality table

changes at the reporting date to one of the relevant actuarial assumptions, holding other
assumptions constant, would have affected the deﬁned beneﬁt obligation by amounts shown
below:
Deﬁned beneﬁt obligation
Effects in NOK million

Discount rate (1% movement)
Future salary growth (1% movement)
Future pension growth (1% movement)

Actuarial assumptions
The following are the principal actuarial assumptions at the reporting date:

2.50%

2.25%

K2013

K2013

The discount rate is based on estimated Norwegian high quality corporate bond rate.
Assumptions regarding future mortality are based on the dynamic mortality table K2013. The
dynamic model expects improvements in life expectancy over time, expected for Kvaerner
employees as well. The current longevities underlying the values of the deﬁned beneﬁt obligation
at the reporting date were as follows:
2018

2017

Assumed life expectancy retiring today (member age 65)
Males

22.3

22.2

Females

25.6

25.5

Males

24.6

24.5

Females

28.1

28.0

Assumed life expectancy retiring in 25 years (member age 40 today)

Sensitivity analysis
Calculation of the deﬁned beneﬁt obligation is sensitive to the actuarial assumptions set out
above. A sensitivity analysis for each signiﬁcant actuarial assumption is included below. Possible

47

Increase
(40)

Decrease
48

1

(1)

36

(31)

Note 16 Operating leases
Financial reporting principles
Payments made under an operating lease are recognised in proﬁt or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognised as an integral part of the
total lease expense, over the term of the lease. The group does not have any leases classiﬁed as
ﬁnance leases.
Lease expenses and sub-lease income
Kvaerner has entered into various operating lease contracts, mainly related to rental of buildings,
land and sites for transportation, storage and decommissioning. In addition Kvaerner is renting
cranes, cars, vessels, barges and various equipment and machinery related to operations at the
Stord and Verdal yards. The lease terms vary from short term lease contracts to lease contracts
with duration up to 12 years. Rent of machinery and equipment is project related and typically
for a short time period to cover peaks or special lifting or other operations. None of the leases
include signiﬁcant contingent payments. The majority of the lease contracts are renewable at the
end of the lease period at market rates.
In 2013 Kvaerner signed an agreement with Fornebuporten AS for a long term lease for
Kvaerner’s headquarters at Fornebu and moved into the ofﬁces summer 2015. The lease contract
is for approximately 8 000 square metres at market terms, representing an all-inclusive annual
average lease payment of NOK 27 million for the initial lease term. The term of the agreement is
12 years with options for ﬁve plus ﬁve years. The lease agreement is with Fornebu Gateway AS,
related party to Aker ASA and Kvaerner. Refer to Note 18 for onerous lease provision relating to
the Fornebuporten ofﬁces.
Kvaerner subleases separate ﬂoors of its ofﬁces at Fornebu to related parties. Sublease payments
for 2018 amounted to NOK 14 million. Contingent rent recognised in the income statement for the
years ended 31 December 2018 and 2017 were insigniﬁcant.
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Minimum lease payments recognised in the income statement
Amounts in NOK million

Land and buildings

2018

2017

78

57

Vehicles, machinery and equipment

162

36

Total

240

93

In previous years Kvaerner has considered rent of project related assets, such as mobile cranes,
vessels, tools and equipment as services and not disclosed the related costs as lease expenses.
Following a thorough review and assessments in connection with transition to IFRS 16 Leases,
effective from 1 January 2019, Kvaerner has from 2018 included rent for these assets as
operating lease expenses.

Total non-cancellable operating lease commitments
Amounts in NOK million

2018

2017

Amount due within one year

108

76

Amount due between one and ﬁve years

218

164

Amount due later than ﬁve years
Total

The ﬁnancial covenants are based on three sets of key ﬁnancial ratios; an equity ratio based
on consolidated total borrowings/consolidated total equity, a cash covenant calculated by
consolidated total borrowings less consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage ratio based on consolidated EBITDA/
consolidated ﬁnance costs. The ﬁnancial covenants are tested on a quarterly basis. As of 31
December 2018 the company is in compliance with all covenants. The margin applicable to the
facility is based on a margin grid determined by the gearing ratio.
2018 and 2017
Amounts
in million

Revolving
credit
facility

Lease commitments

97

128

424

367

The group has non-cancellable sublease contracts for ofﬁces at Fornebu, Norway. Future minimum
sub-lease income at year-end 2018 is NOK 18 million.

Note 17 Interest-bearing liabilities
Financial reporting principles
Interest-bearing loans and borrowings are measured at amortised cost.
Bank debt
The revolving credit facility agreement of 8 July 2015 is a facility of NOK 2 000 million, maturing
in July 2020. The facility is provided by a syndicate of high quality international banks. The
revolving credit facility was undrawn during 2018 and as per 31 December 2018. The terms and
conditions include restrictions which are customary for these kind of facilities, including inter
alia negative pledge provisions and restrictions related to acquisitions, disposals and mergers.
There are also certain provisions of change of control included in the agreement. There are no
restrictions for dividend payments. The facility is unsecured.

48

Total noncurrent
borrowings

Multi
currency

Nominal
currency
value

Book
value

Interest
margin

Interest
rate

Effective
interest
rate

Maturity
date

Interest
terms

2 000

-

2.00%

-

-

8 July
2020

IBOR +
Margin1

-

1 The margin applicable to the facility is decided by a margin grid based on the gearing ratio. Commitment fee is 40
percent of the margin.

Note 18 Provisions and contingent liabilities
Financial reporting principles
A provision is recognised in the balance sheet when the group has a present obligation as a result
of a past event, it is probable that the group will be required to settle the obligation and the
amount can be reliably estimated. Provisions are determined by discounting the expected future
cash ﬂows at a market based pre-tax rate that reﬂects current market assessments of the time
value of money and, where appropriate, the liability-speciﬁc risks. The unwinding of the discount
is recognised as a ﬁnance cost. Onerous contracts are measured at the lower of the expected cost
of terminating a contract and the expected net cost of continuing with the contract. All provisions
are presented as current liabilities as they are part of the operating cycle.
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Accounting estimates and judgments
The provisions are estimated based on assumptions and in nature highly judgmental. The various
provisions and the related assumptions and uncertainties are discussed below.

Amounts in NOK million

Balance as of 1 January 2017
Provisions made during the year

Warranties

Onerous
lease

Other

Total

103

-

31

135

8

53

Provisions used during the year

(23)

Provisions reversed during the year

(11)

-

9

70

(21)

(43)

-

(0)

(11)

Transferred to discontinued operations

-

-

(1)

(1)

Currency translation differences

-

-

(0)

Balance as of 31 December 2017

78

53

Provisions made during the year

189

Provisions used during the year

(0)

(79)

(8)

Provisions reversed during the year

(0)

(12)

Currency translation differences

(0)

Balance as of 31 December 2018

0

(0)

18

148

6

195

(11)
(0)

(98)

Current
Total

Onerous lease contract
The onerous lease contract provision relates to separable parts of leased ofﬁce building that have
been vacated by Kvaerner. Future lease commitments and future expected sub-lease income, in
current prices, represent the net liability. The amounts are not discounted since risk adjusted real
interest rate is assessed to be negative. The provision is sensitive to changes in sub-lease income
assumptions.
Other
Other provisions mainly relate to severance pay to employees following capacity adjustments.
Contingent liabilities
Given the scope of Kvaerner’s worldwide operations, group companies are inevitably involved in
legal disputes in the course of their activities. Provisions have been recognised to cover expected
outcome of any disputes and litigation proceedings in accordance with applicable accounting rules.
Such provisions are based on management’s best judgement and estimates of a likely outcome of
the dispute and will be subject for review by in-house or external legal advisors. However, the
ﬁnal outcome of such disputes and litigation proceedings will always be subject to uncertainties,
and resulting liabilities may exceed recorded provisions. The disputes and litigation proceedings
are continuously monitored and reviewed, and recognised provisions are adjusted to reﬂect
management’s best estimates of most recent facts and circumstances. Litigation and arbitration
costs are expensed as incurred.

(12)
(0)

187

33

13

233

93

25

3

120

94

8

11

113

187

33

13

233

Expected timing of payment as of
31 December 2018
Non-current
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Warranties
Provisions for warranties relate to the possibility that Kvaerner, based on contractual agreements,
needs to perform guarantee work related to products and services delivered to customers.
Such warranties are called “assurance-type warranties” and are provided for in accordance with
progress during the project in question. The warranty period is normally two years. Based on
experience, the provision is often set at one percent of the contract value, but can also be a higher
or lower amount following a speciﬁc evaluation of the actual circumstances for each contract. The
evaluations are based on experience from earlier projects. Factors that could affect the estimated
warranty cost include the group’s quality initiatives and project execution model.
Following implementation of IFRS 15 warranty provisions related to on-going projects are now
presented within the balance sheet line Provisions, previously included within Trade and other
payables. At year-end 2017 and 2018, warranty provision related to on-going projects amounted
to NOK 163 million and NOK 30 million respectively.

Signiﬁcant current disputes
Nordsee Ost project
In 2012, arbitration related to the Nordsee Ost project was ﬁled. The last wind jackets for the
project were delivered in October 2013.
In the group’s view, the legacy project related to Nordsee Ost is subject to signiﬁcant estimation
uncertainty and the outcome could have a material impact on the consolidated ﬁnancial
statements. Management’s assessments of the likely outcome of these proceedings, which form
the basis of the recoverable amounts recognised in the ﬁnancial statements, are subject to a high
degree of uncertainty as the proceedings have continued for many years, are subject to complex
interpretations of contractual, engineering, design and project execution issues and there are a
wide range of reasonably possible outcomes. It is currently not possible to estimate when the
arbitration will be ﬁnalised.
There is substantial uncertainty with respect to the ﬁnal ﬁnancial outcome of the Nordsee Ost
project, and to avoid prejudicing Kvaerner’s position, no estimate of the expected ﬁnal outcome is
disclosed.
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Note 19 Trade and other payables
Financial reporting principles
Trade and other payables are recognised at the original invoiced amount. The invoiced amount is
considered to be approximately equal to the value which would be derived under the amortised
cost method.
Trade and other payables
2018

20171

Trade creditors

555

425

Accrued operating and ﬁnancial costs

956

977

18

14

155

156

78

26

1 761

1 598

Amounts in NOK million

Note

Derivative ﬁnancial instruments
Sundry taxes
Other current liabilities
Total trade and other payables

21

1 Advances from customers of NOK 433 million presented within this note in 2017 have been reclassiﬁed to balance
sheet line Contract liabilities for presentation purposes. Refer also to Note 3.

Note 20 Financial risk management and exposures
Financial risk
The group is exposed to a variety of ﬁnancial risks: currency, interest rate, price, credit, liquidity
and capital risks. Market risk affects the value of ﬁnancial instruments held. The objective of
ﬁnancial risk management is to manage and control ﬁnancial risk exposure and thereby increase
the predictability and minimise the potential adverse effects on the group’s ﬁnancial performance.
The group uses derivative ﬁnancial instruments to hedge certain risk exposure and applies hedge
accounting in order to reduce proﬁt or loss volatility.
The group’s approach to risk management includes identifying, evaluating and managing risk in all
activities using a top-down approach with the purpose of avoiding sub-optimisation and utilising
correlations observed from a group perspective.
Risk management is present in every project and it is the responsibility of the project managers in
cooperation with Treasury to identify, evaluate and hedge ﬁnancial risk under policies approved
by the Board of Directors. The group has well-established principles for overall risk management,
as well as policies for the use of derivatives and ﬁnancial investments.

Kvaerner’s policy requires that entities hedge their entire contractually binding currency risk
exposure in any project using forward currency contracts. The group has a number of contracts
involving foreign currency exposures and Treasury manages internal exposures by entering into
external forward currency contracts.
For segment reporting purposes, each legal entity designates all currency hedge contracts with
Treasury as cash ﬂow hedges. External foreign exchange contracts are designated at group level
as hedges of currency risk on a gross basis. These hedges are done back-to-back. When hedges do
not qualify for hedge accounting under IFRS, an adjustment is done at group level. See Note 21
Derivative ﬁnancial instruments for information regarding the accounting treatment of hedging
and embedded derivatives.
The group’s exposure to its main foreign currencies
2018
Amounts in million

RUB

PLN

Cash

703

1

Balance sheet exposure

703

1

4

-

Estimated forecast receipts from customers
Estimated forecast payments to vendors
Cash ﬂow exposure
Forward exchange contracts
Net exposure

SEK

CAD

GBP

USD

EUR

(0)

3

1

7

3

(0)

3

1

7

3

-

-

-

-

45

(11)

(70)

-

-

-

(3)

(6)

(70)

-

-

-

(3)

43
(43)

6

70

703

1

RUB

PLN

(2)

-

-

-

3

(0)

3

1

7

3

SEK

CAD

GBP

USD

EUR
18

2017
Amounts in million

Cash

(109)

0

0

6

1

11

Balance sheet exposure

(109)

0

0

6

1

11

18

4

-

1

-

-

8

67

Estimated forecast payments to vendors

(9)

-

-

-

-

(4)

Cash ﬂow exposure

(5)

-

1

-

-

4

65

-

(1)

-

-

(4)

(65)

0

0

6

1

11

Estimated forecast receipts from customers

Forward exchange contracts
Currency risk
Kvaerner operates internationally and is exposed to currency risk on commercial transactions,
recognised assets and liabilities. Commercial transactions and recognised assets and liabilities are
subject to currency risk when payments are denominated in a currency other than the respective
functional currency of the group company. The group’s exposure to currency risk is primarily
related to USD, EUR, GBP, CAD, PLN, and RUB.

50

Net exposure

5
(109)

(2)

18
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Estimated forecasted receipts and payments in the tables above are calculated based on the
group’s hedge transactions through Treasury. These are considered to be the best estimate of the
currency exposure, given that all currency exposure is hedged in accordance with the group’s
policy. A foreign currency sensitivity analysis indicates that changes in the foreign currency rates
would only have minor effects on equity and proﬁt and loss. A ten percent weakening of the NOK
against the currencies listed as of 31 December would have increased/(decreased) equity and
proﬁt and loss by the amounts shown in the table below. The selected rate of ten percent is seen
as a reasonable possibility for NOK ﬂuctuations within a normal year.
Changes in currency rates change the values of hedging derivatives, embedded derivatives, and
cash balances. The table below illustrates the aggregated effects of derivatives and cash balances.
Hedges that qualify for hedge accounting are reported in the proﬁt and loss according to the
progress of projects. Deferred value of cash ﬂow hedges is reported as hedging reserve in equity.
Any changes to currency rates will therefore affect equity.
Value of hedging instruments that do not qualify for hedge accounting cannot be deferred from
proﬁt and loss. Changes in proﬁt and loss are based on changes in fair values of the hedges that
do not qualify for hedge accounting and any ineffectiveness in hedges that are hedge accounted.
The analysis includes only project-related items and assumes that all other variables, in particular
interest rates, remain constant. Calculations are based on amounts and foreign currency exchange
rates as of 31 December 2018. The analysis is performed on the same basis as it was for 2017.
Changes in fair value to embedded derivatives will also have an effect directly to proﬁt and loss.
Although not all foreign exchange contracts are part of hedge accounting relationships, they are
used to economically hedge current risk. The effect on proﬁt and loss under ﬁnancial items in the
table below will have an opposite effect on future operating income or expense as progress on
projects increases. Equity in the table is the hedge reserve that follows from cash ﬂow hedges.
2018

2017

Proﬁt/(loss)
before tax2

Equity1

Proﬁt/(loss)
before tax2

USD - 10 percent weakening

1

0

11

(8)

EUR - 10 percent weakening

8

(4)

28

(10)

CAD - 10 percent weakening

0

-

1

-

GBP - 10 percent weakening

0

-

6

(0)

Amounts in NOK million

51

variables remain constant. The sensitivity analysis does not include effects on the consolidated
result and equity from changed exchange rates used for consolidation of foreign subsidiaries.
Translation exposure
Translation exposure occurs when foreign operations are translated for consolidation in to the
ﬁnancial statement of the group.
Kvaerner has several investments in foreign operations, whose net assets are exposed to foreign
currency translation risk.
Signiﬁcant exchange rates applied for group reporting and consolidation
Average rate
Currency

Closing rate

2018

2017

2018

2017

USD

8.1554

8.2426

8.7041

8.1860

CAD

6.2857

6.3476

6.3800

6.5185

EUR

9.6214

9.3109

9.9676

9.8210

GBP

10.8725

10.6342

11.0378

11.0610

SEK

0.9404

0.9670

0.9713

0.9997

PLN

2.2619

2.1870

2.3157

2.3468

RUB

0.1308

0.1409

0.1251

0.1420

The next table illustrates the group’s exposure to translation risk. Had the Norwegian currency
depreciated by ten percent during 2018, the consolidated ﬁnancial statements would have been
affected by the changes in the table below. The sensitivity analysis is only a translation sensitivity
and does not reﬂect changes in, derivatives or other effects from currency ﬂuctuations. Sensitivity
analysis per currency has been made and the result is given in the presented table.

Equity1
Total

SEK - 10 percent weakening

(0)

-

(1)

PLN - 10 percent weakening

5

1

0

1

RUB - 10 percent weakening

70

(0)

1

(0)

1 The effects to equity that follow directly from the effects to proﬁt and loss are not included
2 The effect on proﬁt/(loss) before tax is mainly related to embedded derivatives

A ten percent strengthening of the NOK against the above currencies as of 31 December 2018
would have had the equal but opposite effect on the above amounts, on the basis that all other

Amounts in
NOK million

Revenue

10% depreciation

EBITDA Equity

Revenue EBITDA

Equity

Change
Revenue

EBITDA

Equity

2018

7 220

437

3 447

7 245

442

3 452

25

5

6

2017

6 536

799 3 190

6 567

796

3 197

31

(2)

7
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Interest rate risk
Kvaerner’s interest rate risk arises from cash balances and external loans. Kvaerner does not have
any external interest bearing debt as of 31 December 2018.
An increase of 100 basis points in interest rates during 2018 would have increased equity and
proﬁt or loss by the amounts shown in the table below. This analysis assumes that all other
variables, in particular foreign currency rates, remain constant. The analysis is performed on the
same basis as for 2017.
2018

2017

Cash and cash equivalents - 1 percent interest increase

32

28

Cash ﬂow sensitivity (net)

32

28

Amounts in NOK million

Price risk
Kvaerner is exposed to ﬂuctuations in market prices in the operational areas related to contracts,
including changes in market price for raw materials, equipment and development in wages. These
risks are managed in bid processes by locking in committed prices from vendors as a basis for
offers to customers or through escalation clauses with customers.
Credit risk
Customer credit risk
Credit risk is the risk of ﬁnancial loss to the group if customers or counterparties to ﬁnancial
investments/instruments fail to meet their contractual obligations, and arises principally from
external receivables. Assessment of credit risk related to customers and subcontractors is an
important requirement in the bid phase and throughout the contract period. Such assessments
are based on credit ratings, income statement and balance sheet reviews, and on using credit
assessment tools available (e.g. Dun & Bradstreet/Orbis – Bureau van Dijk). Sales to customers are
settled in cash.
For trade receivables, the group applies a simpliﬁed approach to provide for expected credit
losses as prescribed by IFRS 9. Provisions for loss on receivables are low, and there are no
historical losses of any signiﬁcance.
Revenues are mainly related to large and long-term projects with payments up front and
thereafter in accordance with progress and/or agreed milestones. Any lack of payment is normally
due to disagreements related to project deliveries and is solved together with the customer or
escalated for resolution through arbitration or other mechanisms as per individual contracts.
Customers are typically large and highly reputable oil companies with a low credit risk, which
reduces the credit risk signiﬁcantly. However, the contractual counterparty may be a special
purpose asset owning vehicle or similar entity of the customer. In these cases an evaluation of
credit risk takes into account the facts and circumstances of such arrangements, and credit risk
is mitigated where possible by requiring parent company guarantees, customer pre-payments,
obtaining contractor liens and other such actions. The risk of counterparties not meeting their
contractual obligations will normally be related to legal disputes, see Note 18 Provisions and
contingent liabilities.

52

The maximum exposure to credit risk as at the reporting date equals the book value of each
category’s ﬁnancial assets. The group does not hold collateral as security.
Derivative credit risk
Derivatives are only traded against approved banks through Treasury. All approved banks are
participants in the group’s loan syndicate and have the highest ratings at Moody’s and S&P. Credit
risk related to derivatives is therefore considered to be insigniﬁcant.
Liquidity risk
Liquidity risk is the risk that the group may encounter under the obligations associated with its
ﬁnancial liabilities. The group’s approach in managing liquidity is to ensure, as far as possible,
that it will always have sufﬁcient liquidity reserves to meet its liabilities when due. The nature
of the group’s business dictates a close monitoring of liquidity. Payment from customers is often
monthly cash-calls and involves large sums of cash.
Prudent liquidity risk management includes maintaining sufﬁcient cash, the availability of funding
from an adequate amount of committed credit facilities and the ability to close out market
positions.
Management monitors rolling bi-weekly and monthly forecasts of the group’s liquidity reserve on
the basis of expected cash ﬂows. For information regarding capital expenditures and net operating
assets, see Note 4 Operating segments.
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Note 21 Derivative ﬁnancial instruments

Financial liabilities and the period in which they mature
2018
Amounts in NOK million

Trade and other payables

Note

Book
value

19

(1 761)

(1 761)

(1 761)

(1 761)

(1 761)

(1 761)

Total

Total undiscounted
cash ﬂow1

6 mths
and less

2017
Amounts in NOK million

Trade and other payables

Note

Book value

19

Total

Total undiscounted
cash ﬂow1

6 mths
and less

(2 032)

(2 032)

(2 032)

(2 032)

(2 032)

(2 032)

1 Nominal currency value including interests

Group policy for the purpose of optimising availability and ﬂexibility of cash within the group
is to operate a centrally managed cash-pooling arrangement. Such arrangements are either
organised with a bank as a service provider, or as a part of the operation of the group’s treasury
function. An important condition for the participants (legal entities) in such cash-pooling
arrangements is that the group as an owner of such pools is ﬁnancially viable and capable of
servicing its obligations concerning repayment of any net deposits made by the entities.
Capital management
The group’s objective for managing capital is to safeguard its ability to continue as a going
concern in order to provide returns for shareholders and beneﬁts for other stakeholders, while
maintaining an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, or sell assets to reduce debt.
Guarantee obligations
The group has provided the following guarantees on behalf of wholly owned subsidiaries as of
31 December 2018 (all obligations are per date of issue):
Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total

53

2018

2017

46 146

45 359

2 231

1 767

48 377

47 126

Financial reporting principles
The group holds derivative ﬁnancial instruments to hedge its exposure to foreign exchange risks
arising from operational, ﬁnancial and investment activities.
All derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. The gain or loss on re-measurement of
the group’s embedded derivatives and other derivatives that do not qualify for hedge accounting
is recognised immediately in proﬁt or loss.
Where derivatives qualify for hedge accounting, recognition of any gain or loss depends on the
nature of the item being hedged.
Foreign currency as embedded derivatives
Embedded derivatives may exist in contracts with a currency different from the functional
currency of the contracting partners. Embedded derivatives will under certain circumstances be
separated and recognised at fair value in the balance sheet and the changes recognised in the
income statements. These entries will result in a corresponding and opposite effect compared
to the hedging instrument. Kvaerner applies the following separation criteria for embedded
derivatives; the embedded derivative needs to be separated if the agreed payment is in a
currency different from any other major contract parties’ own functional currency, or that the
contract currency is not considered to be commonly used for the relevant economic environment
deﬁned as the countries involved in the cross-border transaction.
Hedging activities
Kvaerner enters into derivative ﬁnancial instruments to hedge foreign currency risks, designated
as cash ﬂow hedges.
On initial designation of the derivative as a hedging instrument, the group formally documents the
relationship between the hedging instrument and the hedged item, including the risk management
objectives and strategy in undertaking the hedge transaction and the hedged risk, together with
the methods that will be used to assess the effectiveness of the hedging relationship.
The group makes an assessment at inception and on an on-going basis according to IFRS 9, of
whether the hedging instruments are expected to be highly effective in offsetting the changes in
the fair value or cash ﬂows. For a cash ﬂow hedge of a forecast transaction, the transaction should
be highly probable to occur and should present an exposure to variations in cash ﬂows that
ultimately could affect reported proﬁt or loss.
The effective portion of changes in the fair value of derivatives that are designated and qualify as
a cash ﬂow hedge is recognised in other comprehensive income and presented as a hedge reserve
in equity. Any ineffective portion of changes in the fair value of the derivative is recognised
immediately in proﬁt or loss within ﬁnance income and expenses. The amount accumulated in
hedge reserves is reclassiﬁed as proﬁt or loss in the periods when the hedged item affects proﬁt
or loss.
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Hedge accounting is discontinued when the group revokes the hedging relationship, or when the
hedging instrument expires or is sold, terminated or exercised, or no longer qualiﬁes for hedge
accounting. Any cumulative gain or loss deferred in comprehensive income as a hedge reserve
at that time, remains in the hedge reserve and is recognised in the income statement when the
forecast transaction is ultimately recognised in the income statement. When a forecast transaction
is no longer expected to occur, the cumulative gain or loss that was deferred in the hedge reserve
is recognised immediately in proﬁt or loss.
Information regarding the group’s risk management policies is available in Note 20 Financial risk
management and exposures.
Forward foreign exchange contracts
The table below presents fair value of derivative ﬁnancial instruments and a maturity analysis of
the derivatives’ undiscounted cash ﬂows. The total notional amount of the instruments (excluding
embedded derivatives) is NOK 656 million of which the major currency is EUR (NOK 464 million)
(2017: NOK 616 million). The ﬁnancial derivatives are related to cash ﬂow hedges for project
expenses and revenues. Given Kvaerner’s hedging policy and the assumption that the projects
are cash neutral, this table also indicates when the cash ﬂows related to project expenses are
expected to impact proﬁt and loss. Project revenues are recognised in accordance with IFRS 15
Revenue from contracts with customers, effective from 1 January 2018 and revenue is recognised
over time using a cost progress method. Loss of NOK 0.2 million (2017: loss of NOK 0.3 million)
related to non-qualifying hedges has been recognised in the income statement in 2018.
Fair value of foreign currency derivative ﬁnancial instruments are calculated as the difference
between contract forward rate and market forward rate, discounted with applicable interest rate.
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2017

Amounts in NOK million

Assets
at fair
value

Liabilities
at fair
value

Cash ﬂow hedges

3

(12)

Embedded derivatives

7

(1)

Not hedge accounted
Total

4

(3)

14

(15)

Net
fair
value

Total
undiscounted
cash ﬂow1

6 mths
or less

6–12
mths

1–2
years

(9)

(9)

(2)

(7)

-

6

6

2

5

(1)

1

1

4

(3)

-

(1)

(1)

3

(5)

(1)

1 Undiscounted cash ﬂows are translated to NOK using the exchange rates as of the balance sheet date

Fair value of a hedging derivative is classiﬁed as a non-current asset or liability if the remaining
maturity is more than 12 months and as a current asset or liability if the maturity is less than 12
months. If the hedged item is related to projects, such as work in progress or trade receivables,
the hedging derivative is classiﬁed as a current asset or liability.
Foreign exchange derivatives
Kvaerner hedges the group’s future transactions in foreign currencies against external banks, with
currency exposure hedged back-to-back in order to meet the requirements for hedge accounting
and to efﬁciently reduce currency risk. Treasury provides this service also to jointly controlled
entities. Some hedges are not designated as hedges for accounting purposes and will have an
effect on proﬁt or loss. These are related to hedging of cash ﬂows which are labelled embedded
derivatives. All hedges qualifying for hedge accounting are cash ﬂow hedges.

2018

Amounts in NOK million

Cash ﬂow hedges
Embedded derivatives
Not hedge accounted
Total

Assets
at fair
value

Liabilities
at fair
value

Net
fair
value

Total
undiscounted
cash ﬂow1

6 mths
or less

6–12
mths

5

(18)

(13)

(13)

-

28

(14)

14

14

2

5

7

-

-

-

-

-

0

0

2

(8)

7

32

(32)

(13)

1–2
years
-

Hedged transactions in foreign currency that are subject to cash ﬂow hedge accounting are highly
probable future transactions expected to occur at various dates during the next one to two years,
depending on progress in the projects. Gains and losses on forward foreign exchange contracts
are recognised in comprehensive income and reported as hedging reserve in equity until they are
recognised in the income statement in the period or periods during which the hedged transactions
affect the income statement. This is generally within 12 months from the balance sheet date.
Foreign currency embedded derivatives
Embedded derivatives themselves are non-cash items, and their fair values will converge to zero
as the underlying cash ﬂows are realised.
Project revenues and costs are recognised in accordance with IFRS 15 Revenue from contracts
with customers, effective from 1 January 2018 and revenue is recognised over time using a cost
progress method. This may result in different timing of cash ﬂows related to project revenues and
costs, and embedded derivative effects. The total notional amount of the embedded instruments is
NOK 975 million (2017: NOK 303 million).
Forward exchange contracts
The following table shows unsettled cash ﬂow hedges’ impact on proﬁt or loss and equity (not
adjusted for tax).
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Amounts in NOK million

Fair value of all hedging instruments
Recognised in proﬁt and loss
Deferred in equity (hedging reserve)
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2018

2017

(13)

(10)

14

10

1

0

The purpose of the hedging instrument is to secure a situation where the hedged item and the
hedging instrument together represent a predetermined value independent of ﬂuctuations of
exchange rates. Revenue and expense on the underlying construction contracts are recognised in
the income statement in accordance with progress. The majority of the hedging reserve in equity
will be reclassiﬁed to income statement within the next six months.

Note 22 Financial instruments
Financial instruments are classiﬁed into level 1, 2 and 3 in the measurement hierarchy based on
how objective the measuring method is.
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Note 23 Group companies as of 31 December 2018
Financial reporting principles
Subsidiaries are entities controlled by the group. Control exists when the group is exposed to or
has rights to, variable returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. The ﬁnancial statements of subsidiaries are
included in the consolidated ﬁnancial statements from the date that control commences until the
date that control ceases.

Company name

City

Country of
incorporation

Ownership
(percent)1

Kværner ASA

Lysaker

Norway

Kværner Holding AS

Lysaker

Norway

100

Kværner AS

Lysaker

Norway

100

Eldøyane Lagerområde AS

Stord

Norway

100

Kværner Ghana AS

Lysaker

Norway

100

Norwegian Contractors AS

Lysaker

Norway

100

Level 1 indicates use of quoted prices in an active market for identical assets and liabilities.
Kvaerner has limited ﬁnancial instruments beyond cash and short term receivables and payables.
The fair value of cash, receivables and payables are approximates to their carrying values based
on their short maturities.

Aker Solutions Contracting AS

Lysaker

Norway

100

Level 2 implies fair value measurements based on price inputs, other than quoted prices, which
are derived from observable market transactions in an active market for identical assets or
liabilities. Kvaerner’s ﬁnancial instruments within this category are related to derivative ﬁnancial
instruments, where fair value is determined based on forward prices on foreign currency
exchange rates, see Note 21 Derivative ﬁnancial instruments.
Level 3 measurements of fair value are based on unobservable inputs; fair value calculations on
the basis of input and assumptions that are not from observable market transactions. Kvaerner
has no such level 3 assets or liabilities.

Kværner Resources AS

Lysaker

Norway

100

Kvaerner Finland Oy

Ulvila

Finland

100

Kvaerner Contracting Ltd

London

UK

100

Kvaerner Resources Ltd

London

UK

100

Kvaerner Americas Holdings Inc

Canonsburg

USA

100

Kvaerner North American Construction Inc

Canonsburg

USA

100

Kvaerner Canada Ltd

St. John’s

Canada

100

Kvaerner Engineering & Technology (Beijing) Co Ltd

Beijing

China

100

Kvaerner LLC

Moscow

Russia

100

1 Ownership equalling the percentage of voting shares
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Note 24 Equity-accounted investees
Financial reporting principles
Investments in associates
Associates are those entities in which the group has signiﬁcant inﬂuence, but not control or joint
control, over the ﬁnancial and operating policies. Signiﬁcant inﬂuence is presumed to exist when
the group holds between 20 and 50 percent of the voting power of another entity, but this is
assessed on a case-by-case basis. Investments in associates are accounted for using the equity
method and are recognised initially at cost.
The consolidated ﬁnancial statements include the group’s share of the proﬁt or loss and other
comprehensive income of equity accounted investees, after adjustments to align the accounting
policies with those of the group, from the date that signiﬁcant inﬂuence or joint control
commences until the date that signiﬁcant inﬂuence or joint control ceases.
When the group’s share of losses exceeds its interest in an equity-accounted investee, the carrying
amount of that interest, including any long-term investments, is reduced to zero, and further
losses are not recognised except to the extent that the group has legal or constructive obligations
or has made payments on behalf of the investee.
Joint arrangements
Joint arrangements exist when the group has joint control over such an arrangement, established
by contractual agreement and requiring unanimous consent of the parties to the arrangement for
strategic, ﬁnancial and operating decisions. Joint arrangements may be either joint ventures or
joint operations.
Joint ventures
A joint venture is a joint arrangement whereby the venturers have rights to the net assets of
the arrangement. Investments in joint ventures are accounted for using the equity method, with
Kvaerner’s share of net result after tax recognised in proﬁt or loss. For joint ventures where tax is
levied on the partners rather than the joint venture, Kvaerner’s share of the tax will be included
in the tax expense line in the group’s consolidated income statement.
Joint operations
A joint operation is a joint arrangement whereby the parties have rights to the assets, liabilities
and obligations relating to the arrangement. Joint operations are proportionately consolidated in
the group ﬁnancial statements.
Presentation of results
The purpose of the investment determines where its results are presented in proﬁt or loss.
When entities are formed to share risk in executing a project or are closely related to Kvaerner’s
operating activities, the share of the proﬁt or loss is reported as part of revenue and other
income in operating proﬁt. Share of proﬁt or loss from ﬁnancial investments is reported as part of
ﬁnancial items.
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Associated companies and joint ventures are deﬁned as related parties to Kvaerner. See Note 25
Related parties, for overview of transactions and balances between Kvaerner and associated
companies and joint ventures.
Joint Venture Agreement with Peter Kiewit Infrastructure Co
Kiewit-Kvaerner Contractors (KKC) is a partnership under Newfoundland and Labrador law, owned
50 percent by each of the partners Peter Kiewit Infrastructure Co and Kvaerner. KKC has been
building the gravity base structure (GBS) for the Hebron oil platform for ExxonMobil Corporation.
The work has been performed in Newfoundland and Labrador, Canada and was completed in third
quarter 2017.
Joint Venture Agreement with Kellogg Brown & Root (Norway) AS
Kvaerner and Kellogg Brown & Root (Norway) AS (KBR) formed a joint venture in 2015, K2JV
ANS, for project execution with an ownership of 51 percent to Kvaerner and 49 percent to KBR. A
Norwegian ANS entity implies that both partners are jointly and several liable for the obligations
of the partnership. The risk is limited on partner level as the partners are limited liabilities
companies. Parent company guarantee is issued by parent company Kværner ASA for the
contractual obligations, refer to Note 20 Financial risk management and exposures. Partnership
property is held in the name of the partnership. Proﬁt is shared 51:49 by the partners. K2JV is
executing the Johan Sverdrup utility and living quarter (ULQ) platform topside EPC project for
Equinor and will be completed in ﬁrst quarter 2019.
Valhall Flank West
In April 2017 Kvaerner signed a frame agreement with Aker BP, and later an alliance agreement
was signed for construction and hook-up of ﬁxed offshore platforms, including topsides and steel
jacket substructures. 18 December 2017, Aker BP has awarded Kvaerner a contract for delivery
of the topside and steel jacket substructure for Valhall Flank West. This is the ﬁrst project in
the Wellhead Platform Alliance, which was established in the spring of 2017 between Aker BP,
Kvaerner, ABB and Aker Solutions. Kvaerner will account for its activities as a joint operation, and
report its scope of work in the group accounts. The project will be delivered in 2019.
Joint Venture Agreement with Aker Solutions AS
Kvaerner and Aker Solutions AS have formed a joint venture, ASK JV AS, for project execution
with an ownership of 50 percent to each of the partners. A Norwegian AS entity is a limited
liability company. Parent company guarantees are issued by the partners’ ultimate parents for
the contractual obligations, refer to Note 20 Financial risk management and exposures. Proﬁt
is shared 50:50 by the partners. ASK JV is executing modiﬁcation work for the Johan Sverdrup
process platform topside EPC project for Equinor. The project will be delivered in 2022.
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Summary of ﬁnancial information for signiﬁcant equity accounted investees
(100 percent basis of project reporting)

2018

Amounts
in NOK million

Book
value
as of 1
January

Kiewit-Kvaerner
Contractors (KKC)

-

K2JV ANS3
ASK JV AS3

2018

Additions

Dividend

Proﬁt/
(loss)1

Other
movements2

0

Book value
as of 31
December

-

(30)

47

0

-

(107)

130

0

-

24

-

0

10

1

-

11

-

-

Currency
translation
differences

17

Other associated
companies and
jointly controlled
entities

17

-

(1)

4

(4)

0

16

Total

17

0

(138)

192

(3)

0

69

2017

Amounts
in NOK million

Kiewit-Kvaerner
Contractors (KKC)
K2JV ANS3

Book
value
as of 1
January

(1)
18

Additions

Dividend

Proﬁt/
(loss)1

Other
movements2

Currency
translation
differences

Book value
as of 31
December

-

(71)

72

-

0

-

-

(111)

94

(1)

-

0

Other associated
companies and
jointly controlled
entities

18

-

(3)

1

Total

35

-

(185)

167

Amounts
in NOK million

Business
ofﬁce

Percentage
held1

Assets

Liabilities

Equity

Revenues

Net proﬁt
/(loss)

KiewitKvaerner
Contractors
(KKC)2

Newfoundland,
Canada

50.0%

43

8

35

-

94

K2JV ANS2

Stord,
Norway

51.0%

332

284

48

1 527

256

ASK JV AS2

Stavanger,
Norway

50.0%

123

101

22

231

21

Percentage
held1

Assets

Liabilities

Equity

Revenues

Net proﬁt
/(loss)

2017
Amounts
in NOK million

Business
ofﬁce

KiewitKvaerner
Contractors
(KKC)2

Newfoundland,
Canada

50.0%

93

93

-

1 350

144

K2JV ANS2

Stord,
Norway

51.0%

825

824

1

2 705

185

1 Percentage of voting rights equals percentage held
2 Jointly controlled entity

-

(0)

17

(1)

(0)

17

1 Purpose of investment decides presentation in the income statement. Results from KKC, K2JV and ASK JV are presented
within operating revenue and other income in the income statement
2 Other movements for K2JV and ASK JV relate to cash ﬂow hedges qualifying for hedge accounting. For 2018, other
movements for other associated companies and jointly controlled entities mainly relate to reversal of write down of
receivables, recognised in proﬁt/(loss) from equity accounted investees and against receivables in the balance sheet
3 Proﬁt from K2JV and ASK JV includes accounting effect of embedded derivatives
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Note 25 Related parties
Financial reporting principles
Related parties are entities outside the Kvaerner group that are under control (directly or
indirectly), joint control or signiﬁcant inﬂuence by the owners of Kvaerner. All transactions with
related parties have been carried out as part of ordinary operations based on arms-length terms.
Related parties of Kvaerner
The largest shareholder of Kværner ASA, Aker Kværner Holding AS is owned 70 percent by Aker
ASA, which in turn is owned directly and indirectly 68.2 percent by The Resource Group TRG
AS, a company owned by Kjell Inge Røkke. All entities owned or controlled by Aker ASA and The
Resource Group TRG AS are considered related parties to Kvaerner. Non-controlling interests
with signiﬁcant inﬂuence are also considered as related parties. These entities, including Aker
Solutions, Akastor and Aker BP are referred to as Aker entities in this note.
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Other
Kvaerner ASA has entered into an agreement with employee representatives that regulates use of
grants to employee unions for activities related to professional updating. The grant in 2018 was
NOK 502 500 (2017: NOK 492 000).
Kvaerner subleases separate ﬂoors of its ofﬁces at Fornebu to related parties. See Note 16
Operating leases.
Transactions and balances with related parties
2018
Amounts in NOK million

Kvaerner operates in an industry where it is common to establish associated companies and
joint ventures to deliver large and complex projects to customers. In such arrangements two or
more suppliers have responsibility for parts of a project. The group holds stakes in associated
companies and joint ventures related to signiﬁcant projects in the portfolio, and these meet the
deﬁnition of a related party. See Note 24 Equity-accounted investees.

Income statement

In accordance with International Accounting Standards 24 Related Party Disclosures, all entities
owned or controlled by Aker ASA and The Resource Group TRG AS, associated companies and joint
ventures of Kvaerner and certain other related parties are reported as related parties to Kvaerner.

Trade and other receivables

Related party transactions with entities controlled by Aker Solutions and Akastor
Services acquired from Aker Solutions and Akastor include subcontracting, hire of personnel
and shared services, transactions which are all part of Kvaerner’s ordinary business operations.
Revenue is mainly related to sale of man hours. Pricing models vary between types of projects
and services.
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Aker entities

Joint ventures
and Associates

Total

1 333

Operating revenues

679

654

Operating expenses

(650)

(105)

(755)

Balance sheet as of 31 December
Trade and other payables

142
(127)

47
(3)

189
(131)

2017
Amounts in NOK million

Aker entities

Joint ventures
and Associates

64

892

Total

Income statement

Related party transactions with associated companies and joint ventures
Operating revenue from joint ventures is mainly sale of manhours to joint venture projects.
Operating expenses from associated entities are mainly related to rent of buildings and purchase
of manhours. See further details in Note 24 Equity-accounted investees on joint venture.

Operating revenues

Related party transactions with other related parties
Aker Pensjonskasse
Aker Pensjonskasse is a pension fund, which was established by Aker ASA to manage the
retirement plan for employees and retirees in Kvaerner as well as other Aker companies.
Kvaerner’s premiums paid to Aker Pensjonskasse amount to NOK 17 million in 2018 (2017: NOK
15 million). In addition, Kvaerner has paid equity contributions of NOK 2.8 million in 2018 to Aker
Pensjonskasse.

Trade and other receivables

Operating expenses

(576)

(82)

956
(658)

Balance sheet as of 31 December
Trade and other payables

60
(88)

169
(6)

230
(94)
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Note 26 Discontinued operations

Cash ﬂow from discontinued operations

Financial reporting principles
Non-current assets (or disposal group) whose carrying amount will be recovered principally
through a sale transaction rather than through continuing use, are classiﬁed as held for sale.

Amounts in NOK million

Cash ﬂow from operating activities

Following the sale of Kvaerner’s onshore construction business in North America in December
2013, Kvaerner does not have any remaining operations in the USA within the Downstream
& Industrials segment, and remaining legacies within the segment have been presented as
discontinued operations in the group’s ﬁnancial statements since the sale. All legacies have been
resolved by year-end 2018.

Cash transferred (to)/from parent

The results for the discontinued business is reported separately under the heading Proﬁt/(loss)
from discontinued operations in the group’s income statement.

Translation adjustments

2018

2017

(6)

20

1

(22)

2

(2)

Net increase/(decrease) in cash and bank deposits

(3)

(3)

Cash and cash equivalents at the beginning of the period

31

35

Cash and cash equivalents at the end of the period

28

31

The operating results for 2018 and 2017 reﬂect recognition of insurance recoveries of more than
net USD 2 million in 2018 and more than USD 5 million in 2017 related to the Longview Power
project.

Note 27 Subsequent events

Summary of ﬁnancial data for discontinued operations

There have been no subsequent events since year-end at the date of signing these accounts.

Amounts in NOK million

Total revenue and other income

2018
-

2017
4

Administrative and legal expenses, net of insurance recoveries

(1)

11

EBIT

(1)

16

Net ﬁnancial income/(expense)

2

Proﬁt/(loss) before tax

1

15

(1)

16

0

31

0.00

0.12

Income tax expense
Net proﬁt/(loss) discontinued operations
Basic and diluted earnings/(losses) per share (NOK)
Net assets

59

(34)

(1)

(37)
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Income statement 01.01 - 31.12
Amounts in NOK thousands

Note

2018

2017

Operating revenue

2

30 005

29 431

Operating expenses

2

(34 594)

(36 073)

(4 589)

(6 642)

3

(10 502)

(32 179)

(15 091)

(38 821)

Operating loss
Net ﬁnancial items
Proﬁt/(loss) before tax
Tax income/(expense)
Net proﬁt/(loss)

4

625
(14 466)

6 792
(32 029)

Net proﬁt/(loss) for the year are distributed as follows:
Proposed dividend
Transferred from other equity
Net proﬁt/(loss)

269 000

-

(283 466)

(32 029)

(14 466)

(32 029)
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Balance sheet as of 31 December
Amounts in NOK thousands

Note

2018

2017

Assets

Amounts in NOK thousands

2018

Note

2017

Liabilities and shareholders’ equity

Deferred tax asset

4

58 932

58 080

Investments in group companies

5

4 918 771

6 843 335

Non-current interest-bearing receivables from
group companies

1 021 360

23 290

Total non-current assets

5 999 063

6 924 705

7

Other current receivables from related parties

7

-

1 378

Other current receivables

9

5 561

9 269

Cash and cash equivalents

7

53 313

Total assets

Share premium reserve
Other equity

Non-interest bearing receivables from group
companies

Total current assets

Issued capital

13 409

7 411

91 460

91 460

729 027

729 027

3 243 669

3 524 053

Total equity

6

4 064 156

4 344 540

Non-current liabilities

8

10 337

6 083

10 337

6 083

Total non-current liabilities
Interest-bearing current liabilities to group
companies

7

1 586 447

2 503 509

48 773

Provision for dividend

6

269 000

-

72 283

66 831

Other current liabilities to related parties

7

1 603

-

6 071 346

6 991 536

Other current liabilities

9

139 803

137 404

Total current liabilities

1 727 853

2 640 913

Total liabilities and shareholders' equity

6 071 346

6 991 536

Fornebu, 11 February 2019
The Board of Directors and the President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Jan Arve Haugan
Hauga
Director

Thorhild Widvey
Director

Kjell Inge Røkke
Director

Rune Rafdal
Director

Ståle K
Knoff
Johansen
Stål
ff J
h
Director

Bernt Harald Kilnes
Director

Karl-Petter
rl-Petter Løken
Løke
President
resident & CEO

Lone
one Fønss Schrøder
Director
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Cash ﬂows 01.01–31.12
Amounts in NOK thousands

Note

Proﬁt/(loss) before tax

2018
(15 091)

Taxes paid

(227)

Changes in liabilities

7 369

2017
(38 821)
(6 341)

Changes in other net operating assets

(1 054)

(11 709)

Non-cash effect on group hedging

(3 018)

(13 403)

Amortisation of loan costs

3 771

Net cash from operating activities

(8 250)

Increase/(decrease) in long term borrowings to group companies
Share purchase for the variable pay program, net of refund from subsidiaries
Net cash from ﬁnancing activities
Net increase (decrease) in cash and bank deposits

10 520
6, 8

3 724
(66 550)
57 344

2 268

3 761

12 788

61 105

4 539

(5 445)

Cash and bank deposits at the beginning of the period

48 773

54 218

Cash and bank deposits at the end of the period

53 313

48 773
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Notes to the ﬁnancial statements
Note 1

Accounting principles

Kværner ASA was incorporated on 12 January 2011 and is domiciled in Norway. Kværner ASA’s
registered ofﬁce address is Oksenøyveien 10, 1366 Lysaker, Norway. Kværner ASA is listed on
Oslo Stock Exchange.
The ﬁnancial statements are prepared in accordance with Norwegian legislation and Norwegian
generally accepted accounting principles. The functional and presentation currency is Norwegian
kroner (NOK).
Foreign currency translation
Transactions in foreign currency are translated at the rate applicable on the transaction date.
Monetary items in a foreign currency are translated into NOK using the exchange rate applicable
on the balance sheet date. Foreign currency exchange impacts are recognised in the income
statement as they occur.
Revenue recognition
Operating revenue comprise parent company guarantees recharged entities within the group. The
revenue is recognised over the guarantee period.
Tax
Tax income/(expense) in the income statement comprises current tax and change in deferred tax.
Deferred tax is calculated at 22 percent of temporary differences between accounting and tax
values as well as any tax losses carried forward. Deferred tax assets are only recognised to the
extent it is probable it can be utilised against future taxable proﬁts.
Classiﬁcation and valuation of balance sheet items
Current assets and current liabilities include items due within one year or items that are part of
the operating cycle. Other balance sheet items are classiﬁed as non-current assets/debt.
Current assets are valued at the lowest of cost and fair value. Current debt is valued at nominal
value at time of recognition.
Non-current debt is initially valued at transaction value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing long-term debt is recognised at amortised cost
with any difference between cost and redemption value being recognised in the income statement
over the period of the borrowing on an effective interest basis.
Accounts receivable and other current receivables are recognised in the balance sheet at nominal
value less provisions for doubtful accounts.

Variable pay programme
Executives in the group receive remuneration in the form of a variable pay program. One part
of the program is a short term employee beneﬁt and is recognised at estimated value over the
period the employee must work to receive the incentive.
In addition the employee is entitled to a matching element that is paid in the form of Kvaerner
ASA shares. The monetary amount of the earned bonus is converted to a corresponding number
of shares based on the market value of the shares 30 April in the year after the award is granted.
The shares are delivered to the employee three years after the grant date based upon continued
employment. Kvaerner ASA hold the shares presented as treasury shares until they are distributed
to the eligible employees.
Investment in subsidiaries and associates
Subsidiaries and investments in associates are measured at cost in the company accounts, less any
impairment losses. The investments are impaired to fair value if the impairment is not considered
temporary. Impairment losses are reversed if the basis for the impairment loss is no longer
present.
Dividends, group contributions and other distributions from subsidiaries are recognised in
the same year as they are recognised in the ﬁnancial statement of the provider. If dividends
or group contribution exceed withheld proﬁts after the acquisition date, the excess amount
represents repayment of invested capital, and is recognised as a reduction in carrying value of the
investment.
Cash in cash pool system
Kværner ASA has a cash pool that includes parent company’s cash as well as net deposits from
subsidiaries in the group cash pooling system owned by parent company. Correspondingly, the
parent company’s current debt to group companies will include their net deposits in the group’s
cash pool system.
Share capital
Cost related to purchase and sale of treasury shares are accounted for directly against equity,
including any transactions costs.
Cash ﬂow
The cash ﬂow is presented using the indirect method. Cash and cash equivalents include cash,
bank deposits and other short-term liquid investments.
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Operating revenue and operating expenses

Note 4

Operating revenue relates to parent company guarantees recharged entities within the Kvaerner
group and related parties, as recognised over the guarantee period.
There are no employees in Kværner ASA and hence no salary or pension related costs, and no
loans or guarantees related to the executive management team. Group management and staff are
employed by other Kvaerner companies. Parent company costs are recharged to Kværner ASA.
Fees to KPMG for statutory audit of the parent company and consolidated accounts amounted to
NOK 0.8 million (2017: NOK 0.9 million) which relates to ordinary audit fees excluding VAT.

Tax

Amounts in NOK thousands

2018

2017

Taxable income
Proﬁt/(loss) before tax

(15 091)

(38 821)

Interest deduction limit

10 860

29 826

Permanent differences1
Change temporarily differences
Taxable income/(loss)

NOK 2.9 million (2017: NOK 3.1 million) has been allocated to payable fees to the Board of
Directors for 2018.

65

(258)

-

(5 561)

-

(10 050)

(8 995)

Temporary differences and deferred tax
See Note 5 Employee beneﬁt expenses in the group accounts for further details regarding
remuneration of the Board of Directors and President & CEO.

Note 3

Other (Prepaid fees)
Tax losses carried forward due to interest deduction limit

Net ﬁnancial items

Interest income from group companies

19 721

2017
4 159

Interest expense to group companies

(33 131)

(35 072)

Net interest group companies

(13 410)

(30 913)

22 630

21 174

(20 079)

(20 087)

External interest income
External interest expense
Net interest external
Net other ﬁnancial items
Net ﬁnancial items

1

2 551
357
(10 502)

1 External interest expense reﬂects amortised prepaid fees and commitment fee related to the credit facility

1 087

(69 508)

Tax losses carried forward

(193 063)

(183 013)

Total temporary differences

(267 870)

(252 521)

Deferred tax asset

2018

Amounts in NOK thousands

5 561
(80 368)

58 931

58 080

3 471

9 317
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-

Tax income
Expected Income taxes
Tax effect permanent differences
Paid witholding tax
Effect of change in tax rate
Total tax income in income statement
Effective tax rate

(227)
(2 679)

(2 525)

625

6 792

4%

17%

1 Permanent differences in 2018 relate to payment on loan previously written down

(2 353)
(32 179)

Deferred tax asset is recognised as it is considered probable that tax losses carried forward can
be utilised within the Kvaerner group’s Norwegian entities.
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Investments in group companies

Amounts in NOK thousands

Registered
ofﬁce

Kværner Holding AS

Bærum,
Norway

Note 6

Share
capital

Number of
shares held

Book
value

Percentage owner-/
voting share

1 010

10 000

4 918 771

100%

Shareholders’ equity

Amounts in NOK thousands

Equity as of 31 December 2016

Kværner Holding AS results 2018

Proﬁt/(loss) for the period

1

Equity as of 31 December 20181

987 074
5 476 972

Share
capital

Share
premium

Other
equity

Total

3 546 583

4 367 070

91 460

729 027

Treasury shares - Variable pay
programme

-

-

Proﬁt/(loss) for the period

-

-

Equity as of 31 December 2017
Amounts in NOK thousands
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91 460

729 027

Treasury shares - Variable pay
programme

-

-

Proﬁt/(loss) for the period

-

-

Proposed dividend
Equity as of 31 December 2018

-

-

91 460

729 027

9 499
(32 029)
3 524 053
3 082
(14 466)
(269 000)
3 243 669

9 499
(32 029)
4 344 540
3 082
(14 466)
(269 000)
4 064 156

1 Based on preliminary reporting

Book value of the investment in Kværner Holding AS has been reduced by NOK 1 924 million in
the year following dividend distribution.

The share capital of Kværner ASA is divided into 269 000 000 shares with a par value of NOK
0.34.
Treasury shares held at year-end totalled 1 113 079 shares with a nominal value of NOK 0.34.

Impairment test
The impairment test is following a value in use methodology, and performed by comparing the
carrying value of the investment with estimated value of equity for Kvaerner group excluding
Kværner ASA based on value in use calculations. In these calculations, management has made
assumptions regarding future performance of the subsidiaries, associates and other investments
of the company, which in turn requires assumptions on current and future projects.
See Note 11 in the group accounts for further details on key assumptions used in the impairment
test.
Calculated recoverable amount exceeds book value of the shares, hence no impairment is
recorded as per year-end 2018.
The calculations are sensitive to key assumptions such as revenue and margin levels in the
subsidiaries and other investments of Kværner Holding AS.
Compared to assumptions used in the testing, a combination of 10 percent revenue reduction,
1 percentage point EBITDA margin reduction and 1.2 percentage points increase in post-tax
discount rate could occur without need for impairment of the investment in Kværner Holding AS.

Note 7

Receivables and borrowings from group companies and related parties

Amounts in NOK thousands

Kværner ASA bank deposits
Restricted cash
Total cash in cash pool system
Interest-bearing current liabilities to group companies1

2018

2017

52 216

47 685

1 097

1 088

53 313

48 773

(1 586 447)

(2 503 509)

1 Interest-bearing current liabilities to group companies reﬂect subsidiaries’ net deposits in the group’s cashpool system

Current receivables/liabilities to group companies and related parties represent fair value of
hedging instruments.
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Non-current liabilities

Amounts in NOK thousands
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Note 10 Interest-bearing liabilities

2018

2017

This note provides information about the contractual terms of Kværner ASA’s interest-bearing
loans and borrowings which are measured at amortised cost. For more information about Kværner
ASA’s exposure to interest rates, foreign currency and liquidity risk, see Note 12 Financial risk
management and exposures.

Debt to Kvaerner employees for matching shares1

(10 337)

(6 083)

Total non-current liabilities

(10 337)

(6 083)

Bank debt
The revolving credit facility agreement of 8 July 2015 is a revolving credit facility of NOK 2 000
million, maturing in July 2020. The facility is provided by a syndicate of high quality international
banks. The revolving credit facility was undrawn during 2018 and as per 31 December 2018.
The terms and conditions include restrictions which are customary for these kind of facilities,
including inter alia negative pledge provisions and restrictions related to acquisitions, disposals
and mergers. There are also certain provisions of change of control included in the agreement.
There are no restrictions for dividend payments. The facility is unsecured.

2017

The ﬁnancial covenants are based on three sets of key ﬁnancial ratios; an equity ratio based
on consolidated total borrowings/consolidated total equity, a cash covenant calculated by
consolidated total borrowings less consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage ratio based on consolidated EBITDA/
consolidated ﬁnance costs. The ﬁnancial covenants are tested on a quarterly basis. As of
31 December 2018 the company is in compliance with all covenants. The margin applicable to the
facility is based on a price grid determined by the gearing ratio.

1 Reference is made to Note 5 in the group accounts for further details related to the variable pay programme

Note 9

Other current receivables and current liabilities

Amounts in NOK thousands

Other current receivables

2018
5 561

9 269

Other current liabilities

(139 803)

(137 404)

Net other current receivables and liabilities

(134 242)

(128 135)

Net other current receivables and other current liabilities include unrealised forward exchange
contracts with external counterparties, see also Note 12 Financial risk management and
exposures. Other current liabilities include debt to Kvaerner employees for matching shares
related to incentive programme.

See Note 17 and Note 20 in the group accounts for further details.

Note 11 Guarantees

Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total

2018

2017

44 033

43 246

2 231

1 767

46 264

45 013

The guarantees/surety bonds are issued under contractual obligations with third parties, hence
these are not included in Kværner ASA accounts as liabilities.
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Note 12 Financial risk management and exposures

Note 13 Shareholders

Foreign exchange
Kværner ASA’s currency contracts with subsidiaries as of 31 December 2018 have a notional
value of NOK 656 million. Hundred percent of contracts are hedged back-to-back with external
banks.

Shareholders with more than one percent shareholding as of 31 December

Currency exposure from equity investments in foreign currencies is only hedged when speciﬁcally
instructed by management.

2018
Amounts in NOK thousands

Fair value of forward exchange
contracts with group companies
Fair value of forward exchange
contracts with related parties
Fair value of forward exchange
contracts with external
counterparts
Total

2018
Number of
shares held

Ownership
percent

110 333 615

41.02

42 735 434

15.89

5 794 016

2.15

4 339 693

1.61

HANDELSBANK NORDISKA SMABOLAGSFOND

4 328 270

1.61

ARCTIC FUNDS PLC

4 202 212

1.56

X

3 939 485

1.46

3 812 023

1.42

JPMORGAN CHASE BANK, N.A., LONDON

X

3 405 163

1.27

JP MORGAN BANK LUXEMBOURG S.A.

X

2 930 721

1.09

Company

Nominee

AKER KVÆRNER HOLDING AS
NORTH SEA STRATEGIC INVESTMENTS AS

Currency risk and balance sheet hedging
Assets

CATELLA HEDGEFOND

2017

Liabilities

Assets

Liabilities

16 318

(2 908)

12 955

(5 543)

-

(1 603)

1 488

(110)

CITIBANK, N.A.

RAIFFEISEN BANK INTERNATIONAL AG

X

HOLBERG NORGE

3 037

(14 843)

5 654

(14 442)

19 355

(19 355)

20 096

(20 096)

Interest rate risk
The company is exposed to changes in interest rates because of ﬂoating interest rate on loan
receivables and loan payables. The company does not hedge transactions exposure in ﬁnancial
markets, and does not have any ﬁxed interest rate loan receivables nor loan payables. The
company is therefore not exposed to fair value risk on its outstanding loan receivables or loan
payables. Interest bearing loan receivables and loan payables expose the company to income
statement and cash ﬂow interest rate risk.
Credit risk
Credit risk relates to loans to subsidiaries and associated companies, hedging contracts,
guarantees to subsidiaries and deposits with external banks and related parties. Loans to
subsidiaries are assessed by the internal credit committee. Loss provisions are made in situations
of negative equity and where the company is not expected to be able to fulﬁl its loan obligations
from future earnings. External deposits and forward contracts are done according to a list of
approved banks and primarily with banks where the company also have a borrowing relation.
Liquidity risk
Liquidity risk relates to the risk that the company will not be able to meet its debt and guarantee
obligations and is managed through maintaining sufﬁcient cash and available credit facilities.
Development in the group’s and thereby Kværner ASA’s available liquidity, is continuously
monitored through weekly and monthly cash forecasts, annual budgets and long-term planning.
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Declaration by the Board of Directors and President & CEO
The Board of Directors and the President & CEO of Kværner ASA have today considered
and approved the annual report and ﬁnancial statements for the 2018 calendar year
ended on 31 December 2018 for the Kvaerner group and its parent company Kværner
ASA.
The Board has based this declaration on reports and statements from the President & CEO
of Kværner ASA, on the results of the group’s activities, and on other information that is
essential to assess the group’s position.

We conﬁrm to the best of our knowledge that:

>
>
>

The 2018 ﬁnancial statements for the group and parent company have been prepared
in accordance with all applicable accounting standards
The information provided in the ﬁnancial statements gives a true and fair view of the
group’s assets, liabilities, proﬁt and overall ﬁnancial position as of 31 December 2018
The annual report provides a true and fair overview of:
– the development, proﬁt and ﬁnancial position of the group and parent company
– the most signiﬁcant risks and uncertainties facing the group and the parent company

Fornebu, 11 February 2019
The Board of Directors and the President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Jan Arve Haugan
Hauga
Director

Thorhild Widvey
Director

Kjell Inge Røkke
Director

Rune Rafdal
Director

Ståle
Knoff
Johansen
Stål K
ff J
h
Director

Bernt Harald Kilnes
Director

Karl-Petter
rl-Petter Løken
Løke
President
resident & CEO

Lone
one Fønss Schrøder
Director
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Board of Directors

Leif-Arne Langøy

Kjell Inge Røkke

Jan Arve Haugan

Thorhild Widvey

Chairman

Director

Director

Director

Leif-Arne Langøy (born 1956) is chairman of the
board for DNV GL Group AS and Sparebanken
Møre. Mr Langøy has gained senior executive
experience from several companies, including as
President & CEO of Aker Yards and Aker ASA. Mr
Langøy has extensive experience as the chairman of non-executive boards from a number of
different industrial companies. Mr Langøy holds
M.Sc. in economics from the Norwegian School of
Economics in Bergen, Norway. He holds 44 827
shares in Kværner ASA through a privately
owned company, and has no stock options. Mr
Langøy is a Norwegian citizen. He has been
elected for the period 2017–2019.

Kjell Inge Røkke (born 1958) is an entrepreneur
and industrialist, and has been a driving force
in the development of Aker since the 1990’s.
Through his company The Resource Group
TRG AS, Mr Røkke owns 68.18 percent of Aker
ASA which owns 70 percent of Aker Kværner
Holding AS, which again owns 41.02 percent of
Kværner ASA. He is chairman of Aker ASA and
is board member of Aker BP ASA, Ocean Yield
ASA and several privately held companies. He
holds no shares in Kværner ASA, and has no
stock options. Mr Røkke is a Norwegian citizen.
He has been elected for the period 2017–2019.

Jan Arve Haugan (born 1957) is CEO in Aker
Energy AS. Mr Haugan started his professional
career in the Norwegian construction company
F. Selmer (now Skanska) and worked as project
consultant in Terra Mar Project Management
before he joined the Norwegian industrial
conglomerate Norsk Hydro as chief engineer in
1991. He served in several leading positions
in Hydro’s oil and gas projects and operations
as well as in Hydro’s aluminium business. From
2007 to 2009 he was director of Technology
and Global Smelter Operations. In 2009 he
became CEO of Qatar Aluminium Ltd (Qatalum),
a 50/50 joint venture between Qatar Petroleum
and Hydro Aluminium. Qatalum is one of the
largest primary aluminium plants built in one
phase. Mr Haugan was Hydro’s project owner
and technology provider for Qatalum in Hydro,
before joining Qatalum as CEO. Mr Haugan was
President & CEO of Kvaerner ASA from 2011
to 2018, when he stepped down to assume his
current role as CEO of Aker Energy AS. Jan Arve
Haugan holds a M.Sc. in construction management from the University of Colorado at Boulder,
USA. Mr Haugan and related parties hold 194
843 shares in Kværner ASA. Mr Haugan is a
Norwegian citizen. He has been elected for the
period 2018–2020.

Thorhild Widvey (born 1956) was Minister
of culture from 2013 to 2015 and Minster of
Petroleum and Energy from 2004 to 2005. Ms
Widvey was state secretary in the Norwegian
Ministry of Foreign Affairs from 2003 to 2004
and in the Norwegian Ministry of Fisheries from
2002 to 2003. Prior to this she was a Member
of Parliament (Stortinget) from 1989 to 1997,
representing Høyre (the Conservative Party of
Norway). Ms Widvey is chair of the Board in
Statkraft AS; and has previous held a number
of board positions both in privately and stock
listed companies, including e.g. Hitec Vision AS
(2006 to 2015); ENI Norway AS (2007 to 2015),
Aker Drilling ASA (2005 to 2006), Oslo Havn KF
(2012 to Oct. 2013) and Aker Philadelphia Shipyard AS (2011 to Oct. 2013) and Sjømannskirken (Norwegian Church Abroad) (2006 to Oct.
2013). Ms Widvey holds no shares in Kværner
ASA, and has no stock options. Ms Widvey is a
Norwegian citizen. She has been elected for the
period 2018–2020.
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Lone Fønss Schrøder

Bernt Harald Kilnes

Rune Rafdal

Ståle Knoff Johansen

Director

Director

Director

Director

Ms Fønss Schrøder previously served as Director on the Board of Kværner ASA from 2011–
2013. She has held several senior management
positions in A.P. Møller-Maersk A/S, was CEO
and president of Wallenius Lines AB, and has
board experience from e.g Aker Solutions ASA,
Akastor ASA, Volvo AB, Vattenfall AB, and Ikea
group. She is chair of Saxo Bank, senior advisor
for Credit Suisse and developper and co-ower
of FinTech. She is chair of the audit committee
in Akastor ASA, Volvo AB and Valmet OY. Ms
Fønss Schrøder is Master in laws, LL.M. from
the University of Copenhagen, and is economist
from Copenhagen Business School. She holds no
shares in Kværner ASA, and has no stock options. Ms Fønss Schrøder is a Danish citizen. She
has been elected for the period 2018–2020.

Bernt Harald Kilnes (born 1949) was elected
by the employees of Kvaerner to the Board
of Directors in June 2011. Mr Kilnes has been
employed by Kvaerner since 1989 and is a
group union representative for white-collar employees on a half-time basis and has served on
the boards of Kværner ASA, Aker Kværner ASA
and Aker Verdal AS. Mr Kilnes holds degrees
within telecommunication as well as economics
and business administration. He holds 28 146
shares in Kværner ASA, and has no stock options. Mr Kilnes is a Norwegian citizen. He has
been elected for the period 2017–2019.

Rune Rafdal (born 1963) was elected by the employees of Kvaerner to the Board of Directors
in June 2011. Mr Rafdal has been employed
by Kvaerner since 1980 and has been a local
union representative for Aker Stord AS and
Kværner Stord AS on a full-time basis since
1996, a group union leader since 2005 and
served several periods on the boards of Aker
Stord AS and Aker Kværner Stord AS during the
period between 2000 and 2011. Mr Rafdal is
a sheet metal worker and holds a certiﬁcate of
apprenticeship in the sheet metal discipline. He
holds 6 329 shares in Kværner ASA, and has no
stock options. Mr Rafdal is a Norwegian citizen.
He has been elected for the period 2017–2019.

Ståle K. Johansen (born 1968) was elected by
the employees of Kvaerner to the Board of
Directors in June 2011. Mr Johansen has been
employed by Kvaerner since 1986 and has been
a local union representative for Aker Verdal
AS and Kværner Verdal AS on a full-time basis
since 2010 and served on the boards of Aker
Verdal AS and Kvaerner Verdal AS. Mr Johansen
is a welder and sheet metal worker and holds
a certiﬁcate of apprenticeship in the welding
discipline. He holds 10 381 shares in Kværner
ASA, and has no stock options. Mr Johansen is a
Norwegian citizen. He has been elected for the
period 2017–2019.

COMPANY INFORMATION

Company information

Kværner ASA
Oksenøyveien 10,
1366 Lysaker
Postal address:
P.O.Box 74
NO-1325 Lysaker
Telephone: +47 21 08 90 00
e-mail: ir@kvaerner.com
www.kvaerner.com

COPYRIGHT AND LEGAL NOTICE Copyright in all published material including photographs, drawings and images in this publication
remains vested in Kvaerner and third party contributors to this publication as appropriate. Accordingly, neither the whole nor any
part of this publication can be reproduced in any form without express prior permission. Articles and opinions appearing in this
publication do not necessarily represent the views of Kvaerner. While all steps have been taken to ensure the accuracy of the
published contents, Kvaerner does not accept any responsibility for any errors or resulting loss or damage whatsoever caused and
readers have the responsibility to thoroughly check these aspects for themselves. Enquiries about reproduction of content from
this publication should be directed to Kværner ASA.
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BOARD OF DIRECTORS’ REPORT

Board of Directors' report 2017

Operational highlights
New contracts secured
Offshore hook-up of the riser platform for the Johan
Sverdrup ﬁeld
Decommissioning contract from Saipem to dismantle and
recycle a North Sea platform
NOK 5 billion contract from Statoil for the complete
upgrade of the Njord A platform
FEED study for Statoil on Johan Sverdrup Phase 2 for P2
Jacket
Framework agreement with Aker BP for construction and
hook-up of ﬁxed offshore platforms
Decommissioning contract with A/S Norske Shell for
disposal and demolition of the subsea compression pilot
at Nyhamna
Engineering and marine operations to tow out and
install Husky Energy’s West White Rose concrete gravity
structure
Construction of a permanent caisson support structure for
the Yme New Development project, for Repsol Norge AS
NOK 1 billion contract for delivery of topside and steel
jacket substructure for Valhall Flank West
Contract with Nord Stream 2 AG for delivery of onshore
facilities for a new Russian gas export pipeline

>
>
>
>
>
>
>

>
>
>

Key project milestones and deliveries
Nyhamna: main scope related to expansion of gas facility
completed within 2017 as planned, close-out activities
and assistance to Shell continue into 2018

>

>
>
>
>
>
>
>

Johan Sverdrup riser platform jacket: completed on
schedule in June with sail-away from Verdal in July
Johan Sverdrup drilling platform jacket: all four roll-ups
completed as planned, three out of four pile clusters in
place
Johan Sverdrup process platform jackets: two roll-ups
completed, three out of four pile clusters assembled
Johan Sverdrup utility and living quarter topside (ULQ):
the majority of prefabricated modules pre-assembled
and lifted in place, and load-out to barge completed in
November as planned
Hebron: platform tow-out and set-down completed midJune, with ﬁrst oil achieved late November
Njord A: dock phase at Stord completed and platform
towed out of dock as planned in September
Aasta Hansteen: SPAR sub-structure arrived at Stord
mid-July, topside arrived in December for mating at
Kvaerner’s deep water facilities in Digernessundet, Stord

Strategic development
Kvaerner expects that the market for delivery of new
offshore platforms will be characterised by a reduced
share of large installations, and a higher share of medium
and smaller platforms. The customers are increasingly
interested in contractors who can offer industrialised
concepts which contribute to reduced costs.
Kvaerner has therefore strategically increased efforts
to develop more standardised solutions and delivery
models. The contract with Aker BP to deliver a platform for

the Valhall West Flank is one example of a breakthrough
for Kvaerner’s development of simple, smaller platform
concepts.
Several improvement initiatives launched over recent
years have been successfully concluded in 2017, and the
cost level for upcoming projects has typically been reduced
by more than 20 percent. Continuous improvement has
become part of normal operations, and through 2017
Kvaerner has taken steps to further reduce costs and
increase productivity and quality. In addition, ongoing
projects have successfully proven the competitive effect of
sourcing certain components from international low cost
suppliers. Reﬁnement of this cost effective delivery model
will be key in the strategic development throughout 2018,
as this is vital for Kvaerner’s competitive position.
Whilst delivery of new-build offshore installations
remains Kvaerner’s core market, systematic steps are being
taken in parallel to develop business in adjacent segments.
Examples of such business include the upgrade of existing
platforms, such as the ongoing Njord A project, or work at
onshore plants, such as the project at Nyhamna. Experience
data from the use of robotisation and automatisation in
current projects has been analysed, and forms part of the
foundation for a strategy to step up digitalisation as a tool
to further increase competitiveness. Investment in digital
systems will continue through 2018 and beyond, and will
be integrated into the majority of Kvaerner’s activities.
The foundation of Kvaerner’s competitive position is the
combination of effective yard facilities at Stord and Verdal,

BOARD OF DIRECTORS’ REPORT

together with employees with industry leading skills and
experience. In 2017 the company has continued to invest
in upgrading its facilities. The One Kvaerner Academy has
been established and will be rolled out through 2018 as
an umbrella covering all internal training. This coordinated
approach to training and sharing of best practices will
increase Kvaerner’s competitiveness and strengthen its
ability to retain and attract the most talented people.
In addition to organic strategic development, Kvaerner
will also consider selected structural measures to grow
and create an even more robust company, if the right
opportunities arise.

Business overview
Principle operations
Kvaerner is one of the industry’s market leaders for
delivery of complete offshore platforms and onshore plants
for oil and gas upstream projects. The company has been
a key contractor for around 70 percent of the platform
development projects on the Norwegian continental shelf.
Kvaerner has also delivered a number of challenging
offshore projects elsewhere in the world.
The track record includes 46 steel jackets delivered in
45 years. For concrete substructures to ﬁeld developments
globally, Kvaerner is the undisputed market leader with
two dozen reference projects. Kvaerner has also been a key
contractor for seven out of the seven largest onshore oil
and gas plants in Norway.
In addition, Kvaerner has been a front runner for
establishing the ﬁrst purpose-built facility for effective and
environmentally friendly decommissioning and recycling
of offshore platforms after shut down. The company has
extensive experience from decommissioning of offshore
installations from both the Norwegian and UK continental
shelf, with a recycling rate of more than 99 percent.
Kvaerner has a particularly strong position for projects
where engineering, procurement and construction (EPC) are
integrated in one contract. With the technical complexity
of large oil and gas installations with a relatively short
schedule for delivery, there are few contractors world-wide
who have credible expertise for such complete deliveries.
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The more efﬁcient matrix-based organisational structure
which was introduced in 2016 has been fully leveraged
in 2017 to ensure effective use of common resources
across Kvaerner and to provide the best possible support
to Kvaerner’s projects. The execution of all key projects
are organised as one of the three operational areas’
responsibility:
Process Solutions: Responsible for delivering contracts
for platform topsides and onshore facilities. Current
projects include execution of the Johan Sverdrup ULQ
project, the Nyhamna Onshore project, and the EPC
upgrade of the Njord A platform
Structural Solutions: Responsible for steel jacket
substructure projects, including three jackets for the
Johan Sverdrup ﬁeld development. Also responsible for
Kvaerner’s Subsea on a Stick® concept and the high-tech
piping technology unit which is integrated in the facility
in Verdal. Current projects include two EPC contracts
for jackets to the Johan Sverdrup ﬁeld, FEED study
for Statoil on Johan Sverdrup Phase two P2 Jacket,
the topside and steel jacket substructure for Valhall
Flank West, plus several smaller projects within piping
technology
Concrete & New Solutions: Responsible for concrete
marine structures projects. Also responsible for hook-up,
completion, decommissioning and business opportunities
in adjacent segments. Current projects include studies for
customers related to Kvaerner’s concepts for Arctic LNG,
assistance for hook-up and commissioning related to the
Aasta Hansteen platform, and the offshore hook-up of
the Johan Sverdrup riser platform. The dismantling and
recycling of a North Sea platform, the marine operations
for the West White Rose concrete gravity structure
offshore Canada, the Nord Stream 2 project and study
work for offshore wind power projects are also part of
the ongoing activities

>
>

>

Strategic partnerships and use of subcontractors
Kvaerner’s business model includes a clear strategy to use
long term partners and subcontractors in order to optimise
the value chain for its project delivery models. The joint
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venture with KBR as a partner for the ongoing Johan
Sverdrup ULQ topside contract, and the wellhead platform
alliance established in 2017 with Aker BP, Kvaerner, ABB
and Aker Solutions, illustrates potential synergy effects
of such partnerships. Kvaerner has a continuous focus to
develop and build on effective and ﬂexible delivery models,
and optimise contributions from external partners.
Project Execution Model
Kvaerner’s Project Execution Model PEMTM is based on
40 years’ experience with complex oil and gas industry
projects. The model is continuously improved by including
learnings and experiences from execution of EPC projects.
The PEMTM ensures that the work progresses in a controlled
manner and that Kvaerner meets its business objectives.
Consequently, the PEMTM contributes to maintain Kvaerner’s
record of safe and successful project execution.

The Kvaerner PEMTM shall safeguard safety, the
environment, quality and cost efﬁciency by securing:
Quality in deliveries by proper quality planning,
assurance and control throughout the value chain, where
strong efforts shall be invested in the early phases
giving optimum return on investment
Continuous improvement of processes and products.
Lessons learnt from previous projects are always taken
into account
Predictability in project execution and operations by
using standard and transparent methodology well known
to the teams
Coordinated efforts across disciplines based on
understanding of interactions between work processes
Control of internal and external interfaces as a
foundation for a successful project execution
Effective management within the deﬁned scope, quality,
resources (time and budget) and risk criteria
That appropriate governance and control are developed,
executed and monitored throughout the project’s lifetime

>
>
>
>
>
>
>
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Markets and target regions
Markets
The fundamental driver for Kvaerner’s business is global
demand for oil and gas. In recent years, the dynamics in
the oil and gas industry have been highly volatile, with an
oversupply of both oil and gas. As a consequence, oil and
gas prices have fallen signiﬁcantly below the levels seen
in 2013 and 2014. Despite the uptick in oil price during
2016−17, several analysts now suggest a lower-for-longer
oil price scenario and oil companies have lowered their
planning prices. As a result, some ﬁeld developments
have been postponed. For those developments still being
pursued, commercial terms and conditions are under
signiﬁcant pressure. Competition remains ﬁerce, both from
Norwegian and international companies. Overall greenﬁeld
capex spend has fallen in recent years, though this decline
now seems to have levelled out. Compared to one year ago,
tendering activity is notably higher.
Target regions
Kvaerner’s traditional home market, the North Sea, is
evolving as the Norwegian continental shelf is becoming
more mature. As a consequence, more tie-ins and associated
host platform modiﬁcations are anticipated in the North
Sea and Norwegian Sea. Gradually, Kvaerner expects to
see more opportunities in the Barents Sea and, thus, an
increasing share of ﬂoating production facilities relative
to ﬁxed platforms.
Kvaerner offers effective execution of challenging
projects, particularly for developments in regions with
harsh weather conditions. Geographically, Kvaerner has
a strong position for oil and gas projects in the North
Sea, Canada and Russia. For the market in Russia, the
geopolitical situation with trade restrictions may limit
some opportunities.
Kvaerner has a network of ofﬁces around the world
for studies and business development. Outside Norway,
Kvaerner currently has ofﬁces in London, UK; Houston,
USA; Moscow, Russia; St. John’s, Canada; Beijing, China and
Ulvila, Finland. In Norway, Kvaerner has facilities in Verdal,
Trondheim, Molde, Stord and Fornebu.
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Market segments
Kvaerner remains focused on upstream oil and gas projects,
and pursue opportunities within the following market
segments:
EPC projects for ﬁxed and ﬂoating oil and gas production
facilities
EPC projects for steel and concrete substructures for
offshore platforms
EPC projects for onshore oil and gas upstream facilities
EPC projects for larger rebuilds/refurbishment of
offshore platforms/onshore plants
Separate contracts for assembly, hook-up, completion,
commissioning of offshore platforms and onshore plants
Separate contracts for engineering, procurement,
fabrication or project managemens related to offshore
platforms or onshore plants
Unmanned wellhead platforms for tieback of satellite
ﬁelds and reservoirs
Major modiﬁcations and redeployments of offshore
facilities
Decommissioning of offshore installations
Kvaerner also monitors other segments in which
its competence and experience from the oil and gas
industry may be relevant, such as offshore wind and ﬁsh
farming.

>
>
>
>
>
>
>
>
>
>

Objectives and strategic direction
Kvaerner’s ambition is to support oil companies in
developing their most challenging projects.
Kvaerner’s mission as a supplier in this industry is clear:
Kvaerner makes it possible for its customers to realise the
world’s most amazing and demanding projects. Kvaerner
makes it possible for clients and societies to realise energy
projects for prosperity, in balance with a target of zero
harm to people, property and the environment.
Strategic direction
With lower oil prices and signiﬁcant pressure on
commercial terms and conditions, Kvaerner continues its
efforts to further improve competitiveness. Kvaerner has a
strong track record of delivery on time and with expected

quality and will continue its focus on improving the
company’s delivery model and cost position. The company
has seen positive effects of this during recent years and
expects to see further beneﬁts from these efforts when
bidding for projects in 2018 and onwards.
Against this background, Kvaerner’s focus for the coming
years is to:
Successfully execute its existing backlog
Continue cost and operational improvement initiatives
Achieve a proﬁtable development of business
opportunities in adjacent market segments
Gradually strengthen its position as a leading EPC player

>
>
>
>

Report for 2017
Financials
Kvaerner presents its accounts in accordance with
International Financial Reporting Standards (IFRS), as
adopted by the EU. Unless otherwise speciﬁed, ﬁgures in
brackets represent ﬁgures for the previous year (2016).
Proﬁt and loss
Consolidated operating revenue for 2017 was NOK 6 536
million (NOK 7 896 million). Lower revenue compared to
2016 is mainly due to lower activity within operational
areas Process Solutions and Structural Solutions.
Earnings before interest, taxes, depreciation,
amortisation and impairment (EBITDA) were NOK 799
million for 2017 (NOK 629 million).
The group’s key measure of ﬁnancial performance is
Adjusted EBITDA. Adjusted EBITDA excludes impact of
embedded foreign currency derivatives reported in jointly
controlled entities closely related to Kvaerner’s operating
activities. Refer to Note 4 Operating segments (page 26) to
see how the adjusted EBITDA measure is derived from the
consolidated ﬁnancial statements.
Adjusted EBITDA amounted to NOK 786 million, an
increase of NOK 107 million from 2016 (NOK 680 million).
The adjusted EBITDA margin for 2017 was 12 percent (8.6
percent). The positive margin development reﬂects improved
quality performance in the ongoing project portfolio as well
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as in the projects that were completed during 2017. The
result for the year is further positively impacted by achieved
milestone incentives and close out activities.
Adjusted EBITDA excludes NOK 12 million income
accounting impact from embedded foreign currency
derivatives, related to equity accounted investees closely
related to Kvaerner’s operating activities (NOK 50 million
loss).
Depreciation and amortisation charges totalled NOK
106 million, an increase of NOK 5 million from 2016
(NOK 100 million), an increase mainly reﬂecting full year
depreciation of capital investments made at the Verdal
yard in 2016. Capitalised intangibles in previous years of
NOK 15 million have been impaired. This impairment is
offset by reversal of excess depreciation charge in previous
years, NOK 14 million. Consolidated earnings before
interest and taxes (EBIT) were NOK 693 million (NOK 331
million). Net ﬁnancial income amounted to NOK 4 million
(expense of NOK 117 million) and include accounting loss
on embedded derivatives of NOK 2 million (loss of NOK
128 million), net interest income of NOK 2 million (expense
of NOK 4 million), other ﬁnancial expenses of NOK 2 million
(expenses of NOK 8 million) and net foreign exchange gain
of NOK 6 million (gain of NOK 1 million). Proﬁt/loss on
foreign currency contracts was NOK nil million (proﬁt of
NOK 22 million). Foreign currency embedded derivatives
impact is reﬂecting accounting effects of awarded
multicurrency contracts. Proﬁt/loss on foreign currency
contracts is related to hedging instruments not qualifying
for hedge accounting.
The tax expense was NOK 186 million (NOK 132 million),
which corresponded to an effective tax rate of 27 percent
(62 percent). Compared to the nominal Norwegian statutory
tax rate in 2017 of 24 percent, the effective tax rate
reﬂects various tax reconciling items. Items increasing the
tax charge are related to prior year adjustments, deferred
tax assets not recognised on losses in some jurisdictions
and higher tax rate in some jurisdictions in which the group
operates. Items decreasing the tax charge are related to
permanent differences and change in tax rate in Norway as
from 2018 from 24 to 23 percent. Proﬁt from continuing
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operations amounted to NOK 511 million (NOK 82 million),
and basic and diluted earnings per share from continuing
operations were NOK 1.92 (NOK 0.31).
Net proﬁt from discontinued operations was NOK 31
million (NOK 345 million). The result reﬂects net insurance
recoveries related to the Longview Power project of more
than USD 5 million (more than USD 23 million) and tax
refund. The result for 2016 was positively impacted by
foreign exchange accounting effect on repayment of capital
from subsidiaries of NOK 261 million. Basic and diluted
earnings per share for discontinued operations were NOK
0.12 (NOK 1.30).
Net proﬁt for total operations in 2017 was NOK 542
million (NOK 426 million), with basic and diluted earnings
per share of NOK 2.04 (NOK 1.60). The increase from last
year’s result is due to improved EBITDA, reduced negative
accounting effect on embedded derivatives and no goodwill
impairment charges, partly offset by higher tax charges and
lower result from discontinued operations.
Cash ﬂow
Consolidated cash ﬂow from operating activities depend on
a number of factors, including progress on and delivery of
projects, changes in working capital and pre-payments from
customers. Net cash outﬂow from operating activities was
NOK 113 million in 2017 (inﬂow of NOK 1 718 million). The
decrease mainly reﬂects increased working capital, partly
offset by increased adjusted EBITDA. Cash inﬂow in 2016
was positively impacted by settlement on the Longview
Power project of USD 70 million and net insurance recovery
of USD 23 million related to the same project.
Net cash outﬂow from investing activities in 2017 was
NOK 93 million (outﬂow of NOK 201 million) and mainly
relate to capacity and maintenance investments at the
facilities at Stord and in Verdal, Norway. Of this, NOK 10
million is capitalised expenses related to intangible assets.
A total maintenance capex for the group of approximately
NOK 30−50 million is expected annually. Additional
strategic and capacity investments at the yards such as
equipment and digitalisation tools may increase capex in
2018.
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Net cash outﬂow from ﬁnancing activities was NOK 27
million in 2017 (outﬂow of NOK 30 million), reﬂecting fees
on credit facility and transactions in own shares.
Balance sheet and liquidity
The group’s total assets were NOK 5 823 million on 31
December 2017 (NOK 5 980 million). Net current operating
assets (NCOA) were negative NOK 650 million at year-end, an
increase of NOK 884 million from the end of 2016 (negative
NOK 1 534 million). The working capital is expected to
increase in 2018 which will have a negative impact on the
group’s cash ﬂow due to projects being completed and an
increased number of smaller projects in the group’s project
portfolio. Movements in working capital will impact cash
balances and at year-end 2017, net cash excluding negative
NCOA was NOK 2 163 million. Equity as of 31 December
2017 totalled NOK 3 176 million (NOK 2 656 million). The
group’s equity ratio was 54.5 percent at year-end 2017,
compared with 44.4 percent at year-end 2016.
The loan agreement that was reﬁnanced in July 2015, a
revolving credit facility of NOK 2 000 million, is maturing
in July 2020. The facility is provided by a syndicate of
high quality international banks. The revolving credit
facility was undrawn per 31 December 2017. The terms
and conditions include restrictions which are customary for
these kinds of facilities, including inter alia negative pledge
provisions and restrictions related to acquisitions, disposals
and mergers. There are also certain provisions of change of
control included in the agreement. There are no restrictions
for dividend payments. The facility is unsecured.
The ﬁnancial covenants are based on three sets of key
ﬁnancial ratios; an equity ratio based on consolidated total
borrowings/consolidated total equity, a cash covenant
calculated by consolidated total borrowings less consolidated
net current operating assets and consolidated cash and
cash equivalent assets and an interest coverage ratio based
on consolidated EBITDA/consolidated ﬁnance costs. The
ﬁnancial covenants are tested on a quarterly basis. As of
31 December 2017 the company is in compliance with all
covenants. The margin applicable to the facility is based on a
price grid determined by the gearing ratio.
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Consolidated non-current assets totalled NOK 1 474
million (NOK 1 505 million) as of 31 December 2017,
of which goodwill amounted to NOK 607 million (NOK
607 million). Net interest-bearing deposits and loans
amounted to NOK 2 812 million at the end of 2017 (NOK
3 047 million). With undrawn, committed, long-term credit
facilities of NOK 2 billion, the Board considers available
capital adequacy and liquidity as good and ensures that
Kvaerner is well positioned to meet the challenges and
opportunities over the coming years.
Segment review
Kvaerner does not have any remaining operations in the
US within the Downstream & Industrials segment, and
remaining legacies within the segment are presented as
discontinued operations in the group’s ﬁnancial statements.
Consequently, Kvaerner continues to have one reportable
segment; Field Development.
Kvaerner has a matrix based organisational model, with
operational areas and resource centres, where the projects
are the main focus. The Field Development segment
includes the following operational areas: Process Solutions
delivering topsides, ﬂoaters and onshore upstream
facilities; Structural Solutions delivering large steel jackets
for oil and gas installations; Concrete and New Solutions
delivering concrete substructures, performing hook-up,
decommissioning and completion projects and working with
new strategic initiatives.
Field Development
Operating revenues in 2017 totalled NOK 7 625 million
(NOK 10 364 million). EBITDA was NOK 846 million (NOK
741 million), with an EBITDA margin of 11.1 percent,
an increase from 7.1 percent in 2016. Reduced activity
is mainly within operational area Process Solutions, but
activity has also been lower within Concrete and New
Solutions and Structural Solutions due to completion
of major projects. The positive development in EBITDA
and margin reﬂects that Kvaerner has improved quality
performance in the ongoing project portfolio as well as in
the projects that were completed during 2017. The result
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for the year is further positively impacted by achieved
milestone incentives and close out activities.
Order intake for the year amounted to NOK 9 215
million (NOK 2 938 million) and reﬂects new secured
contracts, listed under Operational highlights in this report,
growth in existing projects and smaller orders. Order
backlog as of 31 December 2017 was NOK 8 077 million
(NOK 6 459 million).
Process Solutions’ activity in the year was mainly related
to the Nyhamna onshore project, Johan Sverdrup ULQ
topside and the Njord A Future project.
Kvaerner’s work with the Nyhamna Expansion project
started in 2012. The contract for upgrading of the onshore
gas processing and export facility has included planning
and project management, engineering, procurement,
construction management, completion and commissioning.
Kvaerner has also assisted in the comprehensive periodical
turnarounds for maintenance during this period. In 2017,
focus was on commissioning of systems for start-up. What
has been one of the largest industrial developments in
Northern Europe in recent years has been completed in line
with plans, and with zero serious harm to people or to the
environment. During the ﬁrst part of 2018, Kvaerner will
be involved in some ﬁnal work and close-out activities, and
in supporting Shell’s project organisation in taking over the
facility.
In 2015, Kvaerner, in a joint venture with KBR,
was awarded the contract for the complete delivery
of the utility and living quarter platform topside to
the Johan Sverdrup ﬁeld development. The project
has been progressing according to schedule, and all
milestones in 2017 were achieved. Main deliveries from
subcontractors in Poland were completed by end of June
as planned and the focus in construction has been the
outﬁtting and installations of modules. In November
2017 the load out and jacking of the platform up to 13
metres was successfully executed on time. At year-end,
accommodation modules from Leirvik were installed, and
the accommodation modules from Emtunga arrived at
Kvaerner’s yard at Stord. The ULQ topside is on track to be
delivered ﬁrst quarter 2019.

The Njord A platform moored at Stord in August 2016
and Kvaerner was awarded the contract for complete
upgrade of the platform in March 2017. The critical dry
dock phase was completed as planned in September,
including fabrication and installation of new pontoons and
reinforcement of the existing hull. The platform was moved
from the dry dock to the Maureen quay in early September
2017, where the remaining upgrade work will continue
until planned delivery in 2020.
Structural Solutions will deliver the three largest
steel jacket substructures to the Johan Sverdrup ﬁeld
development. The riser platform jacket was completed
on schedule in June with sailaway from Verdal in July.
In June, four pile clusters for the drilling platform jacket
arrived from Dubai. Assembly of the drilling platform jacket
is proceeding in Verdal according to plan, and important
milestones for the project were achieved, being the last
roll-up of the four main frames in October and installation
of the third pile cluster in December 2017. This jacket will
be delivered in spring 2018. For the production platform
jacket to be delivered in summer 2018, prefabrication
and assembly of the jacket and the four pile clusters is
ongoing in Verdal. Planning, procurement and preparatory
work for the construction of a permanent caisson support
structure for the Yme New Development project started in
the autumn with delivery due in June 2018. The arbitration
process for the Nordsee Ost project is still ongoing and
will take time due to its high complexity. It is currently not
possible to estimate when the arbitration will be ﬁnalised.
Please see Note 18 Provisions and contingent liabilities
(page 47), for further details.
Within Concrete & New Solutions, the Hebron gravity
based structure (GBS) project was completed in 2017.
The main activities the ﬁrst part of the year were related
to hook-up work, removal of temporary material and
preparation for tow to ﬁeld. In May 2017 the tow to ﬁeld
and installation phase was successfully completed, followed
by project close out activities towards the end of the year.
The project is a 50/50 joint venture between Peter Kiewit
Infrastructure and Kvaerner. Kvaerner has also assisted
with the completion of the cylindrical substructure (spar)
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for Aasta Hansteen and preparation for hook-up with the
topside since June. From December until early spring 2018,
Kvaerner will perform completion work while the platform
is anchored in Digernessundet outside Stord on the west
coast of Norway. Kvaerner will also assist Statoil with
offshore hook-up and preparations for production in 2018.
Discontinued operations
Following the sale of Kvaerner’s onshore construction
business in North America in December 2013, Kvaerner
does not have any remaining operations in the USA within
the Downstream & Industrials segment, and remaining
legacies within the segment a have been presented as
discontinued operations in the group’s ﬁnancial statements
since the sale.
In March 2016, settlement agreements were reached
with Amec Foster Wheeler North America Corp of all claims
related to the Longview Power project. Kvaerner received
the settlement amount of USD 70 million in March 2016,
replacing recognised receivable with cash in the balance
sheet.
Net proﬁt from discontinued operations was NOK 31
million (NOK 345 million). The positive operating results
for 2017 is reﬂecting recognition of insurance recoveries of
more than net USD 5 million in 2017 and more than USD
23 million in 2016 related to the Longview Power project.
The result for 2016 was further signiﬁcantly impacted by
a foreign exchange accounting effect of NOK 261 million
on repayment of capital. Please see Note 26 Discontinued
operations (page 57) for Summary of ﬁnancial data for
discontinued operations.
Corporate and unallocated costs
For the full year, unallocated costs were NOK 60 million
(NOK 61 million). It is expected that the recurring level
of net corporate costs will be approximately NOK 60−70
million annually.
Going concern
Based on the group’s ﬁnancial results and position
described above, the Board of Directors conﬁrms that the
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company is a going concern and that the annual accounts
for 2017 have been prepared under this assumption.
Parent company accounts
The parent company, Kværner ASA, had a net loss of NOK
32 million for 2017 (loss of NOK 26 million). Kværner
ASA has no employees and operating expenses are
mainly shareholder costs for the parent holding company.
The parent company’s main asset is shareholdings in
subsidiaries. Equity ratio was 62.1 percent at year-end
2017 (62.7 percent).
Dividend policy
The dividend policy reﬂects that retaining a solid balance
sheet and cash position is a priority.
Kværner ASA’s dividend policy is based on semi-annual
dividend payments. Decisions as to dividend payments
depend on outlook, liquidity and considerations such as
alternative use of cash and strengthening of the company’s
ﬁnancial structure. In periods of weak economic conditions,
the dividend can be paid-out as long as the group’s capital
structure permits. The Board approves interim dividends
based on an authorisation from the General Meeting, while
the Annual General Meeting approves the ﬁnal (and total
annual) dividend based on a proposal from the Board of
Directors.
No dividends were paid in 2017.
Allocation of net results
The Board of Directors thereby proposes the following
allocation of net loss in Kværner ASA:

Transferred from other equity

(NOK 32 million)

Total allocated

(NOK 32 million)

Total equity in Kværner ASA after the proposed allocation of
net loss amounts to NOK 4 345 million (NOK 4 367 million).

Events after the balance sheet date
There have been no subsequent events since year-end at
the date of signing these accounts.
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Dividend
The Board of Directors has proposed no dividend
distribution for second half of 2017. The solid ﬁnancial
position is a competitive lever when Kvaerner is positioning
for new contracts. The market decline seems to be levelling
out but the outcome of key prospects is still uncertain. Also,
the future market is expected to change towards fewer new
large platforms and increased share of smaller units and
modiﬁcations projects that requires more working capital.
The solid ﬁnancial position supports Kvaerner’s ongoing
strategy to successfully adapt to this market environment.
Furthermore, the ﬁnancial position provides ﬂexibility to
selectively follow up structural opportunities and further
develop selected growth segments.

Corporate governance
Kvaerner performs corporate governance within the
relevant framework of several different legal regulations
and principles in the respective jurisdictions in which it
operates.
As Kvaerner exercises ultimate governance and control
from its headquarters in Norway, and is listed on Oslo Børs
(Oslo Stock Exchange), Norwegian legislation is a signiﬁcant
framework in terms of company and securities legislation,
ﬁnancial reporting and other corporate issues. As part
of its corporate governance model, Kvaerner’s Board of
Directors has adopted the Norwegian Code of Practice
for Corporate Governance. Kvaerner’s detailed corporate
governance report can be found on www.kvaerner.com/
cg. In general, corporate governance in Kvaerner is based
on the model wherein shareholders, at the Annual General
Meeting appoint the Board of Directors to act as their
representatives in governing the company.
The Board of Directors sets the strategic direction,
the overall governance structure, values and policies in
accordance with Norwegian legislation and frameworks.
Kvaerner has a Code of Conduct and a set of global policies
and procedures which provides direction on acceptable
performance and guides decision-making in all parts of the
company. All Kvaerner policies are subject to an annual
review and, when deemed necessary, updates are made.

10
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As set out in the Norwegian Public Limited Liability
Companies Act, Kvaerner’s Board of Directors has
established an Audit Committee, currently consisting of the
Directors Lone Fønss Schrøder (Chair), Thorhild Widvey and
Rune Rafdal. The Board has also established a Remuneration
Committee, with the Directors Leif-Arne Langøy (Chair), Tore
Torvund and Thorhild Widvey as members.
Kvaerner encourages its employees as well as contract
staff, partners, suppliers and customers to report any
concerns in terms of compliance with law and/or ethical
standards. The company has an established whistleblowing
channel to the SVP Corporate Support and an investigation
team for follow-up of compliance issues.

Risk management
As a key work process for securing Kvaerner’s business, the
company actively works to identify and manage risk related
to all aspects of its operations. This applies both to projects
and in the corporate organisation.
Kvaerner’s mission is to realise complex projects, and
the management of risk in these projects is instrumental
to success. All Kvaerner’s projects maintain a risk register
where identiﬁed risks and opportunities are recorded
with corresponding actions to secure the best possible
outcome. This work process forms an integral part of
Kvaerner’s project management approach as deﬁned in
Kvaerner’s Project Execution Model (PEM™). This structured
methodology for controlled project execution also provides
sets of quality requirements for various stages of projects
through deﬁned milestones, thus providing a framework
for assessing status of the project execution through gate
reviews/audits.
All projects report status on management of risk as a
part of the monthly reporting to Kvaerner’s operational
areas. Based on this and possible operational risk issues
outside projects, the operational areas report status on
management of risk to the executive management team on
a quarterly basis.
On a corporate level, an annual risk review is performed
and presented to the Board of Directors. This report builds
on the regular risk reporting from operational areas,
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corporate staff functions and Kvaerner’s projects.
The risk review is executed to identify the most signiﬁcant
risk areas and to establish associated risk reducing
actions. In this assessment, the consolidated view across
all Kvaerner’s units is looked into, top company risks are
identiﬁed and risk reducing measures agreed upon.
Please see Note 20 Financial risk management and
exposures (page 48), for a detailed description of
the group’s ﬁnancial risks and Note 18 Provisions
and contingent liabilities (page 47) for an overview
of signiﬁcant current disputes. Kvaerner has deﬁned
procedures and routines for managing the group’s ﬁnancial
market exposure.
Further to this, Kvaerner’s Corporate Risk Committee
performs risk assessment of all major tenders prior to
submission and also performed reviews of selected projects
after start-up.
Internal audits are performed to ensure compliance with
Kvaerner policies, laws and regulations as well as project
speciﬁc audits.
In 2017, the internal audit function in Kvaerner was
reorganised as part of a cost reduction process executed
mainly during ﬁrst quarter 2017. The internal audit
activities for 2017 were lower than originally planned, both
due to reorganisation and due to the planned corporate
internal audits being put on hold due to lower risk assessed
in the areas initially selected. The planned audits will be
re-assessed for the 2018 internal audit plan. It should be
noted that audits initiated by the various projects and base
organisation have been conducted in the year.
Kvaerner works with a number of partners and hundreds
of suppliers and subcontractors around the world. Kvaerner
performs risk based due diligence as part of the prequaliﬁcation processes. Kvaerner’s supplier qualiﬁcation
and information system database is a key enabler for
Kvaerner to increase supplier performance.
All potential joint venture partners and third party
representatives must go through due diligence assessments
and have to be approved by the President & CEO of
Kvaerner.

Health, safety, security and environment (HSSE)
Care for Health, Safety, Security and the Environment
(HSSE) is a core value in Kvaerner and expressed in the
Just Care™ mind-set. HSSE is a fundament to all Kvaerner’s
operations and the people working for Kvaerner are all
keystones in its work towards the ultimate goal of an injury
and illness free workplace, causing zero harm to people,
material, non-material assets and to the environment. This
ambition is not only part of the company’s core values, but
is the company’s licence to operate.
Kvaerner’s HSSE management is based on strong and
visible management responsibility and commitment, where
all HSSE processes are driven by the line management from
the President & CEO to the ﬁrst line supervisors. HSSE is
the cornerstone in all of Kvaerner’s work and a core value
in the company. Kvaerner’s HSSE mind-set states that: We
take personal responsibility for HSSE because we care.
At year-end 2017, a lost time incident frequency (LTIF)
of 0.5 and a total recordable injury frequency (TRIF) of 2.5
was recorded, compared to corresponding 0.28 and 1.92 for
2016. These ﬁgures include Kvaerner’s subcontractors and
are calculated per million man-hours worked. The company
had ﬁve lost time injuries in 2017. These injuries were a
bruised arm, various fractures and a cut hand.
The Hebron project in Newfoundland and the Nyhamna
Expansion project are examples of ﬁnalised projects with
good HSSE performance. The Hebron project has executed
more than 24 million worked hours without any lost time
incidents. As a recognition of great HSSE achievement,
the Hebron project received the 2016 ExxonMobil
Development Company SSH&E Award.
In 2017, nine serious incidents or serious near misses
were identiﬁed and thoroughly investigated. Actions for
improvement are identiﬁed and implemented. Following
serious incidents, lessons learned packages are produced
and shared throughout Kvaerner with the aim of preventing
similar incidents. In 2017, the number of documented risk
observations was 27 118; 5.2 observations per man-year
worked, compared to 33 069 observations in 2016; 4.5
observations per man-year worked.
For further information about Kvaerner’s HSSE
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programme and activities, including key performance
indicators, please see the chapter Caring about health,
safety, security and the environment in the company’s CSR
report: www.kvaerner.com/csr.
The HSSE operating environment
Kvaerner may have business activities in regions or
operating environments where it is challenging to establish
and maintain a strong HSSE performance. HSSE is an
integrated part of Kvaerner’s management system and is
divided into seven main sections: leadership, organisation,
communication, risk management, product realisation,
third-party relationships and continual improvement.
The Just Care™ mind-set is Kvaerner’s umbrella
for driving HSSE-related awareness-building and
understanding. A key element in the Kvaerner’s Just
Care™ approach is that all employees accept personal
responsibility for HSSE by actively caring for themselves,
co-workers and the environment.
A common HSSE operating system sets expectations
for the key elements in HSSE management and leadership.
Regular reviews uncover possible gaps in relation to
expectations, and the necessary activities for improvement
are identiﬁed and initiated. Key HSSE performance
indicators have been implemented. A strong focus on
leading activities in the HSSE ﬁeld, combined with deﬁned
targets measured against actual results, guides Kvaerner
towards continual improvements in HSSE performance.
Just Rules is a set of concrete guidelines within Kvaerner’s
HSSE operating system. These have been established to
control the most safety-critical activities in our operations.
Just Rules is a mandatory part of Kvaerner’s safety training
for all employees, providing clear and simple check-lists
and controls for operations.
HSSE training
Competence occupies a central place in Kvaerner’s HSSE
programme. All personnel must be competent, possess
the necessary knowledge, skills and behaviour to perform
their work safely. To reach out to all employees in an
efﬁcient way, Kvaerner uses dedicated training programmes
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at operational and project levels, as well as eLearning
programmes for key areas within HSSE.
During 2017, 1.2 percent of total worked hours were
invested in HSSE training, compared to 1.0 percent in 2016.
Training programmes and key performance indicators have
been established to promote observation, interaction and
intervention in the areas of HSSE.

and processes and will strive to secure compliance to
applicable rules and regulations. Close cooperation and
further development of relationships with subcontractors
within HSSE will also continue to be a priority. In addition,
it is important for Kvaerner to maintain an active dialogue
between employees and management. This will contribute
towards further improving Kvaerner’s competitiveness.

Safety
In 2017, there was a slight increase in injury frequency
and the frequency of incidents with high risk potential
has been stable compared to 2016. Improvement actions
are implemented to address the challenges and further
improve our results. The high risk potential incidents are
especially related to crane operations and work at heights.
Improved training programmes and management follow-up
has been implemented. A speciﬁc practical work at height
and dropped object prevention training has also been
implemented. The crane standard has been revised and an
eLearning introduction programme is developed.
Several other new initiatives have been introduced in
2017, such as team commitment regarding compliance,
training programmes in risk awareness and HSSE
development of subcontractors.
In the context of merging all units in Kvaerner, the
process of standardising all governing documents, including
HSSE procedures and work instructions, have been
completed in 2017.
Digitalisation of the HSSE work has also started with
an improved mobile phone app for reporting of incidents
and non-conformities. Digitalisation will be part of the
improvement initiatives into 2018.
There has been positive transfer of experience between
Kvaerner’ projects and yards, including Hebron, Stord,
Nyhamna and Verdal. An incentive programme has been
implemented that gives cash awards to local clubs and
associations if the project meets certain HSSE targets. These
awards are not connected to incident frequency rates, but
to high scores in inspections, housekeeping and reporting
rates of HSSE observations.
Kvaerner will continue the development of safety tools

Occupational health
Total sick leave for Kvaerner in 2017 was 234 471 hours
for own employees compared to 254 326 in 2016. This
constitutes 5.43 percent sick leave in 2017 compared to
5.75 percent of total man-hours in 2016. Sick leave is
above target of 4.8 percent. During the spring of 2017,
Kvaerner initiated a project to analyse the sick leave and
propose mitigating actions. This resulted in detailed action
plans per region. The implementation of actions is ongoing
and results are improving. Reducing sick leave is important
to Kvaerner and will remain a key focus area in 2018.
Kvaerner in Norway participates in the More Inclusive
Working Life (IA) agreement. The IA Agreement is an
instrument aimed at reducing sick leave and increasing the
focus on job presence.
The company’s participation in the Aker Active
programme, which offers a wide range of activities within
physical exercise and nutrition for employees on all
locations, is an example of health initiatives.
Environment
Kvaerner continuously works to reduce its environmental
footprint. The main energy consumption, carbon emissions
and waste disposal vary according to activities at the yards.
The total energy intensity (MWH per million worked hours)
was 4 578 in 2017 compared to 2 635 in 2016. The energy
intensity has increased last year due to higher activities
at Kvaerner’s yards compared to previous year. The CO2
emissions (tonnes per million worked hours) were 167 in
2017 compared to 104 in 2016. This was due to higher
activity at the yards. Waste recorded in connection with the
business totalled 6 321 tonnes in 2017 compared to 3 940
tonnes in 2016, of which 51 percent was recycled in 2017
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compared to 91 percent in 2016. The main reason for the
low recycling factor is extensive use of sandblasting sand
in 2017 that cannot be recycled. These masses are safely
disposed.
The methodology used derives from the Greenhouse Gas
Protocol (GHG), and Global Reporting Initiative (GRI). Kvaerner
is certiﬁed according to the ISO 14001:2015 standard The
company’s main energy consumption, carbon emissions and
waste disposal are related to activities at the yards.
The HSSE leadership development initiatives include an
eLearning and a management system. These incorporate
clear components that focus on the environment.
Collectively, these contribute to continuous improvements in
environmental awareness and attitudes among managers and
employees. This inspires the organisation to achieve further
gains in environmental performance in Kvaerner’s own
activities. It is also a key motivation for assisting customers
in making environmental improvements through the products
and projects Kvaerner develops and delivers to them.
Security
Due to the global nature of Kvaerner’s operations, the
company is exposed to changes in the global risk situation.
Kvaerner operates in a wide range of regions, which means
that potential security threats may arise. Kvaerner is linked
to International SOS and Control Risks, which provides a
global tool for risk assessment and risk control. To mitigate
possible risk situations, all employees can at all times be
provided with a reliable and updated risk assessment and
have access to information, as well as to local contacts
and a pre-established network. Currently, Kvaerner has no
operations in areas with high or extreme risk as classiﬁed
by International SOS. Based on the global terror situation,
Kvaerner issued travel bands for airports and countries
after performing travel risk assessments. For some, special
security measures are implemented. Speciﬁc security
assessments have been performed in 2017.

Corporate social responsibility (CSR)
Kvaerner is commited to conduct its business with integrity
and high ethical standards. That is why CSR is an integrated

BOARD OF DIRECTORS’ REPORT

part of the management responsibility within Kvaerner.
The company’s corporate goals and activities within CSR
are anchored at the Board of Directors level.
Kvaerner is a signiﬁcant part of some of the societies
in which it operates, both locally and internationally.
Kvaerner’s aim within CSR is to ensure that the operations
are run in line with the company’s values, Code of Conduct
and policies, relevant laws and regulations and society’s
expectations – with integrity. Kvaerner continuously works
to identify opportunities to improve and aims at running
a business which has a positive impact on people, society
and the environment.
The company is committed to respect the fundamental
human and trade union rights, including a speciﬁc focus on
non-discrimination. Kvaerner’s CSR principles are based on
the company’s values, and on a wide range of Norwegian
and international guidelines, standards, regulations and
laws.
The results of the company’s CSR efforts are
systematically measured, and Kvaerner annually publishes
a separate in-depth report on CSR results and principles.
For further information regarding Kvaerner’s CSR efforts,
please see the separate CSR report published on
www.kvaerner.com/csr.

For further information about people and organisation,
including key performance indicators, please see the
chapter Caring about our people in the company’s CSR
report: www.kvaerner.com/csr.

People and organisation

Executive management team (EMT)
The executive management team represents national and
international business experience. The nine EMT members
have experience from senior positions in major oil and gas
companies as well as from the supply industry, and have
worked on some of the largest ﬁeld development projects
in the world. The EMT members have also worked in a
broad range of complementary and associated industries.
In January 2017, Sturla Magnus was appointed new
executive vice president (EVP) for Structural Solutions
and responsible for Kvaerner’s yard at Verdal. He started
in his new position 6 March 2017. Previous EVP of
Structural Solutions, Sverre Myklebust stepped down as
EVP for Structural Solutions at year-end 2016. Ellen Grete
Andersen was appointed Chief of Staff and part of EMT
from 1 March 2017. Terje Johansen and Knut Johan Malvik
exited EMT on 1 March 2017. They have continued in
Kvaerner as responsible for Completion/HUC and Continual
Improvement respectively.
A complete presentation of the EMT is available at
www.kvaerner.com/emt.

From 1 March 2017, Kvaerner’s operating structure was
subject to several changes; Concrete Solutions and New
Solutions were merged into one operational area, the
functional area Commercial Project Services was windedup, a new functional Staff area was established, and the
Legal function and Shared Services constituted the new
Corporate Support. The functions that previously reported
to Commercial Project Services were transferred to the
Staff, Finance and EPCI areas (Engineering, Procurement,
Construction and Installation).
At the beginning of 2017, the base organisation was
staffed for a higher activity level than expected for 2017
and 2018, and necessary restructuring measures were
implemented in the ﬁrst quarter of 2017 to adapt the base
organisation to the reduced activity.

Developing people and teams
Kvaerner is recognised for its expertise in executing oil and
gas projects. Kvaerner has earned this reputation due to
extensive investments in organised workplace training.
Investments in personnel over time are crucial for
Kvaerner’s ability to execute projects successfully.
Consequently, Kvaerner focuses on continuous training
at all levels of the organisation, including professional
employees, teams, project management and leaders.
All training is based on the company’s core values, Code
of Conduct and leadership principles. HSSE is a core value
and part of all training activities.
For further information about developing people and
teams, including key performance indicators, please see the
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chapter Learning and development in the company’s CSR
report: www.kvaerner.com/csr.
Organisation and recruitment
As of 31 December 2017, the overall workforce comprised
3 500 individuals which included 2 659 permanent
employees and 841 contract staff. Corresponding ﬁgures for
2016 were 2 663 permanent employees and 428 contract
staff. The gender distribution is approximately 13 percent
female and 87 percent male employees. 98 percent of the
permanent employees work in Norway, while the remaining
two percent work in USA, Finland, China, Canada and Russia.
The company offers an inspiring and challenging work
place with a high degree of teamwork and good individual
career and development opportunities. In 2017, Kvaerner
recruited 77 new employees, of which 13 were women and
64 were men. 22 percent of the new employees were below
30 years of age, 57 percent were between 30 and 50 years
old, and 21 percent were above the age of 50. The total
voluntary employee turnover was three percent in 2017,
the same as in 2016.
Kvaerner operates two specialised fabrication and
assembly facilities in Norway; at Stord and in Verdal. A
prudent inﬂow of new generations of skilled workers and
operators is vital for the ability to effectively transfer
core knowledge and experience. Apprenticeships are
an important method of recruiting to these professions,
and Kvaerner has a continuous focus on recruiting new
apprentices. In 2017, 51 new apprentices were recruited.
At year-end 2017, there were a total of 96 apprentices
under applicable agreements, compared to a total of 95
apprentices at year-end 2016.
Throughout 2017, the results from Kvaerner’s People
Survey 2016 were analysed, improvement objectives were
decided and the supporting actions have been completed
according to schedule.
Diversity and equal opportunity
As the nature of Kvaerner’s operations calls for employees
from different operating entities and geographical regions
nationally and internationally, the principles of equal
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opportunity are well established throughout the group.
No differences shall exist between treatment of genders,
nationalities or ethnic groups. Employment conditions and
compensation packages are based on responsibility and
personal performance, irrespective of gender or ethnicity.
Kvaerner’s commitment to diversity and equal
opportunities are described in the policies and in the Global
Framework Agreement for development of good working
relations, a three-party frame agreement with national and
international trade unions.
Since 2012, Kvaerner has emphasised training of
all employees to avoid any form of discrimination,
harassment and bullying. This training has been further
strengthened throughout 2017 by completing the
implementation of the Working Environment Specialist’s
(Arbeidsmiljøspesialistene) concept and methodology
to prevent harassment, bullying and discrimination in
the work place. The initiative included the preparation
and implementation of new company guidelines, and
development of expertise on conﬂict solving among HR
professionals and line management.
Leadership training is an important contribution
towards increasing the number of women promoted to
managerial positions. In 2017 the share of women holding
senior management positions was 18 percent compared
to 16 percent in 2016, whereof the share completing
leadership training was 20 percent. In 2017, two of the
nine EMT members were women and two of Kvaerner’s
ﬁve shareholder-elected Directors are women. All of the
Directors elected by and among the employees are men.
Remuneration and performance culture
Kvaerner shall maintain an individual compensation
level for employees and management which enables the
company to attract and retain employees and leaders with
the right attitudes, skills and the ability to deliver strong
performance in accordance with Kvaerner’s values and the
Code of Conduct. Kvaerner aims to reward attitudes, skills,
performance and results. The total remuneration shall be
internally fair, consistent, comprehensible and competitive
without being market leading.
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The total remuneration for executives, senior management
and management consists of three main elements:
Annual base salary
Beneﬁts
Participation in a variable pay programme

>
>
>

The executives, senior management and management are
members of the standard pension and insurance schemes
applicable to all employees in the company. Other beneﬁt
programmes are not granted. The variable pay programmes
shall secure a market competitive total remuneration as
well as being a driver for exceptional ﬁnancial, operational
and personal performance.
Completion of the performance management process
is fundamental to secure the connection between
performance and remuneration. For management taking
part in variable pay programmes, predeﬁned ﬁnancial,
operational and personal objectives are set on annual basis.
The achievement of the objectives is assessed and form
basis for the remuneration triggered by the variable pay
programmes. For employees, the achievement of individual
and team performance is combined with predeﬁned
professional and personal goals.
The assessment of achieved goals and performance takes
place in a dialogue between the leader and his/her direct
reports. This provides the opportunity for recognition,
consideration of career development and future direction
for individual performance improvements.
Further details about remuneration to EMT members
are provided in Note 5 Employee beneﬁt expenses (page
30) in the consolidated ﬁnancial statements. The report to
shareholders on executives’ remuneration is approved by the
Board of Directors and is available on www.kvaerner.com.

Research and development (R&D)
There is a growing demand for ﬁeld development solutions
that can help oil companies reduce their overall costs and
increase value creation. Part of Kvaerner’s competitive
strength is solutions and methods that make it technically
possible and ﬁnancially attractive to develop reserves
which have previously been considered non-viable.
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Kvaerner can also offer concepts and effective project
execution models that may contribute towards reducing the
total costs for new ﬁeld developments.
Kvaerner’s R&D strategy has a clear focus on creating
values and results. The company strives to identify the
potential commercial opportunities before new R&D
activities are started, and new developments are preferably
executed with customers or business partners as sponsors.
This approach increases the market interest in new
technologies and methods.
In 2017, Kvaerner has continued the development of the
company’s ﬂoater solutions with concrete hulls, including
the CONDEEP® concrete ﬂoater, suitable for upcoming
Barents Sea developments and concrete spar alternatives
for the deeper and harsher, ice infested waters offshore
Newfoundland, Canada. Focus areas in 2017 include
oil storage solution and displacement water treatment
as well as methods for improved prediction of motion
characteristics.
Offshore wind is a developing market. Related to
technology development, Kvaerner’s focus in 2017
has been on concrete gravity base turbine foundations
for harsh environments, with special attention on cost
effective, execution-friendly design for large volume
fabrication and installation. The concrete gravity base
foundations are attractive in certain niche markets,
particularly in areas with challenging soil conditions or
difﬁcult and harsh climatic conditions. It also allows local
construction and delivery, thereby enabling local job
and value creation. The development projects focuses on
utilising Kvaerner’s overall EPCI expertise and experience
to provide new and cost effective development solutions.
Other examples include subsea treatment of produced
water based on concrete tanks on the seabed, where
internal development activities resulted in the execution of
a client-funded joint industry development project in 2017.
The R&D activity continues for simpler facilities,
unmanned platform concepts including Subsea on a
Stick®. The concepts offer several advantages for marginal
and satellite ﬁeld developments compared to subsea
production systems, especially with respect to the cost
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for performing well interventions, operating costs, and
the possibility to increase oil recovery rates. The concepts
for simpler facilities and unmanned platforms have been
well received by major oil companies, including contracts
for concept evaluations for future ﬁeld developments.
Subsea on a Stick® as a key R&D concept project will be
continued with some prioritised projects for making the
concept competitive against subsea production systems, for
example as alternative installation method for cost savings
at the offshore installation works.
Kvaerner actively participates in several joint industry
research projects, with main focus on arctic technology
and concrete technology. In 2017, Kvaerner was awarded
funding from the Horizon 2020 programme for one new
project within concrete technology where Kvaerner is
one of several European project partners. With this latest
award, Kvaerner is engaged in approximately ten research
projects together with national and international industry
partners, universities and research organisations, with
public funding through various research programmes. In
addition, the company is working directly with clients on
development activities through joint industry projects.

Share capital
The company’s shares are listed on Oslo Børs (Oslo Stock
Exchange) and are freely transferable. No transferability
restrictions are incorporated into the Articles of Association.
There are 269 000 000 shares issued and outstanding, all
of which are of the same class and with equal voting and
dividend rights. Each share has a par value of NOK 0.34.
The largest shareholder of Kværner ASA is Aker Kværner
Holding AS, holding 41.02 percent of the shares. Aker
ASA owns 70 percent of Aker Kværner Holding AS, while
the Norwegian Government owns 30 percent as of 31
December 2017. Proposition No. 88 (2006–2007) to the
Storting (Norwegian Parliament) contains more detailed
information concerning the establishment of Aker Kværner
Holding AS, and the agreement between Aker ASA and the
Norwegian Government. The company is not party to any
agreement that is conditional upon offerings of take-over
in the company.

Kvaerner had 8 291 shareholders (8 546) as of 31
December 2017, of which 28 percent (28 percent) were
non-Norwegian. The share price was NOK 15.80 at year-end
2017, compared to NOK 12.10 at year-end 2016. During
2017 Kvaerner’s share price increased by 32 percent, while
the Oslo Stock Exchange benchmark index increased by 18
percent and the Philadelphia Oil Service Index decreased by
19 percent.
As of 31 December 2017, Kværner ASA held 2 157 040
treasury shares.

Outlook
Kvaerner’s ﬁrst priority is always to execute projects
safely and predictably. The company has in a challenging
environment also in 2017 delivered solid operational
performance. The company’s traditional market segments
seem to be levelling out. However, Kvaerner expects
that the market will continue to be inﬂuenced by strong
competition and over capacity within the contracting
industry. Positioning for new prospects both in Norway
and in international markets are ongoing, and the company
anticipates seeing the outcome of some key contracts
during 2018 and 2019. For 2018, the activity is expected
to result in full year gross revenues of around NOK 6−7
billion. During ﬁrst half of 2018, positive effects from
projects being delivered and others reaching 20 percent
completion are expected to impact results. For full year
2018, margins will be lower than for 2017 due to few
major projects in completion phases and the composition
of the project portfolio.

Acknowledgements
During 2017, Kvaerner has continued to execute projects
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have been executed and delivered without any litigation
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the company’s reputation as a reliable and predictable EPC
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Income statement 01.01 - 31.12
Amounts in NOK million

Note

2017

2016

Total revenue and other income

3, 4

6 536

7 896

Materials, goods and services

(3 184)

(4 751)

Salaries, wages and social security costs

5

(2 282)

(2 269)

Other operating expenses

6

(272)

(247)

799

629

(106)

(100)

Operating proﬁt before depreciation, amortisation and impairment
Depreciation and amortisation
Goodwill impairment

10, 11
11

Operating proﬁt

693

Finance income

7

31

Finance expenses

7

(27)

Proﬁt before tax
Income tax expense

8

Proﬁt/(loss) from continuing operations
Proﬁt/(loss) from discontinued operations

26

Proﬁt/(loss) for the year

(198)
331
42
(159)

697

214

(186)

(132)

511

82

31

345

542

426

542

426

Proﬁt for the period attributable to:
Equity holders of the parent company
Earnings per share (NOK):
Basic and diluted EPS – continuing operations

9

1.92

0.31

Basic and diluted EPS – discontinued operations

9

0.12

1.30

Basic and diluted EPS – total operations

9

2.04

1.60

The notes on pages 22 to 58 are an integral part of these consolidated ﬁnancial statements.
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Other comprehensive income 01.01 - 31.12
Amounts in NOK million

Proﬁt/(loss) for the year

2017

2016

542

426

Items that may be reclassiﬁed to proﬁt or loss in subsequent periods:
Cash ﬂow hedges, net of tax
– Fair value adjustment recognised in equity
– Reclassiﬁed to proﬁt or loss

(1)

(7)

0

(2)

Translation differences – equity-accounted investees (no tax impact)

(0)

(0)

Translation differences – foreign operations (no tax impact)

(1)

(23)

Reclassiﬁcation of translation differences on discontinued operations and international branches
Items that may be reclassiﬁed to proﬁt or loss in subsequent periods

(8)

(261)

(10)

(294)

(25)

(18)

Items not to be reclassiﬁed to proﬁt or loss in subsequent periods:
Actuarial gains/(losses) on deﬁned beneﬁt pension plans, pre tax
Actuarial gains/(losses) on deﬁned beneﬁt pension plans, tax effect

5

4

Actuarial gains/(losses) on deﬁned beneﬁt pension plans, net of tax

(20)

(14)

Items not to be reclassiﬁed to proﬁt or loss in subsequent periods

(20)

(14)

Total other comprehensive income for the year, net of tax

(29)

(308)

Total comprehensive income for the year

513

118

513

118

Total comprehensive income attributable to:
Equity holders of the parent company
The notes on pages 22 to 58 are an integral part of these consolidated ﬁnancial statements.
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Balance sheet as of 31 December
Amounts in NOK million

2017

Note

2016

Assets

Amounts in NOK million

Note

2017

2016

Equity and liabilities

Non-current assets

Equity

Property, plant and equipment

10

800

798

Share capital

Intangible assets

11

649

666

Share premium

Investments in associated companies and jointly
controlled entities

24

17

35

Other non-current assets

7

6

Total non-current assets

1 474

1 505

Retained earnings
Other reserves

91

91

729

729

2 431

1 881

(75)

Total equity

9, 14

(46)

3 176

2 656

198

191

6

13

Non-current liabilities
Current assets

Employee beneﬁts obligations

Current tax assets

6

-

15

Other long term liabilities

Trade and other current assets

12

1 524

1 413

Fair value embedded derivatives

21

7

14

Cash and cash equivalents

13

2 812

3 047

Retained assets of business sold

26

0

1

Total current assets

4 350

4 474

Current tax liabilities

Total assets

5 823

5 980

Provisions

18

Fair value embedded derivatives

21

1

6

Trade and other payables

19

2 032

2 820

Retained liabilities of business sold

26

Deferred tax liabilities

8

Total non-current liabilities

225

62

430

267

Current liabilities
8

0

46

148

135

37

51

2 218

3 058

Total liabilities

2 647

3 324

Total liabilities and equity

5 823

5 980

Total current liabilities

The notes on pages 22 to 58 are an integral part of these consolidated ﬁnancial statements.
Fornebu, 7 February 2018
Board of Directors and President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Tore Torvund
Deputy Chairman

Lone
one Fønss Schrøder
Director

Thorhild Widvey
Director

Rune Rafdal
Director

Stål
K ff Johansen
J h
Ståle Knoff
Director

Bernt Harald Kilnes
Director

Jan Arve Hauga
Haugan
President & CEO

Kjell Inge Røkke
Director
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Equity 01.01 - 31.12
Amounts in NOK million

Equity as of 31 December 2015

Number of
shares

Share
capital

Share
premium

Retained
earnings

Hedge
reserve

Currency
translation reserve

269 000 000

91

729

1 468

11

287

-

-

Pension
reserve
(36)
-

Total equity
2 550

Proﬁt/(loss) for the period

-

-

426

Other comprehensive income

-

-

-

(9)

(284)

(14)

(308)

Total comprehensive income

-

-

426

(9)

(284)

(14)

118

Treasury shares

-

-

(12)

-

-

-

Other

-

-

(1)

-

-

1

91

729

1 881

1

2

Equity as of 31 December 2016

269 000 000

(49)

(12)
2 656

Proﬁt/(loss) for the period

-

-

542

-

-

Other comprehensive income

-

-

-

(1)

(9)

(20)

(29)

Total comprehensive income

-

-

542

(1)

(9)

(20)

513

Treasury shares

-

-

9

-

-

-

9

Employee share purchase programme

-

-

(2)

-

-

-

(2)

91

729

(0)

(6)

Equity as of 31 December 2017

269 000 000

The notes on pages 22 to 58 are an integral part of these consolidated ﬁnancial statements.

2 431

-

426

(69)

542

3 176
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Cash ﬂows 01.01 - 31.12
Amounts in NOK million

Note

2017

2016

542

426

186

132

Cash ﬂow from operating activities
Proﬁt/(loss) for the period
Adjusted for:
Income tax expense

8

Net ﬁnancial items

7

(4)

117

26

-

(261)

Foreign exchange accounting effect on repayment of capital from subsidiaries
Depreciation, amortisation and impairment

10, 11

Difference between pension premiums paid and pension expense, deﬁned beneﬁt schemes
Difference between income and dividends received from equity accounted investees

24

Interest income received
Income taxes paid

106

298

8

31

17

90

21

16

(65)

(77)

Changes in other net operating assets

(924)

945

Net cash from operating activities

(113)

1 718

Cash ﬂow from investing activities
Investment in property, plant and equipment and intangible assets

10, 11

Other cash ﬂow from ﬁnancing activities

(91)
(2)

Net cash from investing activities

(203)
1

(93)

(201)

Interest expense and fees paid

(16)

(17)

Shares purchased in connection with employee share purchase programme

(11)

(13)

Net cash from ﬁnancing activities

(27)

(30)

Cash ﬂow from ﬁnancing activities

Effect of exchange rate changes on cash and bank equivalents

(1)

Net increase/(decrease) in cash and bank equivalents

(234)

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

The notes on pages 22 to 58 are an integral part of these consolidated ﬁnancial statements.

13

(1)
1 486

3 047

1 560

2 812

3 047
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Notes to the annual consolidated ﬁnancial statements
General information
Note 1

Company information

Kværner ASA (the company) and its subsidiaries (together Kvaerner or the group) is a specialised
provider of engineering, procurement and construction services for offshore platforms and
onshore plants. Kværner ASA is listed on the Oslo Stock Exchange under the ticker KVAER.
Kværner ASA’s registered ofﬁce address is Oksenøyveien 10, 1366 Lysaker, Norway.

Note 2

Basis of preparation

Statement of compliance
These consolidated ﬁnancial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union, relevant interpretations
and additional requirements following the Norwegian Accounting Act as of 31 December 2017.
The consolidated ﬁnancial statements were approved by the Board of Directors and President &
CEO as shown on the dated and signed balance sheet.
The consolidated ﬁnancial statements will be approved by the Annual General Meeting on 23
March 2018.
Basis of measurement
The consolidated ﬁnancial statements are prepared on the historical cost basis, except for
derivative ﬁnancial instruments and deﬁned beneﬁt pension plan assets and liabilities which are
measured at fair value.
Functional and presentation currency
The consolidated ﬁnancial statements are presented in Norwegian kroner (NOK), which is Kværner
ASA’s functional currency.
All ﬁnancial information presented in NOK has been rounded to the nearest million, except where
otherwise indicated. As a result of rounding differences, numbers or percentages may not add up
to the total.
Alternative Performance Measures
Kvaerner discloses alternative performance measures in addition to those normally required by
IFRS. The group’s key measure of ﬁnancial performance is adjusted EBITDA. Adjusted EBITDA

excludes the impact of embedded foreign currency derivatives reported in jointly controlled
entities closely related to Kvaerner’s operating activities. See Note 4 for adjusted EBITDA
performance. EBITDA deﬁnition: Earnings before interest (net ﬁnancial items), taxes, depreciation,
amortisation and impairment.
Financial reporting principles
The relevant ﬁnancial reporting principles are described in the relevant note to the consolidated
statements. In the section below, principles applicable to several notes and/or the overall ﬁnancial
statements are detailed. The ﬁnancial reporting principles have been applied consistently to all
periods presented in these consolidated ﬁnancial statements.
Consolidation
The consolidated ﬁnancial statements of Kværner ASA incorporate the ﬁnancial statements of the
company and its subsidiaries, and the group’s interests in associates and joint arrangements.
Transactions eliminated in consolidation
Intra-group balances and transactions, and any unrealised gains and losses or income and expenses
arising from intra-group transactions, are eliminated when preparing the consolidated ﬁnancial
statements. Unrealised gains arising from transactions with associates and joint ventures are
eliminated to the extent of the group’s interest in the entity. Unrealised losses are eliminated in the
same way as unrealised gains, but only to the extent that there is no evidence of impairment.
Foreign currency
Foreign currency transactions and balances
Transactions in foreign currencies are translated to the respective functional currencies of the
group entities at the exchange rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are retranslated to the functional
currency at the exchange rate on that date. Non-monetary assets and liabilities measured at
historical cost in a foreign currency are translated using the exchange rate on the date of the
transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are translated according to the functional currency at the exchange rates on the date
the fair value was determined.
Foreign operations
Items included in the ﬁnancial statements of each of the group’s entities are measured using the
currency of the primary economic environment in which the entity operates. The results and
ﬁnancial position of all group entities that have a functional currency different from the group’s
presentation currency are translated to the group’s presentation currency of NOK as follows:
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>
>

Assets and liabilities, including goodwill and applicable consolidation adjustments, for each
balance sheet presented, are translated at the closing rate on the date of that balance sheet
Income and expenses for each income statement are translated at the average exchange rates
for the year, calculated on the basis of 12 monthly rates

Foreign exchange differences arising from this translation are recognised in other comprehensive
income, and presented as a separate component in equity.
Exchange differences arising from the translation of the net investment in foreign operations are
included in other comprehensive income as a translation reserve. These translation differences are
reclassiﬁed to the income statement upon disposal or liquidation of the related operations.
Exchange differences arising from non-current monetary receivable or payable by a foreign
operation where settlement is neither planned nor likely in the foreseeable future, forms part
of the net investment in that entity and are recognised in other comprehensive income. These
translation differences are reclassiﬁed to the income statement upon disposal of the related
operations or when settlement of the receivable or payable is planned or is considered likely to
happen in the foreseeable future.
Accounting estimates and judgments
The preparation of these consolidated ﬁnancial statements requires management to make
judgments, estimates and assumptions that affect the group’s reported revenues, expenses,
assets and liabilities. Given the size and complexity of Kvaerner’s projects, the ﬁnancial
results could be materially impacted for any differences between current estimates and actual
outcomes. Estimation uncertainties result primarily from the outcome of arbitration processes
and ﬁnal project results impacted by costs to complete, incentives etc. Estimates and underlying
assumptions are continuously reviewed, based on historical experiences and expectations of
future events. Revisions to accounting estimates are recognised in the period in which the
estimates are revised and in any future periods affected. Relevant accounting estimates and
judgments are described in the respective note to the consolidated ﬁnancial statements.
New ﬁnancial reporting standards
A number of new standards, amendments to standards and interpretations have been published,
but are not yet effective and have not been applied in preparing these consolidated ﬁnancial
statements.
The most relevant changes for Kvaerner are:
IFRS 15 Revenue from Contracts with Customers
The IASB has issued a new standard for recognition of revenue, IFRS 15 Revenue from Contracts
with Customers. The new revenue standard will replace the current revenue recognition guidance
in IAS 11 Construction Contracts and IAS 18 Revenue. IFRS 15 introduces a new ﬁve-step model
that applies to revenue arising from contracts with customers. The new revenue recognition
standard will not signiﬁcantly change how the company recognises revenue, as revenue will
still be recognised over time for both construction contracts and service revenue. Kvaerner will
use the cumulative effect method at the date of initial application; 1 January 2018, with no
restatement of comparative periods presented. The new standard will only be applied to contracts
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not completed by initial application date and all major customer contracts have been reviewed
in order to determine the impact upon transition to IFRS 15 with conclusions as indicated in the
below.
Construction contracts
The construction contracts mainly consist of engineering, procurement and construction (EPC)
contracts for offshore installations, onshore plants for upstream oil and gas production and
decommissioning. The projects already use a cost progress method and this will not change as a
result of implementing IFRS 15.
Service contracts
Revenue from service contracts are recognised in the period in which the services are rendered
or by using the cost progress method. The current methods will not change as a result of
implementing IFRS 15.
Variable consideration
Variable consideration (such as bonuses and incentives, liquidated damages and penalties) and
change of scope (such as variation orders and amendments) have a higher threshold for revenue
recognition under IFRS 15 than under the current IAS 11. Kvaerner is already practicing a high
threshold for including this type of revenue, also considering that many of Kvaerner’s contracts
include bonuses and incentives related to key milestones, in particular towards the end of the
project. There has therefore not been identiﬁed any impact of applying the higher threshold for
variable consideration and scope changes at implementation of IFRS 15.
Waste cost
Waste cost for rework, scrapping and other non-value adding activities is not regarded as
contract cost under the new standard. As such, waste cost will not be included in the progress
measurement when determining revenue. There has not been identiﬁed any waste costs that
would result in change of progress under IFRS 15.
Tender cost
Tender cost will normally be expensed as incurred under IFRS 15. The threshold for capitalising
tender costs under IAS 11 has been high, requiring project award probable at date of cost for
capitalisation. Kvaerner does not have any capitalised tender costs that need to be expensed
following implementation of IFRS 15.
Contract assets and liabilities
New balance sheet lines will be introduced as IFRS 15 requires separate presentation for contract
assets and contract liabilities, and not presented net as work in progress as under the current
standard.
Estimated impact
The estimated impact on equity from implementing IFRS 15 per 1 January 2018, is immaterial
and no transition adjustment is expected adjusted against equity. The actual impact may change
if new information and guidance becomes known before the group presents its ﬁrst ﬁnancial
statements using the new standard.
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IFRS 9 Financial Instruments
The new standard, effective for annual reporting periods beginning from 1 January 2018, replaces
the existing guidance in IAS 39 Financial Instruments Recognition and Measurement. The standard
includes revised guidance on classiﬁcation and measurement of ﬁnancial instruments, including
a new expected credit loss model for calculating impairment on ﬁnancial assets, and new general
hedge accounting requirements. Kvaerner has reviewed its ﬁnancial assets and liabilities and
expects limited impact on its consolidated ﬁnancial statements following implementation of IFRS 9:
Classiﬁcation and measurement
Kvaerner does not expect any material impact on its accounting of ﬁnancial instruments following
the new classiﬁcation requirements.
Impairment
Kvaerner has chosen to apply the lifetime Expected Credit Loss model for its trade receivables,
with immaterial impact on the loss allowance due to the group’s customer portfolio.
Hedge accounting
The group hedges its cash-ﬂows on a one-to-one basis towards external banks, so most hedges qualify
for hedge accounting under the IAS 39 standard. The percentage of qualifying hedges is expected to
increase under IFRS 9 as the hedge accounting model is more aligned with risk management, including
prospective testing and less restrictive requirements on qualifying hedging instruments. This is
expected to result in less net foreign currency effects reported under ﬁnancial items.
Estimated impact
The estimated impact on equity from implementing IFRS 9 per 1 January 2018, is immaterial and
no transition adjustment is expected adjusted against equity. The actual impact may change if new
information and guidance becomes known before the group presents its ﬁrst ﬁnancial statements
using the new standard.
IFRS 16 Leasing
The new standard, effective for annual reporting periods beginning from 1 January 2019, replaces
the existing guidance in IAS 17 Leases. The new standard will signiﬁcantly change how the group
accounts for its leased assets and facilities, as IFRS 16 introduces a single on-balance sheet
accounting model for lessees that has some similarities to the current accounting for ﬁnancial
leases. Only leases for items of low value and short term leases may be exempt. The following
effects are expected to impact the reported ﬁgures upon transition to IFRS 16:

>
>
>

Assets and liabilities are expected to increase with an amount close to net present value of
future lease payments
Earnings before interest, taxes, depreciation and amortisation (EBITDA) will increase as the
lease payments will be presented as depreciation and ﬁnance cost rather than operating
expense
Operating cash ﬂow will increase and investing and ﬁnancing cash ﬂow will decrease as lease
payments will not be classiﬁed as operating cash ﬂow

Kvaerner will use the modiﬁed retrospective approach at the date of initial application; 1 January
2019, with no restatement of comparable periods presented.
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Note 3

Revenue

Financial reporting principles
Construction contracts
Revenues from contracts to provide construction, engineering, design or similar services are
recognised using the percentage-of-completion method, based primarily on contract costs incurred
to date compared to estimated total contract costs. As a general practice, total amount of any
settlement with customers related to disputed matters and arbitration awards are included
within revenues. When the ﬁnal outcome of a contract cannot be reliably estimated, contract
revenue is recognised only to the extent costs incurred are expected to be recoverable. The
revenue recognised in one period will be the revenues attributable to the period’s progress and
the progress to date effect of any changes to the estimated ﬁnal outcome. Losses on contracts
are fully recognised when identiﬁed. Contract revenues include variation orders and incentive
bonuses when it is probable that they will result in revenue that can be measured reliably.
Disputed amounts and claims are recognised when it is probable the customer will accept
the claim and the amount can be measured reliably. Management updates its assessment of
recognised revenues at each reporting period.
Construction work in progress
Construction work in progress represents the value of construction work performed less payments
by customers. The value of construction work performed is measured at revenue recognised to
date less progress billings and recognised losses. If payments by customers exceed revenues
recognised, the difference is presented as advances from customers.
Sale of goods sold and other services rendered
Revenue from the sale of goods is recognised when the signiﬁcant risks and rewards of ownership
have been transferred to the buyer, which is usually when goods are shipped to customers.
Services
Revenue from other services is recognised in proportion to the stage of completion of the
transaction at the balance sheet date, or is invoiced based on hours performed at agreed rates.
The stage of completion is normally assessed based on the proportion of costs incurred for work
performed to date compared to the estimated total contract costs.
Other income
Other income include share of proﬁt from associated companies and jointly controlled operations
closely related to the group’s operating activities, gains and losses related to sale of operating
assets and further revenue from FEEDs, studies, sale of man-hours and other projects.
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Accounting estimates and judgments
Contract accounting estimates
The majority of the group’s revenues and proﬁts are derived from long-term construction
contracts which often have duration of three to four years from award date. These contracts
typically comprise integrated engineering, procurement, construction and integration activities,
often with the use of subcontractors, and give rise to complex technical and execution risks as
they are highly customised to customer requirements. Contracts may be lump sum, reimbursable,
target cost or a combination thereof, and often include incentive payments based on key
performance indicators (KPIs) and meeting key milestones, in particular towards the end of
the projects. KPIs can be related to schedule, cost targets, HSSE measures and others of which
some are objective, subject to interpretation or at the discretion of customers, and can include
reductions for penalty clauses for late delivery (liquidated damages). The scope of work to be
performed by the group may also change over time and can be subject to variations and claims
with both the customer and subcontractors which impact various factors including compensation,
costs, and contractual delivery dates.
Following the above, estimates are inherent in the group’s accounting for long-term construction
contracts and judgments are required to:

>
>
>

Determine the forecast revenues and proﬁt margin on each contract based on:
− Estimates of contract revenues including variable revenues which may be dependent upon
future performance; and
− Forecasts of contract costs at completion including contingencies for uncertain costs to
complete
Assess the stage of completion of the contract, which determines the revenues, costs and
margins to be recognised based on the project forecast. Progress measurement based on
costs has an inherent risk related to the cost estimate and the estimation uncertainty during
the early stages of a contract is mitigated by a policy of normally not recognising revenue in
excess of costs on large projects before the contract reaches 20 percent completion
Appropriately provide for any loss-making contracts

Even though management has extensive experience in assessing project revenue, cost and margin,
uncertainties exist.
Cost to complete depends on productivity factors and the cost of inputs. Weather conditions,
performance of subcontractors and others with an impact on schedules, commodity prices and
currency rates can all affect cost estimates. Experience, systematic use of the project execution
model and focus on core competencies reduces but do not eliminate the risk that estimates may
change signiﬁcantly. A risk contingency is included in project cost based on the risk register that
is prepared for every project and is updated throughout the project as the need for contingencies
lapses or new risks are identiﬁed.
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Amounts in the balance sheet relating to construction contracts
Amounts in NOK million

Construction revenue in the period

Note

2017

2016

4

4 812

7 022

Amounts due from customers for construction work

88

68

Advances received from customers

(427)

(687)

Construction contracts in progress, net position

(339)

(618)

Construction contracts in progress at the end of the
reporting period
Aggregate amount of cost incurred and recognised
gross proﬁts to date

26 727

33 389

-

-

Retentions

Largest projects in progress at year-end 2017 (unaudited):
Project

Customer

Estimated
delivery

Field Development segment:
Johan Sverdrup process platform jacket

Statoil

2018

Johan Sverdrup drilling platform jacket

Statoil

2018

Aasta Hansteen completion assistance

Statoil/TechnipFMC

2018

Johan Sverdrup utility and living quarter topside

Statoil

2019

Valhall Flank West

Aker BP

2019

Johan Sverdrup riser platform HUC

Statoil

2019

Njord A Future

Statoil

2020

West White Rose engineering and marine operations

Husky Energy

2021
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Note 4

Operating segments

Kvaerner does not have any remaining operations in the US within the Downstream & Industrials
segment, and remaining legacies within the segment are presented as discontinued operations
in the group’s ﬁnancial statements. Consequently, Kvaerner continues to have one reportable
segment; Field Development.
Kvaerner has a matrix based organisational model, with operational areas and resource centres,
where the projects are the main focus. The Field Development segment includes the following
operational areas: Process Solutions delivering topsides, ﬂoaters and onshore upstream facilities;
Structural Solutions delivering large steel jackets for oil and gas installations; Concrete and New
Solutions delivering concrete substructures, performing hook-up, decommissioning and completion
projects and working with new strategic initiatives.
Financial reporting principles
The accounting principles of the reportable segment are the same as described in this annual
report, except for hedge accounting and accounting for joint ventures. When contract revenues
and contract costs are denominated in a foreign currency, the subsidiaries hedge the exposure
with Treasury. Hedge accounting is applied in segment reporting independently of whether or
not the hedge qualiﬁes for hedge accounting in accordance with IFRS. The Field Development
segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly controlled
entities closely related to Kvaerner’s operating activities while under IFRS, Kvaerner’s investment
is accounted for using the equity method. The correction of the non-qualifying hedges to ensure
that the consolidated ﬁnancial statements are in accordance with IFRS, is made as an adjustment
at Kvaerner’s corporate level. This means that the group’s segment reporting reﬂects all hedging
relationships as if hedge accounting applies even though they may not qualify in accordance with
IFRS.
Inter-segment pricing is determined according to arm’s length principles.
Aggregation
The operational areas within the Field Development segment may meet the deﬁnition of an
operating segment but have been aggregated based upon criteria in IFRS. Aggregation of the
operating segments are considered to be consistent with the core principle of IFRS 8, as the
projects within all operational areas are engineering, procurement and construction services
relating to the construction of onshore and offshore facilities to be used in the upstream oil and
gas industry. The operating segments are considered to have similar economic characteristics.
Demand for the products and services in all the operational areas are driven by the oil price.
The gross margin and proﬁt/loss in a given year is not necessarily similar. There are few
projects within each operational area and the gross margin and proﬁt/loss in a given year may
be inﬂuenced by speciﬁc circumstances in one project. However, the long term gross margin is
expected to be similar over the long term and into the future.
Cash ﬂows and capex are also similar, as well as the use of EPC contracts. Customer contracts for
the operational areas are typically a combination of reimbursable elements, lump sum elements,
incentives and penalties. The operational areas are considered similar in the respects of nature
of product/service, nature of production processes, the type of customer, distribution method
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and regulatory environment. All operational areas execute large and complex EPC projects. The
different operational area products are to some extent substitute solutions, for example both
jackets and concrete gravity based structures (GBS) are substructures for offshore platforms.
Projects within all operational areas typically construct the equipment on-shore, either on a yard
or at site. The majority of Kvaerner employees can be used for projects within all areas, as skills
and knowledge needed is similar in the projects within the different areas. The main customers
for all projects are the large, international oil companies.
Measurement of segment performance
Performance is measured by segment earnings before interest (net ﬁnancial items), taxes,
depreciation, amortisation and impairment (EBITDA) and earnings before interest (net ﬁnancial
items) and taxes (EBIT), as included in the internal management reports. The Field Development
segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly controlled
entities closely related to Kvaerner’s operating activities. Segment proﬁt, together with key
ﬁnancial information as presented below, gives management relevant information in evaluating
the results of the operating segment and is relevant in evaluating the results of the segment
relative to other entities operating within the industry. The President & CEO will normally not
review ﬁnancial items or total liabilities on segment level.
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2017 Operating segments
Amounts in NOK million

Note

Field
Development

Other/
Eliminations1

Total

4 812

-

4 812

425

-

425

Non-current operating liabilities

167

Operating liabilities

Operating revenue and other income

Amounts in NOK million

Note

Services revenue
Revenue/share of result from joint ventures

2 055
306

Other income2
External operating revenue
Inter-segment revenue
Total operating revenue and other income

(1 888)
825

Current operating liabilities

1 132

Tax-related liabilities

7 598

(1 062)

6 536

Retained liabilities of business sold

27

(27)

-

7 625

(1 089)

6 536

846

(48)

799

2 548
198
2 746

10, 11
11

(106)
-

-

(106)
-

EBIT

741

(48)

693

EBITDA

846

(48)

799

Adjustment for equity accounted investees3
Adjusted EBITDA

37

Total liabilities

2 647

Total assets

(915)

266

(650)

(141)

(113)

Cash ﬂow
Cash ﬂow from operating activities
Investment in property, plant and
equipment and intangible assets

28
10, 11

91

-

91

(12)

Order intake (unaudited)

9 215

-

9 215

786

Order backlog (unaudited)

8 077

-

8 077

Own employees (unaudited)

2 636

29

2 665

Operating assets

Retained assets of business sold

204
2 385

(12)

Non-current operating assets

Cash and cash equivalents

(361)

2 180

(60)

1 632

Investments in other companies

6

-

Current operating assets

Investments in associates and jointly
controlled entities

(367)

846

Assets

Tax-related assets

Total

225

Net current operating assets
EBITDA
Goodwill impairment

Other/
Eliminations1

Liabilities

Construction contracts

Depreciation and amortisation

Field
Development

(101)

1 531

1 466

(16)

1 450

3 098

(117)

2 981
6
17
7
2 812
0
5 823

1 Other/Eliminations include Discontinued operations for cash ﬂow from operating activities and own employees
2 Other income includes studies, FEEDs, sale of man-hours etc.
3 Impact of embedded derivatives reported in jointly controlled entities closely related to Kvaerner’s operating activities
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2016 Operating segments
Amounts in NOK million

Note

Field
Development

Other/
Eliminations1

Total

7 009

13

7 022

64

-

64

Operating revenue and other income

Amounts in NOK million

Note

Services revenue
Share of result from joint ventures

3 119
137

Other income2
External operating revenue
Inter-segment revenue
Total operating revenue and other income

(2 933)
486

Current operating liabilities

186

Operating liabilities

623

Tax-related liabilities

10 330

(2 434)

7 896

34

(34)

-

10 364

(2 468)

7 896

741

(111)

629

3 259

Non-current operating liabilities

191
3 450

10, 11
11

(96)
(198)

108
51
3 324

(111)

629

Adjusted EBITDA

741

50
(61)

50
680

Assets
Current operating assets

1 461

(35)

1 427

Non-current operating assets

1 482

(16)

1 466

Operating assets

2 943

(50)

2 893

Investments in associates and jointly
controlled entities
Investments in other companies
Cash and cash equivalents
Retained assets of business sold
Total assets

274

1 718

200

-

200

Order intake (unaudited)

2 938

-

2 938

Order backlog (unaudited)

6 459

-

6 459

Own employees (unaudited)

2 629

34

2 663

Cash ﬂow from operating activities

741
-

1 444

Cash ﬂow

EBITDA

35
4
3 047
1
5 980

205
3 165

(1 534)

(198)
331

(285)

2 961

263

(100)

(116)

Adjustment for equity accounted
investees3

Total

(1 797)

-

447

13

Total liabilities

(4)

EBIT

(298)

Retained liabilities of business sold

Net current operating assets
EBITDA
Depreciation and amortisation

Other/
Eliminations1

Liabilities

Construction contracts

Goodwill impairment

Field
Development

Acquisition of property, plant and
equipment4

10

1 Other/Eliminations include ﬁgures for the Downstream & Industrials segment for cash ﬂow from operating activities and
own employees
2 Other income includes studies, FEEDs, sale of man-hours etc.
3 Impact of embedded derivatives reported in jointly controlled entities closely related to Kvaerner’s operating activities
4 Compared to capital expenditure in the cash ﬂow statement, acquisition of property, plant and equipment excludes NOK
3 million for intangible assets
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Major customers
For the group, revenue and other income from the three largest customers represented NOK 6.1
billion, or 93 percent, of total revenue of NOK 6.5 billion (2016: NOK 7.4 billion and 94 percent).
Of this, one customer represented 59 percent (2016: 56 percent), the second represented 32
percent (2016: 36 percent) and the third represented two percent (2016: two percent) of the total
revenue of the Kvaerner group.
For the Field Development segment, revenue and other income from the three largest customers
represented NOK 7.1 billion, or 93 percent, of the segment’s total revenue of NOK 7.6 billion
(2016: NOK 10 billion and 97 percent). Of this, one customer represented 57 percent (2016:
43 percent), the second represented 27 percent (2016: 36 percent) and the third represented
nine percent (2016: 18 percent) of the total revenue of the Field Development segment.
Geographical information
Geographical segment revenue is based on the geographical location of customers’ operations.
Non-current segment assets are based on geographical location of the assets.
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Total revenue
and other income
Amounts in NOK million

Norway

29

Non-current
segment assets

2017

2016

2017

2016
1 481

6 291

7 483

1 465

Europe

67

58

1

1

Canada

146

305

-

0

Rest of the world
Total

32

50

0

1

6 536

7 896

1 466

1 482
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Employee beneﬁt expenses

Financial reporting principles
Employee beneﬁts comprise all types of remuneration to personnel employed by the group and
are expensed as the related service is provided. A liability is recognised for the amount expected
to be paid as a result of past service provided by the employee.
Under the variable pay programme some executives are entitled to a matching element paid in
Kvaerner shares after three years. The monetary amount earned is converted into a number of
shares based on the market value of the shares on 30 April the year after the grant date of the
programme. Expected future dividends over the vesting period are considered when determining
the grant date fair value per share. The grant date fair value of the shares is expensed over the
vesting period until the shares are allocated. The shares are allocated to the executive conditional
upon continued employment. The executive does not receive any dividends until the shares are
allocated.
Employee beneﬁt expenses
Amounts in NOK million

Note

Salaries and wages including holiday allowance
Social security tax/national insurance contribution
Pension costs including social security tax
Other employee costs
Salaries, wages and social security costs

15

2017

2016

1 802

1 760

256

260

149

157

74

92

2 282

2 269

Guidelines for remuneration to the President & CEO and the executive management of Kvaerner
The main purpose of the executive remuneration programme is to encourage a strong and
sustainable performance-based culture, which supports growth in shareholder value. The total
remuneration to executives consists of a base salary, standard beneﬁts and participation in the
company’s executive variable pay programme.
General
The company practices standard employment contracts and standard terms and conditions
regarding notice period and severance pay for the President & CEO and executive management.
Beneﬁts
The President & CEO and the members of the executive management team participate in a
standard employee and management pension scheme, a standard disability pension scheme and a
standard insurance plan applicable to all employees in the company.
Variable pay programme
The company has a deliberate policy of offering limited ﬁxed beneﬁts, and rather securing
market competitiveness by offering participation in an annual executive variable pay programme.
The objective of the programme is to recognise and reward the achievement of ﬁnancial and

operational results as well as personal performance. The earnings under the programme are
dependent on annual achievement of ﬁnancial targets, the company’s key performance indicators
and personal performance rating.
Executive management and some senior managers are entitled to a matching element under the
programme paid in Kvaerner shares after three years. In 2017 the company awarded 212 866
shares under the 2016 programme which will be delivered to executive management in 2019, if
still employed. Expected dividends per annum at grant date has been reﬂected in determining the
grant date fair value per share of NOK 11.40. The total expense in 2017 related to the matching
element was NOK 3.2 million (NOK 2.9 million in 2016) for executive management.
Employee share purchase programme
In 2017 a share purchase programme was offered to all Norwegian employees. A total of 750 591
Kværner ASA shares were distributed to the employees on 5 December 2017 at a price of NOK
15.39 per share. No share purchase programme was offered in 2016.
Share options programme
The company does not offer share options programmes to any managers or employees or other
share based payment compensation programmes, except for the share based variable pay
programme described above.
Severance pay
Severance pay is applicable in case there is a mutual understanding between the company and
the executive or some senior managers that the employment shall be terminated or the company
requests the resignation of the executive management and senior managers out of concern for
the affairs of Kvaerner. If so, they would be entitled to severance pay corresponding to three or
six month’s regular ﬁxed salary. Severance pay does not include holiday allowance or pension
entitlements.
Kvaerner has no outstanding loans or guarantees to any employees, managers or Directors.
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Remuneration to members of the executive management team
2017
Amounts in NOK

Base salary¹

Variable pay²

Other beneﬁts³

Pension beneﬁt4

Total remuneration

Jan Arve Haugan

01.01.2017–31.12.2017

4 466 437

4 406 515

13 619

94 733

8 981 304

Steinar Røgenes

01.01.2017–31.12.2017

2 222 572

1 657 528

15 900

168 727

4 064 727

Sturla Magnus

01.03.2017–31.12.2017

1 808 154

1 131 566

61 612

85 195

3 086 527

Elly Bjerknes

01.01.2017–31.12.2017

2 171 077

1 514 370

17 345

201 586

3 904 378

Hans Petter Mølmen

01.01.2017–31.12.2017

2 069 846

1 458 824

17 835

154 646

3 701 151

Idar Eikrem

01.01.2017–31.12.2017

2 429 538

1 668 329

10 429

151 021

4 259 318

Arnt Knudsen

01.01.2017–31.12.2017

2 123 342

1 632 397

23 252

379 042

4 158 033

Ellen Grete Andersen

01.01.2017–31.12.2017

1 931 282

1 305 895

18 166

241 104

3 496 447

Henrik Inadomi

01.01.2017–31.12.2017

2 116 735

1 728 752

18 757

105 176

3 969 420

Terje Johansen

01.01.2017–28.02.2017

280 000

143 394

2 732

21 689

447 814

Knut Johan Malvik

01.01.2017–28.02.2017

419 100

255 986

1 732

32 411

709 229

Ole Petter Bjartnes

01.01.2017–28.02.2017

354 659

136 258

1 732

15 871

508 520

22 392 744

17 039 813

203 109

1 651 201

41 286 868

1 Base salary represents salary expensed while holding an executive position, and includes holiday pay. For Jan Arve Haugan, base salary reﬂects a 15 percent voluntary reduction for nine months
2 Variable pay reported is based on expensed, rather than paid beneﬁts, and includes holiday pay. For Jan Arve Haugan, NOK 1.2 million is related to 2016 performance. The amount was not accured for in the 2016 accounts and is therefore expensed in
the 2017 accounts and reﬂected in the variable pay amount for 2017
3 Other beneﬁts include telephone, insurance agreements etc.
4 Pension beneﬁts include the standard employee and management pension scheme and a disability pension scheme
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2016
Base salary¹

Amounts in NOK

Variable pay²

Other beneﬁts³

Pension beneﬁt4

Total remuneration

Jan Arve Haugan

01.01.2016–31.12.2016

4 872 323

2 392 000

16 784

100 219

7 381 326

Steinar Røgenes

01.01.2016–31.12.2016

2 222 572

1 046 387

17 860

145 341

3 432 160

Sverre Myklebust

01.01.2016–31.12.2016

2 165 809

1 197 204

107 321

319 758

3 790 091

Elly Bjerknes

01.01.2016–31.12.2016

1 923 385

725 364

12 120

171 568

2 832 436

Hans Petter Mølmen

01.01.2016–31.12.2016

1 822 154

690 260

11 510

172 351

2 696 274

Terje Johansen

01.01.2016–31.12.2016

1 495 846

554 571

18 844

74 639

2 143 900

Eiliv Gjesdal5

01.01.2016–31.03.2016

614 818

2 066 377

2 616

59 437

2 743 248

Idar Eikrem

04.04.2016–31.12.2016

1 735 138

1 525 127

7 054

59 441

3 326 760

Arnt Knudsen

01.01.2016–31.12.2016

2 080 615

963 675

17 938

300 777

3 363 005

Ellen Grete Andersen

01.01.2016–31.12.2016

1 717 542

509 609

15 074

193 646

2 435 870

Henrik Inadomi

01.01.2016–31.12.2016

2 116 735

1 120 916

15 405

110 494

3 363 551

Knut Johan Malvik

01.01.2016–31.12.2016

2 224 454

958 474

12 689

211 747

3 407 364

24 991 392

13 749 962

255 214

1 919 418

40 915 985

1
2
3
4
5

Base salary represents salary expensed while holding an executive position, and includes holiday pay
Variable pay reported is based on expensed, rather than paid beneﬁts, and includes holiday pay
Other beneﬁts include telephone, insurance agreements etc.
Pension beneﬁts include the standard employee and management pension scheme and a disability pension scheme
For the period 01.04.2016–30.06.2016 consultative tasks were performed, hence remuneration in this period has not been included in the above table. Variable pay reﬂects severance pay at the end of employment including the expensing of cash and
shares elements of the variable pay programme as a result of acceleration of vesting conditions. Share element expensed in 2016 was NOK 281 000

ANNUAL ACCOUNTS – KVAERNER GROUP

KVAERNER ANNUAL REPORT 2017

Remuneration to the Board of Directors

33

Remuneration to the Board of Directors

2017

2016

Amounts in NOK

Board fees¹

Audit
Committee fees¹

Remuneration
Committee fees¹

Amounts in NOK

Board fees¹

Audit
Committee fees¹

Remuneration
Committee fees¹

Leif-Arne Langøy

602 000

-

31 500

Leif-Arne Langøy

602 000

48 989

31 500

Tore Torvund2

547 300

-

31 500

Tore Torvund2

521 900

-

31 500

Kjell Inge Røkke3

328 000

-

-

Kjell Inge Røkke3

328 000

-

-

Thorhild Widvey

328 000

84 000

31 500

98 579

-

9 467

Lone Fønss Schrøder

328 000

163 000

-

Thorhild Widvey5

229 421

58 754

22 033

Rune Rafdal

164 000

84 000

-

Lone Fønss Schrøder5

229 421

114 011

-

Ståle Knoff Johansen4

164 000

-

-

Rune Rafdal6

164 000

84 000

-

Bernt Harald Kilnes4

164 000

-

-

Ståle Knoff Johansen6

164 000

-

-

Bernt Harald Kilnes6

164 000

-

-

4

1 Fees listed in the table are earned remuneration for work performed in 2017 related to Board, Audit Committee and
Remuneration Committee meetings based on fees approved by the Annual General Meeting April 2017
2 Directors resident outside Scandinavia are granted additional compensation of NOK 12 700 per physical Board meeting
3 Fees paid directly to company The Resource Group TRG AS
4 Directors appointed by and from employees. Board fees to employee elected Directors are reduced in accordance with
agreement with employee representatives. Employee elected Directors have in addition received ordinary salaries from
the companies in which they are employed

Vibeke Hammer Madsen4

1 Fees listed in table are earned remuneration for work performed in 2016 related to Board, Audit Committee and
Remuneration Committee meetings based on fees approved by the Annual General Meeting April 2016
2 Directors resident outside Scandinavia are granted additional compensation of NOK 12 700 per physical Board meeting.
3 Fees paid directly to company The Resource Group TRG AS
4 The Director Vibeke Hammer Madsen left the Board April 2016
5 Directors appointed at the Annual General Meeting April 2016
6 Directors appointed by and from the employees. Board fees to employee elected Directors are reduced in accordance
with agreement with employee representatives. Employee elected Directors have in addition received ordinary salaries
from the companies in which they are employed

Nomination Committee
The Articles of Association stipulate that the company shall have a Nomination Committee. The
Nomination Committee shall have no less than three members, who shall normally serve for a
term of two years.
The current members of the Nomination Committee are:
Arild S. Frick (Chair), Georg F. Rabl and Walter Qvam. Kvaerner’s General Meeting has adopted
guidelines governing the duties of the Nomination Committee.
Audit Committee
The current members of the Audit Committee are the following three Directors:
Lone Fønss Schrøder (Chair), Thorhild Widvey and Rune Rafdal.
Remuneration Committee
The current members of the Remuneration Committee are the following three Directors:
Leif-Arne Langøy (Chair), Tore Torvund and Thorhild Widvey.
Fees to members of the Audit and Remuneration committees are subject to approval by the
Annual General Meeting, 23 March 2018.
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Directors’ and members of executive management team’s shareholding
Direct shareholding²

Shares allocated as part of 2016
variable pay programme³

Shares allocated as part of 2015
variable pay programme³

Jan Arve Haugan1

President & CEO

194 843

-

-

Steinar Røgenes

EVP EPCI

79 605

29 715

90 504

Sturla Magnus

EVP Structural Solutions

27 191

-

-

Elly Bjerknes

EVP Process Solutions

45 734

25 715

31 654

Hans Petter Mølmen

EVP Concrete & New Solutions

57 800

24 835

28 677

Idar Eikrem

EVP & CFO

3 899

52 632

-

Arnt Knudsen

SVP Business Development

77 940

28 422

86 565

Ellen Grete Andersen

SVP Staff

Henrik Inadomi

SVP Corporate Support

14 824

19 808

22 713

117 433

31 739

89 672

Ståle Johansen
Rune Rafdal

Director

10 381

-

-

Director

6 329

-

Bernt Harald Kilnes

-

Director

23 164

-

-

1 Jan Arve Haugan and related parties
2 The overview includes only direct ownership of Kvaerner shares and does not include:
– Chairman Leif-Arne Langøy holdings of 44 827 shares through a privately owned company
– Director Kjell Inge Røkke’s indirect ownership in Aker ASA through The Resource Group TRG AS and subsidiaries
3 Allocated shares related to 2015 variable pay programme will be transferred in 2018, and allocated shares related to 2016 variable pay programme will be transferred in 2019, if still employed at applicable future dates
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Other operating expenses

Note 7

Financial reporting principles
Materials, goods and services costs reﬂect costs that relate directly to the speciﬁc contracts and
costs that are attributable to contract activity. Costs that cannot be allocated to contract activity
are expensed as incurred and are classiﬁed as other operating expenses.
Other operating expenses
2017

2016

Rental cost for buildings and other ofﬁce and premises cost1

98

32

Other operating expenses related to ofﬁce and equipment

19

15

Hired services and external consultants including audit fees

78

81

Travel expenses

17

20

Amounts in NOK million

5

Insurance, guarantee and other service cost2

(5)

Maintenance buildings and equipment

33

20

Other3

23

84

272

247

Total

1 Rental cost for buildings and other ofﬁce and premises cost of NOK 98 million in 2017 includes Onerous lease cost of
NOK 53 million. Please refer to Note 18 Provisions and contingent liabilities
2 Insurance, guarantees and other service cost of NOK 5 million in 2017 and negative NOK 5 million in 2016 mainly due
to positive impact from project warranty releases. Please refer to Note 18 Provisions and contingent liabilities
3 Other expenses mainly include electricity, gas, tools, welding material and miscellaneous maintenance and personnel
costs

Fees to auditor
KPMG is group auditor. The table below presents audit fee expense in the year.
Amounts in NOK million

2017

2016

Audit

3

4

Other assurance services

0

1

Other services1

1

1

Total fees to KPMG

4

6

Total audit fees - other auditor

0

0

Total continuing operations

4

6

Total discontinued operations

0

0

Total

4

6

1 Other services include NOK 0.9 million for 2017 and NOK 0.8 million for 2016 in assistance on tax advisory services
and compliance related matters
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Finance income and expenses

Financial reporting principles
Finance income and expenses comprise interest receivable on funds invested, dividend
income, foreign exchange gains and losses, interest payable on borrowings calculated using the
effective interest rate method, fair value gains or losses on ﬁnancial assets at fair value through
proﬁt or loss, gains or losses on hedging instruments that are recognised in proﬁt or loss and
reclassiﬁcation of amounts previously recognised in other comprehensive income.
Foreign exchange translation differences are recognised in proﬁt or loss, except for differences
arising from translation of qualifying cash ﬂow hedges (to the extent that the hedge is effective),
which are recognised in other comprehensive income. Translation impacts of monetary assets
and liabilities related to operating activities are recognised within operating results. Embedded
derivatives will under certain circumstances be separated and recognised at fair value in the
balance sheet and the changes recognised in the income statement.
Finance income and expenses
Amounts in NOK million

Interest income on bank deposits

2017

2016

22

16

Net foreign exchange gain

6

1

Other ﬁnance income1

3

25

31

42

Finance income
Interest expense on ﬁnancial liabilities measured at amortised cost

(20)

(20)

Net ﬁnance cost pension

(5)

(4)

Other ﬁnance cost

(1)

(6)

Foreign exchange movement embedded derivatives

(2)

(128)

(27)

(159)

Finance expenses
Net ﬁnance expenses recognised in proﬁt and loss

4

(117)

1 For 2016 NOK 22 million relates to gain on foreign currency contracts

See Note 21 Derivative ﬁnancial instruments and Note 22 Financial instruments for information
on the ﬁnance income and expense generating items.
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Income taxes

Financial reporting principles
Income tax expense comprises current and deferred tax. Income tax is recognised in proﬁt
or loss except to the extent that it relates to items recognised directly in equity or in other
comprehensive income.

ANNUAL ACCOUNTS – KVAERNER GROUP

Income tax expense
Amounts in NOK million

Current tax expense
Prior year adjustment

Current tax
Current tax is the expected tax payable or receivable on the taxable income or loss for the year,
using tax rates enacted or substantially enacted at the reporting date. Current tax also includes
any adjustment to tax payable in respect of previous years and any tax liability arising from the
declaration of dividends.
Deferred tax
Deferred tax is recognised in respect of temporary differences between carrying amounts of
assets and liabilities for ﬁnancial reporting purposes and amounts used for taxation purposes.
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted at the
reporting date. Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset current tax liabilities and assets, and they relate to income taxes levied by the
same tax authority on the same taxable entity, or on different tax entities, but they intend to
settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be
realised simultaneously. A deferred tax asset is recognised for unused tax losses, tax credits and
deductible temporary differences, to the extent that it is probable that future taxable proﬁts
will be available against amounts that can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax
beneﬁt will be realised.
Accounting estimates and judgments
Kvaerner is subject to income taxes in several jurisdictions. Signiﬁcant judgment is required
to determine the worldwide provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of
business. Provisions are based on estimates of eventual additional taxes. Income tax expense is
calculated based on reported income in the different legal entities. Deferred income tax expense
is calculated based on the differences between the assets’ carrying value for ﬁnancial reporting
purposes and their respective tax basis that are considered temporary in nature.
The total amount of income tax expense and allocation between current and deferred income tax
requires management’s interpretation of complex tax laws and regulations in tax jurisdictions
where Kvaerner operates. Valuation of deferred tax assets is dependent on management’s
assessment of future recoverability of the deferred beneﬁt. Expected recoverability may result
from expected taxable income in the near future, planned transactions or planned tax optimising
measures. Economic conditions may change and lead to a different conclusion regarding
recoverability, and such change may affect the results for each reporting period.

Total current tax expense
Current year’s deferred tax expense
Prior year deferred tax adjustment

2017

2016

17

33

0

26

17

58

149

74

20

-

Total deferred tax expense/(income)

168

74

Total tax expense

186

132

2017

2016

Proﬁt before tax

697

214

Expected income taxes (2017: 24 percent, 2016: 25 percent) of
proﬁt before tax

167

53

Prior year adjustments (current and deferred tax)

20

26

Permanent differences1

(4)

42

Effective tax rate reconciliation
Amounts in NOK million

Tax effects of:

Effect of unrecognised timing differences and tax losses2
Change in tax rates3

2

3

(9)

(3)

Differences in tax rates from 24 percent (2016: 25 percent)

4

5

Other4

7

6

186

132

Total tax expense
Effective tax rate

27%

62%

Tax effect of differences

18

77

1 Permanent differences in 2017 were mainly due to impacts from other comprehensive income pension. In 2016,
permanent differences were mainly related to goodwill impairment not being tax deductible
2 Effect of non-recognised timing differences and tax losses is related to tax losses in international operations
3 Impact of change in Norwegian nominal tax rate from 24 to 23 percent as from 2018
4 Other items are mainly related to tax on items recognised directly through equity

ANNUAL ACCOUNTS – KVAERNER GROUP

KVAERNER ANNUAL REPORT 2017

Recognised deferred tax assets and liabilities

2016
2017

Amounts in NOK million

2016

Amounts in NOK million

Balance as of
1 January

Property, plant and equipment

19

24

Property, plant and equipment

30

Pensions

45

45

Net pensions

40

Projects under construction

(425)

(1 870)

Tax losses carried forward

103

1 713

21

26

(10)

(10)

Provisions
Financial instruments
Other

20

Total deferred tax asset/(liability)

(225)

9
(62)

Change in net recognised deferred tax assets and liabilities

Recognised in
proﬁt and loss

Other
adjustments

Balance as of
31 December

24

(5)

-

19

Net pensions

45

(0)

-

45

Tax loss carry-forwards
Provisions
Financial instruments
Other
Total

Tax loss carry-forwards

(1 870)

1 446

-

(425)

1 713

(1 610)

0

103

26

(5)

-

21

(10)

1

-

(10)

6

5

9
(62)

(11)
7

(1 286)

(592)

1 194

517

Provisions
Financial instruments
Other

Other
adjustments

Balance as of
31 December

5

24

(2)

45

8

(1 870)

2

1 713

40

(11)

(2)

26

(28)

26

(8)

(10)

12

(10)

8

1

(74)

11

Total

Amounts in NOK million

Balance as of
1 January

Property, plant and equipment
Projects under construction

Projects under construction

Recognised in
proﬁt and loss

9
(62)

Tax loss carry-forwards

2017
Amounts in NOK million

37

(168)

5

20

Recognised tax losses carried forward

2017

2016

369

7 090

Recognised denied interest carried forward

79

49

Unrecognised tax losses carried forward

90

77

538

7 216

Total tax losses carried forward - continuing operations

Recognised tax losses and denied interest carried forward are related to the Norwegian
operations. Denied interest carried forward expires after six to ten years. Remaining recognised
tax losses have indeﬁnite expiry dates. Unrecognised tax losses are related to international ofﬁces
of which NOK 27 million expire after ﬁve years and the remaining have indeﬁnite expiry dates.

(225)
In addition to the tax losses above for continuing operations, unrecognised tax losses in the
group’s discontinued operations in North America amounted to NOK 633 million at year-end 2017
(2016: NOK 665 million).
The group has no current tax liabilities at year-end 2017 (2016: NOK 46 million).
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Earnings per share

Note 10 Property, plant and equipment

Financial reporting principles
The basic and diluted earnings per share are calculated as the ratio of the proﬁt for the year
that is due to the shareholders divided by the weighted average number of ordinary shares
outstanding. Treasury shares are not included in the weighted average number of ordinary shares.
Kvaerner currently has no share-based compensation that results in a dilutive effect on earnings
per share.

Financial reporting principles
Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses. The cost of self-constructed assets includes the cost of materials, direct labour, interest cost
on qualifying assets, an appropriate proportion of production overheads, and, where relevant, the
estimated costs of dismantling and removing the items and restoring the site on which they are
located. Where components of property, plant and equipment have different useful lives, they are
accounted for as separate components.

Earnings per share
2017

2016

511

82

Proﬁt/(loss) attributable to ordinary shares (NOK million):
Net proﬁt/(loss) – continuing operations
Net proﬁt/(loss) – discontinued operations
Net proﬁt/(loss) – total operations
Weighted average number of shares outstanding

31

345

542

426

266 215 316

265 937 761

Earnings per share (NOK):
Basic and diluted EPS – continuing operations

1.92

0.31

Basic and diluted EPS – discontinued operations

0.12

1.30

Basic and diluted EPS – total operations

2.04

1.60

Assets are mainly depreciated on a straight-line basis over the estimated useful lives of the assets
as follows:

>
>
>

Machinery, equipment and software: 3–15 years
Buildings: 8–30 years
Sites: No depreciation

Estimates for residual values are reviewed annually.
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Amounts in NOK million

Historical cost as of 1 January 2016
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Buildings
and sites

Machinery,
equipment
and software

Under
construction

Total

1 054

737

0

1 791

Additions

6

173

20

200

Disposals

-

(0)

-

Scrapping

(4)

(1)

Transfers

(0)

Currency translation differences
Historical cost as of 31 December 2016
Accumulated depreciation as of
1 January 2016
Depreciation for the year

1 057

Amounts in NOK million

Machinery,
equipment
and software

Under
construction

Total

1 057

909

20

1 986

Additions

17

40

23

81

(0)

Disposals

-

(2)

-

(2)

-

(4)

Scrapping

-

-

(0)

(0)

0

-

0

Transfers

(158)

171

(14)

(0)

0

(0)

(0)

(0)

0

(0)

909

20

1 986

(521)

(583)

-

(1 104)

(39)

(49)

-

(89)

Historical cost as of 1 January 2017

Buildings
and sites

39

Currency translation differences
Historical cost as of 31 December 2017
Accumulated depreciation as of
1 January 2017
Depreciation for the year1

916

1 118

30

0
2 063

(557)

(631)

-

(1 188)

(25)

(53)

-

(78)

Disposals

-

0

-

0

Disposals

-

2

-

Scrapping

4

1

-

4

Scrapping

-

-

-

-

Transfers

-

0

-

0

Transfers

125

(125)

-

(0)

Currency translation differences

0

(0)

-

0

Currency translation differences

0

(0)

-

0

Accumulated depreciation as of
31 December 2016
Book value as of 31 December 2016

(557)

(631)

500

278

20

(1 188)
798

Accumulated depreciation as of
31 December 2017
Book value as of 31 December 2017

(457)

(806)

459

311

30

2

(1 263)
800

1 Depreciation for the year includes reversal of NOK 14 million related to excess depreciation in previous years reversed
in 2017. It has been determined that the impact was immaterial for any previous year

Kvaerner has not entered into any ﬁnancial lease contracts as of 31 December 2017. At year-end
2017, Kvaerner has contractual commitments for acquisition of property, plant and equipment
amounting to NOK 10 million, mainly relating to investments at the yards at Stord and Verdal.
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Note 11 Intangible assets
Financial reporting principles
Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s
share of the net identiﬁable assets. Where fair value of net assets acquired exceeds consideration
paid, the resulting gain arising on an acquisition is recognised directly in the income statement.
Goodwill recognised on acquisitions of subsidiaries is presented within intangible assets.
Acquisitions of equity accounted investees do not result in goodwill as the full cost of acquisition
is included in the carrying value of the investment. Goodwill is carried at cost less accumulated
impairment losses.
Government grants
Government grants are recognised when it is reasonably certain that the company will meet the
conditions stipulated for the grants and that the grants will be received. Operating grants are
recognised systematically during the grant period. Grants are deducted from the cost which the
grant is meant to cover. Investment grants are recognised as a deduction of the asset’s carrying
amount.
Research and development
Expenditures on research activities undertaken with the prospect of obtaining new scientiﬁc or
technical knowledge and understanding, is recognised in proﬁt or loss as incurred. Expenditures
on development activities, whereby research ﬁndings are applied to a plan or design for the
production of new or substantially improved products and processes, is capitalised if the product
or process is technically and commercially feasible as well as being a separable asset. Capitalised
costs include the cost of materials, external contractors, direct labour and capitalised interest
on qualifying assets arising. Other development expenditures are recognised in proﬁt or loss as
incurred.
Amortisation
Except for goodwill, intangible assets, all of which have ﬁnite useful lives, are amortised on a
straight-line basis over their estimated useful lives, ranging from ﬁve to ten years, from the date
they are available for use.
Impairment
Goodwill is tested for impairment annually or more frequent if impairment indicators are
identiﬁed. An impairment loss is recognised if the carrying value of an asset or cash generating
unit (CGU) exceeds its recoverable amount.
Recoverable amount
The recoverable amount of an asset or a CGU is the greater of their net selling price and value
in use. In assessing value in use, estimated future cash ﬂows are discounted to their present
value using a pre-tax discount rate that reﬂects current market assessments of the time value of
money and the risks speciﬁc to the asset or CGU. For the purpose of impairment testing, assets
are grouped together into the smallest group of assets that generate cash ﬂows independently
of other assets or CGUs. Subject to the operating segment limit, CGUs to which goodwill has been
allocated are aggregated so that the level at which impairment testing is performed, reﬂects the
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lowest level at which goodwill is monitored for internal reporting purposes. Goodwill is allocated
to groups of CGUs that are expected to beneﬁt from the business combination in which the
goodwill arose.
Impairment loss recognition
Impairment losses are recognised in proﬁt or loss. Impairment losses recognised in respect of
CGUs are allocated ﬁrst to reduce the carrying amount of any goodwill allocated to the CGU (or
group of CGUs) and then, to reduce the carrying amount of the other non-ﬁnancial assets in the
CGU (or group of CGUs) on a pro rata basis. An impairment loss on goodwill is not reversed.
Accounting estimates and judgments
Goodwill
Management’s determination of the recoverable amounts of the cash generating units includes
assumptions regarding future project wins, their proﬁtability and terminal values. The recoverable
amounts of CGUs have been determined based on value-in-use calculations, which require the
use of estimates and judgments. Feedback from customers indicates that the decline in new ﬁeld
developments since 2014 is levelling out. Several oil companies are currently reviewing some
possible investment projects. Kvaerner sees more prospects to bid for, compared to one year ago.
Tendering activity is high and Kvaerner is currently positioning for prospects both in Norway and
selected international regions. Even further ahead, it is anticipated that oil companies will start
a number of additional prospects well ﬁt for Kvaerner, for example in the Barents Sea region.
Project awards to Kvaerner over the last 12 months prove competitiveness, but competition
remains ﬁerce. These industry trends are reﬂected in the group’s annual impairment test.
Intangible assets
Amounts in NOK million

Balance as of 1 January 2016
Amortisation
Impairment
Additions
Balance as of 31 December 2016

Intangible assets
excl. goodwill

Goodwill

Total

68

805

873

(12)
-

(198)

(12)
(198)

3

-

3

59

607

666

Amortisation

(12)

-

(12)

Impairment

(15)

-

(15)

Additions

10

-

10

Transfers

0

-

0

42

607

649

Balance as of 31 December 2017

Research and development costs
For the year ended 31 December 2017, the group capitalised development costs of NOK 10
million (2016: NOK 3 million) related to IT systems for Structural Solutions and development of
mobile application platform and intranet for the group. In 2017 NOK 35 million (2016: NOK 15
million) has been expensed for research and development as the criteria for capitalisation were
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not met. Research and development costs paid by customers amounted to NOK 2 million in the
period (2016: nil).
Impairment of intangible assets in 2017 of NOK 15 million is related to capitalised development
of concepts and systems in previous years.
Goodwill-allocation by operating segment
Amounts in NOK million

2017

2016

Process Solutions

421

421

Structural Solutions

186

186

Total Field Development

607

607

Impairment testing of goodwill
Goodwill originates from a number of historic acquisitions. Goodwill was allocated to the business
areas, based on relative fair value estimates of the businesses at the time of demerger from Aker
Solutions in 2011. Following changes in the composition of the cash generating units in 2016,
goodwill was then reallocated to the new operational areas.
In 2016, goodwill of NOK 198 million related to Concrete Solutions was fully impaired as a
result of assessment of the uncertainty of the amounts and timing of new projects within the
operational area and was not reﬂecting Kvaerner’s view on the long term prospects within the
Concrete business.
2017 Impairment test
Key assumptions
Management’s approach to determine the values that are assigned to each key assumption reﬂect
past experience and are as follows:

>
>
>
>
>
>
>

Assumed project awards is an essential element in the impairment testing. The group’s business
development organisation reviews and considers market prospects and selects target projects
Target projects are included based on a probability weighting assessed by business
development, i.e. probability that projects will go ahead and probability that Kvaerner will
be selected as supplier and estimated revenues and margins based on the scope of work and
Kvaerner’s experience and judgment from other projects
Cash ﬂow projections for ongoing projects are based on budget and forecast
Explicit period for estimated cash ﬂows are fourth quarter 2017–2021
Terminal values reﬂecting long term, steady state revenue and margin levels are estimated
based on a combination of historic levels and judgment
An annual growth rate of one percent is used in calculating the terminal value for Process
Solutions and Structural Solutions
The pre-tax discount rate, based on a weighted average cost of capital assessment, used is
calculated based on the post-tax rate using an iterative process that gives the same net present
value of cash ﬂows pre- and post-tax. The post-tax discount rate applied in the testing is 8.7
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percent, and pre-tax discount rates are 11.3 percent for Process Solutions and 11.4 percent for
Structural Solutions
For operational areas Process Solutions and Structural Solutions recoverable amount for
recognised goodwill exceeds the related carrying values, and consequently the analysis indicates
that no impairment is required. There is considerable headroom compared to the carrying amount
for these operating areas.
Sensitivities
The following adverse changes could occur simultaneously before any impairment is required; for
Process Solutions, revenue reduction of 15 percent, EBITDA margin reduction of 0.95 percentage
points and increase in pre-tax discount rate of 2.1 percentage points. For Structural Solutions,
revenue reduction of 15 percent, EBITDA margin reduction of one percentage point and increase
in pre-tax discount rate of 2.1 percentage points.

Note 12 Trade and other current assets
Financial reporting principles
Trade and other receivables are recognised at the original invoiced amount, less an allowance for
doubtful receivables. The invoiced amount is considered to be approximately equal to the value
which would be derived under the amortised cost method.
Kvaerner recognises impairment of ﬁnancial assets measured at amortised cost, including trade
receivables, when there is objective evidence that it will be unable to recover balances in full.
Balances are written off when the probability of recovery is assessed as being unlikely.
Trade receivables and other current assets
2017

2016

Trade receivables

775

802

Provision for impairment of receivables

(31)

Trade receivables, net

744

Amounts in NOK million

Note

Advances to suppliers

(28)
774

2

2

88

68

Accrued operating revenue

457

353

Other receivables

221

200

Work in progress

Derivative ﬁnancial instruments
Total trade and other receivables
Other
Total trade and other current assets

3

21

7

9

1 519

1 407

5

6

1 524

1 413
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Impairment losses in 2017 were nil (2016: nil).
2017

2016

Current

471

689

Past due 0–30 days

242

53

15

9

Amounts in NOK million

Past due 31–90 days
Past due 91 days to one year
Total

47

52

775

802

Treasury shares
The group purchases its own shares to meet the obligations under the matching element of the
variable pay programme. Purchase of own shares is recognised at cost as a reduction in equity
and is classiﬁed as treasury shares. No gain or loss is recognised in the income statement when
treasury shares are sold.
Amounts in NOK million

Treasury shares as of 31 December 2016
Purchase
Sale
Treasury shares as of 31 December 2017

Number of shares

Consideration

3 674 061

25

(1 517 021)
2 157 040

(9)
15

Note 13 Cash and cash equivalents
Financial reporting principles
Cash and cash equivalents include cash on hand, demand deposits held with banks and other
short-term highly liquid investments with original maturity of three months or less.
Amounts in NOK million

Restricted cash
Cash pool
Interest-bearing deposits
Non interest-bearing deposits
Total

2017

2016

1

1

527

443

2 280

2 602

5

-

2 812

3 047

Hedging reserve
The hedging reserve relates to cash ﬂow hedges of future revenues and expenses against
exchange rate ﬂuctuations. The income statement effects of such instruments are recognised
in accordance with the progress of the underlying construction contract as part of revenues or
expenses as appropriate. The hedging reserve represents the value of such hedging instruments
that are not yet recognised in the income statement. The underlying nature of a hedge is that a
positive value on a hedging instrument exists to cover a negative value on the hedged position,
see Note 21 Derivative ﬁnancial instruments.
Pension reserve
The deﬁned beneﬁt plan actuarial gains and losses reserve includes remeasurement of the net
deﬁned beneﬁt liability, which comprise actuarial gains and losses on the return of plan assets
(excluding interest).
Currency translation reserve
The currency translation reserve includes exchange differences arising from the translation of the
net investment in foreign operations.

Note 14 Equity
Share capital
Kværner ASA has one class of shares, ordinary shares, with equal rights for all shares. The holders
of ordinary shares are entitled to receive dividends and are entitled to one vote per share at
General Meetings.
Total outstanding shares are 269 000 000 at par value of NOK 0.34 per share. All issued shares
are fully paid.
In 2017 and 2016 there have been no payments of dividends.

Note 15 Pension obligations
Financial reporting principles
Deﬁned contribution plans
Obligations for contributions to deﬁned contribution pension plans are recognised as an expense
in the proﬁt or loss as incurred.
Deﬁned beneﬁt plans
The group’s net obligation for deﬁned beneﬁt pension plans is calculated as net present value
of future beneﬁts the employees have earned in the current and prior periods reduced with fair
value of plan assets. The plans are calculated separately. When the actuarial calculation results in
a beneﬁt to the group, the recognised asset is limited to the present value of any future refunds
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from the plan or reductions in future contributions to the plan. The discount rate is the yield at
the balance sheet date on high-quality corporate bonds with maturities consistent with the terms
of the obligations. The calculation is performed by a qualiﬁed actuary using the projected unit
credit method.
The group determines the net interest expense/income on the net deﬁned beneﬁt liability/asset
for the period by applying the discount rate used to measure the deﬁned beneﬁt obligation at the
beginning of the annual period to the net deﬁned beneﬁt liability/asset.
Remeasurements arising from deﬁned beneﬁt plans comprise of actuarial gains and losses,
return on plan assets (excluding interest) and the effect of the asset ceiling, and are recognised
immediately in other comprehensive income.
When the beneﬁts of a plan are changed or when a plan is curtailed, the portion of the changed
beneﬁt related to past services from the employees and the gain or loss on the curtailment, is
recognised immediately in proﬁt or loss. The group recognises gains and losses on settlements of
deﬁned beneﬁt plans when settlements occur.
Accounting estimates and judgments
The present value of pension obligations depends on a number of assumptions regarding ﬁnancial
factors such as discount rate, expected salary growth, return on assets and demographical factors
such as mortality, employee turnover, disability and early retirement age. During the long period
of the pension obligation there will be changes in these assumptions effecting the pension
obligation.
Pension plans in Norway
The main pension arrangement in Norway is a general pension plan organised by the Norwegian
state. This arrangement provides the main general pension entitlement of all Norwegians.
All pension arrangements by employers, consequently represent limited additional pension
entitlements.
Norwegian employers are obliged to provide an employment pension plan, which can be
organised as a deﬁned beneﬁt plan or a deﬁned contribution plan.
Deﬁned contribution plan
All employees at 67 years or younger are included in the deﬁned contribution plan in Kvaerner.
The annual contributions expensed for the deﬁned contribution plan were NOK 97 million (2016:
NOK 88 million). The estimated contributions expected to be paid in 2018 are NOK 95 million.
Deﬁned beneﬁt plan
Employees who were 58 years or older in 2008, when the deﬁned beneﬁt plan was closed,
are still in this plan. This is a funded plan and represents the funded pension liability reported.
Kvaerner’s contributions to this plan in 2017 were NOK 17 million (2016: NOK 19 million) and the
expected contributions for 2018 are NOK 18 million.
The net pension obligation is sensitive to deviations in mortality for the members versus the
mortality table used for calculating the obligation. As payments of the funds are relatively close in
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time, in a pension perspective, the net pension obligation is sensitive to reductions in the values
of the investments.
Compensation plan
To ensure that the employees were treated fairly at the change from the deﬁned beneﬁt plan
to the deﬁned contribution plan, the company introduced a compensation plan. The employees
are entitled to a compensation amount being the difference between calculated pension capital
in the deﬁned beneﬁt plan and the value of the deﬁned beneﬁt plan at the age of 67 years. The
compensation amount is adjusted annually in accordance with the adjustment of the employees’
pensionable income and accrued interest according to market interest. The compensation plan
is an unfunded plan, and the obligation is calculated by actuary on a yearly basis. The ﬁrst
payments to employees from this plan started in 2017.
AFP – early retirement arrangement
AFP is an early retirement arrangement organised by Norwegian employers, The Norwegian
Confederation of Trade Unions (LO) and the Norwegian state. The AFP plan is providing additional
lifelong pensions to employees that retire before the general retirement age, to compensate
for the reduction in the ordinary pension entitlements. The employees are given a choice of
retirement age, with lower pension at earlier retirement.
The Norwegian Accounting Standards Board has issued a comment concluding that the AFP plan is
a multi-employer deﬁned beneﬁt plan. The AFP plan exposes the participating entities to actuarial
risk associated with employees of other entities with the result that there is no consistent and
reliable basis for allocating the obligation, plan assets and costs to individual participating
entities. Sufﬁcient information is not available to use deﬁned beneﬁt accounting and the AFP plan
is accounted for as a deﬁned contribution plan.
The annual contribution expensed for the AFP plan was NOK 30 million (2016: NOK 31 million).
The estimated contributions expected to be paid in 2018 is NOK 31 million.
Pension plans outside Norway
All pension plans in Kvaerner companies outside Norway are deﬁned contribution plans.
Contributions to these plans were NOK 0.6 million in 2017 (2016: NOK 0.9 million). Estimated
contributions in 2018 are NOK 0.5 million.
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Total pension cost including payroll tax
Amounts in NOK million

Service cost¹
Administration cost
Settlements2

Movement in pension obligation and plan asset
2017

2016

17

36

1

1

Service cost

17

36

(1)

-

Interest expense

12

13

Amounts in NOK million

Projected beneﬁt obligation as of 1 January

2016

500

494

17

38

(5)

(3)

Pension cost deﬁned contribution plans

132

120

Beneﬁts paid

(47)

(39)

Net periodic pension cost

149

157

Settlements1

(24)

-

Net interest cost/(income)

5

4

21

1

154

161

Projected beneﬁt obligation as of 31 December

475

500

Plan assets at fair value as of 1 January

331

335

Net periodic pension cost deﬁned beneﬁt plans

Net periodic pension cost incl. net interest cost

1 In 2016, the service cost was increased by NOK 17 million, following changes in the numbers of employees within AFP
scheme
2 In 2017 paid up policies have been issued for disability pension beneﬁts

Payroll tax of employer contribution assets

2017

Remeasurements loss/(gain) to other comprehensive income (OCI)

Interest income
Contributions paid into the plan
Beneﬁts paid

8

9

38

28

(47)

(39)

Payroll tax of employer contribution assets

(5)

(3)

Administrative expenses paid

(1)

(1)

Settlements1

(23)

-

Remeasurements loss/(gain) to other comprehensive income

(14)

3

Plan assets at fair value as of 31 December

287

Effect of asset ceiling2
Net beneﬁt obligation as of 31 December

(9)
198

331
(20)
190

As presented in the balance sheet
Employee beneﬁt assets

-

2

Employee beneﬁt obligations

(198)

(191)

Total

(198)

(190)

1 In 2017 paid up policies have been issued for disability pension beneﬁts
2 Asset ceiling is implemented to reduce net pension assets according to the IFRS deﬁnition of assets. The effect is booked
to other comprehensive income
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Deﬁned beneﬁt obligation speciﬁed by funded and unfunded pension plans
Amounts in NOK million

45

Fair value of equities is based on their quoted prices at the reporting date without any deduction
for estimated future selling cost. The equity portfolio is invested globally.
2017

2016

Funded

277

309

Unfunded

198

191

Net employee beneﬁt assets/(employee beneﬁt obligations)

475

500

Investments in bonds are done in the Norwegian market and most of the bonds are not listed on
any exchange. Market value at year-end is based on ofﬁcial prices provided by the Norwegian
Securities Dealers Association. Bond investments have on average a high credit rating, and most
of the investments are in Norwegian municipalities with a credit rating of AA.
Investments in funds/private equity are mainly funds that invest in listed securities and where
fund value is based on quoted prices.

Included in other comprehensive income (OCI)
Amounts in NOK million

2017

2016

Actuarial assumptions
The following are the principal actuarial assumptions at the reporting date.
2017

2016

Discount rate

2.40%

2.50%

Asset return

2.40%

2.50%

Salary progression

2.50%

2.25%

Pension indexation

0–4.00%

0–2.25%

Remeasurements loss/(gain) from changes in:
Effect of changes in ﬁnancial assumptions

5

(33)

Effect of changes in demographic assumptions

-

28

Effect of experience adjustments

16

6

Return on plan assets (excluding interest income)

14

(3)

Changes in asset ceiling
OCI losses/(gains)

(11)

20

25

18

Mortality table

2017

2016

Equity instruments

2.00%
K2013

Assumptions regarding future mortality are based on the dynamic mortality table K2013. The
dynamic model expects improvements in life expectancy over time, expected for Kvaerner
employees as well. The current longevities underlying the values of the deﬁned beneﬁt obligation
at the reporting date were as follows:

– Oil & Gas

4

2

– Oilﬁeld Services & Equipment

3

6

– Renewable Energy

1

1

Assumed life expectancy retiring today (member age 65)

– Chemicals

0

2

Bonds
– Government

2.25%
K2013

The discount rate is based on estimated Norwegian high quality corporate bond rate.

Analyses of assets in the deﬁned beneﬁt plan
Plan assets comprise:
Amounts in NOK million

G - multiplier

2017

2016

Males

22.2

22.1

Females

25.5

25.4

3

5

– Finance

37

57

Assumed life expectancy retiring in 25 years (member age 40 today)

– Private and Government enterprise

64

65

Males

24.5

24.4

138

168

Females

28.0

27.9

38

25

287

331

– Municipalities
Fund/Private Equity
Plan assets

Sensitivity analysis
Calculation of the deﬁned beneﬁt obligation is sensitive to the actuarial assumptions set out
above. An entity shall disclose a sensitivity analysis for each signiﬁcant actuarial assumption.
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Possible changes at the reporting date to one of the relevant actuarial assumptions, holding other
assumptions constant, would have affected the deﬁned beneﬁt obligation by amounts shown
below:
Deﬁned beneﬁt obligation
Effects in NOK million

Discount rate (1% movement)
Future salary growth (1% movement)
Future pension growth (1% movement)

Increase
(40)

Decrease

Minimum lease payments recognised in the income statement
2017

2016

Buildings

57

44

Plant, equipment and machinery

36

14

Total

93

59

2017

2016

Amounts in NOK million

49

1

(1)

38

(31)

Lease commitments
Total non-cancellable operating lease commitments
Amounts in NOK million

Note 16 Operating leases
Financial reporting principles
Payments made under an operating lease are recognised in proﬁt or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognised as an integral part of the total
lease expense, over the term of the lease. The group does currently not have any leases classiﬁed
as ﬁnance leases.
Lease expenses and sub-lease income
Kvaerner has entered into various operating lease contracts, mainly related to rental of buildings.
In addition Kvaerner is leasing a demolition area at Stord, and various, insigniﬁcant, equipment
and machinery related to operations at the Stord and Verdal yards. The lease terms vary from
short term lease contracts to lease contracts with duration up to 12 years. None of the leases
include signiﬁcant contingent payments. The majority of the lease contracts are renewable at the
end of the lease period at market rates.

Amount due within one year

76

48

Amount due between one and ﬁve years

164

151

Amount due later than ﬁve years

128

154

Total

367

353

As from 2016, common service costs relating to leases are excluded from operating lease
commitments.
The group has non-cancellable sublease contract for ofﬁces in Houston, USA. Future minimum sublease income at year-end 2017 is NOK 5 million.

Note 17 Interest-bearing liabilities
In 2013 Kvaerner signed an agreement with Fornebuporten AS for a long term lease for
Kvaerner’s new headquarters at Fornebu. Kvaerner moved to new ofﬁces at Fornebuporten end
of June 2015. The lease contract is for approximately 8 000 square metres at market terms,
representing an all-inclusive annual average lease payment of NOK 27 million for the initial lease
term. The term of the agreement is 12 years with options for ﬁve plus ﬁve years. Fornebuporten
AS was owned by Aker ASA, related party to Kvaerner, when the lease agreement was entered
into. In November 2015 Fornebuporten AS was sold to Fornebu Gateway AS, also related party to
Aker ASA and Kvaerner. Refer to Note 18 for onerous lease provision recognised in the year.
Sublease payments and contingent rent recognised in the income statement for the years ended
31 December 2017 and 2016 were insigniﬁcant.

Financial reporting principles
Interest-bearing loans and borrowings are measured at amortised cost.
Bank debt
The revolving credit facility agreement of 8 July 2015 is a revolving credit facility of NOK 2 000
million, maturing in July 2020. The facility is provided by a syndicate of high quality international
banks. The revolving credit facility was undrawn during 2017 and as per 31 December 2017.
The terms and conditions include restrictions which are customary for these kind of facilities,
including inter alia negative pledge provisions and restrictions related to acquisitions, disposals
and mergers. There are also certain provisions of change of control included in the agreement.
There are no restrictions for dividend payments. The facility is unsecured.
The ﬁnancial covenants are based on three sets of key ﬁnancial ratios; an equity ratio based
on consolidated total borrowings/consolidated total equity, a cash covenant calculated by
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consolidated total borrowings less consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage ratio based on consolidated EBITDA/
consolidated ﬁnance costs. The ﬁnancial covenants are tested on a quarterly basis. As of 31
December 2017 the company is in compliance with all covenants. The margin applicable to the
facility is based on a margin grid determined by the gearing ratio.

Nominal
currency
value

Amounts
in million

Revolving
credit
facility
Total noncurrent
borrowings

Accounting estimates and judgments
The provisions are estimated based on assumptions and in nature highly judgmental. The various
provisions and the related assumptions and uncertainties are discussed below.

Amounts in NOK million

2017 and 2016

Book
value

Interest
margin

Interest
rate

Effective
interest
rate

Balance as of 1 January 2016
Maturity
date

Interest
terms

2 000

-

2.00%

-

-

8 July
2020

IBOR +
Margin1

-

1 The margin applicable to the facility is decided by a margin grid based on the gearing ratio. Commitment fee is 40
percent of the margin

Note 18 Provisions and contingent liabilities
Financial reporting principles
A provision is recognised in the balance sheet when the group has a present obligation as a result
of a past event, it is probable that the group will be required to settle the obligation and the
amount can be reliably estimated. Provisions are determined by discounting the expected future
cash ﬂows at a market based pre-tax rate that reﬂects current market assessments of the time
value of money and, where appropriate, the liability-speciﬁc risks. The unwinding of the discount
is recognised as a ﬁnance cost. Onerous contracts are measured at the lower of the expected cost
of terminating a contract and the expected net cost of continuing with the contract. All provisions
are presented as current liabilities as they are part of the operating cycle.

Warranties

Onerous
lease

Other

Total

142

-

22

164

Provisions made during the year

-

-

34

34

Provisions used during the year

(9)

-

(24)

(33)
(29)

Provisions reversed during the year
Multi
currency

47

Currency translation differences
Balance as of 31 December 2016
Provisions made during the year

(29)

-

(0)

-

-

(1)

103

-

8

53

31
9

(1)
135
70

Provisions used during the year

(23)

-

(21)

(43)

Provisions reversed during the year

(11)

-

(0)

(11)

Transferred to discontinued operations

-

-

(1)

(1)

Currency translation differences

-

-

(0)

78

53

18

148

Non-current

38

45

11

94

Current

40

8

7

55

Total

78

53

18

148

Balance as of 31 December 2017

(0)

Expected timing of payment as of
31 December 2017

Warranties
Provisions for warranties relate to the possibility that Kvaerner, based on contractual agreements,
needs to perform guarantee work related to products and services delivered to customers. A
provision for expected warranty expenditures is recognised when the underlying products or
services are sold. The provision is based on historical warranty data. The warranty period is
normally two years. Based on experience, the provision is often set at one percent of the contract
value, but can also be a higher or lower amount following a speciﬁc evaluation of the actual
circumstances for each contract. The evaluations are based on experience from earlier projects.
Factors that could affect the estimated warranty cost include the group’s quality initiatives and
project execution model.
Onerous lease contract
The onerous lease contracts provision relates to separable parts of leased ofﬁce building that
have been vacated by Kvaerner. Future lease commitments and future expected sub-lease income,
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in current prices, represent the net liability. The amounts are not discounted since risk adjusted
real interest rate is assessed to be negative. The provision is sensitive to changes in the discount
rate and sub-lease income assumptions.
Other
Other provisions mainly relate to severance pay to employees following capacity adjustments.
Contingent liabilities
Given the scope of Kvaerner’s worldwide operations, group companies are inevitably involved in
legal disputes in the course of their activities. Provisions have been recognised to cover expected
outcome of any disputes and litigation proceedings in accordance with applicable accounting rules.
Such provisions are based on management’s best judgement and estimates of a likely outcome of
the dispute and will be subject for review by in-house or external legal advisors. However, the
ﬁnal outcome of such disputes and litigation proceedings will always be subject to uncertainties,
and resulting liabilities may exceed recorded provisions. The disputes and litigation proceedings
are continuously monitored and reviewed, and recognised provisions are adjusted to reﬂect
management’s best estimates of most recent facts and circumstances. Litigation and arbitration
costs are recognised as they occur.
Nordsee Ost project
In 2012, arbitration related to the Nordsee Ost project was ﬁled. The last wind jackets for the
project were delivered in October 2013.
In the group’s view, the legacy project related to Nordsee Ost is subject to signiﬁcant estimation
uncertainty and the outcome could have a material impact on the consolidated ﬁnancial
statements. Management’s assessments of the likely outcome of these proceedings, which form
the basis of the recoverable amounts recognised in the ﬁnancial statements, are subject to a high
degree of uncertainty as the proceedings have continued for many years, are subject to complex
interpretations of contractual, engineering, design and project execution issues and there are a
wide range of reasonably possible outcomes. It is currently not possible to estimate when the
arbitration will be ﬁnalised.
There is substantial uncertainty with respect to the ﬁnal ﬁnancial outcome of the Nordsee Ost
project, and to avoid prejudicing Kvaerner’s position, no estimate of the expected ﬁnal outcome is
disclosed.
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Note 19 Trade and other payables
Financial reporting principles
Trade and other payables are recognised at the original invoiced amount. The invoiced amount is
considered to be approximately equal to the value which would be derived under the amortised
cost method.

Trade and other payables
Amounts in NOK million

Note

2017

2016
671

Trade creditors

425

Advances from customers

433

739

Accrued operating and ﬁnancial costs

977

1 237

Derivative ﬁnancial instruments
Sundry taxes
Other current liabilities
Total trade and other payables

21

14

8

156

148

26

18

2 032

2 820

Note 20 Financial risk management and exposures
Financial risk
The group is exposed to a variety of ﬁnancial risks: currency, interest rate, price, credit, liquidity
and capital risks. Market risk affects the value of ﬁnancial instruments held. The objective of
ﬁnancial risk management is to manage and control ﬁnancial risk exposure and thereby increase
the predictability and minimise the potential adverse effects on the group’s ﬁnancial performance.
The group uses derivative ﬁnancial instruments to hedge certain risk exposure and applies hedge
accounting in order to reduce proﬁt or loss volatility.
The group’s approach to risk management includes identifying, evaluating and managing risk in all
activities using a top-down approach with the purpose of avoiding sub-optimisation and utilising
correlations observed from a group perspective.
Risk management is present in every project and it is the responsibility of the project managers in
cooperation with Treasury to identify, evaluate and hedge ﬁnancial risk under policies approved
by the Board of Directors. The group has well-established principles for overall risk management,
as well as policies for the use of derivatives and ﬁnancial investments.
Currency risk
Kvaerner operates internationally and is exposed to currency risk on commercial transactions,
recognised assets and liabilities. Commercial transactions and recognised assets and liabilities are
subject to currency risk when payments are denominated in a currency other than the respective

ANNUAL ACCOUNTS – KVAERNER GROUP

KVAERNER ANNUAL REPORT 2017

functional currency of the group company. The group’s exposure to currency risk is primarily
related to USD, EUR, GBP, CAD, SEK, PLN, and RUB.

Estimated forecasted receipts and payments in the tables above are calculated based on the
group’s hedge transactions through Treasury. These are considered to be the best estimate of the
currency exposure, given that all currency exposure is hedged in accordance with the group’s
policy. A foreign currency sensitivity analysis indicates that changes in the foreign currency rates
would only have minor effects on equity and proﬁt and loss. A ten percent weakening of the NOK
against the currencies listed as of 31 December would have increased/(decreased) equity and
proﬁt and loss by the amounts shown in the table below. The selected rate of ten percent is seen
as a reasonable possibility for NOK ﬂuctuations within a normal year.

Kvaerner’s policy requires that entities hedge their entire contractually binding currency risk
exposure in any project using forward currency contracts. Treasury manages internal exposures
by entering into external forward currency contracts. The group has a number of contracts
involving foreign currency exposures, and the currency risk policy was established years ago.
For segment reporting purposes, each legal entity designates all currency hedge contracts with
Treasury as cash ﬂow hedges. External foreign exchange contracts are designated at group level
as hedges of currency risk on a gross basis. These hedges are done back-to-back. When hedges do
not qualify for hedge accounting under IFRS, an adjustment is done at group level. See Note 21
Derivative ﬁnancial instruments for information regarding the accounting treatment of hedging
and embedded derivatives.
The group’s exposure to its main foreign currencies
2017
Amounts in million

RUB

PLN

SEK

CAD

GBP

USD

EUR
18

Cash

(109)

0

0

6

1

11

Balance sheet exposure

(109)

0

0

6

1

11

18

4

-

1

-

-

8

67

Estimated forecast payments to vendors

(9)

-

-

-

-

(4)

Cash ﬂow exposure

(5)

-

1

-

-

4

65

-

(1)

-

-

(4)

(65)

0

0

6

1

11

Estimated forecast receipts from customers

Forward exchange contracts
Net exposure

5
(109)

49

(2)

Changes in currency rates change the values of hedging derivatives, embedded derivatives, and
cash balances. The table below illustrates the aggregated effects of derivatives and cash balances.
Hedges that qualify for hedge accounting are reported in the proﬁt and loss according to the
progress of projects. Deferred value of cash ﬂow hedges is reported as hedging reserve in equity.
Any changes to currency rates will therefore affect equity.
Value of hedging instruments that do not qualify for hedge accounting cannot be deferred from
proﬁt and loss. Changes in proﬁt and loss are based on changes in fair values of the hedges that
do not qualify for hedge accounting and any ineffectiveness in hedges that are hedge accounted.
The analysis includes only project-related items and assumes that all other variables, in particular
interest rates, remain constant. Calculations are based on amounts and foreign currency exchange
rates as of 31 December 2017. The analysis is performed on the same basis as it was for 2016.
Changes in fair value to embedded derivatives will also have an effect directly to proﬁt and loss.
Although not all foreign exchange contracts are part of hedge accounting relationships, they are
used to economically hedge current risk. The effect on proﬁt and loss under ﬁnancial items in the
table below will have an opposite effect on future operating income or expense as progress on
projects increases. Equity in the table is the hedge reserve that follows from cash ﬂow hedges.
2017

18
Amounts in NOK million

Proﬁt/(loss)
before tax2

2016
Equity1

Proﬁt/(loss)
before tax2

Equity1

2016
RUB

PLN

SEK

CAD

GBP

USD

EUR

Cash

14

0

34

2

5

9

10

Balance sheet exposure

Amounts in million

USD – 10 percent weakening

11

(8)

2

-

EUR – 10 percent weakening

28

(10)

6

(6)

CAD – 10 percent weakening

1

-

-

-

GBP – 10 percent weakening

6

-

2

(1)

14

0

34

2

5

9

10

SEK – 10 percent weakening

(1)

(0)

3

(3)

Estimated forecast receipts from customers

-

-

28

-

6

19

63

PLN – 10 percent weakening

0

1

-

1

Estimated forecast payments to vendors

-

(25)

-

-

-

-

RUB – 10 percent weakening

1

(0)

-

-

Cash ﬂow exposure

-

(25)

28

-

6

17

63

Forward exchange contracts

-

25

(28)

-

(6)

(17)

(63)

14

0

34

2

5

Net exposure

(2)

9

10

1 The effects to equity that follow directly from the effects to proﬁt and loss are not included
2 The effect on proﬁt/(loss) before tax is mainly related to embedded derivatives
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A ten percent strengthening of the NOK against the above currencies as of 31 December 2017
would have had the equal but opposite effect on the above amounts, on the basis that all other
variables remain constant. The sensitivity analysis does not include effects on the consolidated
result and equity from changed exchange rates used for consolidation of foreign subsidiaries.
Translation exposure
Translation exposure occurs when foreign operations are translated for consolidation in to the
ﬁnancial statement of the group.

Total
Amounts in
NOK million

Revenue

10% depreciation

EBITDA Equity

Revenue EBITDA

Equity

Change
Revenue

EBITDA

2017

6 536

799

3 190

6 567

796

3 197

31

(2)

2016

7 896

629 2 656

7 921

637

2 640

25

8

Equity
7
(16)

Kvaerner has several investments in foreign operations, whose net assets are exposed to foreign
currency translation risk.

Interest rate risk
Kvaerner’s interest rate risk arises from cash balances and external loans. Kvaerner does not have
any external interest bearing debt as of 31 December 2017.

Signiﬁcant exchange rates applied for group reporting and consolidation

An increase of 100 basis points in interest rates during 2017 would have increased equity and
proﬁt or loss by the amounts shown in the table below. This analysis assumes that all other
variables, in particular foreign currency rates, remain constant. The analysis is performed on the
same basis as for 2016.

Average rate
Currency

Closing rate

2017

2016

2017

2016

USD

8.2426

8.4458

8.1860

8.6065

CAD

6.3476

6.3594

6.5185

6.4062

Cash and cash equivalents – 1 percent interest increase

28

30

EUR

9.3109

9.2973

9.8210

9.0826

Cash ﬂow sensitivity (net)

28

30

Amounts in NOK million

GBP

10.6342

11.4596

11.0610

10.6500

SEK

0.9670

0.9854

0.9997

0.9521

PLN

2.1870

2.1342

2.3468

2.0611

RUB

0.1409

0.1258

0.1420

0.1407

The next table illustrates the group’s exposure to translation risk. Had the Norwegian currency
depreciated by ten percent during 2017, the consolidated ﬁnancial statements would have
been affected by the changes in the table below. The sensitivity analysis is only a translation
sensitivity and does not reﬂect changes in competitiveness, derivatives or other effects from
currency ﬂuctuations. Sensitivity analysis per currency has been made. The total result is given in
the presented table.

2017

2016

Price risk
Kvaerner is exposed to ﬂuctuations in market prices in the operational areas related to contracts,
including changes in market price for raw materials, equipment and development in wages. These
risks are managed in bid processes by locking in committed prices from vendors as a basis for
offers to customers or through escalation clauses with customers.
Credit risk
Customer credit risk
Credit risk is the risk of ﬁnancial loss to the group if customers or counterparties to ﬁnancial
investments/instruments fail to meet their contractual obligations, and arises principally from
external receivables. Assessment of credit risk related to customers and subcontractors is an
important requirement in the bid phase and throughout the contract period. Such assessments
are based on credit ratings, income statement and balance sheet reviews, and on using credit
assessment tools available (e.g. Dun & Bradstreet/Orbis). Sales to customers are settled in cash.
Based on estimates of incurred losses in respect of trade and other receivables, the group
establishes a provision for impairment. Provisions for loss on debtors are based on individual
assessments. Provisions for loss on receivables are low, and there are no historical losses of any
signiﬁcance.
Revenues are mainly related to large and long-term projects with payments up front and
thereafter in accordance with agreed milestones. Normally, lack of payment is due to
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disagreements related to project deliveries and is solved together with the customer or escalated
for resolution through arbitration or other mechanisms as per individual contracts.
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Financial liabilities and the period in which they mature
2017

Customers are typically large and highly reputable oil companies with a low credit risk, which
reduces the credit risk signiﬁcantly. However, the contractual counterparty may be a special
purpose asset owning vehicle or similar entity of the customer. In these cases an evaluation of
credit risk takes into account the facts and circumstances of such arrangements, and credit risk
is mitigated where possible by requiring parent company guarantees, customer pre-payments,
obtaining contractor liens and other such actions. The risk of counterparties not meeting their
contractual obligations will normally be related to legal disputes, see Note 18 Provisions and
contingent liabilities.

Amounts in NOK million

Trade and other payables

Note

Book
value

19

(2 032)

(2 032)

(2 032)

(2 032)

(2 032)

(2 032)

Total

Total undiscounted
cash ﬂow1

6 mths
and less

2016
The maximum exposure to credit risk as at the reporting date equals the book value of each
category’s ﬁnancial assets. The group does not hold collateral as security.
Derivative credit risk
Derivatives are only traded against approved banks through Treasury. All approved banks are
participants in the group’s loan syndicate and have the highest ratings at Moody’s and S&P. Credit
risk related to derivatives is therefore considered to be insigniﬁcant.

Amounts in NOK million

Trade and other payables

Note

Book value

19

Total

Total undiscounted
cash ﬂow1

6 mths
and less

(2 820)

(2 820)

(2 820)

(2 820)

(2 820)

(2 820)

1 Nominal currency value including interests

Liquidity risk
Liquidity risk is the risk that the group may encounter under the obligations associated with its
ﬁnancial liabilities. The group’s approach in managing liquidity is to ensure, as far as possible,
that it will always have sufﬁcient liquidity reserves to meet its liabilities when due. The nature
of the group’s business dictates a close monitoring of liquidity. Payment from customers is often
monthly cash-calls and involves large sums of cash.
Prudent liquidity risk management includes maintaining sufﬁcient cash, the availability of funding
from an adequate amount of committed credit facilities and the ability to close out market
positions.
Management monitors rolling bi-weekly and monthly forecasts of the group’s liquidity reserve on
the basis of expected cash ﬂows. For information regarding capital expenditures and net operating
assets, see Note 4 Operating segments.

Group policy for the purpose of optimising availability and ﬂexibility of cash within the group
is to operate a centrally managed cash-pooling arrangement. Such arrangements are either
organised with a bank as a service provider, or as a part of the operation of the internal treasury
function. An important condition for the participants (legal entities) in such cash-pooling
arrangements is that the group as an owner of such pools is ﬁnancially viable and capable of
servicing its obligations concerning repayment of any net deposits made by the entities.
Capital management
The group’s objective for managing capital is to safeguard its ability to continue as a going
concern in order to provide returns for shareholders and beneﬁts for other stakeholders, while
maintaining an optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the group may adjust the amount of dividends
paid to shareholders, return capital to shareholders, or sell assets to reduce debt.
Guarantee obligations
The group has provided the following guarantees on behalf of wholly owned subsidiaries as of 31
December 2017 (all obligations are per date of issue):
Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total

2017

2016

45 359

47 052

1 767

1 439

47 126

48 491
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Note 21 Derivative ﬁnancial instruments
Financial reporting principles
The group holds derivative ﬁnancial instruments to hedge its exposure to foreign exchange risks
arising from operational, ﬁnancial and investment activities.
All derivatives are initially recognised at fair value on the date a derivative contract is entered
into and are subsequently re-measured at their fair value. The gain or loss on re-measurement of
the group’s embedded derivatives and other derivatives that do not qualify for hedge accounting
is recognised immediately in proﬁt or loss.
Where derivatives qualify for hedge accounting, recognition of any gain or loss depends on the
nature of the item being hedged.
Foreign currency as embedded derivatives
Embedded derivatives may exist in contracts with a currency different from the functional
currency of the contracting partners. Embedded derivatives will under certain circumstances be
separated and recognised at fair value in the balance sheet and the changes recognised in the
income statements. These entries will result in a corresponding and opposite effect compared
to the hedging instrument. Kvaerner applies the following separation criteria for embedded
derivatives; The embedded derivative needs to be separated if the agreed payment is in a
currency different from any other major contract parties’ own functional currency, or that the
contract currency is not considered to be commonly used for the relevant economic environment
deﬁned as the countries involved in the cross-border transaction.

Hedge accounting is discontinued when the group revokes the hedging relationship, or when the
hedging instrument expires or is sold, terminated or exercised, or no longer qualiﬁes for hedge
accounting. Any cumulative gain or loss deferred in comprehensive income as a hedge reserve
at that time, remains in the hedge reserve and is recognised in the income statement when the
forecast transaction is ultimately recognised in the income statement. When a forecast transaction
is no longer expected to occur, the cumulative gain or loss that was deferred in the hedge reserve
is recognised immediately in proﬁt or loss.
Information regarding the group’s risk management policies is available in Note 20 Financial risk
management and exposures.
Forward foreign exchange contracts
The table below presents fair value of derivative ﬁnancial instruments and a maturity analysis of
the derivatives’ undiscounted cash ﬂows. The total notional amount of the instruments (excluding
embedded derivatives) is NOK 778 million of which the major currency is EUR (NOK 616 million)
(2016: NOK 889 million). The ﬁnancial derivatives are related to cash ﬂow hedges for project
expenses and revenues. Given Kvaerner’s hedging policy and the assumption that the projects
are cash neutral, this table also indicates when the cash ﬂows related to project expenses are
expected to impact proﬁt and loss. The majority of project revenues are recognised in accordance
with International Accounting Standard 11 Construction Contracts using the percentage-ofcompletion method. This may result in different timing of cash ﬂows related to project revenues
and revenue recognition. Gain of NOK 0.3 million (2016: gain of NOK 22 million) related to nonqualifying hedges has been recognised in the income statement in 2017.

Hedging activities
Kvaerner enters into derivative ﬁnancial instruments to hedge foreign currency risks, designated
as cash ﬂow hedges.

Fair value of foreign currency derivative ﬁnancial instruments are calculated as the difference
between contract forward rate and market forward rate, discounted with applicable interest rate.

On initial designation of the derivative as a hedging instrument, the group formally documents the
relationship between the hedging instrument and the hedged item, including the risk management
objectives and strategy in undertaking the hedge transaction and the hedged risk, together with
the methods that will be used to assess the effectiveness of the hedging relationship.

2017

The group makes an assessment, at inception and on an ongoing basis, of whether the hedging
instruments are expected to be highly effective in offsetting the changes in the fair value or cash
ﬂows, and whether the actual results of each hedge are within a range of 80–125 percent. For a
cash ﬂow hedge of a forecast transaction, the transaction should be highly probable to occur and
should present an exposure to variations in cash ﬂows that ultimately could affect reported proﬁt
or loss.
The effective portion of changes in the fair value of derivatives that are designated and qualify as
a cash ﬂow hedge is recognised in other comprehensive income and presented as a hedge reserve
in equity. Any ineffective portion of changes in the fair value of the derivative is recognised
immediately in proﬁt or loss within ﬁnance income and expenses. The amount accumulated in
hedge reserves is reclassiﬁed as proﬁt or loss in the periods when the hedged item affects proﬁt
or loss.

Amounts in NOK million

Assets
at fair
value

Liabilities
at fair
value

Cash ﬂow hedges

3

(12)

Embedded derivatives

7

(1)

Not hedge accounted
Total

4

(3)

14

(15)

Net
fair
value

Total
undiscounted
cash ﬂow1

6 mths
or less

6–12
mths

1–2
years

(9)

(9)

(2)

(7)

-

6

6

2

5

(1)

1

1

4

(3)

-

(1)

(1)

3

(5)

(1)
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2016

Amounts in NOK million

Cash ﬂow hedges
Embedded derivatives
Not hedge accounted
Total

Assets
at fair
value

Liabilities
at fair
value

Net
fair
value

Total
undiscounted
cash ﬂow1

Amounts in NOK million

6 mths
or less

6–12
mths

1–2
years

8

(8)

0

0

(0)

1

-

14

(6)

8

8

0

3

6

1

(0)

1

1

1

1

-

24

(14)

10

10

0

4

6

1 Undiscounted cash ﬂows are translated to NOK using the exchange rates as of the balance sheet date

Fair value of a hedging derivative is classiﬁed as a non-current asset or liability if the remaining
maturity is more than 12 months and as a current asset or liability if the maturity is less than 12
months. If the hedged item is related to projects, such as work in progress or trade receivables,
the hedging derivative is classiﬁed as a current asset or liability.

Fair value of all hedging instruments
Recognised in proﬁt and loss
Deferred in equity (hedging reserve)

2017

2016

(10)

3

10

(2)

0

1

The purpose of the hedging instrument is to secure a situation where the hedged item and the
hedging instrument together represent a predetermined value independent of ﬂuctuations of
exchange rates. Revenue and expense on the underlying construction contracts are recognised in
the income statement in accordance with progress. The majority of the hedging reserve in equity
will be reclassiﬁed to income statement within the next six months.

Note 22 Financial instruments

Foreign exchange derivatives
Kvaerner hedges the group’s future transactions in foreign currencies against external banks, with
currency exposure hedged back-to-back in order to meet the requirements for hedge accounting
and to efﬁciently reduce currency risk. Treasury provides this service also to jointly controlled
entities. Some hedges are not designated as hedges for accounting purposes and will have an
effect on proﬁt or loss. These are related to hedging of cash ﬂows which are labelled embedded
derivatives. All hedges qualifying for hedge accounting are cash ﬂow hedges.

Financial instruments are classiﬁed into level 1, 2 and 3 in the measurement hierarchy based on
how objective the measuring method is.

Hedged transactions in foreign currency that are subject to cash ﬂow hedge accounting are highly
probable future transactions expected to occur at various dates during the next one to two years,
depending on progress in the projects. Gains and losses on forward foreign exchange contracts
are recognised in comprehensive income and reported as hedging reserve in equity until they are
recognised in the income statement in the period or periods during which the hedged transactions
affect the income statement. This is generally within 12 months from the balance sheet date.

Level 2 implies fair value measurements based on price inputs, other than quoted prices, which
are derived from observable market transactions in an active market for identical assets or
liabilities. Kvaerner’s ﬁnancial instruments within this category are related to derivative ﬁnancial
instruments, where fair value is determined based on forward prices on foreign currency
exchange rates, see Note 21 Derivative ﬁnancial instruments.

Foreign currency embedded derivatives
Embedded derivatives themselves are non-cash items, and their fair values will converge to zero
as the underlying cash ﬂows are realised.
The majority of project revenues and costs are recognised in accordance with International
Accounting Standard 11 Construction Contracts using the percentage-of-completion method. This
may result in different timing of cash ﬂows related to project revenues and costs, and embedded
derivative effects. The total notional amount of the embedded instruments is NOK 303 million
(2016: NOK 842 million).
Forward exchange contracts
The following table shows unsettled cash ﬂow hedges’ impact on proﬁt or loss and equity (not
adjusted for tax).

Level 1 indicates use of quoted prices in an active market for identical assets and liabilities.
Kvaerner has limited ﬁnancial instruments beyond cash and short term receivables and payables.
The fair value of cash, receivables and payables are approximates to their carrying values based
on their short maturities.

Level 3 measurements of fair value are based on unobservable inputs; fair value calculations on
the basis of input and assumptions that are not from observable market transactions. Kvaerner
has no such level 3 assets or liabilities.
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Note 23 Group companies as of 31 December 2017

Note 24 Equity-accounted investees

Financial reporting principles
Subsidiaries are entities controlled by the group. Control exists when the group is exposed to or
has rights to, variable returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. The ﬁnancial statements of subsidiaries are
included in the consolidated ﬁnancial statements from the date that control commences until the
date that control ceases.

Financial reporting principles
Investments in associates
Associates are those entities in which the group has signiﬁcant inﬂuence, but not control or joint
control, over the ﬁnancial and operating policies. Signiﬁcant inﬂuence is presumed to exist when
the group holds between 20 and 50 percent of the voting power of another entity, but this is
assessed on a case-by-case basis. Investments in associates are accounted for using the equity
method and are recognised initially at cost.

Company name

City

Country
of incorporation

Ownership
(percent)1

Kværner ASA

Oslo

Norway

Kværner Holding AS

Oslo

Norway

100

Kværner AS

Oslo

Norway

100

Norwegian Contractors AS

Sandvika

Norway

100

Aker Solutions Contracting AS

Oslo

Norway

100

Kværner Resources AS

Oslo

Norway

100

Kvaerner Finland Oy

Ulvila

Finland

100

Kvaerner Contracting Ltd

London

UK

100

Kvaerner Resources Ltd

London

UK

100

Kvaerner Americas Holdings Inc

Canonsburg

USA

100

Kvaerner North American Construction Inc

Canonsburg

USA

100

Kvaerner Canada Ltd

St. John’s

Canada

100

Kvaerner Engineering & Technology
(Beijing) Co Ltd

Beijing

China

100

Kvaerner LLC

Moscow

Russia

100

1 Ownership equalling the percentage of voting shares

The consolidated ﬁnancial statements include the group’s share of the proﬁt or loss and other
comprehensive income of equity accounted investees, after adjustments to align the accounting
policies with those of the group, from the date that signiﬁcant inﬂuence or joint control
commences until the date that signiﬁcant inﬂuence or joint control ceases.
When the group’s share of losses exceeds its interest in an equity-accounted investee, the carrying
amount of that interest, including any long-term investments, is reduced to zero, and further
losses are not recognised except to the extent that the group has legal or constructive obligations
or has made payments on behalf of the investee.
Joint arrangements
Joint arrangements exist when the group has joint control over such an arrangement, established
by contractual agreement and requiring unanimous consent of the parties to the arrangement for
strategic, ﬁnancial and operating decisions. Joint arrangements may be either joint ventures or
joint operations.
Joint ventures
A joint venture is a joint arrangement whereby the venturers have rights to the net assets of
the arrangement. Investments in joint ventures are accounted for using the equity method, with
Kvaerner’s share of net result after tax recognised in proﬁt or loss. For joint ventures where tax is
levied on the partners rather than the joint venture, Kvaerner’s share of the tax will be included
in the tax expense line in the group’s consolidated income statement.
Joint operations
A joint operation is a joint arrangement whereby the parties have rights to the assets, liabilities
and obligations relating to the arrangement. Joint operations are proportionately consolidated in
the group ﬁnancial statements.
Presentation of results
The purpose of the investment determines where its results are presented in proﬁt or loss.
When entities are formed to share risk in executing a project or are closely related to Kvaerner’s
operating activities, the share of the proﬁt or loss is reported as part of other income in operating
proﬁt. Share of proﬁt or loss from ﬁnancial investments is reported as part of ﬁnancial items.

ANNUAL ACCOUNTS – KVAERNER GROUP

Associated companies and joint ventures are deﬁned as related parties to Kvaerner. See Note
25 Related parties, for overview of transactions and balances between Kvaerner and associated
companies and joint ventures.
Joint Venture Agreement with Peter Kiewit Infrastructure Co
Kiewit-Kvaerner Contractors (KKC) is a partnership under Newfoundland and Labrador law,
owned 50 percent by each of the partners Peter Kiewit Infrastructure Co and Kvaerner. The
partnership is regulated by a partnership agreement and it follows from the partnership act and
the partnership agreement that both partners are jointly and severally liable for the obligations of
the partnership. The risk is limited on partner level as the partners are limited liability companies.
Parent company guarantee is issued by parent company Kværner ASA for the contractual
obligations, refer to Note 20 Financial risk management and exposures. Partnership property is
held in the name of the partnership. Proﬁt is shared 50:50 by the partners.
KKC has been building the gravity base structure (GBS) for the Hebron oil platform for ExxonMobil
Corporation. The work has been performed in Newfoundland and Labrador, Canada and was
completed in third quarter 2017.
Joint Venture Agreement with Kellogg Brown & Root (Norway) AS
Kvaerner and Kellogg Brown & Root (Norway) AS (KBR) have formed a joint venture, K2JV
ANS, for project execution with an ownership of 51 percent to Kvaerner and 49 percent to
KBR. A Norwegian ANS entity implies that both partners are jointly and several liable for the
obligations of the partnership. The risk is limited on partner level as the partners are limited
liabilities companies. Parent company guarantee is issued by parent company Kværner ASA for
the contractual obligations, refer to Note 5 Financial risk management and exposures. Partnership
property is held in the name of the partnership. Proﬁt is shared 51:49 by the partners. K2JV is
executing the Johan Sverdrup utility and living quarter (ULQ) platform topside EPC project for
Statoil.
Valhall Flank West
In April 2017 Kvaerner signed a frame agreement with Aker BP, and later an alliance agreement
was signed for construction and hook-up of ﬁxed offshore platforms, including topsides and steel
jacket substructures. 18 December 2017, Aker BP has awarded Kvaerner a contract for delivery
of the topside and steel jacket substructure for Valhall Flank West. This is the ﬁrst project in
the Wellhead Platform Alliance, which was established in the spring of 2017 between Aker BP,
Kvaerner, ABB and Aker Solutions. Kvaerner will account for its activities as a joint operation,
and report its scope of work in the group accounts. There has been no signiﬁcant activity on the
project in 2017 since award.
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Investment in associated companies and joint arrangements
2017

Amounts
in NOK million

Kiewit-Kvaerner
Contractors (KKC)
K2JV ANS3

Book
value as of
1 January

(1)
18

Dividend

Proﬁt/
(loss)1

Other
movements2

Currency
translation
differences

Book
value as
of 31
December

(71)

72

-

0

-

(111)

94

(1)

-

0

Other associated
companies and
jointly controlled
entities

18

(3)

1

Total

35

(185)

167

-

(0)

17

(1)

(0)

17

2016

Amounts
in NOK million

Book
value as of
1 January

Dividend

Proﬁt/
(loss)1

Kiewit-Kvaerner
Contractors (KKC)

65

(232)

166

K2JV ANS3

46

(42)

21

Other associated
companies and
jointly controlled
entities
Total

22

(3)

134

(277)

(1)
186

Other
movements2

Currency
translation
differences

Book
value as
of 31
December

-

(0)

(7)

-

18

(1)

(0)

0

18

(8)

(0)

35

1 Purpose of investment decides presentation in the income statement. Results from KKC and K2JV are presented within
operating revenue and other income in the income statement
2 Other movements for K2JV relates to cash ﬂow hedges qualifying for hedge accounting
3 Proﬁt from K2JV includes accounting effect of embedded derivatives, an income of NOK 12 million in 2017 (2016: loss
of NOK 50 million)
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Note 25 Related parties

Summary of ﬁnancial information for signiﬁcant equity accounted investees
(100 percent basis of project reporting)
2017
Amounts
in NOK million

Business
ofﬁce

Percentage
held1

Assets

Liabilities

Equity

Revenues

Net proﬁt
/(loss)

KiewitKvaerner
Contractors
(KKC)2

Newfoundland,
Canada

50.0%

93

93

-

1 350

144

K2JV ANS2

Stord,
Norway

51.0%

825

824

1

2 705

185

Amounts
in NOK million

Business
ofﬁce

Percentage
held1

Assets

Liabilities

Equity

Revenues

Net proﬁt
/(loss)

KiewitKvaerner
Contractors
(KKC)2

Newfoundland,
Canada

50.0%

99

101

K2JV ANS2

Stord,
Norway

51.0%

566

530

2016

1 Percentage of voting rights equals percentage held
2 Jointly controlled entity

(2)
36

3 670

331

2 517

42

Financial reporting principles
Related parties are entities outside the Kvaerner group that are under control (directly or
indirectly), joint control or signiﬁcant inﬂuence by the owners of Kvaerner. All transactions with
related parties have been carried out as part of ordinary operations based on arms-length terms.
Related parties of Kvaerner
The largest shareholder of Kværner ASA, Aker Kværner Holding AS, is controlled by Aker ASA (70
percent) which in turn is controlled by Kjell Inge Røkke through The Resource Group TRG AS and
subsidaries. All entities controlled by Aker ASA are considered related parties to Kvaerner. These
entities are referred to as Aker Solutions, Akastor and other entities controlled by Aker in this
note.
Kvaerner operates in an industry where it is common to establish associated companies and
joint ventures to deliver large and complex projects to customers. In such arrangements two or
more suppliers have responsibility for parts of a project. The group holds stakes in associated
companies and joint ventures related to signiﬁcant projects in the portfolio, and these meet the
deﬁnition of a related party. See Note 24 Equity-accounted investees.
In accordance with International Accounting Standards 24 Related Party Disclosures, all entities
controlled by Aker ASA, associated companies and joint ventures of Kvaerner and certain other
related parties are reported as related parties to Kvaerner.
Related party transactions with entities controlled by Aker Solutions and Akastor
Services acquired from Aker Solutions and Akastor include subcontracting, hire of personnel
and shared services, transactions which are all part of Kvaerner’s ordinary business operations.
Revenue is mainly related to sale of man-hours. Pricing models vary between types of projects
and services.
Related party transactions with associated companies and joint ventures
Operating revenue from joint ventures is mainly sale of man-hours to joint venture projects.
Operating expenses from associated entities are mainly related to rent of buildings and sale of
man-hours. See further details in Note 24 Equity-accounted investees on joint venture dividends
and Note 16 Operating leases for details on long term lease with related party Fornebuporten AS.
Related party transactions with other related parties
Aker Pensjonskasse
Aker Pensjonskasse is a pension fund, which was established by Aker ASA to manage the
retirement plan for employees and retirees in Kvaerner as well as other Aker companies.
Kvaerner’s premiums paid to Aker Pensjonskasse amount to NOK 15 million in 2017 (2016: NOK
19 million).
Other
Kvaerner ASA has entered into an agreement with employee representatives that regulates use of
grants to employee unions for activities related to professional updating. The grant in 2017 was
NOK 492 000 (2016: NOK 492 000).
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Transactions and balances with related parties

Note 26 Discontinued operations

2017

Financial reporting principles
Non-current assets (or disposal group) whose carrying amount will be recovered principally
through a sale transaction rather than through continuing use, are classiﬁed as held for sale.

Amounts
in NOK million

Aker
Solutions

Akastor

Other entities
controlled by Aker

Associated
companies

Joint
ventures

Total

21

12

30

2

891

956

Income
statement
Operating
revenues
Operating
expenses

(545)

(0)

(30)

(77)

(6)

30

2

Trade and other
payables

(88)

-

28
(0)

(5)

169
(1)

Following the sale of Kvaerner’s onshore construction business in North America in December
2013, Kvaerner does not have any remaining operations in the USA within the Downstream &
Industrials segment, and remaining legacies within the segment are presented as discontinued
operations in the group’s ﬁnancial statements since the sale.
The results for the discontinued business is reported separately under the heading Proﬁt/(loss)
from discontinued operations in the group’s income statement.

(658)

Balance sheet as
of 31 December
Trade and other
receivables

57

230
(94)

In March 2016, settlement agreements were reached with Amec Foster Wheeler North America
Corp of all claims related to the Longview Power project. Kvaerner received the settlement
amount of USD 70 million in March 2016. The ﬁnancial effects of the settlement were recognised
in Kvaerner’s 2016 accounts. The positive operating results for 2017 and 2016 reﬂect recognition
of insurance recoveries of more than net USD 5 million in 2017 and more than USD 23 million
in 2016 related to the Longview Power project. Financial income in 2016 is related to foreign
exchange accounting effect on repayment of capital of NOK 261 million, with no impact on group
equity.
Summary of ﬁnancial data for discontinued operations

2016
Amounts in NOK million
Amounts
in NOK million

Aker
Solutions

Akastor

Other entities
controlled by Aker

Associated
companies

Joint
ventures

Total

Income
statement
Operating
revenues
Operating
expenses

105
(471)

7
(179)

6
(1)

1
(68)

488
(5)

607
(724)

Total revenue and other income

4

0

11

85

EBIT

16

Net ﬁnancial income/(expense)

(1)

261

Proﬁt/(loss) before tax

15

346

Income tax expense

16

Net proﬁt/(loss) discontinued operations

31

345

0.12

1.30

Net assets

Trade and other
receivables

35

3

1

-

97

Trade and other
payables

(48)

(1)

-

(6)

(18)

136
(73)

2016

Administrative and legal expenses, net of insurance recoveries

Basic and diluted earnings/(losses) per share (NOK)

Balance sheet as
of 31 December

2017

(37)

85

(1)

(50)
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Cash ﬂow from discontinued operations
Amounts in NOK million

Cash ﬂow from operating activities

2017

2016

20

735

(22)

(730)

Translation adjustments

(2)

(1)

Net increase/(decrease) in cash and bank deposits

(3)

4

Cash transferred (to)/from parent

Cash and cash equivalents at the beginning of the period

35

30

Cash and cash equivalents at the end of the period

31

35

Note 27 Subsequent events
There have been no subsequent events since year-end at the date of signing these accounts.
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Income statement 01.01 - 31.12
Amounts in NOK thousands

Note

2017

2016

Operating revenue

2

29 431

24 895

Operating expenses

2

(36 073)

(35 804)

(6 642)

(10 909)

3

(32 179)

(24 666)

(38 821)

(35 575)

Operating loss
Net ﬁnancial items
Proﬁt/(loss) before tax
Tax income/(expense)
Net proﬁt/(loss)

4

6 792
(32 029)

9 629
(25 946)

Net proﬁt/(loss) for the year are distributed as follows:
Transferred from other equity

(32 029)

(25 946)

Net proﬁt/(loss)

(32 029)

(25 946)
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Balance sheet as of 31 December
Amounts in NOK thousands

Note

2017

2016

Assets

Amounts in NOK thousands

2017

Note

2016

Liabilities and shareholders’ equity

Deferred tax asset

4

58 080

51 288

Investments in group companies

5

6 843 335

6 843 335

23 290

5 889

6 924 705

6 900 512

Non-current interest-bearing receivables from
group companies

Issued capital
Other equity

Total non-current assets

Total equity

6

Non-current liabilities

8

3 546 583

4 344 540

4 367 070
13 109
13 109

7

2 503 509

2 459 567

7

-

1 334

Other current liabilities to related parties

7

-

3 280

Other current liabilities

9

137 404

123 345

Total current liabilities

2 640 913

2 587 526

Total liabilities and shareholders’ equity

6 991 536

6 967 705

7 411

Other current receivables from related parties

7

1 378

-

Other current receivables

9

9 269

12 975

Interest-bearing current liabilities to group
companies

Cash and cash equivalents

7

48 773

54 218

Current liabilities to group companies

66 831

67 193

6 991 536

6 967 705

Total assets

3 524 053

6 083

7

Total current assets

91 460
729 027

6 083

Non interest-bearing receivables from group
companies

-

91 460
729 027

Share premium reserve

Total non-current liabilities

Fornebu, 7 February 2018
Board of Directors and President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Tore Torvund
Deputy Chairman

one Fønss Schrøder
Lone
Director

Thorhild Widvey
Director

Rune Rafdal
Director

Stål
ff J
h
Ståle K
Knoff
Johansen
Director

Bernt Harald Kilnes
Director

Jan Arve Hauga
Haugan
President & CEO

Kjell Inge Røkke
Director
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Cash ﬂows 01.01 - 31.12
Amounts in NOK thousands

Note

Proﬁt/(loss) before tax

2017
(38 821)

Changes in accounts payable

(6 341)

2016
(35 575)
3 471

Changes in other net operating assets

(11 709)

(21 586)

Non-cash effect on group hedging

(13 403)

37 456

Amortisation of loan costs

3 724

Net cash from operating activities
Increase/(decrease) in long term borrowings to group companies

3 702

(66 550)

(12 532)

57 344

19 018

3 761

202

Net cash from ﬁnancing activities

61 105

19 220

Net increase (decrease) in cash and bank deposits

(5 445)

Cash and bank deposits at the beginning of the period

54 218

47 530

Cash and bank deposits at the end of the period

48 773

54 218

Share purchase for the variable pay program, net of refund from subsidiaries

6, 8

6 688
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Notes to the ﬁnancial statements
Note 1

Accounting principles

Kværner ASA was incorporated on 12 January 2011 and is domiciled in Norway. Kværner ASA’s
registered ofﬁce address is Oksenøyveien 10, 1366 Lysaker, Norway. Kværner ASA is listed on
Oslo Stock Exchange.
The ﬁnancial statements are prepared in accordance with Norwegian legislation and Norwegian
generally accepted accounting principles. The functional and presentation currency is Norwegian
kroner (NOK).
Foreign currency translation
Transactions in foreign currencies are translated at the rate applicable on the transaction date.
Monetary items in a foreign currency are translated into NOK using the exchange rate applicable
on the balance sheet date. Foreign currency exchange impacts are recognised in the income
statement as they occur.
Revenue recognition
Operating revenue comprise parent company guarantees recharged entities within the group. The
revenue is recognised over the guarantee period.
Tax
Tax income/expense in the income statement comprises current tax and change in deferred tax.
Deferred tax is calculated at 23 percent of temporary differences between accounting and tax
values as well as any tax losses carried forward. Net deferred taxes are only recognised to the
extent it is probable it can be utilised against future taxable proﬁts.
Classiﬁcation and valuation of balance sheet items
Current assets and current liabilities include items due within one year or items that are part of
the operating cycle. Other balance sheet items are classiﬁed as non-current assets/debt.
Current assets are valued at the lowest of cost and fair value. Current debt is valued at nominal
value at time of recognition.
Non-current debt is initially valued at transaction value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing long-term debt is recognised at amortised cost
with any difference between cost and redemption value being recognised in the income statement
over the period of the borrowing on an effective interest basis.
Accounts receivable and other current receivables are recognised in the balance sheet at nominal
value less provisions for doubtful accounts.

Variable pay programme
Executives in the group receive remuneration in the form of a variable pay programme. One part
of the program is a short term employee beneﬁt and is recognised at estimated value over the
period the employee must work to receive the incentive.
In addition, some excecutives are entitled to a matching element that is paid in the form of
Kværner ASA shares. The monetary amount earned is converted to a corresponding number of
shares based on the market value of the shares 30 April in the year after the award is granted.
The shares are delivered to the employee three years after the grant date based upon continued
employment. Kværner ASA hold the shares presented as treasury shares until they are distributed
to the eligible employees.
Investment in subsidiaries and associates
Subsidiaries and investments in associates are measured at cost in the company accounts, less any
impairment losses. The investments are impaired to fair value if the impairment is not considered
temporary. Impairment losses are reversed if the basis for the impairment loss is no longer
present.
Dividends, group contributions and other distributions from subsidiaries are recognised in
the same year as they are recognised in the ﬁnancial statement of the provider. If dividends
or group contribution exceed withheld proﬁts after the acquisition date, the excess amount
represents repayment of invested capital, and is recognised as a reduction in carrying value of the
investment.
Cash in cash pool system
Kværner ASA has a cash pool that includes parent company’s cash as well as net deposits from
subsidiaries in the group cash pooling system owned by parent company.
Correspondingly, the parent company’s current debt to group companies will include their net
deposits in the group’s cash pool system.
Share capital
Cost related to purchase and sale of treasury shares are accounted for directly against equity,
including any transactions costs.
Cash ﬂow
The cash ﬂow is presented using the indirect method. Cash and cash equivalents include cash,
bank deposits and other short-term liquid investments.
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Operating revenue and operating expenses

Note 4

Operating revenue relates to parent company guarantees recharged entities within the Kvaerner
group and related parties, as recognised over the guarantee period.
There are no employees in Kværner ASA and hence no salary or pension related costs, and no
loans or guarantees related to the executive management team. Group management and corporate
staff are employed by other Kvaerner companies and costs for their services as well as other
parent company costs are recharged to Kværner ASA.
Fees to KPMG for statutory audit of the parent company amounted to NOK 0.9 million (2016: NOK
1 million) which relates to ordinary audit fees excluding VAT.

Amounts in NOK thousands

Proﬁt/(loss) before tax

(38 821)

Interest deduction limit

29 826

Permanent differences1

-

Taxable income/(loss)

(39 682)
(174 018)

Total temporary differences

(252 521)

(213 700)

Change in deferred tax

2017

2016

4 159

3 804

(35 072)

(28 528)

Net interest group companies

(30 913)

(24 724)

Net other ﬁnancial items
Net ﬁnancial items

58 080

51 288

9 317

11 766

Tax income

Interest expense to group companies

Net interest external

(22 340)

(69 508)

Total tax income in income statement
Effective tax rate

External interest expense1

24 724
(11 489)

(183 013)

Effect of change in tax rate

External interest income

(8 995)

(35 575)

Tax losses carried forward
Deferred tax asset

Net ﬁnancial items

Interest income from group companies

2016

Taxable income

Tax losses carried forward due to interest deduction limit

See Note 5 Employee beneﬁt expenses in the group accounts for further details regarding
remuneration of the Board of Directors and President & CEO.

Amounts in NOK thousands

2017

Temporary differences and deferred tax

NOK 3.1 million (2016: NOK 2.9 million) has been allocated to payable fees to the Board of
Directors for 2017.

Note 3

Tax

21 174

10 724

(20 087)

(20 133)

1 087
(2 353)
(32 179)

1 External interest expense reﬂects amortised prepaid fees and commitment fee related to the credit facility

(9 409)
9 467
(24 666)

(2 525)

(2 137)

6 792

9 629

17%

27%

1 Permanent differences in 2016 relate to reversal of previous years’ write-down on loans to group companies

Deferred tax asset is recognised as it is considered probable that tax losses carried forward can
be utilised within the Kvaerner group’s Norwegian entities.

ANNUAL ACCOUNTS – KVÆRNER ASA

Note 5

KVAERNER ANNUAL REPORT 2017

Investments in group companies

Amounts in NOK thousands

Registered
ofﬁce

Kværner Holding AS

Bærum,
Norway

Share
capital

Note 6

Number of
shares held

Book
value1

Percentage
owner-/voting
share

Shareholders’ equity

Amounts in NOK thousands

Equity as of 31 December 2015
1 010

10 000

6 843 335

100%

1 Impairment test performed by 31 December supports carrying value of investment in Kværner Holding AS

Proﬁt/(loss) for the period1
Equity as of 31 December 20171

213 965
6 414 433

Share
premium

Other
equity

Total

3 584 767

4 405 254

91 460

729 027

-

-

(12 238)

Proﬁt/(loss) for the period

-

-

(25 946)

91 460

729 027

Treasury shares
– Variable pay programme

-

-

Proﬁt/(loss) for the period

-

-

91 460

729 027

Equity as of 31 December 2017

Amounts in NOK thousands

Share
capital

Treasury shares
– Variable pay programme
Equity as of 31 December 2016

Kværner Holding AS results 2017

3 546 583
9 499
(32 029)
3 524 053

(12 238)
(25 946)
4 367 070
9 499
(32 029)
4 344 540

The share capital of Kværner ASA is divided into 269 000 000 shares with a par value of NOK
0.34.

1 Based on preliminary reporting

Treasury shares held at year-end totalled 2 157 040 shares with a nominal value of NOK 0.34.

Investments are impaired to fair value if the impairment is not considered temporary. Impairment
testing of shares in Kværner Holding AS has taken place. The impairment test is following a
value in use methodology, and performed by comparing the carrying value of the investment
with estimated value of equity for Kvaerner group excluding Kværner ASA based on value in use
calculations.

Note 7

In these calculations, management has made assumptions regarding future performance of
the subsidiaries, associates and other investments of the company, which in turn requires
assumptions on current and future projects.

Receivables and borrowings from group companies and related parties

Amounts in NOK thousands

Kværner ASA bank deposits
Restricted cash

See Note 11 in the Annual accounts for the group, for further details on key assumptions used in
the impairment test.
Calculated recoverable amount exceeds book value of the shares, hence no impairment is required
as per year-end 2017.
The calculations are sensitive to key assumptions such as revenue and margin levels in the
subsidiaries owned by Kværner Holding AS. Compared to assumptions used in the testing, a
combination of 10 percent revenue reduction, 1 percentage point EBITDA margin reduction and
1 percentage point increase in post-tax discount rate would lead to a required impairment of the
investment in Kværner Holding AS of approximately NOK 1 billion.
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Total cash in cash pool system
Interest-bearing current liabilities to group companies1

2017

2016

47 685

53 137

1 088

1 081

48 773

54 218

(2 503 509)

(2 459 567)

1 Interest-bearing current liabilities to group companies reﬂect subsidiaries’ net deposits in the group’s cashpool system

Current receivables/liabilities to group companies and related parties is representing fair value of
hedging instruments.

66

KVAERNER ANNUAL REPORT 2017

Note 8

ANNUAL ACCOUNTS – KVÆRNER ASA

Non-current liabilities

Amounts in NOK thousands

Note 10 Interest-bearing liabilities

2017

2016

Debt to Kvaerner employees for matching shares1

(6 083)

(13 109)

Total non-current liabilities

(6 083)

(13 109)

1 Reference is made to Note 5 in the group accounts for futher details related to the variable pay programme

Note 9

Other current receivables and current liabilities

Amounts in NOK thousands

Other current receivables

2017
9 269

2016
12 975

Other current liabilities

(137 404)

(123 345)

Net other current receivables and liabilities

(128 135)

(110 370)

Net other current receivables and other current liabilities include unrealised forward exchange
contracts with external counterparts, see also Note 12 Financial risk management and exposures.
Other current liabilities includes debt to Kvaerner employees for matching shares related to
incentive programme.

This note provides information about the contractual terms of Kværner ASA’s interest-bearing
loans and borrowings which are measured at amortised cost. For more information about Kværner
ASA’s exposure to interest rates, foreign currency and liquidity risk, see Note 12 Financial risk
management and exposures.
Bank debt
The revolving credit facility agreement of 8 July 2015 is a revolving credit facility of NOK 2 000
million, maturing in July 2020. The facility is provided by a syndicate of high quality international
banks. The revolving credit facility was undrawn during 2017 and as per 31 December 2017.
The terms and conditions include restrictions which are customary for these kind of facilities,
including inter alia negative pledge provisions and restrictions related to acquisitions, disposals
and mergers. There are also certain provisions of change of control included in the agreement.
There are no restrictions for dividend payments. The facility is unsecured.
The ﬁnancial covenants are based on three sets of key ﬁnancial ratios; an equity ratio based
on consolidated total borrowings/consolidated total equity, a cash covenant calculated by
consolidated total borrowings less consolidated net current operating assets and consolidated
cash and cash equivalent assets and an interest coverage ratio based on consolidated EBITDA/
consolidated ﬁnance costs. The ﬁnancial covenants are tested on a quarterly basis. As of 31
December 2017 the company is in compliance with all covenants. The margin applicable to the
facility is based on a margin grid determined by the gearing ratio.
See Note 17 and 20 in the Annual accounts for the group, for further details.

Note 11 Guarantees

Amounts in NOK million

Parent company guarantees to group companies
Counter guarantees for bank/surety bonds
Total

2017

2016

43 246

44 834

1 767

1 439

45 013

46 273

The guarantees/surety bonds are issued under contractual obligations with third party, hence
these are not included in Kværner ASA accounts as liabilities.

ANNUAL ACCOUNTS – KVÆRNER ASA

KVAERNER ANNUAL REPORT 2017

Note 12 Financial risk management and exposures

Note 13 Shareholders

Foreign exchange
Kværner ASA’s currency contracts with subsidiaries as of 31 December 2017 has a notional value
of NOK 774 million. Hundred percent of contracts are hedged back-to-back with external banks.

Shareholders with more than one percent shareholding as of 31 December
2017

Currency exposure from equity investments in foreign currencies is only hedged when speciﬁcally
instructed by management.

Company

Currency risk and balance sheet hedging

AKER KVÆRNER HOLDING AS
2017

Amounts in NOK thousands

Fair value of forward exchange
contracts with group companies
Fair value of forward exchange
contracts with related parties
Fair value of forward exchange
contracts with external
counterparts
Total

Assets

Liabilities

Assets

Nominee

NORTH SEA STRATEGIC INVESTMENTS AS

2016
Liabilities

(5 543)

1 188

(2 522)

1 488

(110)

3 667

(6 947)

5 654

(14 442)

9 469

(4 855)

20 096

(20 096)

14 324

(14 324)

Interest rate risk
The company is exposed to changes in interest rates because of ﬂoating interest rate on loan
receivables and loan payables. The company does not hedge transactions exposure in ﬁnancial
markets, and does not have any ﬁxed interest rate loan receivables nor loan payables. The
company is therefore not exposed to fair value risk on its outstanding loan receivables or loan
payables. Interest bearing loan receivables and loan payables expose the company to income
statement and cash ﬂow interest rate risk.
Credit risk
Credit risk relates to loans to subsidiaries and associated companies, hedging contracts,
guarantees to subsidiaries and deposits with external banks and related parties. Loans to
subsidiaries are assessed by the internal credit committee. Loss provisions are made in situations
of negative equity and where the company is not expected to be able to fulﬁl its loan obligations
from future earnings. External deposits and forward contracts are done according to a list of
approved banks and primarily with banks where the company also have a borrowing relation.
Liquidity risk
Liquidity risk relates to the risk that the company will not be able to meet its debt and guarantee
obligations and is managed through maintaining sufﬁcient cash and available credit facilities.
Development in the group’s and thereby Kværner ASA’s available liquidity, is continuously
monitored through weekly and monthly cash forecasts, annual budgets and long-term planning.

Number of
shares held

Ownership
percent

110 333 615

41.02

42 735 434

15.89
1.64

CITIBANK, N.A.

X

4 403 550

JP MORGAN BANK LUXEMBOURG S.A

X

4 265 160

1.59

4 216 344

1.57

4 063 606

1.51

2 715 000

1.01

CATELLA HEDGEFOND
12 955
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JPMORGAN CHASE BANK, N.A
FONDSFINANS NORGE
Source: Norwegian Central Securities Depository (VPS)

X
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DECLARATION BY THE BOARD OF DIRECTORS AND PRESIDENT & CEO

Declaration by the Board of Directors and President & CEO
The Board of Directors and the President & CEO of Kværner ASA have today considered
and approved the annual report and ﬁnancial statements for the 2017 calendar year
ended on 31 December 2017 for the Kvaerner group and its parent company Kværner
ASA.
The Board has based this declaration on reports and statements from the President & CEO
of Kværner ASA, on the results of the group’s activities, and on other information that is
essential to assess the group’s position.

We conﬁrm to the best of our knowledge that:

>
>
>

The 2017 ﬁnancial statements for the group and parent company have been prepared
in accordance with all applicable accounting standards
The information provided in the ﬁnancial statements gives a true and fair view of the
group’s assets, liabilities, proﬁt and overall ﬁnancial position as of 31 December 2017
The annual report provides a true and fair overview of:
– the development, proﬁt and ﬁnancial position of the group and parent company
– the most signiﬁcant risks and uncertainties facing the group and the parent company

Fornebu, 7 February 2018
Board of Directors and President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Tore Torvund
Deputy Chairman

Lone
one Fønss Schrøder
Director

Thorhild Widvey
Director

Rune Rafdal
Director

Stål
K ff J
h
Ståle Knoff
Johansen
Director

Bernt Harald Kilnes
Director

Jan Arve Hauga
Haugan
President & CEO

Kjell Inge Røkke
Director
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BOARD OF DIRECTORS

Board of Directors

Leif-Arne Langøy

Tore Torvund

Kjell Inge Røkke

Thorhild Widvey

Chairman

Deputy Chairman

Director

Director

Leif-Arne Langøy (born 1956) is chairman of the
board for Det Norske Veritas and Sparebanken
Møre. Mr Langøy has gained senior executive
experience from several companies, including as
President & CEO of Aker Yards and Aker ASA. Mr
Langøy has extensive experience as the chairman of non-executive boards from a number
of different industrial companies. Mr Langøy
holds M.Sc. in economics from the Norwegian
School of Economics in Bergen, Norway. He
holds 44 827 shares in Kværner ASA through
a privately owned company, and has no stock
options. Mr Langøy is a Norwegian citizen. He
has been elected for the period 2017–2019.

Tore Torvund (born 1952) is the President &
CEO of REC Silicon ASA. Mr Torvund has senior
executive experience from more than twenty
years in the oil and gas industry, including
as executive vice president of Exploration &
Production Norway at the oil company StatoilHydro, and executive vice president of
Oil and Energy at Norsk Hydro. He was also
the chairman of the board of Oljeindustriens
Landsforening (now Norsk olje & gass) in the
period 2003–2008. He has held several management positions related to drilling operations,
ﬁeld development and technology projects. Mr
Torvund holds a M.Sc. in petroleum engineering
from the Norwegian University of Science and
Technology. He holds no shares in Kværner
ASA, and has no stock options. Mr Torvund is a
Norwegian citizen. He has been elected for the
period 2017–2019.

Kjell Inge Røkke (born 1958) is an entrepreneur
and industrialist, and has been a driving force
in the development of Aker since the 1990’s. Mr
Røkke owns 68.18 percent of Aker ASA through
The Resource Group TRG AS and subsidiaries. He
is chairman of Aker ASA, board member of Aker
Solutions ASA, Aker BP ASA and Ocean Yield
ASA. He holds no shares in Kværner ASA, and
has no stock options. Mr Røkke is a Norwegian
citizen. He has been elected for the period
2017–2019.

Thorhild Widvey (born 1956) was Minister
of culture from 2013 to 2015 and Minster of
Petroleum and Energy from 2004 to 2005. Ms
Widvey was state secretary in the Norwegian
Ministry of Foreign Affairs from 2003 to 2004
and in the Norwegian Ministry of Fisheries from
2002 to 2003. Prior to this she was a Member
of Parliament (Stortinget) from 1989 to 1997,
representing Høyre (the Conservative Party of
Norway). Ms Widvey is chair of the board in
Statkraft AS; and has previous held a number
of board positions both in privately and stock
listed companies, including e.g. Hitec Vision AS
(2006 to 2015); ENI Norway AS (2007 to 2015),
Aker Drilling ASA (2005 to 2006), Oslo Havn KF
(2012 to 2015) and Aker Philadelphia Shipyard AS (2011 to 2015) and Sjømannskirken
(Norwegian Church Abroad) (2006 to 2015). Ms
Widvey holds no shares in Kværner ASA, and
has no stock options. Ms Widvey is a Norwegain
citizen. She has been elected for the period
2016–2018.
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Lone Fønss Schrøder

Bernt Harald Kilnes

Rune Rafdal

Ståle Knoff Johansen

Director

Director

Director

Director

Lone Fønss Schrøder previously served as
Director on the Board of Kværner ASA from
2011–2013. She has held several senior
management positions in A.P. Møller-Maersk
A/S, was CEO and president of Wallenius Lines
AB, and has board experience from e.g Aker
Solutions ASA, Akastor ASA, Volvo AB, Vattenfall
AB, and Ikea group. She is chair of Saxo Bank,
senior advisor for Credit Suisse and developper and co-ower of FinTech. She is chair of the
audit committee in Akastor ASA, Volvo AB and
Valmet OY. Ms Fønss Schrøder is Master in laws,
LL.M. from the University of Copenhagen, and
is economist from Copenhagen Business School.
She holds no shares in Kværner ASA, and has
no stock options. Ms Fønss Schrøder is a Danish
citizen. She has been elected for the period
2016–2018.

Bernt Harald Kilnes (born 1949) was elected
by the employees of Kvaerner to the Board
of Directors in June 2011. Mr Kilnes has been
employed by Kvaerner since 1989 and is a
group union representative for white-collar employees on a half-time basis and has served on
the boards of Kværner ASA, Aker Kværner ASA
and Aker Verdal AS. Mr Kilnes holds degrees
within telecommunication as well as economics
and business administration. He holds 23 164
shares in Kværner ASA, and has no stock options. Mr Kilnes is a Norwegian citizen. He has
been elected for the period 2017–2019.

Rune Rafdal (born 1963) was elected by the employees of Kvaerner to the Board of Directors
in June 2011. Mr Rafdal has been employed
by Kvaerner since 1980 and has been a local
union representative for Aker Stord AS and
Kværner Stord AS on a full-time basis since
1996, a group union leader since 2005 and
served several periods on the boards of Aker
Stord AS and Aker Kværner Stord AS during the
period between 2000 and 2011. Mr Rafdal is
a sheet metal worker and holds a certiﬁcate of
apprenticeship in the sheet metal discipline. He
holds 6 329 shares in Kværner ASA, and has no
stock options. Mr Rafdal is a Norwegian citizen.
He has been elected for the period 2017–2019.

Ståle K. Johansen (born 1968) was elected by
the employees of Kvaerner to the Board of
Directors in June 2011. Mr Johansen has been
employed by Kvaerner since 1986 and has been
a local union representative for Aker Verdal
AS and Kværner Verdal AS on a full-time basis
since 2010 and served on the boards of Aker
Verdal AS and Kvaerner Verdal AS. Mr Johansen
is a welder and sheet metal worker and holds
a certiﬁcate of apprenticeship in the welding
discipline. He holds 10 381 shares in Kværner
ASA, and has no stock options. Mr Johansen is a
Norwegian citizen. He has been elected for the
period 2017–2019.
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Company information

Kværner ASA
Oksenøyveien 10,
1366 Lysaker
Postal address:
P.O.Box 74
NO-1325 Lysaker
Telephone: +47 21 08 90 00
e-mail: ir@kvaerner.com
Web: www.kvaerner.com

COPYRIGHT AND LEGAL NOTICE Copyright in all published material including photographs, drawings and images in this publication
remains vested in Kvaerner and third party contributors to this publication as appropriate. Accordingly, neither the whole nor any
part of this publication can be reproduced in any form without express prior permission. Articles and opinions appearing in this
publication do not necessarily represent the views of Kvaerner. While all steps have been taken to ensure the accuracy of the
published contents, Kvaerner does not accept any responsibility for any errors or resulting loss or damage whatsoever caused and
readers have the responsibility to thoroughly check these aspects for themselves. Enquiries about reproduction of content from
this publication should be directed to Kværner ASA.
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Second quarter and
half year results 2020
9 July 2020

KVÆRNER ASA – SECOND QUARTER AND HALF YEAR RESULTS 2020
FIRST HALF YEAR HIGHLIGHTS
•
•
•
•
•
•

In general, high activity across the organisation prior to pandemic outbreak in 1Q
Dividend proposal declined by AGM
Strong focus on HSSE precautions, zero covid-19 cases in Kvaerner’s production environments
Re-accelerating ongoing projects from 2Q and onwards
Improved outlook for full year financial results and market opportunities
Strengthening position within Renewables
o Strategic positioning for hydrogen
o Strategic positioning for CCS and onshore process facilities

FINANCIAL HIGHLIGHTS – FIELD DEVELOPMENT SEGMENT1
Operating revenue

EBITDA

Order backlog

NOK million

NOK million

NOK million

3 000

12 000

200

2 789
2 500

175

150

2 571

132

9 037

100

2 192

2 000
1 909

10 000

138

8 000

105

8 973
8 337

8 200
7 249

50

1 500

6 000

1 536
0

4 000

1 000
-50

500

2 000

-100
-132

Q2 20

Q1 20

Q4 19

Q2 20

Q1 20

Q4 19

Q3 19

Q2 19

Q2 20

Q1 20

Q4 19

Q3 19

Q2 19

Q3 19

0

-150

Q2 19

0

1The

main differences between the Field Development figures and group figure presented are Kvaerner’s share of revenues from jointly
controlled entities included in Field Development and unallocated costs deducted
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FIELD DEVELOPMENT SEGMENT1
FINANCIAL REVIEW

Amounts in NOK million
Total revenue and other income
EBITDA 2
EBITDA margin
Net current operating assets (NCOA)
Order intake
Order backlog
Employees

Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

1 536
175
11.4 %
85
3 281
8 973
2 802

1 909
132
6.9 %
(671)
732
9 037
2 785

3 729
43
1.2 %
85
4 484
8 973
2 802

4 067
269
6.6 %
(671)
2 423
9 037
2 785

9 427
512
5.4 %
(321)
6 902
8 200
2 806

The Field Development segment reporting includes Kvaerner’s share (proportionate consolidation) of jointly controlled entities closely related
to Kvaerner’s operating activities
1

2

EBITDA definition: Earnings before interest (net financial items), taxes, depreciation, amortisation and impairment

Operating revenue from the Field Development segment was NOK 1 536 million in second quarter 2020,
compared to NOK 1 909 million in second quarter 2019. Due to the covid-19 precautions Kvaerner has had a
reduced number of personnel working in the projects which has influenced progress and revenues in the quarter.
For further details see note 2 Covid-19 impacts. EBITDA amounted to NOK 175 million, resulting in an EBITDA
margin for the quarter of 11.4 percent, compared to EBITDA of NOK 132 million and 6.9 percent EBITDA margin
in second quarter 2019. For the first quarter, margin recognition was temporarily reduced for some projects, and
these effects have been reversed in the second quarter. YTD 2020 the EBITDA margin was 1.2 percent reflecting
the covid-19 impact in the first quarter 2020.
NCOA has temporarily increased during the second quarter due to cash inflow received early July. The NCOA at
the end of second quarter 2020 was NOK 85 million, a deterioration of NOK 406 million year to date. The disputed
Nordsee Ost project is tying up working capital until the arbitration is resolved.
Order intake and backlog
Order intake in second quarter totalled NOK 3 281 million, including Kvaerner’s scope of work of jointly controlled
entities, compared to NOK 732 million in the same quarter last year. Order intake includes Aker BP contract award
of the Hod project, Valhall/Hod decommissioning, orders for increased scope for some projects and growth in
some existing projects. As of 30 June 2020, order backlog or remaining performance obligations, including
Kvaerner’s scope of work of jointly controlled entities, is estimated to be NOK 8 973 million. Estimated scheduling
of the order backlog is approximately 41 percent for execution in 2020, approximately 45 percent for execution in
2021 and remaining 14 percent for execution in 2022 and later.
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OPERATIONAL REVIEW
Health, safety, security and environment (HSSE)
8
6

5.4

4
2.9

2

0.3

0
2010

2011

2012

12 months average numbers

2013

2014

2015

Sick leave

2016
TRIF

2017

2018

LTIF

2019

2020

YTD

Sick leave was for the first half year 5.4 percent, versus 5.0 percent for the 12 months average numbers. This is
above the company’s target of 4.3 percent. The total recordable injury frequency (TRIF) and lost time injury
frequency (LTIF) have seen a slight decline over the past 12 months. There were two serious incidents without
harm to people in the first quarter, while there have been zero serious incidents in second quarter and the serious
incident frequency (SIF) is declining over the last 12 months. The focus for the second quarter has been to
implement HSSE improvement programmes and this is continuous work. With full focus on precautions against
the global pandemic, Kvaerner has in the first half year had zero covid-19 cases among personnel in the
production areas at the yards.
Operations
The activity level in Kvaerner was high in January and February but was significantly reduced as a consequence
of the actions taken due to covid-19. We are in continuous dialogue with our customers about how we within the
framework of the covid-19 precautions can keep progress in ongoing projects. The activity level has gradually
increased as hired ins can return to our two yards.
At Kvaerner’s Stord yard, three major projects are in the assembly and integration phase. The Njord A
semisubmersible platform upgrade project is in the last phase. The Johan Sverdrup riser platform module project
has received modules from subcontractors during first half of 2020, and the main focus is now assembly at Stord.
In the Johan Castberg project, fabrication is currently ongoing at Stord and several other yards.
The focus in Hywind Tampen is on completion of detail design and procurement. Construction will commence
early 2021.
The Johan Sverdrup P2 jacket and the modules for Johan Castberg have been the main activity at the yard in
Verdal. In June 2020 Kvaerner started steel cutting at Verdal for the new Hod wellhead platform for Aker BP.
Construction will continue through the autumn before assembly and delivery during the first half of 2021. The
Stord demolition site has several parallel projects ongoing. Work related to the Hydro Husnes aluminium factory
upgrade awarded is ongoing.
Internationally, the work for the Nord Stream 2 landfall is in the final phase. Work is ongoing at the site outside
St. Petersburg and is also supported by the Kvaerner’s Moscow office. In Canada, work is progressing both for
the contract related to marine operations for Husky’s new White Rose platform and for a platform removal contract.
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Competitiveness and market
The covid-19 situation has resulted in market volatilities during the first half of 2020 including that sanctioning of
several expected projects was postponed or cancelled. Equinor’s Bay du Nord FPSO and Shell’s Jackdaw
UWHP are two examples of delayed projects which affects Kvaerner. From early summer, several customers
are again considering start of new investment projects. In Norway, the government and parliament decided on
temporary amendments to the petroleum tax regime as an incentive to start projects. This has a positive impact
on Kvaerner’s market opportunities.
The first example of project plans to be revitalised was Aker BP with their planned Hod satellite wellhead
platform to the existing Valhall field on the Norwegian continental shelf. On 9 June, Kvaerner announced the
start of the delivery of Hod, pending PDO approval from the Norwegian authorities. Kvaerner’s scope for the
Hod project has a value of approximately NOK 1 billion.
On June 12, Equinor and Aker BP announced that they plan to start the development of the NOAKA area on the
Norwegian continental shelf. It is expected that this oil and gas project will include several new offshore
platforms. In total, oil companies have communicated ambitions to develop more than 20 small and large
projects as an effect of the Norwegian petroleum tax incentive package.
The new wet dock facility at our Stord yard is tailor made for FPSO integration work. The Johan Castberg FPSO
will be the first to use the more efficient facility and we also see other upcoming opportunities.
Several customer plan to replace power generation on existing offshore platforms and onshore oil and gas
plants. This will significantly reduce climate gas emissions. Kvaerner is in dialogue with customers about several
such prospects.
Kvaerner is also positioning for several new prospects within renewable energy, decarbonisation and green
industries. Many of the expected projects are in international markets, and customers are expected to pass key
decisions during 2020 and 2021. In the offshore wind market, Kvaerner offers both fixed and floating
substructures for wind turbines as well as complete converter platforms. We also see project opportunities
within the carbon capture segment and for delivery of hydrogen production facilities.
GROUP
FINANCIAL REVIEW

Amounts in NOK million

Q2 2020

Q2 2019

1 468
162

1 876
132

3 602
34

3 995
261

9 032
498

Adjusted EBITDA 2
Adjusted EBITDA margin
EBIT
Net profit - continuing operations
Basic and diluted earnings per share - continuing operations

171
11.6 %
115
89
0.33

132
7.0 %
90
71
0.27

33
0.9 %
(62)
(38)
(0.14)

269
6.7 %
178
128
0.48

505
5.6 %
306
244
0.91

Order intake 3

3 281

732

4 484

2 423

6 902

Order backlog 3
Net current operating assets (NCOA)

8 973
147

9 037
(681)

8 973
147

9 037
(681)

8 200
(361)

1 774

2 734

1 774

2 734

2 344

Total revenue and other income
EBITDA

1

Net interest bearing deposits and loans pre IFRS 16
1

4

YTD 2020

YTD 2019

FY 2019

Excluding revenues for scope of work of jointly controlled entities closely related to Kvaerner’s operating activities

Adjusted EBITDA excludes impact of embedded foreign currency derivatives reported in jointly controlled entities closely related to Kvaerner’s
operating activities, see note 13
2

3

Including Kvaerner’s scope of work of jointly controlled entities closely related to Kvaerner’s operating activities

4

Net interest bearing deposits and loans pre IFRS 16 excludes the impact of IFRS 16 Leases, refer to note 13
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Income statement
Operating revenues in second quarter 2020 amounted to NOK 1 468 million, compared with NOK 1 876 million
for second quarter 2019. Kvaerner reported operating revenues of NOK 3 602 million for the first six months of
2020, compared with NOK 3 995 million for the same period in 2019. Due to the covid-19 precautions Kvaerner
has had a reduced number of personnel working in the projects which has influenced progress and revenues in
the quarter.
Earnings before interest, taxes, depreciation and amortisation (EBITDA) for the quarter were NOK 162 million,
compared to NOK 132 million in the same period last year. Adjusted EBITDA for the quarter were NOK 171 million,
compared to NOK 132 million in the same period last year. Adjusted EBITDA for the first six months of 2020 was
NOK 33 million, compared with NOK 269 million for the equivalent period in 2019.
Net financial expense for the quarter was NOK 1 million. Net financial expense for the same period in 2019 was
an income of NOK 2 million. Net financial income for the first six months of 2020 was NOK 10 million, compared
to an expense of NOK 11 million in 2019. The change is mainly explained by accounting effects related to
embedded derivatives. Net interest income, part of net financial expense is reduced year on year due to reduced
cash balances and lower interest rates.
Profit before tax for second quarter 2020 was NOK 115 million compared to NOK 92 million for the same period
last year. For the first six months of 2020, loss before tax was NOK 52 million compared to a profit before tax of
NOK 167 million for the same period in 2019.
Total income tax expense in the quarter was NOK 26 million compared to NOK 21 million for the same quarter
previous year. First half year tax amounted to positive NOK 15 million, compared to a tax expense of NOK 39
million in 2019. The tax expense reflects an effective tax rate of 28 percent for first half year 2020 compared to
23 percent in 2019. The effective tax rate is higher than the Norwegian statutory tax rate of 22 percent due to JVs
being accounted for using the equity method and deferred tax assets not recognised on losses in some
jurisdictions in which the group operates.
Profit from continuing operations was NOK 89 million for the second quarter and a loss of NOK 38 million for first
half year 2020, compared to a profit of NOK 71 million and NOK 128 million in equivalent periods in 2019. Basic
and diluted earnings per share for continuing operations were NOK 0.33 for second quarter 2020 and negative
NOK 0.14 for the first six months of 2020, compared to NOK 0.27 for second quarter 2019 and NOK 0.48 for the
first six months of 2019.
Net loss from discontinued operations was NOK 5 million for second quarter 2020, compared to NOK 2 million in
same period last year. First half year result from discontinued operations was a loss of NOK 2 million compared
to a loss of NOK 5 million in 2019. Basic and diluted earnings per share for discontinued operations were negative
NOK 0.02 for second quarter 2020 and negative NOK 0.01 for the first six months of 2020, compared to negative
NOK 0.01 for second quarter 2019 and negative NOK 0.02 for the first six months of 2019.
Net profit total operations in second quarter 2020 was NOK 84 million compared to NOK 69 million in the
corresponding quarter last year. Basic and diluted earnings per share for total operations for second quarter 2020
were NOK 0.31 compared to NOK 0.26 in second quarter 2019. Net loss for the first six months of 2020 was NOK
40 million compared to a net profit of NOK 123 million last year. Basic and diluted earnings per share for total
operations for the first half year were negative NOK 0.15 and NOK 0.46 for 2020 and 2019 respectively.
Cash flow
Net cash outflow from operating activities was NOK 256 million in second quarter 2020 compared to cash inflow
of NOK 227 million in the same period last year. Net cash outflow from operating activities in first half year 2020
was NOK 496 million, compared to cash inflow of NOK 19 million in first half of 2019.
Net cash outflow from investing activities mainly reflects capital expenditure and was in second quarter 2020 NOK
21 million compared to an outflow of NOK 101 million in the same quarter last year. Year to date cash outflow
from investing activities amounted to NOK 72 million compared to NOK 171 million in 2019. Capital expenditure
amounted to NOK 21 million in second quarter and NOK 52 million year to date and mainly relates to Stord yard
development and digitalisation projects. The quay investment at Stord was completed in the quarter with a total
cost of approximately NOK 350 million which is within the original budget. A total maintenance capex for the group
of approximately NOK 30−50 million is expected annually and additional strategic and capacity investments at the
yards such as equipment and digitalisation tools will result in an expected capex of around NOK 110 million for
2020.
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Net cash outflow from financing activities was NOK 10 million in the quarter and NOK 19 million year to date,
compared with outflows of NOK 293 million and NOK 310 million in the same periods in 2019. Outflow in 2019
was mainly related to dividend payment of NOK 268 million.
Net decrease in cash and bank deposits during the quarter amounted to NOK 286 million, resulting in cash and
bank deposits at the end of the quarter of NOK 1 734 million. As of 30 June 2020, the group has not drawn on its
credit facilities.
Balance sheet
Net current operating assets (NCOA) were NOK 147 million at 30 June 2020, compared to negative NOK 262
million at the end of previous quarter and negative NOK 361 million at year-end 2019. Kvaerner has previously
communicated that significant fluctuations in working capital must be expected within the range of NOK nil to
negative NOK 1 billion. Movements in working capital will impact cash balances and at the end of second quarter,
net cash excluding NCOA was NOK 1 881 million. Equity ratio at 30 June 2020 was 58.5 percent, compared to
53.8 percent at 31 March 2020 and 53.2 percent at year-end 2019.
Transactions in treasury shares
In connection with the company’s annual variable pay programme for executives, Kvaerner awarded 523 521
shares to employees in the first half year. At the end of second quarter Kvaerner owned 570 256 treasury shares,
or 0.21 percent of the 269 000 000 shares issued.
The Kvaerner share - indexed share price development last 12 months
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The market capitalisation was NOK 1.7 billion at the end of second quarter 2020 compared to NOK 3.7 billion at
the end of second quarter 2019.
OTHER
Please refer to Note 2 Covid-19 impacts.
SUBSEQUENT EVENTS
Dividend
In order to implement precautions and minimise as much as possible any negative influence of the covid-19
situation for ongoing projects and business opportunities; a stock exchange announcement was released the
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19 March where the Board of Directors in Kvaerner, in alignment with the principal shareholder Aker Kvaerner
Holding and its two owners, Aker ASA and the Norwegian state, as well as in full agreement with Kvaerner’s
administration, requested the shareholders in Kværner ASA to not approve the previously proposed dividend NOK
0.50 per share. Based on the same principles, the Nomination Committee proposed to the General Meeting a
zero increase in the compensation to the Directors of the Board. The Annual General Meeting on 24 March 2020
adopted the requests and voted against the proposed distribution of dividend.
Kværner ASA’s dividend policy is based on an annual evaluation of dividend distribution. Decisions as to actual
dividend payments shall depend on outlook, liquidity, and considerations such as alternative use of cash and
future strengthening of the company’s financial structure. The dividend payments could either be through cash
dividend and/or share buyback. Extraordinary dividends may be considered if, and when the liquidity, financial
strength and financial structure of the company allows. The Annual General Meeting will approve the final and
total annual dividend based on a proposal from the Board.
PRINCIPAL RISKS AND UNCERTAINTIES
As a key work process for securing Kvaerner’s business, the company actively works to identify and manage risk
related to all aspects of its operations. This applies both to projects and in the corporate organisation. Delivering
projects and equipment in accordance with contract terms and anticipated cost framework represents a substantial
risk element and is the most significant factor affecting Kvaerner’s financial performance. Results also depend on
costs, both Kvaerner’s own and those charged by suppliers, and on interest expenses, exchange rates and
customers’ ability to pay. For an overview of major current legal disputes, see Note 8 to the interim accounts.
Kvaerner has established guidelines and systems to manage its exposure in the financial markets. These systems
cover currency, interest rate, counterparty and liquidity risks. Kvaerner works systematically with risk management
in all its operations and has extensive systems and procedures in place. Other relevant risk factors are further
described in the annual report for 2019.
The operational risk is the ability to deliver existing contracts at the agreed time, quality, functionality and cost. At
the outbreak of the corona situation Kvaerner was exposed to a significant increase of uncertainties related to
how the pandemic would impact ongoing projects and financial results as well as new market opportunities. During
the second quarter Kvaerner has worked actively to reduce these uncertainties and mitigate risks. In the same
period actions taken by authorities in several countries of importance to Kvaerner are also enabling increased
activity, consummation of energy and borders opened for traveling. While the corona related uncertainties are still
significant, Kvaerner now has a better overview of the situation and necessary mitigation.
OUTLOOK
The adjusted tax regime in Norway provides incentives to oil companies to start projects. This has a positive
impact on Kvaerner’s market opportunities. Simultaneously, Kvaerner is currently positioning and bidding for an
even higher number of prospects within the renewables segment.
During 2020 and 2021, it is expected that several key prospects will pass important decision gates and move
further towards project sanctioning and project execution. A strong competition is expected for every contract
opportunity.
The market in and around Norway will continue to be important, but several key prospects are also in
international regions. For 2020, the full year revenue for the Field Development segment is expected to be
around NOK 7.5 billion. The corresponding underlying EBITDA margin, excluding expected covid-19 costs of
about NOK 150 million for the full year, is expected to be about five percent.
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DECLARATION BY THE BOARD OF DIRECTORS AND PRESIDENT & CEO
The Board of Directors and the President & CEO of Kværner ASA have today considered and approved the
condensed financial statements as at 30 June 2020 and for the six-month period ended 30 June 2020. The half
year report has been prepared in accordance with IAS 34 Interim Financial Reporting as endorsed by the EU and
additional Norwegian regulations.
We confirm to the best of our knowledge that:
•

the condensed financial statements for the six months ending 30 June 2020 have been prepared in
accordance with applicable financial reporting standards

•

the information provided in the financial statements gives a true and fair view of the group’s assets, liabilities,
financial position and result for the period

•

the financial review includes a fair review of significant events during the first six months of the year and their
impact on the financial statements, any major related party transactions, and a description of the principal
risk and uncertainties for the remaining six months of the year

Fornebu, 8 July 2020
The Board of Directors and the President & CEO of Kværner ASA

Leif-Arne Langøy
Chairman

Jan Arve Haugan
Director

Thorhild Widvey
Director

Lone Fønss Schrøder
Director

Kjell Inge Røkke
Director

Rune Rafdal
Director

Ståle Knoff Johansen
Director

Line Småge Breidablikk
Director

Karl-Petter Løken
President & CEO
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FURTHER INFORMATION
Media inquiries:
Torbjørn Andersen, Vice President, IR & Communications, Kvaerner, Tel: +47 928 85 542, email:
torbjorn.andersen@kvaerner.com
Investor Relations:
Idar Eikrem, EVP & CFO, Kvaerner, +Mob: +47 950 28 363, email: ir@kvaerner.com
About Kvaerner:
Kvaerner is a project execution specialist and a trusted advisor for our customers. We provide engineering,
procurement and construction (EPC) services and deliver advanced offshore and onshore installations around
the world.
We have offices in seven countries and approximately 2 800 employees. Health, safety, security and environment
(HSSE) has the highest priority in our work, and we aim to deliver technology and solutions in a safe and
sustainable way. Our passion, experience and expertise realise values for customers and societies. Kværner
ASA, through its subsidiaries and affiliates ("Kvaerner"), is an international contractor and preferred partner for
operators and contractors within oil and gas, renewable energy and in the field of engineering and fabrication.
In 2019, Kvaerner’s Field Development segment had consolidated annual revenues of NOK 9.4 billion and the
company reported an estimated order backlog at 30 June 2020 of NOK 9 billion. Kvaerner is publicly listed with
the ticker "KVAER" at the Oslo Stock Exchange. For further information, please visit www.kvaerner.com.
FINANCIAL CALENDAR 2020
Third quarter results 2020

28 October 2020

The date may be subject to change.
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FINANCIAL STATEMENTS
INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT
Amounts in NOK million

Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

1 468
(1 306)
162
(47)
115

1 876
(1 744)
132
(42)
90

3 602
(3 568)
34
(97)
(62)

3 995
(3 733)
261
(83)
178

9 032
(8 534)
498
(193)
306

(1)
115
(26)
89
(5)

2
92
(21)
71
(2)

10
(52)
15
(38)
(2)

(11)
167
(39)
128
(5)

2
307
(64)
244
(10)

Net profit/(loss)

84

69

(40)

123

233

Attributable to:
Equity holders of the parent company - Kværner ASA

84

69

(40)

123

233

Basic and diluted EPS continuing operations

0.33

0.27

(0.14)

0.48

0.91

Basic and diluted EPS discontined operations
Basic and diluted EPS total operations

(0.02)
0.31

(0.01)
0.26

(0.01)
(0.15)

(0.02)
0.46

(0.04)
0.87

Total revenue and other income
Operating expenses
EBITDA
Depreciation and amortisation
Operating profit
Net financial income/(expense)
Profit/(loss) before tax
Income tax expense
Profit/(loss) from continuing operations
Profit/(loss) from discontinued operations

Earnings per share (NOK)
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Amounts in NOK million

Q2 2020

Net profit/(loss) for the period

Q2 2019

YTD 2020

YTD 2019

FY 2019

84

69

(40)

123

233

(4)
(1)
(2)

5
0
1

0
(1)
1

0
0
1

0
0
6

3

1

(2)

1

(1)

(4)

7

(2)

2

5

-

-

-

-

(21)

-

-

-

-

(21)

Items that are or may be reclassified to profit or loss in
subsequent periods:
Cash flow hedges, net of tax
- Fair value adjustments recognised in equity
- Reclassified to profit or loss
Translation differences, foreign operations
Reclassification of translation differences on discontinued
operations and international branches
Items that are or may be reclassified to profit or loss in
subsequent periods
Items not to be reclassified to profit or loss in subsequent
periods:
Actuarial gains/(losses) on defined benefit pension plans, net of
tax
Items not to be reclassified to profit or loss in subsequent
periods:
Total other comprehensive income/(loss), net of tax
Total comprehensive income/(loss)

(4)
79

7
76

(2)
(42)

2
125

(16)
217

Attributable to:
Equity holders of the parent company - Kværner ASA

79

76

(42)

125

217
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INTERIM CONDENSED CONSOLIDATED BALANCE SHEET
Amounts in NOK million

30.06.2020

30.06.2019

31.12.2019

Non-current assets
Property, plant and equipment
Right-of-use assets (IFRS 16)
Intangible assets
Investments in associates and jointly controlled entities
Interest-bearing receivables
Other non-current assets
Total non-current assets

1 146
102
732
91
40
8
2 119

1 030
237
739
57
20
7
2 090

1 164
121
740
73
20
8
2 126

Current assets
Trade and other receivables
Contract assets
Prepaid company tax
Total cash and bank
Retained assets of business sold
Total current assets
Total assets

1 220
655
6
1 734
0
3 616
5 735

1 115
561
2 714
0
4 390
6 481

991
915
1
2 324
0
4 231
6 357

Equity and liabilities
Equity
Share capital
Share premium
Retained earnings
Other reserves
Total equity

91
729
2 641
(109)
3 352

91
729
2 564
(89)
3 295

91
729
2 672
(107)
3 385

Non-current liabilities
Long term lease liabilities (IFRS 16)
Deferred tax liabilities
Employee benefit liabilities
Total non-current liabilities

69
291
231
591

225
303
224
752

87
313
243
643

Current liabilities
Short term lease liabilities (IFRS 16)
Trade and other payables
Contract liabilities
Tax liabilities
Provisions
Retained liabilities of business sold
Total current liabilities
Total equity and liabilities

36
1 286
320
1
123
27
1 792
5 735

48
1 801
414
1
141
28
2 433
6 481

36
2 013
84
1
170
26
2 330
6 357

Assets
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGE IN EQUITY
Total paid
in capital

Amounts in NOK million
Equity as of 31 December 2018
Profit for the period 1 January to 30 June
Other comprehensive income
Total comprehensive income
Treasury shares
Dividend
Equity as of 30 June 2019

Retained
earnings

820

2 710

-

123
123

2
2

123
2
125

(1)
(268)
2 564

(89)

(1)
(268)
3 295

110
110

(18)
(18)

110
(18)
92

820

(0)
(3)
2 672

(107)

(0)
(3)
3 385

-

(40)
(40)

(2)
(2)

(40)
(2)
(42)

820

Profit for the period 1 July to 31 December
Other comprehensive income
Total comprehensive income

-

Treasury shares
Employee share purchase programme
Equity as of 31 December 2019
Profit for the period 1 January to 30 June
Other comprehensive income
Total comprehensive income
Treasury shares
Other
Equity as of 30 June 2020

Other
reserves Total equity

820

9
0
2 641

(91)

0
(109)

3 439

9
0
3 352

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
Amounts in NOK million
Profit before tax continuing operations
Profit before tax discontinued operations
Profit/(loss) before tax total operations
Depreciation, amortisation and impairment
Taxes (paid)/refund
Other cash flow from operating activities
Cash flow from operating activities
Capital expenditure
Other cash flow from investing activities
Cash flow from investing activities
Interest portion on lease liabilities
Principle portion on lease liabilities
Dividends
Other cash flow from financing activities
Cash flow from financing activities
Translation adjustments
Net increase/(decrease) in cash and bank deposits
Cash at the beginning of the period
Cash at the end of the period
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Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

115
(5)
110
47
(12)
(400)
(256)
(21)
(21)
(1)
(9)
0
(10)
1
(286)
2 020
1 734

92
(2)
90
42
0
94
227
(82)
(20)
(101)
(3)
(12)
(268)
(9)
(293)
4
(163)
2 877
2 714

(52)
(2)
(54)
97
(18)
(520)
(496)
(52)
(20)
(72)
(3)
(18)
0
0
(19)
(3)
(590)
2 324
1 734

167
(5)
162
83
(1)
(225)
19
(151)
(19)
(171)
(7)
(23)
(268)
(11)
(310)
10
(451)
3 165
2 714

307
(10)
297
193
(14)
(574)
(98)
(374)
(16)
(391)
(12)
(40)
(268)
(47)
(367)
15
(841)
3 165
2 324
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NOTES
Note 1 Reporting entity
Kværner ASA (the company) is a company domiciled in Norway. These condensed consolidated interim financial
statements (“interim financial statements”) comprise the company and its subsidiaries.
Note 2 Covid-19 impacts
Immediately after the covid-19 outbreak in March several precautions were implemented to safeguard employees,
suppliers and local societies against the risks of the corona virus development. A comprehensive set of actions
have been implemented in line with public requirements and recommendations. All Kvaerner locations have
remained in operation during the covid-19 outbreak period in the first and second quarters.
The majority of hired-in personnel working at the Stord and Verdal yards were demobilised in March, office staff
were working from home and several virus precautions influenced daily work at the yards. Operations continued
with reduced capacity. As a result of the covid-19 situation and market volatility, temporary lay-offs have been
initiated to reduce costs. The table “Total manpower in Norway” shows how the availability and utilisation of
personnel resources have developed through the pandemic period.

Late Dec. 2019 Late Mar. 2020 Late Jun. 2020
Own employees
Hired-ins
Total manpower in Norway
Temporary lay-offs, own employees

2 730
3 630
6 360
-

2 720
595
3 315
140

2 734
896
3 630
277

Demobilisation of hired-in project resources at the yards had a negative cost impact as communicated in Q1 2020.
During the second quarter Norwegian authorities have started to allow foreign hired-in personnel to travel to
Norway. As Kvaerner’s first priority is always HSSE, a stepwise re-mobilisation of hired-ins is used to ensure
control. Remobilisation of hired-in personnel started in May and will continue through the autumn. Offices are
again opened for normalised operations, but some corona related precautions remain in place.
Estimated insurance recoveries were included in the covid-19 effects communicated at Q1 2020. As of Q2 2020,
Kvaerner group and subsidiaries have obtained limited financial state aid in relation to covid-19. However, there
is an ongoing process to review whether there are possibilities to apply for public cash relief packages.
The global covid-19 pandemic has affected the availability of personnel resources and schedule for sub-deliveries
to ongoing projects. Hence, Kvaerner and our customers have agreed to adjust the execution plans for some
ongoing work. For the upgrade of the Njord A platform, the platform is now scheduled for tow to the field in 2021.
For the Johan Castberg FPSO, the hull will now be delivered to Kvaerner’s facility at Stord in 2021, where
installation of the pre-completed topside modules will commence.
In Q1 Kvaerner communicated that the financial results were negatively influenced by costs and a provision
related to corona mitigation of NOK 101 million. The Adjusted EBITDA effect for the first quarter was negative
NOK 192 million which included temporary reduced margin effect for some projects.
The accumulated covid-19 effects for the first half year 2020 are estimated to NOK 107 million which includes
costs incurred year to date balanced by a moderate insurance recovery and remaining provision. Temporarily
reduced margin recognition for some projects have been reversed in the second quarter. There is no change to
the total estimated net covid-19 costs for the full year of NOK 150 million.
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Impact on outlook
The global activity level declined during the late winter and spring of 2020, and several customers around the
world put expected new projects on temporary hold. From early summer, several customers are again planning
investment projects. The adjusted tax regime in Norway provides incentives to oil companies to start projects.
This has a positive impact on Kvaerner’s market opportunities. For further details see sections Operational review,
Competitiveness and market and Outlook in this Second quarter and half year 2020 report.
Impairment trigger assessment
Impairment triggers have been identified and assessed to also include the current covid-19 situation for Q2 2020.
Impairment indicators include changes in market situations, changes in order backlog, changes in discount rates
and other elements which might impact the assets’ values. An impairment test for goodwill has been performed.
Management’s determination of the recoverable amounts of the cash generating units includes assumptions
regarding future project wins, their profitability and terminal values. The recoverable amounts of CGUs have been
determined based on value-in-use calculations, which require the use of estimates and judgements.
Goodwill allocation by cash generating unit

Amounts in NOK million

30.06.2020 31.12.2019

Stord yard

421

421

Verdal yard
Total Kvaerner group

186
607

186
607

Q2 2020 Impairment test, key assumptions
Cash flows from projects, including assumed project awards, are allocated to CGUs Stord yard and Verdal yard
based on which resources are used or normally would be used for project execution. Management’s approach to
determine the values that are assigned to each key assumption reflect past experience and are as follows:
•

Assumed project awards is an essential element in the impairment testing. The group’s business
development organisation reviews and considers market prospects and selects target projects

•

Target projects are included based on latest projections and estimated revenues and margins based on the
scope of work and Kvaerner’s experience and judgement from other projects

•

Cash flow projections for ongoing projects are based on updated forecasts

•

Explicit period for estimated cash flows are second half-year 2020 to full year 2023

•

Terminal values reflecting long term, steady state revenue and margin levels are estimated based on a
combination of historic levels and judgement

•

An annual growth rate of one percent is used in calculating the terminal value

•

The pre-tax discount rate, based on a weighted average cost of capital assessment, used is calculated based
on the post-tax rate using an iterative process that gives the same net present value of cash flows pre- and
post-tax. The post-tax discount rate applied in the testing is 8.9 percent, and pre-tax discount rates are 11
percent for Stord yard and 11.2 percent for Verdal yard
For the yards Stord and Verdal CGUs recoverable amount for recognised goodwill exceeds the related carrying
values, and consequently the analysis indicates that no impairment is required.
Sensitivities
The following adverse changes could occur simultaneously before any impairment is required in relation to the
Stord yard CGU: revenue reduction of 15 percent, EBITDA margin reduction of one percentage point and increase
in pre-tax discount rate of 0.9 percentage points.
The Verdal yard CGU is more sensitive to impairment: a simultaneous revenue reduction of five percent, EBITDA
margin reduction of 0.5 percentage points and increase in pre-tax discount rate of 0.3 percentage points would
result in an impairment.
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Principle risks and uncertainties
Covered in section Principle risks and uncertainties in this Second quarter and half year 2020 report. There is an
increased level of uncertainty around project awards due to the covid-19 situation and if project awards do not
meet the current assumptions there could be an impairment of the goodwill.
Note 3 Basis of accounting
Statement of compliance
The condensed consolidated interim financial statements have been prepared in accordance with the International
Financing Reporting Standards (IFRS) and IAS 34 Interim Financial Reporting as adopted by the European Union
and additional Norwegian regulations.
Accounting principles
The interim financial statements are condensed and do not include all the information required by IFRS for a
complete set of financial statements and should be read in conjunction with the full year consolidated financial
statements for Kværner ASA. The consolidated 2019 financial statements for Kvaerner are available at
www.kvaerner.com.
The accounting polices applied in these interim financial statements are the same as those applied in the group’s
Annual accounts 2019.
Other
The interim financial statements have not been subject to audit. The functional currency of the entities within
Kvaerner is determined based on the nature of the economic environment in which they operate. The functional
currency and presentation currency of Kværner ASA is NOK. Numbers are rounded to the nearest million, unless
otherwise stated. As a result of rounding differences, numbers or percentages may not add up to the total.
Operating results for the periods presented are not necessarily indicative of the results that may be expected for
any subsequent interim period or annual accounts.
Note 4 Judgments, estimates and assumptions
In preparing these interim financial statements, management has made judgments, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. The estimates and judgments are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances.
Revision to accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both current and
future periods.
In preparing these condensed consolidated interim financial statements, significant judgements made by
management in applying the group's accounting policies and key sources of uncertainty in the estimates were
consistent with those applied for the period ended 31 December 2019.
Note 5 Revenue and segment information
The group’s operations and main revenue streams are those described in the last annual financial statements.
The group’s revenue is derived from contracts with customers.
Kvaerner has one reportable segment; Field Development. The segment includes the resource centres and the
following operational areas: Process & Structures, FPSOs and Renewables.
The main differences between the Field Development figures and group figures presented are Kvaerner’s share
of revenues from jointly controlled entities included in Field Development and unallocated costs deducted.
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Unallocated costs
Unallocated costs, which are net corporate costs not directly attributable to segments, amounted to NOK 15 million
in second quarter 2020, same level as in first quarter 2020. It is expected that the recurring level of net corporate
costs will be approximately NOK 60-70 million annually.

Field Development
Amounts in NOK million
Construction contracts

Q2 2020

Q2 2019

Group activities and
eliminations
Q2 2020

Consolidated

Q2 2019

Q2 2020

Q2 2019

1 243

1 489

-

-

1 243

1 489

92

215

(2)

9

90

225

149
52
1 536
0
1 536

135
69
1 909
0
0
1 909

(152)
86
(68)
(0)
(68)

(87)
39
(39)
5
(0)
(33)

(3)
138
1 468
1 468

Adjusted EBITDA 1

175

132

(5)

(0)

171

132

EBITDA
Depreciation, amortisation and impairment
EBIT

175
(37)
138

132
(30)
102

(13)
(9)
(22)

0
(12)
(12)

162
(47)
115

132
(42)
90

85

(671)

62

(9)

147

(681)

Services revenue
Revenue/share of result from joint ventures
Other revenue
Revenue from contracts with customers
Lease revenue
Gain on sale of assets
Internal revenue
Total revenue and other income

Net current operating assets

Amounts in NOK million
Construction contracts
Services revenue
Revenue/share of result from joint ventures
Other revenue
Revenue from contracts with customers
Lease revenue
Gain on sale of assets
Internal revenue
Total revenue and other income
Adjusted EBITDA 1
EBITDA
Depreciation and amortisation
EBIT

© 2020 Kværner ASA

48
108
1 870
5
0
1 876

Field Development

Group activities and
eliminations

YTD 2020

YTD 2020

YTD 2019

-

-

3 081

3 108

9

132

504

17
372
3 602
0
3 602

92
282
3 986
9
0
3 995

YTD 2019

Consolidated
YTD 2020

YTD 2019

3 081

3 108

134

494

(2)

404
109
3 728
0
0
3 729

343
122
4 067
0
0
4 067

(387)
262
(127)
(0)
(127)

43

269

(10)

0

33

269

43
(78)
(35)

269
(59)
210

(9)
(19)
(28)

(7)
(24)
(32)

34
(97)
(62)

261
(83)
178

17

(251)
160
(81)
9
(0)
(72)
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Field Development
Amounts in NOK million

FY 2019

Construction contracts

7 316

Services revenue
Revenue/share of result from joint ventures
Other revenue
Revenue from contracts with customers
Lease revenue
Gain on sale of assets
Internal revenue
Total revenue and other income

936
867
293
9 412
14
0
0
9 427

Adjusted EBITDA

Group activities and
eliminations

1

Consolidated

FY 2019

FY 2019

-

7 316

(709)
315
(395)
(0)
(395)

936
158
608
9 018
14
0
9 032

512

(8)

505

EBITDA
Depreciation and amortisation
EBIT

512
(147)
365

(14)
(45)
(59)

498
(193)
306

Net current operating assets

(321)

(40)

(361)

Adjusted EBITDA excludes impact of embedded foreign currency derivatives reported in jointly controlled entities closely related to Kvaerner’s
operating activities
1

Note 6 Financial items
Amounts in NOK million

Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

Net interest income/(expense) pre IFRS 16

(0)

7

2

10

19

Interest expense on lease liabilities
Profit/(loss) on foreign currency contracts
Foreign currency embedded derivatives impact

(1)
1
0

(3)
(0)
0

(3)
(0)
7

(7)
0
(11)

(12)
0
(6)

Net foreign exchange gain/(loss)
Other financial items, net
Net financial income/(expense)

(3)
3
(1)

(0)
(1)
2

2
2
10

(0)
(3)
(11)

2
(1)
2

Result on foreign currency contracts is related to portfolio of hedging instruments not qualifying for hedge
accounting.
Foreign currency embedded derivatives impact is reflecting accounting effects of multicurrency contracts, in line
with requirements under IFRS.
Forward foreign currency contracts
The table below presents fair value of the group’s derivative financial instruments as of 30 June 2020.
Assets at Liabilities at Net fair value
fair value
fair value
YTD 2020

Amounts in NOK million
Embedded derivatives

18

(4)

14

Not hedge accounted
Cash flow hedges
Total

0
12
30

(0)
(28)
(32)

(0)
(16)
(2)
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Note 7 Share capital and equity
Kværner ASA has 269 000 000 shares issued each with a nominal value of NOK 0.34.
Kvaerner currently has no share-based compensation that results in a dilutive effect on earnings per share. Basic
and diluted earnings per share have been calculated based on the following number of average shares:

Numbers in thousands

Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

Shares issued
Effect of own shares held
Average number of outstanding shares

269 000
(854)
268 146

269 000
(1 066)
267 934

269 000
(974)
268 026

269 000
(1 078)
267 922

269 000
(1 174)
267 826

Note 8 Contingent events
Given the scope of the group’s operations, group companies are inevitably involved in legal disputes in the course
of their activities. Provisions have been recognised based on expected outcome of any disputes and litigation
proceedings in accordance with applicable accounting rules. Such provisions are based on management's best
evaluations and estimates of a likely outcome of the dispute. However, the final outcome of such disputes and
litigation proceedings will always be subject to uncertainties and resulting liabilities may exceed recognised
provisions. The disputes and litigation proceedings are continuously monitored and reviewed, and recognised
provisions are adjusted to reflect management’s best assessment of most recent facts and circumstances.
Litigation and arbitration costs are recognised as they occur.
Significant, current disputes
Nordsee Ost project
In 2012, arbitration related to the Nordsee Ost project was filed. The last wind jackets for the project were delivered
in October 2013. The arbitration process for the project will take time due to high complexity. It is currently difficult
to estimate when the arbitration will be finalised.
There is still substantial uncertainty with respect to the final financial outcome of the Nordsee Ost project, and to
avoid prejudicing Kvaerner's position, no estimate of the expected final outcome is disclosed.
Note 9 Related parties
The largest shareholder of Kværner ASA, Aker Kværner Holding AS, is owned 70 percent by Aker ASA, which in
turn is owned directly and indirectly 68.2 percent by The Resource Group TRG AS, a company owned by
Kjell Inge Røkke. All entities owned or controlled by Aker ASA and The Resource Group TRG AS are considered
related parties to Kvaerner. Non-controlling interests with significant influence are also considered as related
parties.
Kvaerner believes that all transactions with related parties have been based on arm's length terms. The table
below gives an overview of aggregated transactions and balances with related parties.

Amounts in NOK million
Revenue
Operating expenses
Trade and other receivables
Trade and other payables
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19

YTD 2020

YTD 2019

FY 2019

442
(368)
94
92

593
(424)
163
125

891
(896)
100
42
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Note 10 Discontinued operations – summary of financial data
The results for the discontinued business are reported separately under the heading Result from discontinued
operations in the group’s income statement. Results are related to insurance recoveries and associated costs. In
the balance sheet, retained assets and liabilities are presented on separate lines.

Amounts in NOK million

Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

Total revenue and other income
Administrative and legal expenses

0
(2)

(2)

0
(4)

(5)

(11)

EBIT

(2)

(2)

(4)

(5)

(11)

Net financial income/(expense)

(3)

(0)

2

(1)

0

Profit/(loss) before tax

(5)

(2)

(2)

(5)

(10)

Income tax income/(expense)
Profit/(loss) from discontinued operations

(5)

(2)

(2)

(5)

(10)

(0.02)

(0.01)

(0.01)

(0.02)

(0.04)

(27)

(28)

(27)

(28)

(26)

Q2 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

(11)
0
(3)
(14)
34
21

(6)
2
(0)
(4)
30
26

(6)
3
2
(1)
22
21

(10)
9
(0)
(1)
28
26

(18)
12
0
(6)
28
22

Basic and diluted earnings/(losses) per share (NOK)
Net assets

Cash flows from discontinued operations are as follows:

Amounts in NOK million
Cash flow from operating activities
Cash transferred (to)/from parent
Translation adjustments
Net increase/(decrease) in cash and bank deposits
Cash at the beginning of the period
Cash at the end of the period

Note 11 IFRS 16 Leases
Kvaerner has entered into various lease contracts, mainly related to rental of buildings, land and sites for
transportation, storage and decommissioning. In addition, Kvaerner is renting cranes, cars, vessels, barges and
various equipment and machinery related to operations at the Stord and Verdal yards. Rent of machinery and
equipment is project related and typically for a short time period to cover peaks or special lifting or other operations.
Right-of-use assets and lease liabilities

Amounts in NOK million
Balance at 1 January 2020
Additions
Depreciation expense
Installment lease payments
Balance at 30 June 2020

© 2020 Kværner ASA

Land and
buildings

Machinery
and
vehicles

Total rightof-use
assets

109
(18)

11
1
(1)

121
1
(19)

91

11

102

20

Lease
liabilities
123
1
(18)
106
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Lease liabilities
Amounts in NOK million

30.06.2020

Maturity analysis - contractual undiscounted cash flows
Amount due within one year
Amount due between one and five years
Amount due later than five years
Total undiscounted lease liabilities

40
73
0
114

Lease liabilities included in interim condensed consolidated balance sheet
Current lease liabilities
Non-current lease liabilities

106
36
69

Note 12 Quarterly historical information – continuing operations
Amounts in NOK million
Total revenue and other income
Field Development
Adjusted EBITDA
Field Development
Adjusted EBITDA margin
Field Development

Q2 2020
1 468
1 536
171
175
11.6 %
11.4 %

Net profit/(loss) - continuing operations
Basic and diluted EPS continuing operations
Order intake 1
Order backlog

1

NCOA
Field Development
Net interest bearing deposits and loans pre IFRS 16
Net interest bearing deposits and loans
1

Q1 2020
2 134
2 192

Q4 2019

Q3 2019

Q2 2019

Q1 2019

2 588
2 789

2 450
2 571

1 876
1 909

2 119
2 158

(137)
(132)

100
105

135
138

132
132

137
137

-6.4 %
-6.0 %

3.9 %
3.8 %

5.5 %
5.4 %

7.0 %
6.9 %

6.5 %
6.3 %

89

(127)

43

72

71

57

0.33

(0.47)

0.16

0.27

0.27

0.21

3 281

1 204

2 648

1 830

732

1 691

8 973

7 249

8 200

8 337

9 037

10 196

147
85
1 774
1 669

(262)
(248)
2 060
1 945

(361)
(321)
2 344
2 221

(414)
(362)
2 440
2 316

(681)
(671)
2 734
2 461

(649)
(724)
2 877
2 594

Including Kvaerner’s scope of work of jointly controlled entities closely related to Kvaerner’s operating activities.
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Note 13 Alternative performance measures
Kvaerner discloses alternative performance measures as part of its financial reporting as a supplement to the
financial statements prepared in accordance with IFRS. Kvaerner believes that the alternative performance
measures provide useful supplemental information to management, investors, security analysts and other
stakeholders and are meant to provide an enhanced insight into the financial development of Kvaerner’s business
operations and to improve comparability between periods. Order intake and backlog are indicators of the
company’s revenues and operations in the future.
Profit measures
EBITDA

is short for earnings before interest, taxes, depreciation and amortisation and is
a term commonly used by analysts and investors

Adjusted EBITDA

earnings before Interest, taxes, depreciation and amortisation excluding impact
of embedded foreign currency derivatives reported in jointly controlled entities
closely related to Kvaerner’s operating activities

Adjusted EBITDA margin

is used to compare relative profit between periods. Adjusted EBITDA margin is
calculated as Adjusted EBITDA divided by revenue

Order intake measures
Order intake
Order backlog

represents expected revenue from contracts entered into in period or growth in
existing contracts
represents remaining expected revenue from contracts entered into as per
reporting date

Financing measures
Net current operation assets (NCOA) Kvaerner’s measure of net working capital, defined as trade and other
receivables and contract assets less trade and other payables, contract liabilities and provisions
Net interest-bearing deposits and loans Kvaerner’s measure of net interest-bearing debt, defined as interest
bearing receivables and cash and bank less interest-bearing liabilities
Equity ratio
is calculated as total equity divided by total assets
In the below tables it is shown how certain of the above measures are derived from the IFRS consolidated financial
statements:

Amounts in NOK million

Q2 2020

EBITDA
Adjustment for equity accounted investees
Adjusted EBITDA
1

1

Q2 2019

YTD 2020

YTD 2019

FY 2019

162

132

34

261

498

8
171

(0)
132

(1)
33

8
269

6
505

Excluding embedded derivatives’ impact reported.
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Amounts in NOK million

30.06.2020 30.06.2019 31.12.2019

Trade and other receivables
Contract assets
Trade and other payables
Contract liabilities
Provisions
Net current operating assets (NCOA)
Total cash and bank
Interest-bearing receivables
Net interest bearing deposits and loans pre IFRS 16
Non-current lease liabilities (IFRS 16)
Current lease liabilities (IFRS 16)
Net interest bearing deposits and loans

© 2020 Kværner ASA
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1 220
655
(1 286)
(320)
(123)
147

1 115
561
(1 801)
(414)
(141)
(681)

991
915
(2 013)
(84)
(170)
(361)

1 734
40

2 714
20

2 324
20

1 774
(69)
(36)
1 669

2 734
(225)
(48)
2 461

2 344
(87)
(36)
2 221
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Second quarter results
9 July 2020

Illustration: Aker BP

Highlights, second quarter 2020
Gradual decline in covid-19 effects
Increased forecast for 2020 revenues and
profit

Hod UWHP start
Market with gradual growth opportunities
▪ Tax incentives for Norwegian O&G prospects
▪ Drive for renewables, incl. wind power at NCS
Solid order intake in 2Q20
Re-accelerating ongoing projects
2
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P2 roll-up

Offshore wind
opportunities P2 jacket roll-up

HSSE more important for sustainable business than ever before
High HSSE attention throughout organisation

Protect public health care capacity and local
communities: Activity was reduced and resources
demobilised until good control was achieved

Joint industry campaign for safety continues

+

Serious incident frequency (SIF) and Falling object
frequency (FOF) within target

Safety behaviour program ongoing
Effective crisis management - Life and health
number one priority during acute stage of covid-19
Zero covid-19 cases in production

÷
3

Two serious incidents
Need to reduce minor medical treatment cases
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E
S
G

Support anti-virus measures in local health care
with donated protection equipment and funding
Reassure students that Kvaerner maintains
apprentice opportunities also in a volatile year for
all industries: Our typical level of >120 annual
apprentice positions is continued for 2020 – 2021

Drive the transition to sustainable energy: Maintain
development of solutions and delivery models for
renewable energy projects also through
challenging period

Ongoing projects
Hod UWHP
Johan Castberg FPSO
Njord A upgrade

Progress in all projects
despite influence of corona
situation also through 2Q 20

Sverdrup P2 jacket
Sverdrup RP module
Hydro Husnes Aluminium
Hywind Tampen offshore vind
Removal of platform, Canada
West White Rose marine ops
Nord Stream 2 onshore facility
Decommissioning projects
4
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Hod – scope agreed and
work commenced in the
same day

Order intake and backlog
Order intake
NOK million

Order backlog
NOK million
12 000

3 500

3 281

3 000

8 973

9 000
2 500

9 037

2 648

14%
8 337

8 200

2 000

7 249
6 000

1 830

1 500

1 204

1 000
500

3 000

732

41%

0
Q2'19

Q3'19

Q4'19

Q1'20

Note: All figures include scope of work of jointly controlled entities.

5

45%
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Q2'20

0
Q2'19

Q3'19

Q4'19

Estimated scheduling as of 30.06.2020:
For execution in 2020
For execution in 2021
For execution in 2022+

Q1'20

Q2'20

Second quarter financials
Idar Eikrem, EVP & CFO

Field Development review
• EBITDA margin for second quarter 2020 was 11.4 percent

Revenues
NOK million

EBITDA
NOK million

3 000

200

2 500

2 571

2 789

2 000
1 500

150

175

138
105

100

2 192

50

1 909
1 536

1 000

-132

0
-50

500

-100

0

-150
Q2'19

Q3'19

Q4'19

Q1'20
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Q2'19

Q2'20

Note: All figures include Kvaerner’s scope of work of jointly controlled entities

7

132

EBITDA-%

6.9%

Q3'19

Q4'19

Q1'20

5.4%

3.8%

-6.0%

Q2'20
11.4%

Cash flow and working capital development
CASH FLOW
Amounts in NOK million

Q2 2020

Q1 2020

Q2 2019

YTD 2020

YTD 2019

FY 2019

(256)
(21)
(10)
1

(240)
(51)
(10)
(4)

227
(101)
(293)
4

(496)
(72)
(19)
(3)

19
(171)
(310)
10

(98)
(391)
(367)
15

(286)

(304)

(163)

(590)

(451)

(841)

Cash flow from operating activities
Cash flow from investing activities
Cash flow from financing activities
Translation adjustments
Net increase/(decrease) in cash and bank
deposits

8
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Net current operating assets (NCOA) – Continuing operations
(NOK million)
500
( 500)
(1 000)
(1 500)

Q2'20

Q1'20

Q4'19

Q3'19

Q2'19

Q1'19

Q4'18

Q3'18

Q2'18

Q1'18

Q4'17

Q3'17

Q2'17

Q1'17

Q4'16

Q3'16

(2 000)

Q2'16

Working capital of NOK 147
million
Temporarily increase in NCOA
due to cash inflow received
early July
Fluctuations in working capital
must be expected
Capital tied up in the Nordsee
Ost project

Market opportunities and way forward
Karl-Petter Løken, President & CEO

Tax incentive package for Norwegian petroleum projects

Oil companies indicates sanctioning of +20 O&G projects before Dec 2022
Prospect

Anticipated concept

Operator

Prospect

Anticipated
concept

Operator

Hod
redevelopment

UWHP satelite

Aker BP

Modifications to
onshore facility

Equinor

Aker BP

Electrification of Melkøya
onshore gas treatment
plant

Ula
redevelopment

UWHP

Eldfisk North

ConocoPhil
lips

Electrification of Troll and
Oseberg offshore
platforms

Power cable from
shore

Equinor

UWHP or subsea satelite

Tommeliten
Alpha

UWHP or subsea satelite

ConocoPhil
lips

Grevling

Modified jack-up

OKEA

Alke

Subsea satelite

Vår Energi

Garantiana

UWHP or subsea satelite

Equinor

Breidablikk

Subsea satelite

Equinor

NOAKA-area

4 – 5 platforms with
jackets (including
UWHPs) + subsea

Aker BP
and
Equinor

Grosbeak

Subsea satelite

Wellesley
Petroleum

Lavrans + Kristin Q

Subsea satelite

Equinor

Peon

Floating UPP

Equinor

Kobra East Gekko

Subsea satelite

Aker BP

Wisting

FPSO or other platform
concept

Equinor

King Lear

Subsea satelite

Aker BP

Trine & Trell

Subsea satelite

Aker BP

10
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Source: energi24.no

NOAKA-area: Example of key prospects

~ NOK 50 billion estimated investments, expected to include:
▪
▪
▪
▪
Illustration: Aker BP

11
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1 large topside
1 medium topside
3 small topsides
5 jackets

Markets

CONCRETE
UNMANNED
OIL AND GAS
OIL AND GAS
SUBSTRUCTURES
PLATFORM PLATFORM STEEL WELLHEAD
TOPSIDES
SUBSTRUCTURES PLATFORMS FOR OIL AND GAS
PLATFORMS

MARINE
OPERATIONS

ONSHORE
PROCESS
PLANTS

UPGRADING &
MODIFICATION

Renewables

FPSOs

Process & Structures

DECOMMISSIONING
& RE-USE /
RECYCLING

OFFSHORE
WIND TURBINE
PLATFORMS
FLOATING
PRODUCTION
STORAGE AND
OFFLOADING
VESSELS

HYDROGEN
AND BIOFUEL
FACILITIES

Positioning for several prospects, including within Renewables:
▪
▪
▪
▪
12

Offshore wind power projects, including converter platforms
Large aquaculture projects
Decommissioning and re-use of old offshore installations
Renewable prospects in pipeline with total value > NOK 25 Billion
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OFFSHORE WIND
CONVERTER
PLATFORMS

CARBON
CAPTURE
FACILITIES

AQUA
CULTURE

Summary: 2Q20 and way forward
Well positioned:

Main focus 2020

HSSE – Best in class ambition

▪ HSSE, and continue to manage covid-19
situation

Market with growth opportunities,
positioning for new contracts ongoing

▪ Continue to reduce costs

•

Renewable business

•

Oil & gas projects

Hod, Tampen Hywind etc. enhance
industrial execution models for future
renewable contracts

▪ Annual revenues of ~NOK 7.5 billion, with
underlying EBITDA-margin ~5 percent
(ex-corona costs)

▪ Win new contracts

▪ Strategic development of business

13
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Copyright and disclaimer
Copyright
Copyright of all published material including photographs, drawings and images in this document remains vested in Kvaerner and third party contributors as appropriate.
Accordingly, neither the whole nor any part of this document shall be reproduced in any form nor used in any manner without express prior permission and applicable
acknowledgements. No trademark, copyright or other notice shall be altered or removed from any reproduction.
Disclaimer
This Presentation includes and is based, inter alia, on forward-looking information and statements that are subject to risks and uncertainties that could cause actual results to
differ. These statements and this Presentation are based on current expectations, estimates and projections about global economic conditions, the economic conditions of the
regions and industries that are major markets for Kværner ASA and Kværner ASA’s (including subsidiaries and affiliates) lines of business. These expectations, estimates and
projections are generally identifiable by statements containing words such as “expects”, “believes”, “estimates” or similar expressions. Important factors that could cause actual
results to differ materially from those expectations include, among others, economic and market conditions in the geographic areas and industries that are or will be major markets
for Kvaerner’s businesses, oil prices, market acceptance of new products and services, changes in governmental regulations, interest rates, fluctuations in currency exchange
rates and such other factors as may be discussed from time to time in the Presentation. Although Kværner ASA believes that its expectations and the Presentation are based
upon reasonable assumptions, it can give no assurance that those expectations will be achieved or that the actual results will be as set out in the Presentation. Kværner ASA is
making no representation or warranty, expressed or implied, as to the accuracy, reliability or completeness of the Presentation, and neither Kværner ASA nor any of its directors,
officers or employees will have any liability to you or any other persons resulting from your use.
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