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Nature of the business

Statkraft Energi AS is a company in the Statkraft Group, the third-largest
electricity generator in the Nordic region, and the second-largest producer of
renewable energy in Europe. The company is engaged in the generation and
sale of electricity and power-related products.
The company’s head office is in Oslo.
Statkraft Energi AS owns 66.7 per cent of Baltic Cable AB, headquartered in
Malmö, Sweden. Baltic Cable AB operates an submarine link between Sweden
and Germany. Baltic Cable AB was transferred from Statkraft Energy Europe AS
with effect from 1 October 2005.
Important events in 2005
Acquisition of power plants in Sweden and Finland
During the fourth quarter of 2005 the Statkraft Group took over 20 hydropower
plants in Sweden, one of which was subsequently sold, and four in Finland. The
combined annual mean generation from these power plants totals 1.6 TWh.
Operation and optimisation of the power plants is harmonised with Statkraft’s
Norwegian facilities through an operating agreement with Statkraft Energi AS.
New power contracts with the industry
Statkraft Energi AS has signed long-term agreements to supply Fesil and Rio
Doce Manganese Norway in Mo i Rana with 900 and 450 GWh/year respectively
until the end of 2020. These contracts are at commercial terms and conditions
and replace previous statutory-priced agreements.
Long-term leasing out of generation from the Rana power plant
Statkraft Energi AS has leased out 65 per cent of the generation from the Rana
power plant for a period of 15 years. In return, Statkraft Energi AS received the
sum of NOK 2.2 billion in the first quarter 2005. In addition, Statkraft Energi AS
will receive an annual payment of NOK 65 million to cover operating expenses.
Reorganisation
The Norwegian Parliament (Stortinget) voted in June 2004 to turn Statkraft SF
into a limited company, organised as a group. As part of this process, Statkraft
Energi AS was incorporated on 25 June 2004. The company was wholly owned
subsidiary of Statkraft SF and had an initial share capital of NOK 100,000.
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Under the business transfer agreement of 27 September 2004, the bulk of
Statkraft SF’s operations and employees were transferred to Statkraft Energi AS,
with effect from 1 September 2004. The company’s share capital was raised to
NOK 20 billion by means of a contribution in kind. On 1 October all the shares in
the company were transferred to the new parent company in the Statkraft Group,
Statkraft AS, which is itself a wholly owned subsidiary of Statkraft SF. At the
same time the group’s finance department, with associated assets, rights and
liabilities was transferred to Statkraft AS. The transfer was undertaken such that
corresponding receivables and payables between the companies were created,
and accounting continuity maintained. A refinancing package, in which
receivables and payables between Statkraft Energi AS and Statkraft AS were
settled at fair value, was implemented on 1 January 2005.
The next phase in the formation of the Statkraft Group took place on 18 March
2005 when an agreement was signed to transfer Statkraft Energi AS’s shares in
Statkraft Energy Europe AS, Statkraft Energy Enterprise AS, Statkraft Regional
Holding AS, Statkraft Forsikring AS, Statkraft Norfund Power Invest AS, Statkraft
Development AS, Naturkraft AS and Hydra Tidal Energy Technology AS to
Statkraft AS. Moreover, the employees working in Statkraft’s corporate staff
departments were transferred to Statkraft AS. At the same time, the operations
associated with the New Energy business area were transferred to Statkraft
Development AS. The shareholdings have been transferred such that accounting
continuity has been maintained, while the other assets and liabilities were
transferred at fair value.
In connection with the reorganisation process which took place in the autumn of
2004 and the spring of 2005, an adjustment was made in Statkraft Energi AS’s
equity. This resulted in a NOK 23 billion write-down of share capital and the
share premium account. The amount of the write-down was distributed to
Statkraft AS, and partially offset against Statkraft Energi AS’s claim on the
proceeds of the assets which were transferred from Statkraft Energi AS to
Statkraft AS.
A further adjustment of the company’s equity is planned for 2006. This will
involve a write-down of the value of “Other paid-in equity”. It is the opinion of the
board that, assuming prudent management and the exercise of good business
practice, as well as anticipated future losses, there will, also after the equity writedown, be full coverage for the company’s share capital and other undistributable
equity.
Profit, cash flow, investments, financing and liquidity
2005 was a good year for Statkraft Energi AS. Its financial performance derives
from efficient energy management and high percipitation. The Nordic power
market was characterised by mild weather, with higher than normal precipitation
and inflow levels in 2005, factors which by themselves drive electricity prices
down. However, this was counteracted by high prices for the fossil fuels used in
thermal power plants, and high carbon prices. The year’s lowest monthly price in
the spot market came in January, while prices in the other months remained
relatively stable above 20 øre/kWh. The system price on Nord Pool averaged
23,5 øre/kWh, just 0,7 øre/kWh lower than in 2004. Gross operating revenues
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totalled NOK 10 061 million in 2005, while the company’s net profit totalled NOK
2 807 million.
The 2005 financial statements include several internal non-recurring items. The
reorganisation resulted in a loss for Statkraft Energi AS of NOK 741 million.
Furthermore, the reorganisation resulted in the accrual of a considerable liability
for stamp duty. NOK 278 million in stamp duty was expensed in 2005, as was
NOK 182 million in losses on a property rental agreement. A non-recurring
compensation payment of NOK 400 million from the group’s wind power
companies Hitra Vind AS, Smøla Vind AS and Smøla Vind 2 AS was taken to
income as a result of the termination of an electricity purchasing agreement. The
compensation payments are classified as power sales revenues in the accounts.
The company’s cash flow from operating activities totalled NOK 4 973 million,
while its operating profit totalled NOK 6 512 million.
The company had a negative cash flow of NOK 841 million from its investing
activities. This can largely be ascribed to the acquisition of Baltic Cable AB for
NOK 771 million, maintenance investments totalling NOK 127 million and a NOK
35 million investment in new generating capacity. Furthermore, NOK 172 million
in property, plant and equipment was sold in 2005.
The company had a negative cash flow of NOK 3 815 million from its financing
activities, largely due to the repayment of long-term debt.
The company had cash and cash equivalents totalling NOK 169 million at 31
December 2005. The company’s other liquid assets are organised in a group
account scheme, which means that they are classified as a receivable from
Statkraft AS in the accounts. The company is well able to self-finance its
investments.
The company’s current liabilities, as at 31 December 2005, amounted to 40.5 per
cent of its total debt, compared with 17.75 per cent at the same date in 2004. The
increase is due partly to the repayment of long-term debt in connection with the
write-down of equity, partly to provisions for dividend and group contribution for
2005. The company has a strong financial position and, at 31 December 2005,
could have repaid its current liabilities out of its most liquid assets (current assets
– inventory).
At the close of the financial year, Total Assets amounted to NOK 32 719 million,
compared with 74 673 million the year before. This reduction can largely be
ascribed to the transfer of operations to Statkraft AS, as well as the subsequent
write-down of equity. As at 31 December 2005, the company had an equity ratio
of 54.5 per cent, compared with 43.8 per cent at the same date in 2004.
Going concern
In accordance with Section 3-3a of the Accounting Act, it is hereby confirmed that
the company has all the prerequisites necessary to continue as a going concern.
This assumption is based on the profit forecasts for 2006, and the company’s
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long-term strategic forecasts for the years ahead. The company has a sound
financial position.
Working environment and personnel
The company had a sickness absence rate in 2005 of around 3.2 per cent of total
hours worked, compared with 4.3 per cent in 2004. The company has seen
positive effects of measures implemented to reduce the sickness absence rate.
The company has signed up to the inclusive working life agreement (IA), and has
initiated several measures to fulfil the intensions of the agreement.
Statkraft’s HSE vision is for its operations to result in zero lost-time injuries. The
company is implementing a long-term improvement programme to ensure local
commitment to and management follow-up of health and safety issues in all
operative units.
Though no serious operational accidents or incidents were reported in 2005,
eight lost-time injuries did occur. None of the injuries has resulted in permanent
disability, though one could have had a serious outcome. A chainsaw was being
used during demolition work. The operator put his foot through the roof and lost
his grip on the chainsaw, which hit his hand. The total number of lost-time injuries
(H1)1 in 2005 was 6.9, while the total number of all injuries (H2)2 was 19.
The working environment is considered to be good, and improvement measures
are continually being implemented. In 2005 the annual organisational and
leadership survey, which also covers employees’ satisfaction with their working
environment, shows that 80 per cent of employees are very satisfied, compared
with 78.5 per cent the year before.
Statkraft’s various working environment committees held regular meetings in
2005. A number of issues were dealt with and solutions presented to the
departments concerned.
Cooperation with the employees’ organisations has been constructive and has
made a positive contribution to company operations.
Gender equality
Statkraft Energi AS aims to achieve a greater balance between the genders
and increase the number of women in management positions. 17 per cent of
the company’s total workforce and 11 per cent of those in management
positions are women. Women make up 33 per cent of the board of directors.
Statkraft Energi AS wishes to have a diversity of competences. The group
promotes equal treatment with respect to recruitment and personnel policy,
1
2

No. of lost-time injuries per million hours worked
Total no. of injuries per million hours worked
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and, in the hiring process, it seeks to facilitate the consideration of persons
with a multicultural background for relevant positions. Statkraft Energi AS will
also ensure that freedom of speech and employee rights are upheld in all
parts of the business. A life-course policy for employees over the age of 62
was introduced in 2005.
Statkraft aims to achieve equal pay for equal work and equal performance at
all job levels by means of salary systems which reflect individual competence,
job complexity and results achieved. Incentive schemes include collective and
individual performance-related pay.
Environmental reporting
Hydropower is a clean and renewable source of energy, which offers an
environment-friendly alternative to other methods of electricity generation. The
construction and operation of any power generation facility has an impact on the
environment, but Statkraft places great emphasis on limiting the environmental
impact of its operations.
The company aims to achieve zero environmental non-compliances. In 2005 one
serious environmental non-compliance occurred. The failure of a generator at the
Trollheim power plant led to a reduction in the flow of water and the death of
stranded fish. Measures to prevent future outages are being evaluated. Several
less serious environmental non-compliances were also reported. These were
largely minor violations of the minimum water flow regulations, which did not
have a measurable impact on the environment.
Market risk
Statkraft Energi AS’s core business is the generation and sale of electricity and
power-related products. In a market in which hydropower plays an important role,
and with water availability varying from year to year, price and production volume
will fluctuate considerably. In 2005, the price of carbon quotas and fossil fuels
also had a significant impact on electricity prices. These circumstances can have
a major effect on Statkraft Energi AS’s financial performance. Risk associated
with fluctuations in price and volume is to some extent, however, self-regulating,
since there is often a negative correlation between production volume and price,
ie a lot of water and high generation leads to low prices, and vice-versa.
Moreover, Statkraft Energi AS has an active risk management policy, adapted to
the current market situation. In the long term Statkraft Energi AS seeks by this
means to achieve maximum revenues from its generation, taking into
consideration the company’s risk criteria.
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Risk management
Statkraft Energi AS makes extensive use of forward contracts and other financial
instruments to hedge its revenues. Hedging helps to stabilise Statkraft Energi
AS’s revenues from year to year. This is considered desirable given the high
level of uncertainty which is otherwise associated with total power sales
revenues. In this connection, there is no difference between physical and
financial contracts on the one hand, which are dealt with bilaterally or via a
broker, and financial contracts in the forward market (Nord Pool) on the other.
Price is the most important factor when selecting the method of sale. It is
therefore crucial that new contracts are favourable in light of existing power
contracts and the possible risk associated with the company’s own generation
and spot prices. The contract portfolio is continually adjusted to maximise
expected revenues within specified risk criteria. Internal market exposure
guidelines have been drawn up for both hedging and trading transactions. An
independent unit is responsible for the continuous monitoring of authorisations
and transaction limits.
Financial risk
Interest rate and currency risk
The company is exposed to changes in foreign exchange rates, particularly the
EUR, since part of its revenues is generated in foreign currencies. With effect
from 1 January 2006, all trading over Nord Pool will be in EUR, which will further
increase the company’s currency risk. In line with Statkraft’s finance strategy,
forward contracts and other currency hedging agreements have been entered
into at group level.
The company is also exposed to changes in interest rates, since its debt is at
floating rates. Furthermore, changes in interest rates can have an impact on
investment opportunities in future periods.
Credit risk
The risk of counter parties being unable to meet their financial obligations is
considered to be low. Historically, Statkraft Energi AS has had small losses
related to bad debts. Counterparty exposure is monitored on an ongoing basis
and is kept within limits specified for each individual counter party.
Liquidity risk
The company’s liquidity is good, and will remain so even after the equity writedown that is planned for 2006.
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Future developments
In 2006 Statkraft Energi AS will continue to develop its operations in line with its
strategic targets and the vision of being a European leader in environmentfriendly energy. The company will focus particularly on value creation from its
core business: the generation and trading of electricity.
At the start of 2006 the water level in Statkraft Energi AS’s reservoirs was
somewhat higher than normal. Current forward prices on the Nordic power
exchange indicate that price levels will remain relatively high. Given an
approximately normal inflow of water during 2006, this will provide the basis for
continued high revenues from electricity generation and sales. The board does
not expect any significant changes operating costs. However, hydrological
conditions can vary substantially from year to year, and the setting of prices in
the market has become more complex with the introduction of new factors, such
as the price of carbon quotas. It must therefore be emphasised that a great deal
of uncertainty is attached to this assessment.
Allocation of profit for the year
The Directors of the Board proposes the following allocation of Statkraft Energi
AS’s profit for the year 2005:
•
•
•
•

To other equity
Group contribution paid
Allocated to dividend
Total allocation for the year

NOK
410 million
NOK 2 177 million
NOK
220 million
NOK 2 807 million

This proposal reflects a desire to coordinate and optimise the Statkraft group’s tax and
financing position.

As at 31 December 2005 the company had a distributable reserve of:
•
•
•
•

Other equity
Other paid-in equity
Deferred tax assets
Distributable reserve

NOK
757 million
NOK 8 508 million
NOK - 753 million
NOK 8 512 million
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Statkraft Energi AS

INCOME STATEMENT
NOK million

Power sales revenues
Other operating revenues
Gross operating revenues
Transmission costs
Net operating revenues
Salaries and payroll costs
Compensation and licence fees
Other operating costs
Depreciation and amortisation
Operating costs
Operating profit
Financial income
Financial expenses
Net financial items
Profit before tax
Taxes
Net profit
Allocation of net profit for the year
Group contribution
Dividend
Transferred to other equity
Total allocated

2005

Note

3
5

6,7
8
9,10
14,15

11
11

12

01.09 - 31.12
2004

9 777
284
10 061
-553
9 508
451
284
1 645
616
2 996
6 512
219
-1 344
-1 125
5 387
2 580
2 807

1 521
1 067
2 588
-107
2 481
271
92
641
227
1 231
1 250
1 166
-1 042
124
1 374
338
1 036

2 177
220
410
2 807

5
1031
1 036

Statkraft Energi AS

BALANCE SHEET
NOK million

Note

31.12.05

31.12.04

1 768
21 473
772
91
24 104
39
8 407
169
8 615
32 719

1 732
21 582
19 785
22 549
65 648
36
8 755
234
9 025
74 673

17 061
757
17 818
4 175
4 686
8 861
1 592
4 448
6 040
32 719

31 708
1 031
32 739
2 178
32 312
34 490
193
7 251
7 444
74 673

6 264
1 586

2 090
1 691

ASSETS

Intangible assets
Property, plant & equipment
Investments in subsidiaries & associated companies
Other long-term financial assets
Fixed assets
Inventory
Accounts receivable
Cash & cash equivalents
Current assets
Total assets

14
15
16
17

18
19

EQUITY AND LIABILITIES

Paid-in capital
Retained earnings
Total equity
Provisions
Long-term interest-bearing debt
Long-term liabilities
Taxes payable
Other interest-free liabilities
Current liabilities
Total equity and liabilities

20
20
21
22
12
23

Pledges
Guarantees

24
24

The Board of Directors of
Statkraft Energi AS
Oslo, 20 March 2006

Bård Mikkelsen
Chair

Rolf Erik Teigstad

Jørgen Kildahl
CEO

Eli Skrøvset

Arne Einungbrekke

Ingelise Arntsen

Olav Rabbe

Statkraft Energi AS

STATEMENT OF CASH FLOW
NOK million

2005

2004

5 387
-32
616
-202
5 769
1 997
-2 793
4 973

1 471
-982
227
-97
619

CASH FLOW FROM OPERATING ACTIVITIES

Profit before tax
Gains/losses on the sale of fixed assets
Depreciation and amortisation
Tax paid
Cash flow from operating activities
Change in long-term items
Change in short-term items
Net cash flow from operating activities

A

-3 731
-3 112

CASH FLOW FROM INVESTING ACTIVITIES

Investments in property, plant & equipment
Sale of fixed assets (gross proceeds)
Repayment of loans to third parties
Investments in other companies
Sale of other companies
Net cash flow from investing activities

-262
172

-161
1 294
6 039
-17

B

-771
20
-841

7 155

C

818
-5 014
-4 196

-4 909
46
-4 863

-64

-820

233
169

1 053
233

CASH FLOW FROM FINANCING ACTIVITIES

New long-term borrowings
Repayment of long-term borrowings
Change in other long-term items
Net cash flow from financing activities
Net cash flow
Cash and cash equivalents 1 Jan.
Cash received re. formation of Group
Cash and cash equivalents 31 Dec.

A+B+C

As part of the formation of the Statkraft AS Group following Statkraft's change of status to a limited company,
Statkraft Energi AS has been involved in several major transactions which have not had any impact on its
cash flow. An internal refinancing package was implemented with effect from 1 January 2005, by means of
which Statkraft Energi AS reduced its debt to Statkraft AS by approx. NOK 39 billion. At the same time
receivables from the same company were cut by approx. NOK 30 billion. Net debt therefore totalled NOK 9
billion.
Statkraft Energi AS had its equity written down by NOK 23 billion. However, this did not have any impact on
the company's cash flow since the amount was offset by a payment of NOK 28 billion from Statkraft AS for
the purchase of most of Statkraft Energi AS's subsidiaries. The outstanding NOK 5 billion has been used to
reduce Statkraft Energi AS's debt to Statkraft AS following its refinancing, such that the outstanding debt
after this now totals some NOK 4 billion.

Accounting Principles
Accounting regulations
The annual accounts have been prepared in accordance with the Norwegian Accounting Act and generally
accepted accounting principles in Norway.
Statkraft Energi AS does not prepare consolidated financial statements since its underlying subsidiaries are
included in the Statkraft AS Group’s consolidated accounts.
Valuation and classification principles
Uncertainty relating to estimates
The accounts are based on assumptions and estimates which affect the book value of assets, liabilities, revenues
and expenses. The best estimates available at the time the accounts were closed have been used, but actual
figures may differ from the original estimates.
Principles for revenue and cost accounting
Revenues derived from the sale of goods and services are recognised when they are earned, while costs are
recorded in accordance with the matching principle. Profits from power trading are recorded as net values.
Dividends from subsidiaries are recognised in the year they are earned, while dividends from other companies
are recognised in accordance with the cash principle. Gains/losses on the sale of ordinary fixed assets are treated
as operating revenues or expenses.
Power trading revenues
Power generation within the group is taken to income as the volume generated multiplied by the sales price.
Statkraft hedges its power generation by entering into physical and financial contracts. Financial instruments
used in power trading are bilateral financial contracts, forward contracts and futures, and options. Physical and
financial trading for the purpose of hedging future production output is recorded as hedging in the accounts. The
prerequisite for classification as a hedging instrument is that the level of hedging is within the company’s
generating capacity. Generating capacity is defined as the volume of power that the company is 80 per cent
certain to produce. Losses/gains on hedging contracts, calculated as the margin between the contract price and
spot price, are recorded on delivery and are included under power sales revenues. No valuation is made during
the intervening period.
Paid and received option premiums for future power deliveries on fixed terms are recorded in the balance sheet
according to the lower value principle. If the total value of the options in the portfolio is lower than the book
value of the option premiums, it is written down to fair value.
Trading and Origination. The company has separate portfolios for trading and origination which are managed
independently of its expected power generation. The trading portfolio consists of financial power contracts and is
used in the market with a view to exploiting short and long-term changes in market prices for electricity. The
portfolio mainly comprises products traded on the Nord Pool exchange or bilateral standard products. The
portfolio is recorded at fair value pursuant to Section 5-8 of the Norwegian Accounting Act. The origination
portfolio comprises customised bilateral power contracts that are offered to customers as required. Since there is
no market listing that can provide a satisfactory pricing of such non-standard contracts, the portfolio does not
meet the requirements of generally accepted accounting principles in Norway for recording at fair value. The
portfolio is therefore recorded in accordance with the lower value principle at the portfolio level.
Partly owned power plants. Co-owned power plants, ie those power plants in which Statkraft has an ownership
interest, regardless of whether they are operated by Statkraft Energi AS or one of the other shareholders, are
accounted for using the gross method on the basis of Statkraft Energi’s percentage shareholding. The electricity
generated by such power plants is, with the exception of concessionary power, at the direct disposal of the coowners.
Power drawn from partly owned limited companies is included in the figure for gross power sales revenues.
Statkraft’s share of other operating revenues and operating costs is included in accordance with the specific
shareholders’ agreements. The shares are recorded at cost.

Leased power plants. Power plants that are leased to third parties are recorded according to the gross method.
Gross leasing revenues are included in operating revenues, and operating costs are recorded under the relevant
cost item.
Public subsidies
Public subsidies are assessed on an individual basis and are recorded in the accounts as a correction to the item
to which the subsidy is intended to apply.
Compensation
The group pays compensation to landowners for the right to use waterfalls and land. In addition, compensation is
paid to others for damage caused to forests, land, telecommunications lines, etc. Compensation payments are
partly non-recurring and partly recurring, and take the form of cash payments or a liability to provide
compensatory power. Non-recurring compensation payments relating to new power generating facilities are
capitalised as part of the investment in the plant, while recurring payments are charged as expenses as they
accrue. The net present value of future compensation payments has been calculated and is stated in the notes to
the financial statements.
Licence fees
Licence fees are paid annually to central and local government authorities for the increase in generating capacity
that is obtained from regulating watercourses and catchment transfers. These licence fees are charged as
expenses as they accrue. The net present value of future licence fees has been calculated and is stated in the notes
to the financial statements.
Pension costs
Pension costs and pension liabilities are treated in accordance with the Norwegian Accounting Standard for
pension costs. The group’s pension schemes are defined benefit plans.
The net pension cost for the period is included under salaries and other payroll costs, and is made up of the
pension benefits accrued during the period, the interest on the estimated liability and the projected yield on
pension fund assets. The effect of plan changes is spread over the remaining average accrual period. Deviations
in estimates that exceed 10 per cent of the value of the gross pension obligations or pension fund assets
(corridor) are recognised immediately.
Net pension fund assets for overfunded schemes are recorded on the balance sheet as long-term assets and are
made up of the difference between the fair value of pension fund assets and the net present value of estimated
pension liabilities, together with the unamortised effect of plan changes and estimate deviations. Similarly, net
pension obligations for underfunded pension schemes are classified as provisions under long-term liabilities.
R&D costs
R&D costs are charged as current expenses. R&D costs are capitalised to the extent that a future financial benefit
may be identified as deriving from the development of an identifiable intangible asset.
Project development and feasibility study costs
Project development and feasibility studies are charged as costs until such time as the board of directors gives
the final go-ahead and, if relevant, an operating licence has been granted.
Maintenance costs
The cost of maintenance is charged as expenses as it accrues.
Property tax
Property tax on power plants is calculated on the basis of actual output, less deductions for the individual
facility’s actual operating costs and resource rent tax paid. With respect to property tax, the revenue side is
calculated in the same way as the resource rent tax, taking as its starting point the plant’s output hour by hour,
multiplied by the spot price for the hour in question. Actual contract prices are used with respect to deliveries of
concessionary power. The property tax base is arrived at by discounting the previous five years’ net operating
revenues for the power plant at a fixed rate of interest in perpetuity, less the net present value of the power
plant’s calculated costs for the replacement of operating assets. Property tax is charged at a rate ranging from 0.2
per cent to 0.7 per cent and is paid to the individual local authority. Property tax has been classified as an
operating cost.

Taxes
Group companies that are engaged in power generation are subject to special rules for the taxation of energy
companies. The group must therefore pay corporation tax, natural resource tax and resource rent tax.
Corporation tax is calculated in accordance with the ordinary tax rules. The tax charge in the income statement
comprises taxes payable and changes in deferred tax liabilities/assets. The taxes payable are calculated on the
basis of the year’s taxable income. Deferred tax liabilities/assets are calculated on the basis of temporary
differences between the values for accounting and taxation purposes and the effect of forwardable losses on
taxes. Deferred tax assets are only recorded on the balance sheet to the extent that it is probable that the asset
will be realised in the future. Tax related to equity transactions is recorded against equity.
Natural resource tax is a profit-independent tax that is calculated on the basis of the individual power plant’s
average output over the past seven years. The tax rate is NOK 13/MWh. Corporation tax can be offset against the
natural resource tax paid. Any natural resource tax that exceeds corporation tax can be carried forward with
interest to subsequent years, and is recorded as prepaid tax (interest-bearing receivable).
Resource rent tax is a profit-dependent tax and is calculated at a rate of 27 per cent of the net resource rent
revenue generated by each power plant. Resource rent revenue is calculated on the basis of the individual power
plant’s output hour by hour, multiplied by the spot price for the corresponding hour. With respect to deliveries of
concessionary power and power subject to contracts with a term exceeding seven years, the actual contract price
is applied. Actual operating costs, depreciation and a tax-free allowance are deducted from the calculated
revenue in order to arrive at a taxable resource rent revenue. The tax-free allowance is set each year on the basis
of the taxable value of the power plant’s operating assets, multiplied by a normative interest rate set by the
Ministry of Finance. The normative interest rate for 2005 was set at 7.4 per cent.
If a power plant’s calculated resource rent revenue is negative, the amount can be carried forward with interest
and offset against future positive resource rent revenues from the same power plant. Deferred tax assets linked to
tax loss carryforwards and deferred tax liabilities linked to other temporary changes are calculated on the basis of
power plants where it is probable that there will be positive resource rent revenues in the foreseeable future. An
estimated actual resource rent tax rate has been used, with the calculation based on all the power plants that are
likely to produce positive resource rent revenues taken together.
Classification and valuation of assets and liabilities
Assets intended for permanent ownership or long-term use are classified as fixed assets. Other assets are
classified as current assets. Receivables falling due within one year are classified as current assets. The same
criteria are applied to the classification of current and long-term liabilities.
Fixed assets are recorded at acquisition cost and are written down to fair value when the impairment in value is
not considered to be of a temporary nature. Fixed assets with a limited useful economic life are depreciated
systematically. Long-term liabilities are recorded on the balance sheet at the nominal amount, adjusted for any
unamortised premium or discount. Current assets are valued at the lower of acquisition cost or fair value. Current
liabilities are recorded on the balance sheet at the nominal amount received at the time the liability was incurred.
Intangible assets. Costs relating to intangible assets, including waterfall rights and goodwill, are recorded on the
balance sheet to the extent to which the requirements for doing so have been met. Goodwill deriving from the
acquisition of business entities is depreciated in a straight line over its expected economic life. Waterfall rights
are not depreciated, since there is no right of reversion to state ownership and the assets are deemed to have
perpetual value.
Property, plant and equipment. Investments in production facilities and other property, plant and equipment are
recorded on the balance sheet and depreciated in a straight line over the expected useful economic life of the
assets from the date on which the asset went into ordinary operation. Investments in facilities that are not
operated by Statkraft Energi AS are similarly depreciated using an average rate of depreciation. Accrued costs of
own investments in the Statkraft Group are recorded on the balance sheet as facilities under construction. Interest
on building loans in connection with major investments is calculated and capitalised.
Subsidiaries/associated companies. Subsidiaries and associated companies are valued in accordance with the
cost method. The investment is valued at the acquisition cost of the shares, unless a write-down has been
necessary. A write-down to fair value is carried out when the fall in value is due to circumstances that cannot be

supposed to be of a temporary nature, and good accounting practice would seem to require such an action. Writedowns are reversed when the basis for the write-down no longer applies.
Dividends and other such payments are taken to income in the same year that the subsidiary made the allocation.
If the dividend exceeds that portion of withheld profit after acquisition, the excess amount represents a
repayment of invested capital, and the payments are deducted from the investment’s book value.
Inventories/spare parts. Standard inventories and spare parts that have been purchased for the operation of the
power plants are classified as current assets and are valued in accordance with FIFO at the lower value principle.
Non-standard spare parts that are related to particular fixed assets or groups of fixed assets are capitalised and
depreciated over the economic life of the underlying asset.
Reservoirs. Water held in reservoirs is not recorded as an item of inventory. Information relating to reservoir
water levels is stated in the notes to the financial statements.
Receivables. Accounts receivable and other receivables are recorded at nominal value less provisions for bad
debts. Provision for bad debts is made on the basis of an individual assessment of the receivable concerned.
Short-term financial investments. Shares, bonds, certificates, etc, that have been classified as current assets are
recorded at fair value.
Prepayments received are classified as long-term liabilities. The amount prepaid is taken to income at the same
rate as the product it is intended to cover is delivered.
An annual interest cost is calculated and recorded as a financial expense.
Contingent liabilities are recorded in the income statement if it is probable that they will have to be settled. A
best estimate is used to calculate the value of the settlement sum.
Restructuring provisions. Once it has been decided to implement restructuring measures, provisions are made
with respect to expected costs associated with the realisation of the measure. The size of each provision is based
on a best estimate and is revised at the close of each period. Expenses accruing during the realisation of
restructuring measures are charged directly against the provision.
Financial Instruments
The treatment of financial instruments is dependent on the purpose of the specific agreement. When it is entered
into, each agreement is defined either as a hedging transaction or a commercial transaction.
Where an agreement is treated in the accounts as a hedging transaction, revenues and costs are accrued and
classified in the same way as the underlying position.
If cash flow hedging is undertaken, unrealised gains/losses on the hedging instrument are not capitalised.
Foreign currencies
Balance sheet items in foreign currencies are valued at the exchange rate in effect on the balance sheet day.
Translation differences are recorded as financial costs or income.
Reclassification
Individual items from previous years have been reclassified to make them comparable with this year’s accounts.
Principles for cash flow statement
The cash flow statement has been prepared using the indirect method. This implies that the statement is based on
the company’s net profit/loss for the year in order to show cash flow generated by operating activities, investing
activities and financing activities, respectively.
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