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Financial key figures

SHAtKIAft AS BI0UD e I 208 2013 L 2012 frestated) | ........... 200L 2010,
From the income statement

Gross operating revenues* **** NOK mill 52 254 49 564 37 550 22 449 29 252
Net operating revenues NOK mill 25 805 24 246 18 352 17 161 23176
EBITDA NOK mill 17 631 16 047 10 492 9795 15 955
Operating profit NOK mill 13 560 13 002 5 559 6218 12 750
Share of profit from associates NOK mill 661 1101 871 898 766
Net financial items NOK mill -6 283 -11 592 2341 -3642 917
Profit before tax NOK mill 7937 2511 8771 3 466 12 599
Net profit NOK mill 3892 208 4551 40 7451
Items exluded from underlying business* * ’
Unrealised changes in value energy contracts NOK mill 2396 3288 -1 030 -1152 62
Non-recurring items NOK mill 2053 125 -2224 -1 035 70
e
Gross operating revenues NOK mill 48 348 47 458 38910 22377 28 990
Net operating revenues NOK mill 20 602 20 545 19 207 18 187 22721
EBITDA NOK mill 12132 12 444 11 347 10 880 15 161
Operating profit NOK mill 9111 9 589 8813 8 405 12 618
Fro Hhe Balanes S 7T g
Property, plant & equipment and intangible assets NOK mill 102 638 104 779 91788 88 331 80772
Investments in associates NOK mill 19 027 16 002 15 924 15 080 17 090
Other assets NOK mill 46 152 32906 38 195 41514 58 105
Total assets NOK mill 167 817 153 687 145 907 144 925 155 967
Total equity NOK mill 88 059 71 107 62 350 65 655 75 302
Interest-bearing debt NOK mill 36 744 40 377 40 625 37 287 40 486
Capital employed, basic ¥ NOK mill 82244 82 985 71282 62 546 66 722
G o T B R R g
Net change in cash flow from operating activities NOK mill 6 898 8 106 10 290 9521 13 577
Dividend for the year to owner (incl. non-controlling interests) NOK mill 74 3094 4293 9400 7 964
Depreciation NOK mill 4071 3045 4933 3564 3 205
Maintenance investments 2 NOK mill 2368 1980 1811 1129 1 000
Investments in increased capacity, fixed assets 2 NOK mill 7 525 11 303 7 327 5217 1852
Investments in shareholdings * NOK mill 1287 62 2583 1923 888
Cash and cash equivalents NOK mill 12 663 7 685 5 440 8 605 20 052
Unused drawing rights NOK mill 14 200 14 200 14 205 14 200 9074
B R SR T .
Interest-bearing debt ratio ® % 29.4 36.2 39.5 36.2 35.0
Equity ratio © % 52.5 46.3 42.7 45.3 48.3
Long-term rating - Standard &Poor’s A- A- A- A- A-
Long-term rating - Moody's Baal Baal Baal Baal Baal
K ires, Somonate, - T e e .
EBITDA-margin, accounts 7 % 33.7 32.4 27.9 43.6 55
EBITDA-margin, underlying ” % 25.1 26.2 29.2 48.6 52
ROACE before tax ® % 11.0 12.5 13.0 13.9 19.7
Net return on investments in associated companies ¢ % 35 6.9 5.5 5.6 4.5
Tax rate 1% % 51.0 91.7 48.1 98.8 40.9
Koy fidires, Unstrenm buiness T 17 T B T S T
Production cost hydropower* % dre/kWh 7.8 7.5 7.8 7.3 71
Production capacity* ** TWh 53.7 51.2 50.4 50.1 49.8
Production, actual TWh 56.0 55.9 60.0 51.5 57.4
Installed capacity** * *** MW 17 161 16 630 16 055 15 800 15 510
Koy Fiiires, doiroamy Biisiasgeé 1+ 7T 1Tt R s R R e R e g
Energy supplied, net TWh 5.7 6.0 7.1 7.1 7.8
Distribution grid capital (NVE capital) NOK mill 2858 2743 2685 2 690 2782
Total volume supplied, electricity customers TWh 12.6 13.0 13.2 11.9 13.0
Distric heating supplied TWh 0.8 1.0 1.0 0.8 1.0
AR v T T S ST
System price, Nord Pool EUR/MWh 29.6 38.1 31.3 47.2 53.1
Spotprice, European Energy Exchange EUR/MWh 32.8 37.8 42.6 51.1 44.6
Electricity consumption in the Nordic market TWh 375 382 385 376 393
Electricity generated in the Nordic market, actual TWh 385 380 399 371 374
Statkraft’s share of Nordic electricity production % 13.5 13.3 15.0 13.9 15.3

The 2012 financial statements are restated due to change in accounting principles. For 2011, only the balance sheet is restated.

* Key figures include consolidated companies (not associates) in the Nordics

** Ajusted for unrealised changes in values of energy contracts and material non-recurring items

*#** Exclusive trading and origination

**4x Exclusive of gas power and district heating

**4%% Gross revenues is from 2011 and onwards restated so that realised and unrealised changes in value of energy contracts appear on the same line item
**4%% % Includes the share of consolidated companies and the associated gas power companies Herdecke and Naturkraft

1) Property, plant & equipment 4) Purchase of shares as well as equity increase in other companies 9) Share of profit from associates * 100
: Lr;tcaer;\%:ijlleesssets 5) Interest-bearing debt * 100 Investments in associates
. N Interest-bearing debt + equity 10) Taxes expense * 100
+inventories Profit before tax
- provisions for liabilities 6) Total equity * 100
- taxes payable Total assets 11) Production cost, incl.property tax and depreciation,
e e e e o ") Gt ot el it - 100 Sl s, st o e
+ provisions for dividend payable ( ) Gross operating revenues P power pl 3
2) Book V?Iue of ma.\tntenance investments to sustain current 8) Operating profit * 100 12) I};{s{)lflsg:er'zsaij;e;v:%vc::zglate the revenue ceiling.
generating capasity Average capital employed, basic T
3) Book value of investments to expand generating capacity
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Non-financial key figures

The following tables present Statkraft's most significant results within the areas environmental impact, health and safety, society and employees for the
period 2010-2014. More detailed results can be found in the corporate responsibility statement.

Power generation and district heating prouduotion
nit

............................................................................................................................................................................ 2011 ... 2000
pacity power El MW 15764 15 466

Of which hydropower Mw 13 249 12 969
Of which wind power 2 MW 321 304
Of which gas power 2 Mw 2178 2178
Of which biofuel Mw 16 16
Installed capacity, district heating | ...............ooiiii i MW e 780l ETA B0 866 i 544
Capacity under development, power generation *»* Mw 1811 -
Of which hydropower Mw 1037 -
Of which wind power 2 MW 344 -
Of which gas power 2 MwW 430 -
Capacity under development, district heating MW 112 -
Power generation, actual ¥ TWh 51.5 57.4
Of which hydropower TWh 46.0 50.1
Of which wind power 2 TWh 0.8 0.6
Of which gas power 2 TWh 4.6 6.6
Of which biofuel TWh 0.1 0.1
District heating TWh 0.9 1.1

Y Includes Statkraft's shareholdings in subsidiaries where Statkraft has a majority interest.

2 Includes the jointly controlled Herdecke (Germany), Karstg (Norway) and Scira (United Kingdom) power plants.
¥ Includes projects where an investment decision has been made.
4 Non-renewable power generation includes gas power.

2013 2012

Emissions and environmental incidents

Environmental incidents
Serious environmental incidents Number 0 0 0 0 0

...Less serious environmental incidents Number s 199 il 127 el 128 il 185 e 92

1 Statkraft's ownership is >50%.

2 COemissions in 2014 will be reported in the Corporate Responsibility Statement for 2015.

Health and safety

Unit 2014 2013 2012 2011 2010

Fataiition, consoiitated operatiang T T SR B B B SRR
Employees Number 0 (0] 0 [0] 0
Contractors Number 3 1 2 1 0
Third parties Number 0 1 2 0 0
Fatal sosidonts. assosiaton activitigg s R R S S
Employees Number 0 (0] 0 1 0
Contractors Number 1 0 0 3 1
Third parties Number 0 0] 0 [0] 4
Lobtima Injury vae 77T T R
Employees Frequency 3.0 2.4 3.7 4559 3.4
Contractors Frequency ¥ 3.7 4.2 3.8 3.49 13.6
T T R R R
Employees Frequency ¢ X X 6.6 10.0 9 6.8
Contractors Frequency ¢ . .8 . 6.4 6.2 ......1ls4a

B .Activities \.f\;r;e.re Statkraft has > 50% ownership.

2 Activities where Statkraft has 20 - 50% ownership.

3 Lost-time injuries per million hours worked.

4 Injuries per million hours worked.

S From 2011, all businesses with a shareholding >20% are included in the results. Earlier, only businesses with a shareholding >50% were included.

Ethics
. Unit 2014 2013 2012 2011 2010

Number 5 2 0 0 2

Contributions to

Di of v
Owner 2) NOK mill. 6 007 0] 4 000 4 288 7 985
The Norwegian state and municipalities ¥ NOK mill. 6 059 4291 5891 4987 6679
Lenders NOK mill. 7143 11 830 3123 1630 1607
Employees NOK mill. 2667 2788 2720 2453 2092
The company NOK mill. -2 799 274 321 -4 517 -891

¥ As from 1 January 2013 Statiaft has implemented IFRS 11 Joint Arrangements. The effect of this is that some companies that prior were using the equity method now are using proportionate consolidation.
Figures for 2012 have been restated to reflect Statkraft’s financial position and results based on IFRS 11.

2 Includes dividend and Group contribution from Statkraft AS to Statkraft SF, and minority interests.

 Includes taxes, property tax, licence fees and employer’s contribution.

Employees and recruitment

..................................................................................... UNit 20 B0IB 2012 R0 20100
Employees 31 Dec. Number 3731 3734 3615 3414 3344
Poreomtads of wamen 1T R R S R B B B
Total % 23 24
In management positions % 22 21

Preferred emplo)

Economics students Ranking 48 43 33 30 17
.. Engineering students Ranking .o e T el T e KA SRUUTOPRUIUURY. 5

1 Ranking among final-year students and professionals, as defined and measured in the annual Universum Graduate Survey for Norway and the Universum Professional Survey for Norway respectively.
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proﬁde pure energy

In a world wi conS|d€rab allenge related to climate change,
Statkrafts core product is;more sought after than ever.
eed for clean energy has created &gmﬂcant‘iortunities 1{o]§
vth. Statkraft is in unique position to ta_ke"part In this growth,
.i_’__, vill@@levelop renewable enéergy ima profitable way
' DPC itive sogietaligvelopment.”
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Statkraft is a leading company within
international hydropower and Europe’s
largest supplier of renewable energy

In 2014, Statkraft has maintained high basic earnings in a
demanding European energy market. This was a major achieve-
ment brought about by good operations and energy optimisation,
strong contributions from market operations and new power plants.

2014 was characterised by a high level of activity. Statkraft inte-
grated SN Power’s activities in South America and South-Asia,
and sold power plants in Finland and wind power shareholdings
in the UK. A hydropower plant exchange took place in Norway, as
well as completion of new hydropower plants and district heating
plants. New wind farms started operations in Sweden and the
UK. Activity is high within rehabilitation and upgrades of ageing
hydropower plants in Norway and Sweden, and Statkraft has
several global hydropower projects under construction.

Statkraft has consistently demonstrated high value creation and
industrial efficacy over many years. In Prop. 40 S (2014-2015),
the Ministry of Trade, Industry and Fisheries wrote that Statkraft
had "grown into a Norwegian renewables company on the inter-
national scale” and that Statkraft, in the opinion of the Ministry,
has "considerable commercial potential”. Following a proposal
from the Norwegian Government, a unanimous Storting appro-
ved an equity injection for Statkraft totalling NOK 5 billion and
future dividends will be reduced by an additional NOK 5 billion.
This enables Statkraft to realise a profitable and climate-friendly
strategy.

STATKRAFT ANNUAL REPORT 2014

Climate change is the great challenge of our time

Vast amounts of renewable energy will be needed to reach the
goal of limiting the global temperature increase to 2°C. It requi-
res international agreements, predictable framework conditions,
technological development, industrial expertise and capital. For
a company like Statkraft, this will yield significant opportunities
for profitable growth both in Norway and internationally.

Statkraft is well-positioned to contribute in the international com-
mitment to limit global warming. We have a strong portfolio of
hydropower, wind and district heating projects. Statkraft is also
working actively on research and innovation that will contribute
toward strengthening the Group’s competitiveness and promote
new business development within clean energy.

Statkraft provides pure energy — now more important than ever.

T

Chnshan [ ‘M?’%“‘“W%

Christian Rynning-Tgnnesen
President and CEO



Statkraft in facts and figures

Statkraft in facts and figures shows that the group continues to deliver according

to strategy. Good results from market activities more than outweigh low Nordic
electricity prices and increased operating costs, leading to improved financial results
compared to 2013. Investment activities have also increased according to strategy,
and there is a large project activity, especially within hydro power and wind power.
Statkraft invested in excess of NOK 11 billion in 2014, more than two thirds of

this was invested in new generating capacity. With a total production of 56.0 TWh,
Statkraft is the second largest supplier of electric power in the Nordics and Europe’s

largest supplier of renewable energy.

Power generation

756.0..

Statkrafts production is determined by production capacity,
demand, access to resources (hydrological balance and wind),
spark spread (margin between power and gas price) and power
optimisation. In 2014, the Group’s power production totalled
56.0 TWh and 1.0 TWh of district heating.

Serious environmental incidents

00

There were no serious environmental incidents in 2014. 159
minor incidents were registered, of these one was considered
to be a high risk incident. Most of the registered incidents were
in connection with short term breaches of the river manage-

ment regulations and minor oil spills. These incidents had little
or no impact on the environment.

Injuries

per million
[ | hours worked

Two fatal, work related, accidents were recorded in 2014 resulting
in a total of four fatalities. Several of the injury and absence
indicators have improved in recent years. The indicator for total
recordable injuries (TRI) per million hours worked, was 5.5 in
2014. In total 170 injuries were regjstered.
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Net operating revenues

©25.8:

Statkraft’s revenues are generated by spot sales, contractual
sales to the industry, financial trading, grid activities, district
heating and power sales to end-users. In addition the group
sells a share of its production as concessionary power to
Norwegian municipalities. Net operating income in 2014
was NOK 25.8 billion, 1.6 billion up from 2013.

EBITDA

®1/0:

EBITDA (operating profit before depreciation and amortisation)
was NOK 17.6 billion in 2014. The group’s EBTIDA stems mainly
from Nordic hydropower operations.

Profit before tax

; 9 NOK
[ | billion

Good results from market activities more than outweighed lower

Nordic electricity prices and somewhat higher operating costs in
2014, leading to an improved financial result compared to 2013.
Profit before tax was NOK 7.9 billion in 2014, an increase of

5.4 billion compared to 2013.

ROACE
The group had a return on average capital employed (ROACE) of
11% in 2014, this was 1.5% points lower than in 2013. The fall is
/ mainly due to higher average capital employed which is a result
I I of planned increase in investments.
[] %
Investments Cash flow from operations

‘ 11 . 2 pillon

In accordance with strategy, project activity is high, especially
within hydropower and wind power. In total the group invested
NOK 11.2 billion in 2014, two thirds of this was invested in new
generating capacity. The largest investments in new capacity are
in connection with wind power in Sweden and the UK, as well as
international hydropower.

©®6.9:

Group operations generated a cash flow of NOK 6.9 billion in
2014. Statkraft measures its ability meet future obligations
through the target figure "Short-term liquidity”, by the end of
2014 this indicator was between the goal values 1.5 and 4.0.
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Power plants and district heating plants in the Group as of 31.12.2014

Pro-rata* Consolidated power plants

No. of plants Capacity (MW) No. of plants Capacity (MW)

POWER GENERATION

{,% Hydropower 335 14 686 230 13 127
B nNoway 230 12 427 147 11222
p Sweden 60 1268 60 1268
® cermany 10 262 10 262
A 3 49 3 49
@ Turkey 1 20 1 20
() Peru 8 182 8 271

Nepal 1 23 1 34

B
D rhilippines 3 146
&

Chile 2 105
< India 2 91
® sz 10 56
O ‘Leos 2 50
O Zambia 2 6
(@ Sri Lanka 1 1
?ﬁf Small scale hydropower 43 106 43 147
4 Norway smakratt AS) 43 106 43 147
Y Wind power 17 717 9 488
4 Norway 3 245 3 245
&p Sveden 6 243 6 243
£ w 4 194
® b 4 35
Gas power 5 2600 5 2 600
:: Norway 1 210 1 210
. Germany 4 2390 4 2390
% Bio power 3 50 2 40
® cermany 2 40 2 40
® s 1 10
Total power generation 403 18 159 289 16 401

(5] DISTRICT HEATING

5'5 Norway 25 551 25 596
&p Sveden 4 164 4 164
Total district heating 29 714 29 760

1) Stakraft equity share
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TOTAL NUMBER OF POWER PLANTS/

FACILITIES

Power 4 O 3 Power
generation generation
District 2 9 District
heating heating

STATKRAFT’S CAPACITY

18 159w
(14w

Symbols:

?f? = Hydropower
Y = Wind power

= Gas power

% = Bio power

(8] = District heating
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Statkraft around the world
Since the founding of the company in 1895 Statkraft has
developed from a national company focused on developing
Norwegian hydro power resources, into a multinational
company diversifying also into other sources of renewable
energy. When the company was established as a state owned
enterprise in 1992 the company had a annual production
of 32 TWh in Norway. 23 years later Statkraft is the second
largest supplier of electric power in the Nordics, Europe’s
largest supplier of renewable energy and had a total pro-
duction of 56 TWh from 403 power plants in 14 countries.
The Group’s 403 power plants have a total installed capa-
city of 18 159 MW (Statkraft’s share). Hydropower is still
the dominant technology with 81.5% of installed capacity,

STATKRAFT ANNUAL REPORT 2014 11

followed by gas power with 14.3%, wind power with 3.9%
and bio power with 0.3%. Most of the installed capacity is
in Norway with 71.5%, then Europe outsidew the Nordics
with 16.3%, the Nordics excluding Norway with 8.3% and the
rest of the world with 3.9%. Statkraft also owns shares in
29 district heating facilities in Norway and Sweden with a
total installed capacity of 714 MW.

The overview of consolidated plants shows the capacity
of the plants that Statkraft fully consolidates in its financial
reporting according to IFRS. The difference between consoli-
dated capacity and direct ownership is mainly due to the
Statkraft’s investments in the companies BKK and Agder
Energi whom are classified as associates according to IFRS.



The Board of Directors Statkraft

Halvor Stenstadvold
Chair of Statkraft’s Audit Committee,
Board member since 2003

Asbjgrn Sevlejordet
Employee-elected Board member,
member of Statkraft's Compensation
Committee, Board member since 2014

Elisabeth Morthen
Board member since 2014

Hilde Drgnen
Member of Statkraft’s Audit Committee,
Board member since 2014

Thorbjgrn Holgs

Employee-elected Board member,
member of Statkraft’s Audit Committee,
Board member since 2002

Vilde Eriksen Bjerknes
Employee-elected Board member,
Board member since 2014

Harald von Heyden
Member of Statkraft's Compensation
Committee, Board member since 2014

Berit Rgdseth

Deputy Chair, Member of Statkraft's
Audit Committee, Board member
since 2007

Olav Fjell

Chair of the Board, Chair of
Statkraft’'s Compensation Committee,
Board member since 2012
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Report from the Board of Directors

Statkraft achieved a good operating result in spite of substantially lower Nordic power prices
than in 2013. Sound operations and increased contributions from market activities largely offset
lower power prices, and all segments contributed positively to the Group’s underlying EBITDA

of NOK 12.1 billion. Substantial as well as negative currency effects under the financial

items impacted the Group’s net profit, which amounted to NOK 3.9 billion.

Several major hydropower projects are ongoing in Norway, A unanimous Storting approved an equity injection and reduction
Southeast Europe and South America. Statkraft is also in future dividends. Good results from operations and the new
continuing its focus on wind power, and several wind farms capital received from the owner, contributed to a strengthening
were completed in 2014. Statkraft implemented a selldown in Statkraft’s equity of NOK 17 billion in 2014. Strengthened

in the UK wind farms in order to contribute toward financing financing helps facilitate the realisation of Statkraft’s strategy
new projects. for continued growth within renewable energy in Norway and

internationally.
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Key points

Strengthened international position through restructuring of international hydropower

activities and operational integration of the enterprises in South America and South Asia,

agreement for increased ownership in Desenvix in Brazil and the acquisition of controlling

interest in the Chilean hydropower company Empresa Eléctrica Pilmaiquén

Freed up capital for investments within renewable energy through sale of Finnish power

production and reduced shares in wind farms in the UK

Completed wind power development projects in Sweden and the UK, as well as hydropower

and district heating projects in Norway

Strengthened equity through capital inflow and reduced future dividends

Health, safety and the environment

In April of 2014, three contractor employees lost their lives in a
rockslide in connection with setting up rockfall protection along
a road at the Devoll project in Albania.

A fatality occurred in November at Statkraft’s associated
company Agua Imara’s hydropower project in Panama. The acci-
dent occurred in connection with a crane lift. One subcontractor
employee died and another was seriously injured.

The Group works systematically to avoid injuries and damage
in all activities. All serious incidents are subject to investigation
and results from these investigations are used to facilitate and
transfer learning and experience across the organisation.

Absence due to iliness was 2.8% in 2014, and this is
considered satisfactory.

The Group experienced no serious environmental incidents
in 2014.

Values

The Group’s core values govern the activities and the employees’

behaviour:

e Competent. Use knowledge and experience to reach ambitious
goals and gain recognition as a leading player.

e Responsible. Create value while showing respect for employ-
ees, customers, the environment and society in general.

¢ |Innovative. A new mindset, seek opportunities and develop
good solutions.

The core values apply to all employees and anyone else who

represents Statkraft.

Strategy

Statkraft has developed and managed Norwegian hydropower
since the business was established in 1895. When the company
was established as a state-owned enterprise in 1992, its power
production in Norway was 32 TWh. More than 20 years later, the
Group is Europe’s largest renewable energy producer, with an
annual production of 56 TWh in 2014. The Group has more than
3300 employees in 19 countries. Statkraft’s position is a result
of growth based on Norwegian and international resources and
expertise over many years. Statkraft’s ambition is to strengthen
its position as a leading international supplier of pure energy.
Statkraft's number-one priority is sound management of

hydropower resources. Norwegian and other Nordic hydropower
represent the majority of Statkraft’s revenues and assets.
Statkraft's most important competitive advantage is in con-
nection with the business model for Nordic hydropower where
comprehensive market analyses form the basis for maintenance
planning, power optimisation and market behaviour, both in the
short and long term.

Statkraft’s competitive advantage

Over several years, Statkraft has emphasised developing the
Group’s strategic resources. These are resources which can
give Statkraft a competitive advantage and therefore a basis
for additional return in relation to other companies. Statkraft’s
competitive advantage is primarily in related to:

e Unique assets and hydropower expertise
¢ Integrated business model and market expertise
e Market-oriented and adaptable organisation

Furthermore, Statkraft has established attractive market
positions in emerging markets and wind power, areas which
will play key roles in future value creation.

Unique assets and hydropower expertise

Statkraft has production plants with low variable costs, long
lifespans and low carbon emissions. The hydropower plants are
highly flexible and have a total reservoir capacity of about 40 TWh
in the Nordic region, which represents a substantial share of the
total European reservoir capacity. Sound operations, maintenance
and market knowledge, as well as integrated business processes
make it possible to optimise power production in relation to short
and long-term price fluctuations in the power market.

Statkraft is a major hydropower player and has sound
technical expertise within operation and maintenance. Statkraft
is one of the largest buyers of electro-mechanical hydropower
equipment in the world, giving potential economies of scale.
Statkraft’s high level of activity, extensive experience and exper-
tise within upgrades of hydropower plants affords the Group
a position where it can cooperate with suppliers to optimise
production plants.

Integrated business model and market expertise

Statkraft has extensive experience from a deregulated European
power market and has acquired cutting-edge expertise within
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market analysis, production optimising of flexible power plants
and energy trading. Statkraft has a comprehensive system

for collection and processing of hydrological and other market
data in the European power market. Efficient data collection,
models, systems and processes to prepare forecasts and
exploit market variations are important competitive advantages.
Statkraft makes the most of its expertise and assets through an
integrated business model where the market analyses form the
basis for maintenance planning, power optimisation and market
behaviour, both in the short and the long term. The purpose of
the business model is to exploit Statkraft’s market expertise in
combination with the flexibility of the power plants to produce
when power prices are high. Statkraft’s market presence outside
of the Nordic countries provides valuable market information.
This is important to manage the value of the Norwegian hydro-
power plants in the best possible manner.

Market-oriented and adaptable organisation

The Group has developed a market-oriented organisation with
extensive experience from deregulated markets. Within energy
trading and services, Statkraft has shown that the company is
able to adapt to changes in market conditions. The combination
of an adaptable and business-oriented organisation, extensive
knowledge about the power market, as well as utilisation of
interactions across the Group, allows Statkraft to develop new
business opportunities. Examples of this include the activities
within energy trading and services, which have developed in
scope, products and geography.

Attractive positions have been established in emerging
markets

Statkraft has succeeded in establishing positions in several
emerging markets with high growth in power consumption and
good opportunities for hydropower development. Statkraft was
an early investor in hydropower in emerging markets. More than
20 years have passed since Statkraft started planning hydro-
power investments abroad. The goal was to apply Norwegian
hydropower expertise internationally for profitable business
development. Hydropower development has a long-term per-
spective and Statkraft's involvement is still in an early phase.
Statkraft believes that the Group can strengthen its competitive
position in emerging markets by using the competitive advan-
tages it has amassed in Europe to an even greater extent.

Over time, Statkraft has developed a strong position in
onshore wind power. In 2003, the Group opened Norway’s first
wind farm on Smgla, and has since developed solid expertise in
all phases from project development to operations and main-
tenance. Statkraft has particularly developed expertise asso-
ciated with project execution and cost effective operations and
maintenance. A large project portfolio has also been established
in Norway, Sweden and the UK. Statkraft has also established a
position within offshore wind power in the UK, where the objective
is to develop into assuming operatorship for all project phases.

Increased competitiveness
Statkraft will strengthen and utilise the Group’s core expertise,
utilise synergies across areas and develop a more international
Group which adapts to local conditions and cultures. This will
strengthen competitiveness in emerging markets through trans-
fer of expertise and simultaneously strengthen the Norwegian
business through increased internationalisation.

Good project execution is a precondition for sustainable
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growth in emerging markets. A dedicated unit for projects and
development has been established within hydropower in emer-
ging markets. The unit will be a preferred supplier of project and
development services to all international hydropower projects in
Statkraft and in the reorganised SN Power. This will facilitate more
efficient use of expertise across a common project portfolio.

Strategic focus areas

The Group is well-positioned to participate in Europe’s conver-
sion to cleaner power production and to contribute renewable
energy in emerging markets. The following five strategic areas
will be prioritised:

¢ European flexible power production

e Energy trading and services

e Hydropower in emerging markets

e Wind power in Norway, Sweden and the UK
¢ District heating in Norway and Sweden

European flexible power production consists of hydropower in
the Nordic region, in Continental Europe and the UK, as well as
gas power plants. Statkraft will maximise the long-term value of
the plants through sound operation, upgrades and investments
in new capacity within hydropower.

The European power market is undergoing major changes.
New players in the power market and more decentralised power
production increase the need for expertise-based services as a
link between power production and markets. Statkraft will gradu-
ally increase the company’s activities within energy trading and
services to create new business opportunities in a changing
market. In addition, Statkraft aims to develop market operations
in selected international markets, such as Brazil and India,
where Statkraft owns shares in power production assets.

Over the last few years, Statkraft, SN Power and Agua Imara
have established activities within hydropower in emerging
markets in selected countries with substantial hydropower
potential, and the goal is to strengthen the position in these
markets. The Group has ongoing hydropower development
projects in Turkey, Albania and Peru.

Statkraft has an extensive portfolio of onshore wind power
projects. Statkraft will prioritise completing the projects under
construction in Sweden, as well as developing projects at Fosen
and in the Snillfjord area in Norway. The development of onshore
wind power will continue in the UK. Statkraft is participating in
the development of the Dudgeon offshore wind farm along with
Statoil and will continue to further develop expertise to assume
operator responsibility in the development phase as well.

Within district heating, Statkraft will continue to develop
the profitability of the existing portfolio and generate organic
growth in connection with existing plants in Norway and Sweden

In addition to the five focus areas, Statkraft will continue to
support sound development in the partly owned regional com-
panies in Norway within environment-friendly energy. Statkraft
will continue its focus on innovation.

Market and production

Most of Statkraft’s production is in the Nordic region, and 93%
of the production took place in this market in 2014. The Group
also has consolidated production (the production of investments
which Statkraft fully consolidates in its accounts) in Germany,
the UK, Turkey, Peru and Nepal. In other countries, the Group
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is involved through associated companies and joint ventures.
These power markets reflect the global economic trend towards
a mature European market with low growth, and emerging
markets with high growth. In spite of differences in the markets,
all are influenced by global trends such as the prices of oil, gas
and coal, climate change and associated policies, as well as
production costs.

The European power market

Power markets in Europe are influenced by stagnating demand

and the fact that the growth in renewable production capacity

has resulted in less need for other power production. As a result

of these two factors, power prices in Continental Europe are mode-

rate and the price for carbon emissions has fallen to a low level.
Power prices in the Nordic region in 2014 were affected

by higherthan-normal temperatures. The water level hovered

around the normal level throughout most of the year, and at

the end of 2014 it was at 96% of the normal level. The average

system price on Nord Pool was 29.6 EUR/MWHh, 22% lower than

in 2013 and 28% below the average for the 2009-2013 period.
Power prices in Germany were characterised by good access

to non-flexible power production (solar and wind power) as well
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as relatively low coal prices. The average spot price (base)
was 32.8 EUR/MWh, 13% lower than in 2013 and 24% below
the average for the 2009-2013 period.

Power prices in the UK are considerably influenced by gas
prices, and the drop in gas prices resulted in somewhat lower
power prices in 2014. The average spot price (base) was
52.2 EUR/MWh, 12% lower than in 2013 and 1% above the
average for the 2009-2013 period.

Power consumption in the Nordic region is relatively high per
capita compared with other European countries, as a result of the
combination of cold winters, high percentage of electrical heating
and a relatively large percentage of power intensive industry. The
demand for power in 2014 was about 2% lower than in 2013,
both in Norway and the Nordic region. Total production was 141.5
TWh in Norway and 385.1 TWh in the Nordic region, an increase
of 6% and 1%, respectively, compared with 2013. Norway had a
net export of power corresponding to about 11% of production,
while the Nordic region overall had a net export of about 3%.

Other power markets

Power prices in Turkey are mainly determined by the gas price as
gas contributes almost half the country’s power production. The
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average spot price (base) was about 56 EUR/MWh, a decline of
about 5% from the preceding year. In local currency, however,
the average price rose by 9%.

Power prices in India are still relatively low, about 45 EUR/
MWh, mainly due to substantial growth in new thermal capacity
and generally lower consumption growth in recent years. In Peru,
prices are low in the spot market, but Statkraft has entered
into several contracts with different maturities at prices above
the spot prices. Power prices in Chile are still at a high level,
as a result of dry years and low production from the country’s
hydropower plants. Normalisation of hydrology and investments
in solar power have led to lower prices in the last 6 months of
2014 (about 100 USD/MWh). In Brazil, extremely low inflow
over the last 18 months has resulted in very high market prices,
around 150-200 USD/MWh. In Nepal, power is sold through a
power sales agreement with a fixed CPl-regulated price.

Statkraft’s production

The Group is the largest power producer in Norway, and contribu-
ted approximately one-third of the country’s power production in
2014. The Group is the Nordic region’s second largest supplier
of electric power, Europe’s largest supplier of renewable energy
and one of the ten largest global producers of hydropower.

Statkraft’'s consolidated production capacity consists of 77%
hydropower, 15% gas power, 5% district heating/bio power and
3% wind power. 72% of the capacity is in Norway, 10% in the
Nordic region excluding Norway, 16% in Europe excluding the
Nordic region and 2% outside Europe.

Statkraft’s production is determined by production capacity,
demand, access to resources (hydrological balance and wind),
spark spread (margin between power and gas price) and power
optimisation. At the end of 2014, the consolidated installed
capacity (the capacity that Statkraft fully consolidates in the
accounts) was 16 401 MW, with hydropower contributing 13 273
MW, gas power 2600 MW, wind power 488 MW and bio power
40 MW. Consolidated installed capacity for district heating was
760 MW. Statkraft also has ownership interests in associated
companies and joint operations with production capacity, and,
overall, the Group has ownership interests in power plants with
a total installed capacity of 18 159 MW power production and
714 MW district heating (Statkraft’'s share of direct and indirect
ownership).

The demand for power varies throughout the day and year,
and the power markets are dependent on capacity that can be
adjusted according to demand. Statkraft has a large percentage
of flexible production capacity, and combined with extensive ana-
lysis and production expertise, this contributes to consistent,
sound management of the Group’s water resources. The Group
has an advanced power optimisation process and plans to have
available power plants in periods with high demand. Statkraft's
large reservoir capacity with a combination of seasonal and
multiple-year reservoirs enables the Group to manage the water
resources in a perspective spanning more than one year. Accor-
dingly, production can be kept high in peak price periods, but can
be kept lower in low-price periods.

There was less fluctuation in reservoir water levels throughout
the year than in 2013, and at year-end the overall reservoir water
levels in the Nordic region were 96% of the normal level. This
corresponds to 80 TWh, which is 66% of the maximum reservoir
capacity of 121 TWh.

In 2014, the Group’s power production totalled 56.0 TWh
(55.9 TWh), plus 1.0 TWh of district heating (1.1 TWh). Hydropower
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production totalled 53.4 TWh, which was on a par with both 2013
and the Group’s normal production. Wind power production
increased by 22% from the preceding year as a result of new
production capacity. The market situation in Europe resulted in
only marginal power production at Statkraft’s gas power plants.
Spot sales are trading of electric energy with production and

physical delivery taking place simultaneously at market price.
The price is typically stipulated for a short time interval, for

Statkraft-owned production capacity
- direct and indirect ownership shares

Technology 2014
(18 159 MW)

14 792 MW: 82%
Hydropower

717 MW: 4%
Wind power

2 600 MW: 14%
Gas power

50 MW: 0%
Biopower

Geography 2014
(18 159 MW)

12 987 MW: 72%
Norway

Nordic region
excl. Norway

I 2 955 MW: 16%

I 1512 MW: 8%

Europe
excl. Nordic region

705 MW: 4%
The rest of the world




Nordic hydropower segment 2014
(43,3 TWh annual mean production)

23.3 TWh: 54%
Spot sales

Long term

I 17.4 TWh: 40%
industrial contracts

2.7 TWh: 6%
Concessionary power

\

example for every hour of the day in the Nordic region. In 2014,
the Group sold 33.3 TWh (32.5 TWh) in the spot market, which
corresponds to 60% (58%) of the total production.

Statkraft is a major supplier to the power-intensive industry. In
2014, the volume delivered under long-term contracts amounted

Key figures - consolidated operations

Statkraft Nordic  Continental
Group hydropower  energy and
trading
Power production
Installed capacity (MW)® 16 401 11 159 2951
1),2),3) 2) 1),2),3)
Production (TWh)® 56.0 44.9 1.1
District heating
Installed capacity (MW) 760 -
Production (GWh) 997 -
End-user sales
Energy delivered, grid (TWh) 5.7 -
Volume delivered, electricity 12.6 -
customers (TWh)
Income statement
(NOK mill.)
Net operating revenues,
underlying 20 602 12 347 2973
EBITDA, underlying 12 132 8 802 1554
Operating profit/loss, underlying 9111 7478 1234
Operating profit/loss 13 560 10 500 2174
Share of profit from associated
companies and joint ventures 661 -
Balance sheet (NOK mill.)
Total assets 167 817 55054 5560
Investments 11 180 2112 103

1) Excluding Baltic Cable (600 MW).

2) Excluding pumped-storage hydropower.

3) Including Emden 4, Robert Frank and Karsta which are in cold reserve.
4) Skagerak Energi’s share.

5) Includes the share of consolidated companies

18

to 19.5 TWh, of which 17.4 TWh went to the industry in the
Nordic region. The high contract coverage has a stabilising effect
on Statkraft’s revenues. Most of the contract volume for Nordic
industry runs until 2020.

In Norway, Statkraft is required to cede a share of the power
production to counties and municipalities where the power is
produced, so-called concessionary power. Explained briefly, the
price for this power corresponds to the average production cost,
and is thus significantly lower than the market price for power.
The concessionary power volume amounted slightly less than
6% of the Group’s Nordic hydropower production in 2014.

Statkraft’s activities

Statkraft’s segment structure is presented according to the
same structure for the internal governance information that the
corporate management systematically reviews and uses to allo-
cate resources and measure goal attainment. The segments are
Nordic hydropower, Continental energy and trading, International
hydropower, Wind power, District heating and Industrial ownership.
Areas not shown as separate segments are presented under the
heading Other activities.

International ~ Wind power District Industrial Other  Group items
hydropower heating ownership activities

326 488 1331 147 -

2),4)

2.2 1.7 5.7 0.3 -

- - 624 1369 - -

- - 919 78 - -

- - 5.7 - -

- - 12.6 - -

888 1 064 398 3 007 651 -727

290 476 151 1418 -557 -2

148 -14 9 920 -663 -2

-789 1344 22 948 -644 4

-240 363 3 535 - -

22599 10533 3380 23838 25183 21670

4 264 3 356 316 825 204 -
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Nordic hydropower

Nordic hydropower is by far the largest segment measured by
installed capacity and assets, as well as net operating reve-
nues and results. The segment includes hydropower plants in
Norway and Sweden. The production assets are largely flexible.
The segment’s revenues are mainly generated by selling power
in the spot market and under long-term contracts, the latter
mainly to power-intensive industry in Norway. In Norway, Statkraft
also delivers concessionary power. Multiple-year reservoirs and
the flexibility of the power plants enable optimisation of power
production in relation to the hydrological situation and price
situation. Nordic hydropower is therefore optimised over longer
time periods than one year.

The volume traded in the spot market can vary significantly
between years, based on access to resources and production
optimisation. The management of Statkraft's multiple-year
reservoirs in Norway enables the Group to normally achieve a
higher average price than other power companies in Norway. The
optimisation ability is assessed through the target figure "Reali-
sed price margin”, which measures the average price achieved
by Statkraft compared to the rest of Norway. Statkraft has a
long-term target, and a short-term target. In 2014, the realised
price margin was higher than the targets, both in the short and
long term.

Production costs in connection with hydropower are relatively
low and are followed up through target figure "Cost per kWh"*,
The low production costs are partly offset by higher tax rates for
Norwegian hydropower production through resource rent taxation.

Availability is an important factor as regards optimising
hydropower revenues, and Statkraft uses the target figure
"Market-adjusted availability”? to monitor to what extent the
installed capacity is available when it is most profitable to
produce and thereby how well maintenance is planned.

Important events in 2014 Many of Statkraft’s hydropower
plants in Norway and Sweden are 50-60 years old. Statkraft
is therefore entering a period with many major rehabilitation
projects, and is planning to invest about NOK 2 billion annually
to upgrade Norwegian and Swedish hydropower plants.
Hydropower plants Kjensvatn (12 MW) in Nordland County and
Eiriksdal (80 MW) in Sogn og Fjordane County were completed.
The power production in Finland (66 MW) was sold. Following
this sale, the Group no longer produces power in Finland, but will
still be active in the Finnish power market.
Statkraft was granted a licence to build the Ringedalen
hydropower plant in Odda (23 MW).
Statkraft increased its shares in the Leirdgla hydropower
plant in Sogn og Fjordane County from 65% to 100% through
a swap agreement. This will contribute toward more efficient
operations. At the same time, power plants Svelgen | and Il were
taken over from Statkraft by Svelgen Kraft.

Financial performance The target figures showed generally
good results in 2014. In spite of the sound operations, the
segment’s underlying EBITDA fell by 12% to NOK 8802 million,
compared with 2013. The decline was mainly due to lower
Nordic power prices.

1) Cost per kWh: All variable production cost/normalised production volume

The segment’s underlying net operating revenues fell by
NOK 890 million, or 7%, compared with 2013. The decline was
primarily related to lower spot sales revenues as a result of lower
Nordic power prices. The average Nordic system price was 22%
lower than in 2013. Transmission costs were also higher as a
result of an increase in the fixed tariff component for transmission
tariffs in Norway. About 40% of the segment’s production in 2014
was sold on long-term contracts, and this large share contributed
toward reducing the decline in revenues.

Operating costs increased somewhat compared with 2013.
The increase was mainly linked to the year-on-year effect of the
power plants transferred from Statkraft SF in April 2013, more
employees, higher maintenance costs, as well as increased
project activity.

Continental energy and trading

Continental energy and trading includes gas power plants in
Germany and Norway, hydropower plants in Germany and the UK
and bio-based power plants in Germany, as well as Baltic Cable,
the subsea cable between Sweden and Germany. The power
production is optimised in relation to the prices for input factors
(fuel and carbon), hydrology and sales prices (power and green
certificates). The segment also includes trading and origination
in Europe, Brazil and India, as well as revenue optimisation

and risk mitigation related to both the Continental and Nordic
production activities.

In order to mitigate risk in relation to uncertainty in future
price and production volumes, Statkraft hedges the production
revenues through financial power trading. The hedged percentage
of the production varies with market development expectations.
Power prices are influenced by other commodity prices such as
coal, oil, gas and carbon, and as these prices can both be input
factors in gas power production (gas and carbon), and price
adjustment factors in contracts, Statkraft also engages in finan-
cial trading with these commodities.

Statkraft’'s analysis activities have a key position in the
overall trading activities. The analysis activities are based on
collection and processing of hydrological data and other market
data. The data are used to estimate anticipated market prices
and optimise the flexible production.

A dynamic management portfolio is important to optimise
future revenues, and Statkraft measures the performance
through the target figure «Added value from the management
portfolios» for both the Nordic and the Continental portfolio. Both
portfolios outperformed the Group’s added value targets in 2014.

Statkraft is also engaged in short-term positioning with
financial standard contracts (trading) and trading with structured
products and customised agreements for industry and com-
merce (origination). Revenues can vary substantially between
periods and years. Statkraft monitors the performance in trading
and origination through the target figure “Creation of value from
trading and origination”, which measures the net profit in rela-
tion to the risk capital. The creation of value outperformed the
Group’s targets in 2014.

Important events in 2014 Based on continued low operational
utilisation, the Karstg gas-fired power plant’s operational mode

2) Market-adjusted availability: Share of available installed capacity when market prices are higher than water value.
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was changed to preservation with a one-year start-up time. The
Herdecke gas-fired power plant in Germany is managed as a
backup power plant by the local grid owner, and the costs of
operating the plant are covered by the grid operator.

Most contracts within the area concerning market access for
renewable power from external producers have been renegotiated
for 2015. Overall, Statkraft will operate 10,000 MW of renewable
energy production for external producers in Germany and the UK.

Financial performance The good results from target figures
were reflected in the segment’s underlying EBITDA, which was
NOK 1554 million (NOK 410 million). The most important driver
of this improvement was the Nordic dynamic asset management
portfolio, but the other market activities also made positive
contributions.

Statkraft enters into financial forward contracts in the power
market, and in 2014 Statkraft realised substantial positions
within its dynamic asset management portfolios. The total
underlying income from this activity amounted to NOK 971
million, an increase of NOK 724 million compared with 2013.
The majority of this income was related to the Nordic dynamic
asset management portfolio and positions realised in the first
quarter. The other market activities also saw positive develop-
ment compared with 2013, and this particularly applies for
market activities in Brazil, which include both long-term sales
and purchase contracts as well as trading and origination.

The segment’s operating costs were on a par with 2013.

International hydropower

International hydropower operates in emerging economies with
anticipated high growth and increasing need for energy. Statkraft
is focusing on selected markets where the Group’s hydropower
expertise can create value. The operations include the Group’s
hydropower activities in Southeast Europe, South America and
South Asia, as well as the 50% shareholding in SN Power. The
segment has assets with a total production capacity of 726 MW,
326 MW of which are in consolidated operations. The segment
also has four hydropower plants totalling 2030 MW under
construction. Investments are often made together with local
partners or international investors.

Important events in 2014 Statkraft and Norfund completed

a restructuring of SN Power that will contribute toward creating a
leading hydropower environment for further international growth.
Statkraft will establish integrated operations for the activities in
Southeast Europe, South America and South Asia, in order to
better exploit the Group’s competitive advantages associated with
operations, maintenance, power optimisation and energy trading.
Furthermore, through the company SN Power, Statkraft will
develop a portfolio of profitable hydropower plants in Southeast
Asia, Central America and Africa. SN Power also purchased
Statkraft SF's 20% ownership interest in Theun Hinboun
Hydropower Company in Laos.

In february 2015 Statkraft signed an agreement for the pur-
chase of Jackson Empreendimentos S.A.'s shares in the Brazilian
power company Desenvix. Statkraft’s share in the company will
increase to 81.3% when the transaction is finalised. The purchase

3) Cost per kWh: All variable production costs/normalised production volume.

is, among other things, contingent on approval from Brazilian
competition authorities and the third remaining shareholder.

In February 2015, Statkraft also signed an agreement to
buy a majority stake in the listed Chilean hydropower company
Empresa Eléctrica Pilmaiquén S.A. The agreement initially
includes the purchase of 70.47% of the shares and triggers a
mandatory offer to all shareholders. The completion of the trans-
action is, among other things, contingent on Statkraft obtaining
acceptance for acquiring a minimum of 75% of the shares.

The Cetin hydropower project in Turkey was written down due
to delays and replacement of the contractor.

Financial performance The segment’s underlying EBITDA ended
at NOK 290 million in 2014, an improvement of NOK 20 million
compared with 2013. Currency translation effects and the sale

of a substation in Peru contributed positively, but this was in part
offset by a provision for a legal dispute. 2013 also saw gains in
connection with the sale of a wind farm in Chile. The deconsolida-
tion of parts of SN Power in 2014 contributed to lower operating
expenses compared with 2013.

The share of profit from associates and joint ventures amoun-
ted to a loss of NOK 240 million (NOK 458 million). The decline
in profit shares is primarily due to an impairment of an investment
in Brazil in 2014, as well as lower contributions from SN Power’s
activities in the Philippines as a result of hydrology and a price
regulation adopted by the authorities for the fourth quarter of
2013. The decline was somewhat offset by the recognition of an
insurance settlement in Chile as income.

Wind power

Wind power includes Statkraft’s investments in onshore and
offshore wind power. The segment has onshore wind farms in
operation in Norway, Sweden and the UK, as well as an offshore
wind farm in the UK. The revenues derive from sale of power

at spot prices as well as green certificates. The segment has
assets with a total production capacity of 682 MW, 488 MW of
which are in consolidated operations. The segment has a wind
farm under construction in Sweden.

The costs associated with wind power are followed up through
the target figure "Cost per KWh”3 for both onshore and offshore
wind power, whereas availability is followed up through the target
figure "market-adjusted availability”.

Important events in 2014 Statkraft established the Fosen Vind
company along with Agder Energi, NTE and TrgnderEnergi. Fosen
Vind will own three planned wind farms (600 MW) on the coast of
Trendelag. Development work is ongoing, and the aim is to make
an investment decision in mid-2015. An additional 400 MW will
be developed in the area through the SAE Vind company.

Three new onshore wind power plants came online in 2014,
Mérttjarnberget (85 MW) and Ogonfagnaden (99 MW) in Sweden
as well as Berry Burn (67 MW) in the UK. In addition, 144 MW
of the total of 270 MW has been completed for the onshore wind
farm Bjorkhojden in Sweden.

Statkraft reduced its shareholding to 51% in a company with
three onshore wind power plants in the UK, and from 50% to 40%
in the offshore Sheringham Shoal wind farm. Statkraft will still

4) Market-adjusted availability: Actual production / (Actual production + Estimated lost production from production shutdown)
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be the operator of the wind farms. The sales make it possible to
re-invest in new renewable energy projects. The sell-downs entail
that the wind farms will cease to be subsidiaries and investments
in joint operations and will become investments in joint venture.

The investment decision was made for the Dudgeon offshore
wind farm (about 400 MW) off the Norfolk coast in the UK.
Statkraft owns 30% of the project and Statkraft’s share of the
investment is expected to be about NOK 5 billion.

In February 2015 Statkraft purchased half of the British
offshore wind project Triton Knoll (up to 900 MW) off shore UK
from RWE Innogy. The two companies are going to develop the
project together and reach an investment decision in 2017.

Statkraft also participates in the offshore wind power project
Doggerbank, as one of four partners. It will be several years until
a possible investment decision is made for this project.

Financial performance Sound operations and new production
capacity contributed to a good operating result, and the underlying
EBITDA ended at NOK 476 million (NOK 507 million). The decline
is primarily due to the deconsolidation of the UK wind farms and
lower realised prices. This was, however, largely offset by new pro-
duction capacity in Sweden, and a 4% increase in net operating
revenues compared with 2013.

Operating costs increased by 13%, mainly as a result of
increased project activity in Norway and the UK.

The share of profits from the UK wind farms amounted to
NOK 360 million and is presented in the accounting item share
of profit from associates and joint ventures following the decon-
solidation. The shares of profit include rollback of previous years’
write-downs for Sheringham Shoal totalling NOK 341 million.

District heating

District heating operates in Norway and Sweden. The revenues
in Norway are influenced by power prices, grid tariffs and taxes,
and the price to customers is adjusted monthly or quarterly. In
Sweden they are determined by the alternative price that custo-
mers are faced with, and prices are either fixed or index regula-
ted. Waste, biomass, oil and gas are important input factors in
the production of district heating.

Important events in 2014 The new district heating plant in
Sandefjord (23 MW) started operations.

Statkraft made an investment decision and started con-
structing a district heating plant and grid in Moss/Rygge, and
also decided to continue developing the district heating system
in Namsos.

Financial performance The segment’s underlying EBITDA ended
at NOK 151 million (NOK 133 million). The improvement was
related to sound operations with good utilisation of base load,
higher achieved prices, as well as lower operating expenses.
Lower production as a result of higher-than-normal temperatures
yielded a negative contribution.
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Industrial ownership

Industrial ownership includes management and development
of Norwegian shareholdings, and includes the companies
Skagerak Energi, Fjordkraft, BKK, Istad and Agder Energi. The
first two companies are included in the consolidated financial
statements, while the other three companies are reported

as associated companies. Skagerak Energi’s activities are
concentrated around the production of power, district heating
operations, distribution grid operations, electrical entrepreneur
activities and natural gas distribution. Fjordkraft’s activities are
concentrated around the sale of electricity to private individuals
and companies.

Important events in 2014 Agder Energi signed two power sales
agreements with Hydro. The contracts, with an annual delivery of
1.5 TWh, run from 2021 to 2030.

BKK purchased TrgnderEnergi’s share in Agua Imara, thus
increasing its shareholding from 25.7% to 35.1%.

Financial performance The segment’s underlying EBITDA was
NOK 1418 million in 2014 (NOK 1583 million). The decline is
primarily due to lower power prices and grid income. In spite
of somewhat higher power production, spot sales revenues fell
compared with 2013 as a result of lower power prices. Income
from grid activities fell as a result of lower volume and tariffs. The
latter is governed by the Norwegian Water Resources and Energy
Directorate through the Energy Act. Income from the end-user
business fell as a result of lower power prices, but this was also
the case for costs associated with energy purchases. Overall
earnings from this activity thus increased compared with 2013,
and Fjordkraft had its best year ever in 2014.

The segment’s operating expenses were on a par with 2013.

The share of profit from associates and joint ventures
amounted to NOK 535 million (NOK 640 million). The decline was
primarily related to a NOK 154 million lower share of profit from
Agder Energi, which was mainly a result of unrealised changes
in value for energy contracts. The decline was, in part, offset by
financial gains of NOK 116 million in connection with the sale of
two subsidiaries in Istad.

Other activities
Other activities include small-scale hydropower, innovation and
Group functions.

Important events in 2014 Statkraft strengthened its equity
through inflow of NOK 5 billion in new equity from the owner.
The owner will also reduce overall dividends for the 2015-2017
period by a total of NOK 5 billion.

Statkraft entered into an agreement with Sédra to purchase
the shares in Sédra Cell Tofte. In February 2015, Statkraft and
Sddra established a company with the objective of establishing
future production of biofuel based on forest raw material.
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Financial performance®

Good results from market activities, particularly associated with
realisation of considerable positions in the Nordic dynamic asset
management portfolio and increased contributions from market
activities in Brazil, offset lower Nordic power prices. Operating
expenses were somewhat higher than in 2013. The increase
was in part related to new wind power plants, the transfer of
hydropower plants from Statkraft SF to Statkraft AS in 2013,
increased project activity and a weaker Norwegian krone.

The share of profit from associated companies and joint
ventures was NOK 661 million in 2014 (NOK 1101 million).
The decline was mainly caused by a write-down in Brazil and
good results from SN Power’s activities in the Philippines. The
decline was somewhat offset by the deconsolidation of the wind
farms in the UK, reversal of previous years’ impairment for the

Net operating revenues* - change from 2013 to 2014
NOK mill.

Sheringham Shoal offshore wind farm as well as gains from the
sale of two subsidiaries in Istad.

Substantial positive unrealised changes in value in energy
contracts and non-recurring items, as well as negative currency
effects under the financial items impacted the Group’s net profit.
However, the overall effect of this was less negative than in 2013,
and contributed to an improvement in the Group’s net profit of
NOK 3685 million compared with 2013. The currency effects
are fully offset by currency translation effects in the equity, and
overall increase in equity throughout the year was NOK 17 billion,
including NOK 5 billion in new equity from the owner.

In the following, the emphasis will be on presentation of the
result from the underlying operations for items up to and including
the operating profit. Unrealised changes in value of energy con-
tracts and significant non-recurring items in consolidated activities
are explained in the section "Items excluded from the underlying

21 000 1166 38 6
— 3 20 602
86
20 500 167 14
20 000
19 500
19 000
18 500
18 000
2013 Nordic Continental International Wind power District heating Industrial Other Group 2014
hydropower energy and trading hydropower ownership activities items
Total 2014 12 347 2973 888 1064 398 3007 651 =727

* Adjusted for unrealised changes in value of energy contracts (excluding trading and origination) and material non-recurring items.

5) Figures in parentheses show comparable figures for 2013.
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ROACE, underlying*
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* Adjusted for unrealised changes in value of energy contracts
(excluding trading wand origination) and material non-recurring items.
** The figures have not been converted in accordance with IFRS 11.

operating profit”. Income statement elements after the operating
profit are analysed in accordance with the recorded result.

Return on investments

Measured as ROACES®, the Group achieved a return of 11% in
2014, which was 1.5 percentage points lower than in 2013. The
decline was mainly due to higher average capital employed as a
result of an increase in average fixed assets for the period due
to investments in line with the adopted strategy. The high level
of return in 2010 was due to a particularly high operating profit
that year, primarily as a result of high power prices.

Underlying operating revenues

Statkraft’s revenues are generated by spot sales, contractual
sales to the industry, financial trading, grid activities, district
heating and power sales to end-users. In addition, the Group
delivers concessionary power. The fundamental basis for

Operating expenses* - change from 2013 to 2014

Statkraft’s revenues comprises power prices, energy optimi-
sation and production. The production revenues are optimised
through financial power trading, and the Group engages in
trading activities and energy trading.

Net operating revenues totalled NOK 20 602 million in
2014, which was on a par with 2013. The Continental energy
and trading segment saw a substantial increase in revenues,
whereas the Nordic hydropower segment experienced a relatively
significant decline compared with 2013. Other segments had
minor changes in net operating revenues. The decline for Nordic
hydropower and Industrial ownership was primarily linked to
lower power prices, whereas the increase for Continental energy
and trading was mainly related to good results from the Nordic
dynamic asset management portfolio and better financial results
from market activities in Brazil.

Underlying operating expenses

In total, the Group’s operating expenses increased by 5% com-
pared with 2013. The increase relates primarily to the transfer
of hydropower plants that were previously rented from Statkraft
SF to Statkraft AS in 2014, new wind power capacity, higher
maintenance costs, increased project activity and a weakened
Norwegian currency.

Underlying EBITDA and underlying operating profit
Historically, Statkraft has had high EBITDA margins’ as a
result of low operating expenses for hydropower production.
In 2012, Statkraft launched a new business activity offering
market access for small-scale producers of renewable energy
in Germany and the UK. The contracts are recognised gross in
the income statement and therefore increase both the sales
revenues and the energy purchase costs substantially. This
business makes a positive contribution to the Group’s EBITDA,
but the margins from this business are low and therefore reduce
the overall EBITDA margin.

EBITDA (operating profit before depreciation and amortisa-
tion) fell by 3% from 2013 and the operating profit fell by 5%,

NOK mill.
12 000
85
11 500 428 12 155 22 11 492
W T BB
I S 6 11
11 000 4-10 956 149
10 500
10 000
9 500
9 000
2013 Nordic Continental International Wind power District Industrial Other Group 2014
hydropower energy and trading hydropower heating ownership activities items
Total 2014 4869 1739 740 1078 390 2086 1313 -725

* Adjusted for significant non-recurring items.

6) ROACE (%): (Operating profit adjusted for unrealised changes in the value of energy contracts and significant non-recurring item x 100/average capital employed.
7) EBITDA margin (%): (Operating profit adjusted for unrealised changes in the value of energy contracts and significant non-recurring items x 100) / gross operating revenues adjusted

for unrealised changes in the value of energy contracts and significant non-recurring items.
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EBITDA* - change from 2013 to 2014

NOK mill.
13 000
12 500 12 444 1144 20 18
3 I 15 12 132
1
12 000 165 71
11 500
11 000
10 500
10 000
9 500
9 000
2013 Nordic Continental International Wind power District heating Industrial Other Group 2014
hydropower energy and trading hydropower ownership activities items
Total 2014 8802 1554 290 476 151 1418 - 557 -2

* Adjusted for unrealised changes in value of energy contracts (excluding trading and origination) and material non-recurring items.

to NOK 12 132 million and NOK 9111 million, respectively. The
Group’s EBITDA and operating profit are to a large degree gene-
rated by the Nordic hydropower segment, which contributed 73%
(81%) and 82% (92%) of the total, respectively.

Good results from market activities, particularly associated
with realisation of significant positions in the Nordic dynamic
asset management portfolio and increased contributions from
market activities in Brazil, largely offset lower Nordic power prices.

Items excluded from the underlying operating profit

Total unrealised changes in value and significant non-recurring
items in 2014 amounted to NOK 4449 million (NOK 3413
million).

Unrealised changes in value adjusted for in the underlying
operating profit amounted to NOK 2396 million (NOK 3288
million). The primary contributor to the positive profit effect was
built-in derivatives which showed positive development as a
result of a weaker NOK against EUR. Gas contracts also develo-
ped positively in 2014, primarily as a result of realisation throug-
hout the year and falling commaodity prices, and this reduced the
negative market value in relation to these contracts.

Non-recurring items excluded from the calculation of the

EBITDA og EBITDA margin, underlying*

NOK mill./%
16 000 80%
14000 N\ 70%
12 000 M 60%
10 000 — = 50%
9000 N 40%
8 000 \g 30%
6 000 20%
4000 10%
2000 L L L L 0%
2010%%  2011%* 2012 2013 2014

W EBITDA (left axis)

M EBITDA% (right axis)

*  Adjusted for unrealised changes in value of energy contracts (excluding trading and
origination) and material non-recurring items.

** The figures have not been converted in accordance with IFRS 11.

underlying profit amounted to NOK 2053 million in 2014 (NOK
125 million).

The gain from selling assets included sale of the power pro-
duction in Finland, sale of shares in onshore and offshore wind
farms, swap trade of hydropower plants, as well as restructuring
of SN Power. The Finnish hydropower production sale yielded an
accounting gain of NOK 1213 million. The sale of 49% of the
shares in a company that owns three onshore wind farms in the
UK gave the Group an accounting gain of NOK 1063 million. The
transaction entailed that the company went from being a subsidi-
ary to being an investment in joint ventures, and the gain shows
realised gain from both the selldown from 100% to 51%, as well
as an increase in carrying value to fair value of the 51% share
that Statkraft still owns. The selldown from 50 to 40% share-
holding in the Sheringham Shoal offshore wind farm yielded
financial gains totalling NOK 283 million. The selldown entailed
that the wind farm changed from being an investment in joint ope-
rations to being an investment in joint ventures. The swap trade
where Statkraft took over the remaining 35% of Leirdgla and sold
Svelgen 1 and 2 resulted in accounting gains of NOK 99 million.
Statkraft posted a gain of NOK 109 million for the sale of Agua
Imara in connection with the restructuring of SN Power.

Urealised changes in value of energy contracts

NOK mill. 2014 2013
.Lahé.{é.r.rﬁ..éé.r.].t.r.é.é{é..........................................i..‘.l..z.é ........... aan
Nordic and Continental Dynamic Asset -317 480
Management Portfolio

End-users 14 -28
Energy purchases 1298 1 595
Other/eliminations 27 -43
Unrealised changes in value not included 2396 3288
in underlying profit

Unrealised changes in value included 206 -223
in underlying profit

Unrealised changes in value presented 2602 3065

in the profit and loss statement
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Significant non-recurring items

NOK mill. 2014 2013
i PR s
Impairments of fixed assets and intangible assets 1 050 -190
Pension scheme changes 280 -
Trial related to Saurdal power plant - consession 56 -
power

Income from termination of energy contract - 164
Purchase at favourable terms when increasing - 162

shareholdings in Devoll
Expenses incurred when increasing shareholdings - 97
in biomass plants

The Cetin hydropower project in Turkey was impaired by NOK
1050 million due to delays and replacement of the contractor.
Pension costs have been reduced by NOK 280 million in con-
nection with scheme changes in Norway. These changes include
life expectancy adjustments and disability pension. The court
ruled in favour of Statkraft in the case concerning concessionary
power brought by eight municipalities. This allowed Statkraft to
recognise NOK 56 million in income.

Share of profit from associated companies and joint ventures
The Group has major shareholdings in the regional Norwegian
power companies BKK, Agder Energi and Istad, as well as share-
holdings in companies outside Norway, where much of the acti-
vity takes place through participation in partly-owned companies.
The decline for International hydropower was primarily
related to two factors, a write-down in Brazil in 2014, and lower
financial results from SN Power’s activities in the Philippines.
The decline was somewhat offset by the recognition of an
insurance settlement in Chile as income. The share of profits
for Wind power were related to the UK wind farms that are
now presented as joint ventures, and the reversal of previous
years’ impairment was the primary contributor to the result. The
decline for Industrial ownership was mainly related to unrealised
changes in value of energy contracts in Agder Energi, somewhat
offset by sales gains in Istad.

Associates

NOK mill. 2014 2013
N .h.y.d..r : p e E T s
Wind power 363 1
Industrial ownership 535 640
Other 3 3
R SRS

Financial items
The increase in other financial income was primarily related to
gains linked to the SN Power transaction.

Net currency effects amounted to a loss of NOK 4791
million (loss of NOK 9403 million), mainly as a result of weaker
NOK against EUR. The effects mainly stem from internal loans
and currency hedging contracts, and were mainly unrealised.
These effects are fully offset by translation effects in the equity.

Financial items

NOK mill. 2014 2013
P S
Other financial income 592 20
i SRy
Interests expense -1 226 1272

Other financial expenses -83 -78

Financial expenses -1 309 1351
Net currency effects -4 791 9 403
Other financial items -1 043 1 076
Net financial ftems 6283 11592
Net currency effects
NOK mill. 2014 2013
Currency hedging contracts and short term 733 3185
currency positions
Realised -80 -85
Unrealised -654 3 100
Loans in foreign currency -724 -500
Realised 284 392
Unrealised -1 008 -892
Internal loans, joint ventures -3 332 5717
and associates
Realised 980 225
Unrealised -4 312 5942
N.e't“i:'(jﬁ'éﬁ&'éﬁééé ............................................... TS AR
Realised 1183 531
Unrealised -5 974 9 934
Taxes

The recorded tax expense was NOK 4045 million (NOK 2303
million). The increase in tax expense was due mainly to higher
profit before tax and the refunding of withholding tax from
previous years in connection with dividends from the share-
holding in E.ON in 2013.

Cash flow

The Group generated a cashflow from operating activities of
NOK 8896 million in 2014 (NOK 9499), a decrease of 6%
compared with the previous year.

The changes in short and long-term items had a negative
effect of NOK 2726 million (NOK -2444). The change was mainly
related to cash collateral.

NOK 729 million (NOK 1051 million) were received in
dividends — primarily from BKK and Agder Energi.

Net investments® amounted to NOK -5450 million (NOK
+547 million). These were mainly investments in tangible fixed
assets totalling NOK -8801 million, as well as net liquidity
outflow from the Group totalling NOK 770 million linked to the
restructuring of SN Power. Investments in shareholders totalling
NOK -765 million were mainly related to capital increase in SN
Power for purchase of Statkraft SF's 20% shareholding in Theun
Hinboun Hydropower company in Laos. Sale of business gave a
cash effect of NOK 4688 million.

Net cash flow from financing activities was NOK +3168 (NOK
-6807), of which new equity added by the owner amounted to
NOK 5 billion. New debt amounted to NOK 1917 million (NOK

8) Net invesments include investments paid at the end of the quarter, payments received from sale of non-current assets, net liquidity out from the Group upon acquisition of activities and

repayment and disbursement of loans.
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Cash flow 2014
NOK mill.
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cash equivalents operations short and
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865 million), primarily associated with short-term loans from
Statkraft SF as well as project financing in Peru. Repayment of
debt amounted to NOK 3900 million (NOK 4714 million).

Currency exchange rate effects on cash and cash equivalents
amounted to NOK 362 million.

Statkraft monitors its ability to meet future liabilities through
the target figure "Short-term liquidity”®, and at the end of 2014,
this target figure was within the target range of 1.5 to 4.0.

Financial structure

Long-term liabilities, debt redemption profile
NOK mill.
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Debt and interest rates

NOK mill. Share 31.12.2014  Interest rate 2014
NOK .................................................................. 37% ................ 49%
EUR 38% 3.3%
SEK 1% 2.1%
GBP 16% 2.7%
ushD 8% 4.8%
F|oat| ng rate ...................................................... 50% ........................
Fixed rate 50%

investments

Net Net
financial items

Currency
effects

Capital
increase

Cash and
cash equivalents
31.12

The main objectives of the Group’s capital structure manage-
ment are to maintain a reasonable balance between solidity
and the ability to expand, and to maintain a strong credit rating.
The most important target figure for the Group’s management of
capital structure is long-term credit rating.

Tools for long-term management of capital structure are
primarily comprised by the drawdown and repayment of long-
term liabilities and payments of share capital from/to the owner.
The Group is not subject to any external requirements with
regard to the management of capital structure other than those
relating to the market’s expectations and the owner’s dividend
requirements.

The Group endeavours to obtain external financing from
different capital markets. When raising loans, Statkraft seeks
to ensure an even repayment profile, and the current maturity
profile is in line with this objective. Raising of any new loans is
planned in accordance with the liquidity forecast, investment
decisions and sale of assets.

At the end of 2014, net interest-bearing debt'® amounted to
NOK 23 638 million, compared with NOK 32 240 million at the
beginning of the year. The decline was related both to repayment
of debt and increased bank deposits. The net interest-bearing
debt-equity ratio was 21.2%, compared with 31.2% at year-end
2013.

Loans from Statkraft SF to Statkraft AS amounted to NOK
400 million at the end of the year.

Current assets, except cash and cash equivalents, amoun-
ted to NOK 21 780 million (NOK 17 387 million) and short-term
interest-free debt was NOK 20 662 million (NOK 17 073 million)
at the end of 2014.

At the end of the year, Statkraft’s equity totalled NOK 88 059
million, compared with NOK 71 107 million at the start of the
year. This corresponds to 52.5% of total assets (46.3%). The
increase in equity was associated with a positive total compre-
hensive income of NOK 10 284 million and capital contribution
from Statkraft SF of NOK 7350 million.

9) Short-term liquidity: (OB liquidity capacity + forecast incoming payments next 6 months) / (debt due and dividend next 6 months + (limit x forecast disbursements from operations/

Investments next 6 months).

10) Net interest-bearing debt: Gross interest-bearing liabilities - bank deposits, cash in hand and similar excluding restricted funds - short-term financial investments.
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Financial strenght and rating

It is important to Statkraft to maintain its credit rating with the
two major rating agencies Standard & Poor’s and Moody’s. An
important key figure monitored by Statkraft in relation to credit
rating is the cash flow from operations in relation to net interest-
bearing debt. Statkraft AS has a current credit rating of A- from
Standard & Poor’s and Baal from Moody’s.

Investments

In accordance with the Group’s strategy, the project activity level
is high, especially as regards wind and hydropower. The Group’s
investment programme is flexible, and the plans are subject

to continuous assessment in relation to market outlook and
financial strength.

In total, Statkraft invested NOK 11 180 million in 2014, of
this NOK 3844 million was invested in Norway. Approximately
two thirds of total investments were made in new generating
capacity. Maintenance investments are primarily in connection
with Nordic hydropower. The largest investments in new capacity
are in connection with wind power in Sweden and the UK, as well
as international hydropower.

Investments (11 180 NOK mill.)
NOK mill./%

38%
I International hydropower

30%
Wind power

19%
Nordic hydropower

d
|

7%
Industrial ownership

6%
Other activities*

* Includes Continental energy and trading, District heating and Small-scale hydropower.

Risk management

Statkraft is exposed to risk throughout the value chain. The
most important risks are related to market operations, finan-
cial management, project execution, operating activities and
framework conditions. Growth and increased internationalisation
set stricter requirements for risk management in the invest-
ment portfolio. Statkraft has a central investment committee to
improve risk handling in relation to individual investments and
across the project portfolio. The risk management is an integra-
ted part of other governance through a risk-based system for the
corporate management’s follow-up of the business areas. The
Group’s overall risk profile is concluded by the Group manage-
ment and is reported to the Board.

Market risk in energy markets

Statkraft is exposed to significant market risk in relation to
production and energy trading. Revenues from power production
are exposed to volume and power price risk:
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e Both power prices and production volumes are impacted by
weather and precipitation volumes, while power prices depend
on production, consumption and transmission conditions in
the electricity market

* Power prices are also indirectly impacted by gas, coal and

oil prices, the price of carbon quotas, support regimes and

introduction of new power production technology

Gas power production is directly exposed to fluctuations in the

gas, oil and carbon quota prices.

Statkraft manages market risk in the energy markets in part by
trading physical and financial instruments in multiple markets.
Increased integration of the energy markets is having a significant
impact on business models and risk management. Consequently,
Statkraft places significant emphasis on the interrelationship
between the various markets. The Group’s hedging strategies
are regulated by limits on the positions’ volume and value, and
by criteria for evaluating new contracts against expected revenues
and downside risk.

Statkraft’s activities in energy trading and services consist
of both trading with standard products on energy exchanges and
sale of services or products adapted to the individual customer.
New products and services typically have a short lifetime com-
pared with other activities before profitability is reduced as a
result of competition or regulatory amendments. Risk is handled
through mandates covering raw materials, geographical areas
and duration. An independent risk handling function ensures
objectivity in the assessment and handling of risk.

Sales activities are exposed to uncertainty in the sales price
to retail customers and companies, as well as the purchase price
in the wholesale market. Net exposure is limited by securing
symmetry in the exposure between the customers and purchases
in the wholesale market, and by using financial instruments.

Financial risk

The central treasury department coordinates and manages the
financial risk associated with foreign currencies, interest rates
and liquidity, including refinancing and new borrowing. Statkraft is
exposed to interest risk through external financing and distri-
bution grid revenues. The Group is exposed to currency risk
through the integration between the Nordic and the continental
power markets, the Group’s energy trading in EUR and other
cash flows related to foreign subsidiaries and associated
companies.

Currency and interest risk are regulated by means of manda-
tes. Forward currency contracts, interest rate swaps and forward
interest rate agreements are the most important instruments
in this management. The liquidity risk can mainly be handled
through good borrowing sources, credit facilities and minimum
requirements for the Group’s cash and cash equivalents.

Statkraft is exposed to credit and counterparty risk through
energy trading and investment of surplus liquidity. The credit
rating of all counterparties is evaluated before contracts are
signed, and exposure is limited by mandates based on their
credit rating.

Market risk in the energy markets and other financial risk, as
well as exposure in connection with the issued mandates, are
followed up by independent middle office functions and regularly
reported to the Group management and the Board.



Operational risk

All processes in the value chain are exposed to operational
risk. This particularly applies to implementation of investment
projects and operational activities in the form of injury to the
Group’s employees, contractors or third parties, harm to the
environment, damage to production facilities and other assets
as well as damage to reputation. Statkraft has insurance
schemes that cover all significant damage types, for example
through the Group’s own insurance company, and all projects in
Statkraft implement systematic risk assessments.

The most critical aspects are in connection with development
of Statkraft’s international activities. Major attention is devoted
to development of sound systems and learning, establishing
barriers and ensuring compliance to avoid delays, cost overruns
and undesirable incidents. A joint project unit was established in
International hydropower for Statkraft and SN Power in order to
further reduce the risk associated with project implementation,
and this was strengthened in 2014.

Estimates of the possible financial consequences of the
total operational risk, as well as significant individual risks that
are central drivers to the Group’s overall risk profile, are included
in the reporting of overall risk at Group level.

Other risk

Statkraft’s activities are impacted by framework conditions such
as taxes, fees, regulations, grid regulations, changes regarding
the required minimum water level, as well as general terms and
requirements stipulated for the power industry in both Norway
and other countries. The uncertainty in relation to the future
development of these is highly emphasised in investment
decisions.

Statkraft’s international investments involve both heighte-
ned country and partner risk. Statkraft assesses risk for each
country individually and compares countries in each region.
Partner risk is assessed at an early stage in order to confirm the
necessary integrity and management structure.

Climate change can present both threats and opportunities,
and is of importance for all the risks described above. Signifi-
cant changes to temperature and precipitation will have conse-
quences for power prices and production, and flooding and bad
weather could result in increased damage to and degradation of
plants, and could have consequences for employees and third
parties. Climate risk is also an important driver of changes in
framework conditions and political decisions.

Internal control

Internal control is a key element in sound risk management, and
Statkraft is focusing on further development of internal control.
The overall management system, "The Statkraft Way”, defines
the Group’s guidelines and contributes to a sound control
environment for fulfilling the management’s goals. Internal
control requirements have been incorporated into HSE, ethics,
ICT, corporate responsibility and financial reporting.

The Group’s internal control network annually prepares a
financial risk map which is presented to the Group Management
and the audit committee. Business and support processes
for handling the inherent risk are identified on the basis of the
Group’s risk map.

Internal control over financial reporting

The system for internal control over financial reporting contribu-
tes to trustworthy and timely financial information in Statkraft's
reports, and is based on the COSO frameworks for internal
control (COSO 1992), published by the Committee of Sponsoring
Organizations of the Treadway Commission.

All subsidiaries are required to comply with the internal
control system as described in "The Statkraft Way” and in the
Group’s finance manual. The same applies to other companies
where Statkraft is responsible for the accounting and financial
reporting. If a third party is responsible for the accounting and
financial reporting, the responsible segment in Statkraft must
carry out compensating controls as described in the finance
manual.

The main elements of the internal control system are risk
assessment, control measures, self-evaluation, reporting and
continuous exercise of control and compliance follow-up.

Innovation

The purpose of innovation in Statkraft is to develop and strengt-
hen competitive advantages in the core activities, identify and
promote new business development opportunities, engage in
long-term expertise building and contribute to secure good future
framework conditions for renewable energy production. In 2014,
about NOK 124 million was expensed on various innovation and
research activities.

Statkraft’s innovation logic

All innovation activities are continuously followed up to ensure
relevance and benefits. The following logic forms the basis
for balancing investments between short-term and long-term
innovation activities in the Group:

Improvement work addresses daily challenges and usually
yields quick results. These projects focus on existing plants/
equipment and optimal resource utilisation.

Market innovations are associated with commercial services
around energy production and deliveries which, along with tech-
nological innovation, represent a significant long-term competitive
advantage. By focusing on development of new business models
associated with existing activities, the ambition is to develop
concepts with a short commercialisation lead time.

The Group’s research and development (R&D) programmes
are associated with Statkraft’s core business areas and have

a longer time perspective. Multiple-year R&D programmes have
been established within hydropower, wind power, bio-energy and
climate.

Research activities have been established with the purpose
of evaluating and qualifying technologies and solutions which
in the long term can form the basis for new insight or activity in
Statkraft.

In order to support innovation projects and various proces-
ses/projects associated with strategy, technology and markets,
Statkraft also has extensive activities within technology analysis,
covering all of the above categories. Global technology develop-
ment in the energy sector is carefully monitored and analysed.
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Innovation logic
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Value creation

Statkraft follows up each innovation project with a view to value
creation. Estimates show an average value potential of several
times the project costs. “Effect evaluation” is a tool introduced
in Statkraft to promote the investment capability and thus value
creation of R&D projects in particular. Every project is evaluated
twice; at start-up and completion. Particularly interesting projects
are also followed up after completion to ensure sound implemen-
tation over time.

Relevant research activities

Liquid biofuel is a research activity addressing the business
opportunities in the bio-energy market. Specifically, the opp-
ortunities in connection with production of liquid fuel for road
transport based on forest resources. Statkraft wants to use this
opportunity to add to its basic bio-energy expertise.

Modelling within distributed energy is carried out with the
purpose of establishing insight within technological and commer-
cial potential, as well as increasing understanding of how distri-
buted energy impacts Statkraft. Modelling of solar and batteries,
combination of heat and power, as well as the consumption
pattern of customers in the Nordic region were prioritised
research activities in 2014. An assessment of various business
opportunities related to a combination of solar cell panels and
energy storage in the form of batteries has led to increased
understanding for both the technological status and cost level.

There will be an increasing surplus of power in the Nordic
countries up to 2020. However, electricity consumption may
increase through electrification of the heating and transportation
sector. Through using renewable energy, these sectors can also
be de-carbonised, and an interaction between the sectors will
lead to greater flexibility in the energy system overall.

Corporate Responsibility

Statkraft is commited to acting in a sustainable, ethical and
socially responsible manner in all activities. The Group shall
provide a safe and healthy working environment where people,
the environment and assets are safeguarded and protected.

In order to follow up the Group’s corporate responsibility,
Statkraft's actions are guided by globally recognised initiatives
and standards, including the OECD’s Guidelines for Multinational
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Enterprises and IFC’s Performance Standards on Social &
Environmental Sustainability. Statkraft is a member of UN Global
Compact and is committed to following up the initiative and its
ten principles relating to human rights, labour rights, environment
and anti-corruption.

Below is a brief summary of Statkraft's work and results in
the corporate responsibility area in 2014.

Management of corporate responsibility

Statkraft’s activities are characterised by sustainability and
responsible behaviour. The Group’s fundamental principles for
sustainable, ethical and socially responsible behaviour are
described in Statkraft’s code of conduct. The code of conduct
applies to all employees and companies in the Statkraft Group,
and Statkraft’s business partners are expected to have standards
in accordance with Statkraft’s code of conduct. Statkraft has
also prepared corresponding guidelines for the Group’s suppliers.
Suppliers are followed up with regards to sustainable and ethical
conduct throughout the procurement process.

Ethical and sustainable behaviour is a line responsibility in
Statkraft. Principles and requirements associated with corporate
responsibility are an integrated part of Statkraft’'s management
system. The management system facilitates a structured and
uniform handling of the Group’s corporate responsibility, and the
system is regularly evaluated to tailor it to new requirements,
contexts and challenges. Corporate responsibility performance
is followed up through score cards and in regular performance
reviews for each business area. Follow-up of Statkraft’s corporate
responsibility is also part of Corporate Audit’s responsibilities.

Having the correct expertise in all areas associated with
corporate responsibility is a critical success factor in terms of
achieving the Group’s goals. Statkraft therefore works actively to
build expertise, develop training plans and transfer experience
across the organisation. Corporate responsibility is also an inte-
grated topic in the introduction programme for new employees
and in the Group’s manager training.

Statkraft wants to ensure transparency with regards to dilem-
mas and ethical issues, and systems are in place to provide all
employees with guidance and advice with regard to interpretation
of Statkraft’s code of conduct and desired behaviour. Statkraft’'s
code of conduct emphasises that employees have both the right
and duty to report breaches of legal or ethical obligations through
the line organisation or the Group’s whistleblower channel, which
is handled by Corporate Audit. The whistleblower channel was
improved in 2014 and is now also open for external stakeholders.
Corporate Audit received five internal whistleblower cases in 2014.

Climate and environmental impact

Statkraft’'s environmental ambition is to offer renewable,
sustainable and robust climate energy solutions. Continued
growth, in combination with international good practice for
environmental management, are key elements to achieve this
ambition. New investments in the Group are now only made
within renewable energy. Statkraft wants to be in line with good
international practice with regard to environmental practice. In
2014, the Group’s environmental results were judged to be at a
leading level by Oekom Research Corporate Rating.

There were no serious environmental incidents in the Group
in 2014, however 159 (127) minor environmental incidents were
registered. Most of these were in connection with short-term
breaches of river management regulations and minor oil spills.
These incidents had little or no impact on the environment.



In 2014, Statkraft’s electricity consumption was 899 GWh
(882 GWh). All electricity consumed in the Group has been
certified as renewable in accordance with RECS (Renewable
Energy Certificate System). Furthermore, Statkraft generated
60 400 tonnes (86 000 tonnes) of hazardous waste from
power and district heating production. The waste was treated in
accordance with applicable regulations. Most of this (80%) was
residual products from Statkraft's waste incineration plant.

Health and safety

Statkraft is committed to providing a safe and healthy working
environment. The objective is that the Group’s activities shall
result in zero serious personal injuries. Good planning, including
setting clear requirements and close follow-up in all project
phases and operating activities, is decisive for achieving this
objective. The Group’s management and follow-up of health and
safety is based on the requirements in the OHSAS 18001 stan-
dard and international good practice.

2014 nevertheless saw two work-related, fatal accidents in
which four people lost their lives. One of the accidents took place
in the Devoll project in Albania, which is wholly owned by Statkraft,
whereas the other accident took place in the Bajo Frio project in
Panama, where Statkraft has an indirect shareholding of 25%.

In the Devoll project, there were three fatalities following
a rockslide in the vicinity of Moglice in the Devoll valley. The
fatalities were employees in a rockfall protection company that
was securing the rock face for one of Statkraft’s road contractors.
The main conclusion from the investigation was that challenging
weather and precipitation conditions had substantially increased
the risk of a slide, and that this was not sufficiently considered
when executing the work. The practice for executing this type of
work has been changed after the accident.

In the Bajo Frio accident, a barrel came loose from a mobile
crane and struck three people. There was one fatality and one
serious injury. The accident investigation uncovered multiple
breaches of the project’s requirements and guidelines and
several improvement measures have been implemented following
the accident.

The Group has experienced a positive development in recent
years as regards the injury and lost time injury rate. The indica-
tor for lost-time injuries, H1, was 3.4 (3.5) among the Group’s
employees and contractors in 2014, while the indicator for all
types of injuries, H2, was 5.5 (6.5). In total, 170 (228) injuries
were registered, of which 106 (120) lost-time injuries, among
the Group’s employees and contractor employees. In addition,
9459 unsafe conditions (9415) and 989 near-misses (1531)
were registered. 30 (49) of the accidents and near-misses were
categorised as serious incidents with, or with the potential for,
serious consequences.

The Group works systematically to avoid injuries in all
activities. All accidents and near-misses with serious damage
potential are investigated in a structured manner, with the
intention of sharing experience across the organisation. Most of
the serious accidents and near-misses in 2014 were associated
with traffic, fall from heights and falling objects.

Absence due to illness in Statkraft is at a stable low level and
was 2.8% in 2014 (2.9%). All Norwegian companies in the Group
have entered into Inclusive workplace (IA) agreements, with active
follow-up of absence and adaptation of the work as needed.

Security

Statkraft has a targeted approach to security, preparedness and
crisis management. In Statkraft, the area of security encompas-
ses personnel security, physical security, IT system security and
information security.

Statkraft takes a comprehensive approach to security topics
and has implemented a new corporate governance structure in
2014. Improvement areas and measures have also been identi-
fied to ensure that Statkraft is on a par with good international
practice. A number of emergency drills were conducted in 2014
within various topic areas which incorporate experiences from
security situations both in Norway and abroad.

Human rights
Compliance with human rights can be challenging in some of the
countries where Statkraft is present, and the Group takes human
rights issues very seriously. The UN’s Guiding Principles on Busi-
ness and Human Rights have been taken into consideration in
Statkraft’'s management system and project management tools.
In 2012, a complaint against Statkraft was lodged before the
OECD’s Norwegian and Swedish contact point for multinational
companies in connection with the development of wind power in
Sweden. Mediation took place between lJijnjevaerie Sami Village
and Statkraft in 2014 and was concluded without agreement.

Business ethics and anti-corruption work

Statkraft has zero-tolerance for corruption and is committed
to upholding a high ethical standard. With rising exposure in
markets exposed to corruption, Statkraft places significant
emphasis on safeguarding its internal business culture and
developing robust anti-corruption measures.

A new phase of Statkraft’s anti-corruption programme was
approved and initiated in 2014. The program includes risk
assessment and mapping of needs in each of Statkraft’s busi-
ness areas in order to develop customised solutions for compe-
tency development and other corruption-preventing measures.

A new training program on business ethics and anti-corrup-
tion has been adopted as part of this work, where all employees
will receive training attuned to their challenges. A number of
measures have also been implemented to ensure good manage-
ment on this topic, for example dilemma training for all senior
management.

In 2014, Statkraft prepared new, practical guidelines that
will advise employees on how to handle ethical challenges.

The guidelines are a supplement to governing documents, the
existing anti-corruption work manual and anti-corruption e-learning
programme.

Social impact
Statkraft creates significant values for society. At the same time,
all power production, even renewable power production, is asso-
ciated with different forms of interventions in society and nature.
Statkraft works systematically to reduce the negative effects from
its activities as much as possible and to properly safeguard all
stakeholders. This is done through structured processes where
dialogue with everyone affected by the Group’s activities is a key
element. A new unit was established in 2014 within the Interna-
tional hydropower segment. This unit will strengthen Statkraft's
ability to handle social and environmental interventions while also
ensuring transfer of expertise between different projects.

The Group’s financial value creation is distributed amongst
many different stakeholders. In 2014, this amounted to NOK
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19 077 million (NOK 18 635 million). Total investments amoun-
ted to NOK 11 180 million (NOK 13 344 million), of which NOK
3844 million was invested in Norway (NOK 7338 million). 67% of
the investments were in connection with expansion of production
capacity (85%).

Employees and organisation

A good and stimulating working environment, clear requirements
for managers and goal-oriented competency development are
strategically important areas in Statkraft. A mapping of Statkraft's
expertise needs was prioritised in 2014, and a new expertise
development concept will be implemented in 2015.

An employee survey is carried out every year in Statkraft and
the results indicate that Statkraft is a good place to work and that
the company has satisfied employees. As regards the indicator
”Job satisfaction”, Statkraft's score was 74 of 100, which is
above the Norwegian industry average (70).

Statkraft has a focused and systematic approach to recruit-
ment and remains an attractive employer both among graduates
and experienced employees. The Group has a trainee programme
which enrolled eight new trainees with different backgrounds and
nationalities in 2014.

Statkraft has a structured collaboration with represented
trade unions. In addition to national cooperation with trade
unions, Statkraft has a European works council (Statkraft Euro-
pean Works Council, SEWC), with employee representatives from
Norway, Sweden, Germany and the UK. SEWC is an important
forum where topics related to working life and labour rights are
addressed and discussed with Statkraft’s management.

The Group recognises the ILO Convention on labour rights and
relevant EU directives have been included in the SEWC agreement
with EPSU (European Federation of Public Service Unions), the
federation for European unions within the energy industry.

Statkraft wants a diverse working environment and considers
equal treatment a tenet in its recruitment and HR policy. Statkraft
strives to attain an even gender distribution in the Group, and
more women in managerial positions. At the end of 2014, 24% of
the Group’s employees were female (23%), and the percentage of
women in management positions was 22% (22%). The percentage
of women among new employees in 2014 was 25%. The per-
centage of women on Statkraft’s Board of Directors is 44%. The
average salary for women compared with men in Statkraft was
0.9 in 2014. The corresponding figure for management was 0.9.

At the end of 2014, the Group had 3348 (3493) full-time
equivalents. The Group has employees in 19 countries, and 34%
are located outside Norway (34%). The average service time in
Statkraft is 11.8 years and the employee turnover is 4.0% (6.0%).

Corporate Governance

Efficient and transparent management and control of the busi-
ness will form the basis for creating long-term values for the
owner, employees, other stakeholders and society in general,
and, as a result, contribute to sustainable and durable creation of
value. The role distribution between the Norwegian state as the
owner, the Board of Directors and the general management in the
company builds confidence in stakeholders through predictability
and credibility. Open and accessible communication will ensure
that the Group maintains a good relationship with society in
general and the stakeholders who are affected by the company’s
activities in particular.
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Statkraft follows the Norwegian State’s principles for sound
corporate governance, described in the White Paper Meld. St. 27
(2013-2014) Et mangfoldig og verdiskapende eierskap (diverse
and profitable State ownership), and is subject to reporting
requirements relating to corporate governance according to
Section 3-3b of the Accounting Act. Furthermore, Statkraft applies
the Norwegian Code of Practice for Corporate Governance (NUES)
within the framework established by the company’s organisation
and ownership. Deviations from the recommendation are due to
the fact that Statkraft is wholly owned by the Norwegian state.

Reference is also made to the separate description of corpo-
rate management in the annual report on Statkraft’s website.

The work of the Board of Directors

Hilde Drgnen, Elisabeth Morthen, Harald von Heyden, Vilde
Eriksen Bjerknes and Asbjgrn Sevlejordet joined the board as
new members in June, replacing Ellen Stensrud, Erik Haugane,
Silvija Seres, Lena Halvari og Odd Vanvik. Berit Rgdseth was
elected the new deputy chair.

The Board of Statkraft AS held eight board meetings in
2014. The Board has a strong focus on daily operations and
ongoing development projects. A significant part of the work
of the Board of Directors in 2014 was in connection with
development of investments and sale of assets in accordance
with the Group’s strategy.

The Board has a Compensation Committee consisting of the
chair of the Board and two of the Board members, and an Audit
Committee consisting of four Board members. The Compensation
Committee held two meetings during the course of the year, while
the Audit Committee held five.

Going concern

In accordance with the provisions of the Norwegian Accounting
Act, the Board of Directors confirms that the annual financial
statements have been prepared on the assumption that the
company is a going concern.

Profit allocation

The parent company Statkraft AS suffered a net loss of NOK
2442 million in 2014 (loss of NOK 876 million).

The Board of Statkraft SF proposes a dividend of NOK 6007
million, corresponding to 85% of the dividend basis. The dividend
basis is calculated as the consolidated result for Statkraft SF
after tax and minority interests, adjusted for unrealised gains
and losses. The dividend will be disbursed from Statkraft SF, and
in order to provide Statkraft SF with sufficient ability to disburse
dividend, the Board proposes the following allocation of the
annual profit in Statkraft AS:

The proposed dividend is deemed to be prudent based on
Statkraft AS’ equity and liquidity.

Coverage of loss

Amounts in NOK mill.

Net annual loss in Statkraft AS’ company accounts -2 442
Coverage of loss for the year:
Allocated dividend from Statkraft AS to Statkraft SF 5 600
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Outlook

Statkraft’s large reservoir capacity with seasonal and multiple-
year reservoirs provides the Group with substantial flexibility

to manage water resources efficiently. A significant share of

the Group’s power production is sold through long-term power
contracts, which helps stabilise the Group’s revenues. Additional
production capacity is under construction, and will increase
revenues when completed.

In an international perspective, there is a growing demand
for renewable energy. The Group is making major investments
to renovate the older hydropower plants in Norway and Sweden
and has investments in several new projects within hydropower,
wind power and district heating. Major changes in the European

power system are expected to create challenges, but also new
opportunities within renewable energy.

Hydropower is a profitable and climate-friendly energy source
in many emerging markets. Statkraft is implementing an integra-
tion of the enterprises in South America and South Asia, and is
planning further international growth based on its core expertise
within project development, operations, maintenance and market
operations. New projects are being planned within wind power in
Norway and in other countries where conditions are favourable.
Strengthening Statkraft’s equity enables the Group to develop its
position as an internationally leading supplier of pure energy.

The Board of Directors of Statkraft AS
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Olav Fjell
Chair of the Board

Harald von Heyden
Director
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Director
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President and CEO
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Declaration from the Board and CEO

We confirm to the best of our knowledge that the consolidated financial statements for 2014
have been prepared in accordance with IFRS as adopted by the EU, as well as additional in-
formation requirements in accordance with the Norwegian Accounting Act, and that the finan-
cial statements for the parent company for 2014 have been prepared in accordance with the
Norwegian Accounting Act and generally accepted accounting practice in Norway, and that the
information presented in the financial statements gives a true and fair view of the Company’s
and Group’s assets, liabilities, financial position and result for the period viewed in their en-
tirety, and that the board of directors’ report gives a true and fair view of the development,
performance and financial position of the Company and Group, and includes a description of
the key risks and uncertainties the companies are faced with.

The Board of Directors of Statkraft AS

Oslo, 4 March 2015
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Statkraft Group Management

Jon G. Brandsar

EVP Wind Power and Technologies.
Responsibilities: Wind power,
innovation, district heating and
small scale hydropower.

Hilde Bakken

EVP Power Generation
Responsibilities: Power generation
and central power generation staff
functions.

@istein Andersen

EVP International Hydropower.
Responsibilities: International
hydropower, project management
office, projects and development.

Christian Rynning-Tgnnessen
President and CEO

Asbjgrn Grundt

EVP Market Operations and IT.
Responsibilities: Trading and
origination, Nordic energy, Continental
and South American energy, IT.

Hallvard Granheim

CFO.

Resposibilities: Finance, treasury,
corporate audit, procurement,
investor relations and strategic
finance.

Steinar Bysveen

EVP Corporate Development.
Responsibilities: Corporate strategy,
corporate transactions, corporate
communication, corporate office,
industrial ownership, CR & HSE, legal,
public affairs and HR and employee
relations.
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FINANCIAL STATEMENTS

Statement of Comprehensive Income
Statkraft AS Group

NOK million Note 2014 2013
e 4 1220 ................ TR e Tis
Other operating revenues 13 4 008 1415
oo operatmg e PR e o ian
Energypurcha T 14,20 ............... Sy S5y
Transmission costs -1 185 991
Not ope ratmgreven e R SEEe 50506
Salanesandpayroll DR 1516 ................. T S ihe
Depreciation, amortisation and impairment 4,22,23 -4 071 -3 045
Property tax and licence fees 17 -1 630 -1 640
Other operating expenses 18 -3 493 -3422

Financial income 19 859 237
Financial expenses 19 -1 309 -1 351
Net currency effects 19, 20 -4 791 -9 403

Other financial i

Of which non-controlling interest 684 482

Of which majority interest 3209 274

OTHER COMPREHENSIVE INCOME
Items in other comprehensive income that recycle over profit/loss:

Changes in the fair value of financial instruments -907 -1 167
Income tax related to changes in fair value of financial instruments 276 339
Items recognised in associates and joint ventures -123 163
Exchange differences arising on translating foreign entities 7734 9 940
Reclassification currency translation effects related to foreign operations disposed of in the year -69 -

Items in other comprehensive income that will not recycle over profit/loss:
Remeasurement of defined benefit obligation -704 174
Income tax related to remeasurement of defined benefit obligation 184 49

Of which non-controlling interest 1322 881
Of which majority interest 8 962 8 480
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Statement of Financial Position
Statkraft AS Group

NOK million Note 31.12.2014 31.12.2013
R GETG T e s TR
Intangible assets 22 3439 3510
Property, plant and equipment 23 99 199 101 269
Investments in associates and joint ventures 4,24 19 027 16 002
Other non-current financial assets 25 6 093 2 540
Derivatives 28 5616 5295
Inventories 26 2 088 1796
Receivables 27 12 433 9 568
Short-term financial investments 443 464
Derivatives 28 6 816 5 559
Cash and cash equivalents (including restricted cash) 29 12 663 7 685
e R s B 555
e SRRy 55 ey

EQUITY AND LIABILITIES

Paid-in capital 56 361 49 011
Retained earnings 23 876 14 328
Non-controlling interests 7 823 7 769

Short-term interest-bearing debt 31 9 306 7 013
Taxes payable 21 3 546 3503
Other interest-free liability 32 9 808 9181
Derivatives 28 7 308 4 389

The Board of Directors of Statkraft AS
Oslo, 4 March 2015
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Olav Fjell Berit Rgdseth Halvor Stenstadvold
Chair of the Board Deputy chair Director
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Harald von Heyden Elisabeth Morthen Hilde Drgnen
Director Director Director
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Asbjgrn Sevlejordet Vilde Eriksen Bjerknes Thorbjgrn Holgs
Director Director Director
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Christian/Rynning-Tgnnesen
President and CEO
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FINANCIAL STATEMENTS

Statement of Cash Flow
Statkraft AS Group

NOK million Note 2014 2013
CASH FLOW ERON OPERATING RGTIVITEG e i e e
Profit before tax 7 937 2511
Profit+/loss- on sale of non-current assets -80 -89
Depreciation, amortisation and impairment 22,23 4 071 3045
Profit from the sale of shares and associates 5) -69 -153
Profit from restructuring of SN Power 5 -564 -
Profit from the sale of business 5 -2 559 121
Share of profit from associates and joint ventures 24 -661 -1101
Unrealised changes in value 20 4412 7 795
Taxes paid 21 -3 593 -2 629
3 ashflowfromoperatmgactlwtles ................................................................................................................................ SEg 5750
Changes in long-term items -52 -533
Changes in short-term items -2 674 -1911
Dividend from associates 729 1051
ot e i ope ratlng e o Sy 5108

CASH FLOW FROM INVESTING ACTIVITIES

Investments in property, plant and equipment ¥ 4 -8 801 -9 248
Proceeds from sale of non-current assets -17 9670
Business divestments, net liquidity accruing to the Group 2 5 4 688 327
Business combinations, net liquidity outflow from the Group 5 -74 59
Restructuring of SN Power, net liquidity outflow from the Group 3 5 -770 -
Loans to third parties -100 -298
Repayment of loans 390 94

Investments in other companie

CASH FLOW FROM FINANCING ACTIVITIES

New debt 31 1917 865
Repayment of debt 31 -3 900 -4 714
Capital increase 4 5000 -
Dividend and Group contribution paid -74 -3 094
Share issue in subsidiary to non-controlling interests 225 135

Currency exchange rate effects on cash and cash equivalents 362 400
Cash and cash equivalents 01.01 29 7 685 5 440
Cash and cash equivalents 31.12 % 29 12 663 7 685
Unused committed credit lines 12 000 12 000
Unused overdraft facilities 2 200 2 200
Restricted cash 29, 34 - -12

Y Investments in the cash flow are NOK 1093 million lower than investments in fixed assets in the segment reporting. Of this, NOK 246 million is related to the asset swap with Sogn og
Fjordane Energi AS, NOK 332 million due to aquisition of assets from investments not yet paid as of year-end 2014 and NOK 515 million related to translation difference from investment
date to year end.

2) Consideration received from business divestments amounted to NOK 5238 million, of which NOK 1437 million was settlement of debt. Consolidated cash was NOK 550 million.

3 Cash outflow are NOK 520 million lower than investments in other companies disclosed in the segment reporting. This is due to the restructuring of SN Power of NOK 444 million where
the investment in new SN Power is shown as an investment in joint venture, and NOK 76 million related to business combination as show on a separate line

4 In June a conversion of loan to share capital of NOK 2350 million from owner took place, and in December a capital increase of NOK 5000 million from owner was received
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Statement of Changes in Equity
Statkraft AS Group

Accu-
mulated Attributable Non-
Paid-in Other translation Retained to owners controling Total

NOK million capital equity differences equity of parent interests equity
Equityas 0f01.01.2013 0 45569 | 01822 11075 984T 55416 6934 62350
Net profit = 274 - 274 274 482 208
Items in other comprehensive income that recycle over profit/loss:

Changes in fair value of financial instruments = -1 270 - -1 270 -1 270 103 -1 167

Income tax related to changes in fair value of financial instruments = 355 - 355 355 -16 339

Equity holdings in associates and joint ventures = 112 - 112 112 51 163

Exchange differences arising on translating foreign entities = - 9 648 9 648 9 648 292 9 940
Items in other comprehensive income that not recycle over profit/loss:

Remeasurement of pension obligations = -129 - -129 -129 -45 174

Income tax related to remeasurement of pension obligations = 37 - 37 37 12 49
Totalcomprehensnvemcomeforthepenod1168 ......... SR §dss S SR
Dividend and group contribution - -4 000 - -4 000 -4 000 -198 -4 198
Business combinations/divestments ¥ 2 817 = = - 2817 - 2817
Capital increase 624 - - - 624 135 760
Transactions with non-controlling interests - = = - - 111 111
Liability from the option to increase shareholding in subsidiary - - - - - -94 -94
Bl ER Ol B P o 49011 16654 2327 14328 63338 7769 71107
Net profit = 3209 - 3 209 3209 684 3 892
Items in other comprehensive income that recycle over profit/loss:

Changes in fair value of financial instruments o 907 - -907 -907 = -907

Income tax related to changes in fair value of financial instruments = 276 - 276 276 - 276

Equity holdings in associates and joint ventures - -128 - -128 -128 5 -123

Reclassification currency translation effect related to foreign - - -86 -86 -86 18 -69

operations disposed off in the year

Exchange differences arising on translating foreign entities = - 7 066 7 066 7 066 668 7734
Items in other comprehensive income that not recycle over profit/loss:

Remeasurement of pension obligations = -629 - -629 -629 -75 -704

Income tax related to remeasurement of pension obligations o 160 - 160 160 23 184
Total comprehensive income for the period - 1981 6980 8962 8962 1322 10284
Dividend and group contribution = - - - - -72 -72
Business combinations/divestments 2 - 585 - 585 585 -1 424 -839
Capital increase 3 7 350 - - - 7 350 227 7577

Transactions with non-controlling interests - - s - - = -
Liability from the option to increase shareholding in subsidiary - - - - - = .

1'0n 1 April 2013, Statkraft SF transferred net assets worth NOK 3442 million to the group, of which NOK 624 million was reported as capital contribution and NOK 2817 million as other
paid-in equity.

2 Sale of Agua Imara in relation to the restructuring of SN Power Invest in June 2014 with an effect on equity of NOK 839 million.

3 In June 2014, a conversion of loan to share capital of NOK 2350 million from owner took place. In December 2014, Statkraft SF made a capital increase of NOK 5000 million.

The parent company has a share capital of NOK 33 billion, divided into 200 million shares, each with a par value of NOK 165. All shares have
the same voting rights and are owned by Statkraft SF, which is a Norwegian state-owned company, established and domiciled in Norway. Statkraft
SF is wholly owned by the Norwegian state, through the Ministry of Trade, Industry and Fisheries.

On 27 June 2014 Statkraft’s general assembly approved a disbursement of no dividend. For the current year the board has proposed to pay a
dividend of NOK 5600 million.

STATKRAFT ANNUAL REPORT 2014 41

SINIWILVLS TVIONVNIL




FINANCIAL STATEMENTS

Notes
Statkraft AS Group

Index of notes to the consolidated financial statements

General Balance sheet
Note 1  General information and summary of significant Note 22 Intangible assets

accounting policies Note 23 Property, plant and equipment
Note 2 Accounting judgements, estimates and assumptions Note 24 Associates and joint ventures
Note 3 Subsequent events Note 25 Other non-current financial assets
Note 4  Segment information Note 26 Inventories
Note 5 Business combinations and other transactions Note 27 Receivables

Note 28 Derivatives
Financial risk and instruments Note 29 Cash and cash equivalents
Note 6 Management of capital structure Note 30 Provisions
Note 7 Market risk in the Group Note 31 Interest-bearing debt
Note 8  Analysis of market risk Note 32 Other interest-free current liabilities
Note 9  Credit risk and liquidity risk
Note 10 Financial instruments Other information
Note 11 Hedge accounting Note 33 Contingencies, disputes etc.
Note 34 Pledges, guarantees and obligations

Income statement Note 35 Leases
Note 12 Sales revenues Note 36 Fees paid to external auditors
Note 13 Other operating revenues Note 37 Benefits paid to executive management and the
Note 14 Energy purchases Board of Directors
Note 15 Payroll costs and number of full-time equivalents Note 38 Related parties
Note 16 Pensions Note 39 Consolidated companies

Note 17 Property tax and licence fees

Note 18 Other operating expenses

Note 19 Financial items

Note 20 Unrealised effects recognised in the income statement
Note 21 Taxes
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Note 1 General information and summary of significant accounting policies

GENERAL INFORMATION

Statkraft AS (Statkraft) consists of Statkraft AS with subsidiaries.

Statkraft AS is a Norwegian limited company, established and domi-
ciled in Norway. Statkraft AS is wholly owned by Statkraft SF, which in
turn is wholly owned by the Norwegian state, through the Ministry of
Trade and Industry. The company’s head office is located in Oslo and
the company has debt instruments listed on the Oslo Stock Exchange
and London Stock Exchange.

Basis of preparation of the financial statements Statkraft’s conso-
lidated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) and interpretations
from International Financial Reporting Interpretations Committee
(IFRIC) as adopted by the EU.

Comparative figures The income statement, statement of financial
position, statement of equity, cash flow statement and notes provide
comparative information in respect of the previous period.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Below is a description of the most important accounting policies used in
the preparation of the consolidated accounts. These policies have been
used in the same manner in all presented periods, unless otherwise
stated. The consolidated accounts have been prepared on the basis of
the historical cost principle, with the exception of certain financial instru-
ments and derivatives measured at fair value on the balance sheet date.

Historical cost Historical cost is generally based on fair value of the
consideration given when acquiring assets and services.

Fair value Fair value is defined as the price that would be received

to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The measure-
ment of fair value is not contingent upon market prices being available or
whether other valuation techniques have been applied. When determi-
ning fair value, the management must apply assumptions that market
participants would have used in a similar valuation. Measurement

and presentation of assets and liabilities measured at fair value when
presenting the consolidated accounts are based on these policies, with
the exception of measuring net realisable value in accordance with IAS 2
Inventories and when measuring its value in use in accordance with IAS
36 Impairment of Assets.

Consolidation principles The consolidated financial statements com-
prise the financial statements of the parent company Statkraft AS and
subsidiaries. A subsidiary is an investee where Statkraft, as an investor,
exercises control. Control is achieved by an investor being exposed to, or
having rights to, variable returns as a result of ownership or agreements
entered into with the investee. When considering whether control exists,
Statkraft evaluate equity interests, voting rights, ownership structure and
relative strength, options controlled by Statkraft and other shareholders
and shareholder and operating agreements. Each individual investment
is assessed. Statkraft as an investor must have the ability to use its
power over the investee to affect its returns. To the extent that Statkraft
is considered to have control over an investee where Statkraft owns less
than 50 per cent, agreements must be in place which nonetheless gives
Statkraft control over the relevant activities which significantly affect
returns from the company invested in. The Group re-assesses whether or
not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the elements of control.

If necessary, the subsidiaries’ financial statements are adjusted to corre-
late with the Group’s accounting policies. Inter-company transactions and
inter-company balances, including internal profits and gains and losses,
are eliminated Subsidiaries are consolidated from the date when the
Group achieves control and are excluded from the consolidation when
control ceases.

Joint operations Joint operations are joint arrangements where the
participants who have joint control over an entity have contractual rights
to the assets and obligations for the liabilities, relating to the entity.

In joint operations, decisions about the relevant activities require the
unanimous consent of the parties sharing control. Agreements between
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participants describing the rights and obligations in the joint operations
will be decisive for whether equity interests in joint arrangements can
be considered joint operations. Entities established to produce power
and where the participants are the only buyers of the power produced,
as well as being responsible for the short term and long term financing
of the company, will as a rule be incorporated in Statkraft’s consolidated
accounts in accordance with a method corresponding to the proportio-
nate consolidation method.

Co-owned power plants Co-owned power plants, which are those
power plants where Statkraft owns shares regardless of whether they
are operated by Statkraft or one of the other owners, are recognised
in accordance with the proportionate consolidation method as joint
operation.

Sale of shares in a joint operation Gain/loss from a transaction where
the investment changes from being classified as a joint operation to be
classified as a joint venture or associated company the gain and losses
resulting from the transaction are recognized in the Group’s consolida-
ted financial statement only to the extent of other parties interest in

the joint operation. Hence, the carrying value of Statkraft's remaining
ownership is booked at continuity. In addition changed contractual rights
and obligations relating to the underlying asset or debt and changes

in the shareholders agreement might lead to a shift in the accounting
method. For Statkraft, this is expected to apply if the participants are
not the sole off-takers of the production and not responsible for the
obligation held by the entity.

Joint ventures Joint ventures are companies or entities where Statkraft
has joint control with one or several other investors. Joint ventures is

a type of joint arrangements which have a legal form separating the
participants from the assets and liabilities of the company so that the
obligations is limited to the capital contribution and the returns corre-
spond to the participant’s share of the profit. In a joint venture company,
decisions related to relevant activities must be unanimous between
participants which have joint control. Statkraft classifies its investments
based on an analysis of the degree of control and the underlying facts.
This includes an assessment of voting rights, ownership structure and
the relative strength, purchase and sale rights controlled by Statkraft
and other shareholders. Each individual investment is assessed. Upon
changes in underlying facts and circumstances, a new assessment
must be made as to whether this is still a joint venture. The Group’s
share of the companies’ profit/loss after tax, adjusted for amortisation
of excess value and any deviations from accounting policies, are pre-
sented on a separate line in the consolidated income statement. Such
investments are classified as non-current assets in the balance sheet
and are recognised at cost price adjusted for the accumulated share of
the companies’ profit or loss, dividends received, currency adjustments,
and equity transactions. Joint ventures are recognized in the consolida-
ted accounts using the equity method.

Associates Associates are companies or entities where Statkraft
has significant influence. Significant influence is present when one or
several investors do not have joint control and where significant deci-
sions are made through various combinations of shareholder majority.
The Group’s share in associates are recognized in the consolidated
accounts using the equity method and are presented on the same
financial statement line item both in the balance sheet and the profit/
loss as shares in joint ventures.

Leased power plants Power plants that are leased to third parties are
recognised in accordance with the proportionate consolidation method.
Leasing revenues are presented in other operating revenues, while
expenses relating with the operations in the power plants are recorded
under operating expenses.

Acquisitions The acquisition method is applied in business combina-
tions. The consideration is measured at fair value on the transaction
date, which is also the date when fair value of identifiable assets, liabi-
lities and contingent liabilities acquired in the transaction is measured.
If the accounting of a business combination is incomplete at the end of
the reporting period, in which the transaction occurred, the Group will
report preliminary values for the assets and liabilities. Temporary values
are adjusted throughout the measuring period of maximum one year

in order to reflect new information obtained about circumstances that
existed as of the acquisition date, if known, would have affected the
valuation on that date. Correspondingly, new assets and liabilities can
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Note 1 continued

be recognised. The transaction date is when risk and control has been
transferred and normally coincides with the completion date. Non-con-
trolling interests are recognised either at fair value or the proportionate
share of the identifiable net assets and liabilities. The assessment is
done for each transaction. Any differences between cost and fair value
for acquired assets, liabilities and contingent liabilities are recognised
as goodwill or recognised in income when the cost is lower. No provi-
sions are recognised for deferred tax on goodwill. Transaction costs are
recognised in the income statement when incurred.

The principles applying for the recognition of acquisition of associated
companies and joint ventures in the accounts are the same as those
applied to the acquisition of subsidiaries.

Revenues Revenues from the sale of energy products and services are
recognised when the risk and control over the goods have substantially
been transferred to the buyer and the consideration can be measured
reliably.

Energy revenues Energy revenues are recognised upon delivery, and
generally presented gross in the income statement. Realised gains
and losses from trading portfolios are, however, presented net as sales
revenues. Unrealised changes in value relating to physical and financial
contracts that are recognised in accordance with IAS 39, are classified
as sale revenues.

Realised revenues from physical and financial trading in energy con-

tracts are presented as sales revenues. Unrealised changes in value
relating to physical and financial contracts recognized in accordance

with IAS 39, are classified as sales revenue.

Distribution grid revenues Distribution grid activities are subject to a
regulatory regime established by the Norwegian Water Resources and
Energy Directorate (NVE). Each year, the NVE sets a revenue ceiling for
the individual distribution grid owner. Revenue ceilings are set partly

on the basis of historical costs, and partly on the basis of a norm. The
norm is established to ensure efficient operation by the companies.

An excess/shortfall of revenue will be the difference between actual
income and allowed income. The revenue ceiling can be adjusted in the
event of changes in delivery quality. Revenues included in the income
statement correspond to the actual tariff revenues generated during the
year. The difference between the revenue ceiling and the actual tariff
revenues comprises a revenue surplus/shortfall. Excess or shortfall

of revenue is not recognised in the balance sheet. The size of this is
stated in note 33.

Dividend Dividends received from companies other than subsidiaries,
associates and joint ventures are recognised as income when the
distribution of the dividend has been approved in the general assembly
of the distributing company.

Sale of property, plant and equipment When selling property, plant
and equipment, the gain/loss from the sale is calculated by comparing
the sales proceeds with the residual book value of the sold operating
asset. Profits/losses are recognised under other operating revenues
and other operating expenses respectively.

Public subsidies Public subsidies are included on a net basis in the
income statement and balance sheet. Where subsidies are connected
to activities that are directly recognised in the income statement, the
subsidy is treated as a reduction of the expenses related to the activity
that the subsidy is intended to cover. Where the subsidy is related to
projects that are recognised in the balance sheet, the subsidy is treated
as a reduction of the amount recognised in the balance sheet.

Foreign currency Subsidiaries prepare their accounts in the company’s
functional currency, normally the local currency in the country where the
company operates. Statkraft AS uses Norwegian kroner (NOK) as its
functional currency, and it is also the presentation currency for the con-
solidated accounts. When preparing the consolidated accounts, foreign
subsidiaries, associated companies and joint ventures are translated
into NOK in accordance with the current exchange rate method. This
means that balance sheet items are translated to NOK at the exchange
rate as of 31 December; while the income statement is translated
using monthly weighted average exchange rates throughout the year.
Currency translation effects are recognised in comprehensive income
and reclassified to the income statement upon sale of shareholdings in
foreign companies.
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Transactions from operations in foreign currency are translated to the
spot exchange rate on the transaction date, while the balance sheet
items are evaluated at the balance sheet date rates. Currency effects
are recognised under financial items. Gains and losses resulting from
changes in exchange rates on debt to hedge net investments in a
foreign entity are recognised directly in comprehensive income, and
reclassified to the income statement upon sale of the foreign entity.

Financial instruments

General Financial instruments are recognised when the Statkraft
becomes a party to the contractual provisions of the instrument. Initial
recognition of financial assets and liabilities are at fair value. Transac-
tion costs are added to or deduced from the financial asset or liability
unless the instrument is carried at fair value through profit and loss as
the transaction cost is recorded in the income statement immediately.
Financial assets and liabilities are classified on the basis of the nature
and purpose of the instruments into the categories “financial assets
at fair value through profit or loss”, “held-to-maturity investments”,
“available-for-sale financial assets” and “loans and receivables”. The
categories that are relevant for Statkraft and the accounting treatment
to be adopted for the financial instruments included in each of these
categories are described below.

Measurement of different categories of financial instruments

1) Financial instruments valued at fair value through profit
or loss

Financial contracts for the purchase and sale of energy-related
products are classified as derivatives. Energy derivatives consist
of both stand-alone derivatives, and embedded derivatives that are
separated from the host contract and recognized at fair value as if
the derivative were a stand-alone contract. Derivatives in this cate-
gory that are not embedded derivatives have mainly been acquired
for the purpose of selling in the short term.

Currency and interest rate derivatives have been acquired to
manage and reduce the Group’s exposure to currency and interest
rate fluctuations.

Physical contracts relating to the trading of energy-related products
included in trading portfolios and that are managed and followed
up on the basis of fair value, are settled financially, or contain
written options in the form of volume flexibility.

e Other financial assets held for trading.

Physical contracts for the purchase and sale of energy-related
products that are entered into as a result of mandates connected
to Statkraft’s own requirements for use or procurement in own
production normally fall outside the scope of IAS 39.

2) Loans and receivables are financial receivables or debt that is
not quoted in an active market. Loans and receivables are measu-
red at fair value upon initial recognition with the addition of directly
attributable transaction costs. In subsequent periods, loans and
receivables are measured at amortised cost using the effective
interest rate method, where the effective interest remains the
same over the entire term of the instrument. An impairment loss is
recognised in the income statement.

3) Assets held as available for sale are assets which are not
included in any of the above categories. Statkraft classifies strate-
gic long-term shareholdings in this category. The assets are initially
measured at fair value together with directly attributable transac-
tion costs. Subsequently, the assets are measured at fair value
with changes in value recognised in other comprehensive income.
Assets classified as held for sale where the fair value is less than
its carrying amount is impaired through the income statement if
the impairment is significant or permanent. Additional decline in
value will result in an immediate impairment. Impairment cannot
be reversed through the income statement before the asset is
disposed of.

4) Financial liabilities are measured at fair value on initial
recognition including directly attributable transaction costs. In
subsequent periods, financial liabilities are measured at amortised
cost using the effective interest rate method, where the effective
interest remains the same over the entire term of the instrument.

The determination of the fair value of such assets is described in
more detail in note 10.
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Note 1 continued

Financial instruments designated as hedging instruments Financial
instruments that are designated as hedging instruments or hedged
items in hedge accounting are identified on the basis of the intention
behind the acquisition of the financial instrument. In a fair value
hedge the value change will meet the corresponding change in value
of the hedged item, while the value changes for cash flow hedges and
hedges of net investments in foreign operations will be recognised in
other comprehensive income. See also the more detailed description
of hedge accounting in note 11..

Presentation of derivatives in the income statement and balance
sheet Derivatives not relating to hedging arrangements are recog-
nised on separate lines in the balance sheet under assets or
liabilities. Derivatives with respective positive and negative values
are presented gross in the balance sheet. Derivatives are presented
net provided there is legal right to the set off of different contracts,
and such set-off rights will actually be used for the current cash
settlement during the terms of the contracts. All energy contracts
traded via energy exchanges are presented net in the balance sheet.
Changes in the fair value of energy derivatives are recognised in

the income statement as sales revenues and energy purchases,
respectively.

Change in fair value of currency and interest rate derivatives are
presented together with realised finance income and costs.

Taxes

General Group companies that are engaged in energy generation in
Norway are subject to the special rules for taxation of energy com-
panies. The Group’s tax expense therefore includes, in addition to
ordinary income tax, natural resource tax and resource rent tax.

Income tax Income tax is calculated in accordance with ordinary
tax rules, so that the tax rate applied is at any time the adopted.
The tax expense in the income statement comprises taxes payable
and changes in deferred tax liabilities/assets. Taxes payable are
calculated on the basis of the taxable income for the year. Defer-
red tax liabilities/assets are calculated on the basis of temporary
differences between the accounting and tax values and the tax effect
of losses carried forward. Deferred tax assets are recognised in the
balance sheet to the extent that it is probable that the assets will
be realised. Tax related to items recognised in other comprehensive
income is also recognised in other comprehensive income, while tax
related to equity transactions is recognised in equity.

Natural resource tax 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.
Income tax can be offset against the natural resource tax paid. Any
natural resource tax that exceeds income tax can be carried forward
with interest to subsequent years, and is recognised as prepaid tax.

Resource rent tax Resource rent tax is a profit-dependent tax that is
calculated at a rate of 31% of the net resource rent revenue genera-
ted by each power plant. Resource rent revenue is calculated on the
basis of the individual power plant’s production hour by hour, multi-
plied by the spot price for the corresponding hour. The actual contract
price is applied for deliveries of concessionary power and power
subject to physical contracts with a term exceeding seven years.
Income from green certificates is included in gross resource rent
revenue. Actual operating expenses, depreciation and a tax-free allo-
wance are deducted from the calculated revenue in order to arrive at
the tax base. 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. From 2007
onwards negative resource rent revenues per power plant can be
pooled with positive resource rent revenues for other power plants.
Negative resource rent revenues per power plant from the 2006 fiscal
year or earlier years can only be carried forward with interest offset
against future positive resource rent revenues from the same power
plant. Deferred tax assets linked to negative resource rent carry-
forwards and deferred tax linked to other temporary differences are
calculated on the basis of power plants where it is probable that the
deferred tax asset will be realised within a time horizon of ten years.
The applied rate is a nominal tax rate of 31%. The tax-free allowance
is treated as a permanent difference in the year it is calculated for,
and therefore does not affect the calculation of deferred tax connec-
ted with resource rent.

STATKRAFT ANNUAL REPORT 2014

45

Deferred tax liabilities and deferred tax assets are recognised net
provided that these are expected to reverse in the same period. The
same applies to deferred tax liabilities and deferred tax assets con-

nected with resource rent tax. Deferred tax positions connected with
income tax payable cannot be offset against tax positions connected
with resource rent tax.

Classification as short-term/long-term Balance sheet items is clas-
sified as short-term when they are expected to be realised within 12
months after the balance sheet date. With the exception of the items
mentioned below, all other items are classified as long-term. Some
derivatives that are hedging instruments in hedge accounting are
presented together with the hedging item. The first year’'s repayments
relating to long-term liabilities are presented as current liability.

Intangible assets Intangible assets are carried at cost less accu-
mulated amortisation and accumulated impairment losses. Costs
relating to intangible assets, including goodwill, are recognised in the
balance sheet provided that the requirements for doing so have been
met. Goodwill and intangible assets with an indefinite useful life are
not amortised and are tested annually for impairment.

Research and development costs Research costs are expensed

as incurred. Development costs are capitalised to the extent that a
future economic benefit can be identified from the development of an
identifiable intangible asset.

Property, plant and equipment Investments in production facilities
and other property, plant and equipment are recognised at cost less
accumulated depreciation and impairment. Depreciation is charged
from the time the assets are available for use. The cost of property,
plant and equipment includes fees for acquiring or bringing assets
into a condition in which they can be used. Directly attributable
borrowing costs are added to cost. Expenses incurred after the
operating asset has been taken into use, such as ongoing repair and
maintenance expenses, are recognised in the income statement as
incurred, while other expenses that are expected to increase future
production capacity are recognised in the balance sheet. In the case
of time-limited licences, provisions are made for decommissioning
costs, with a balancing entry increasing the carrying amount of the
relevant asset.

Costs incurred for own plant investments are recognised in the
balance sheet as facilities under construction. Cost includes directly
attributable costs including interest on loans.

Depreciation is calculated on a straight-line basis over assets’ expec-
ted useful economic lives. Residual values are taken into account

in the calculation of annual depreciation. Periodic maintenance is
recognised in the balance sheet over the period until the time when
the next maintenance round is scheduled. The depreciation period is
adapted to the licence period. Estimated useful lives, depreciation
methods and residual values are assessed annually.

Land including waterfall rights is not depreciated, as the assets are
deemed to have perpetual life if there is no right of reversion to state
ownership.

Impairment Property, plant, equipment and intangible assets that
are depreciated, are reviewed for impairment at the end of every
quarter. When there are indications that future earnings cannot justify
the carrying value, the recoverable amount is calculated to consider
whether an allowance for impairment must be made. Intangible
assets with indefinite useful life are not amortised, but tested for
impairment once a year and when events or circumstances indicate
that the asset might be impaired. The recoverable amount is the
higher of the asset’s fair value less costs to sell and its value in use.
Value in use is calculated as future expected cash flows discounted
by using a required rate of return equal to the market’s required rate
of return for corresponding assets in the same industry. Provision
for decommissioning is not included in the value in use calculation.
The difference between the carrying amount and recoverable amount
is recognised as an impairment loss. For the purposes of assessing
impairment losses, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered an impair-
ment are reviewed for possible reversal of the impairment at each
reporting date.
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Note 1 continued

Cash-generating units A cash-generating unit (CGU) is the lowest level
at which independent cash flows can be measured. The highest level of
a CGU is a reported operating segment. CGU in Statkraft is defined as
follows:

Hydropower: Power plants located in the same water resource and
managed together to optimise power production.

Wind power plants: Wind turbines in a wind farm connected to a
common transformer

Gas power plants: A gas power plant normally constitutes a CGU unless
two or more plants are controlled and optimised together so that reve-
nues are not independent of each other.

District heating: Each plant together with associated infrastructure
including transmission lines.

Biomass power plants: The individual plants.
Segment is used as the lowest CGU for testing goodwill for impairment.

Leases Leases are recognised as finance lease agreements when

the risks and returns incidental to ownership have been substantially
transferred to Statkraft. Finance leases are capitalised at the commen-
cement of the lease at the fair value of the leased asset or, if lower, at
the present value of the minimum lease payments. When calculating the
lease’s present value, the implicit interest cost in the lease is used if it
is possible to calculate this. If this cannot be calculated, the company’s
marginal borrowing rate is used. Direct costs linked to establishing the
lease are included in the asset’s cost price.

The same depreciation period as for the company’s other depreciable
assets is used. However, if there is no reasonable certainty that the
Group will obtain ownership by the end of the lease term, the asset is
depreciated over the shorter of the estimated useful life of the asset
and the lease term.

Operating leases are mainly recognised as an expense on a straight-line
basis over the lease term. For leased production plants where use is
closely connected with the production, lease payments are measured by
consumption and presented as energy purchases.

Inventories

1) Green certificates and CO, certificates Green certificates, inclu-
ding el-certificates, are considered as a government grant and are
accounted for according to IAS 20 - Accounting for Government Grants
and Disclosure of Government Assistance. The mentioned certificates
are recognised as grants conditional to own production of power. It

is considered to be likely that Statkraft meets the conditions set out
by the government. Furthermore, it is also considered likely that the
grants will be received by the government and thus, the certificates
are accounted for as fair value at the time of production. The asset is
disclosed as a receivable until the certificate is awarded. Certificates
are accounted for as inventory when awarded. If the period from the
el-certificates are awarded to they are received exceeds one accoun-
ting period, the receivable are considered at the lowest of fair value at
the time of production and net realisable value. The change in value
is accounted for as adjustment of other income. Accounting for CO,
certificates are correspondingly.

Generation- and end-user business are organised as two separate line
of businesses. El-certificates received from own productions are as
such not used to settle the emission liability in the end-user business.
To meet the Group’s obligation for delivering certificates, the end-user
business purchases the certificates in the market. El certificates
purchased in the market are recognized as Inventory in accordance
with IAS 2 as they are held for sale in the ordinary course of business
and are recognized at the lowest of cost and net realizable value. If
the certificates are held to settle the emission liability, the liability is
measured according to the book value of the certificates. Any obliga-
tion not settled is measured at fair value of the El-certificate at the
balance sheet date.

Green certificates and CO, certificates held for sale are recognised
as inventory and are measured at net realisable value. Net realisable
value is sale price less expected transaction cost.

2) Other inventories Other inventory are accounted for at the lowest
of cost price and net realizable amount.

Cost is allocated to specific inventories where possible. For exchangea-
ble goods, cost is allocated in accordance with the weighted average or
the FIFO (first in, first out) method.

Cash and cash equivalents Cash and cash equivalents includes certi-
ficates and bonds with short residual terms at the time of acquisition.
The item also includes restricted cash. The amount of restricted cash is
specified below the cash flow statement and in note 29. Market settle-
ments for derivatives connected with financial activities (cash collateral)
are recognised in the balance sheet. Bank deposits, cash and similar
from joint operations are also presented under this line item.

Equity Dividends proposed at the time of approval of the financial
statements are classified as equity. Dividends are reclassified as current
liabilities once they have been approved by the General Assembly.

Provisions, contingent assets and contingent liabilities Provisions
are only recognised where there is an existing obligation as a result of
a past event, and where it is more than 50% probable that an obligation
has arisen. It must also be possible to reliably measure the provision.
With lower probability the conditions will be stated in the notes of the
financial statements unless the probability of payment is very low.
Provisions are recognised in an amount that is the best estimate of
the expenditure required to settle the present obligation at the balance
sheet date.

Onerous contracts Obligations arising under onerous contracts are
recognised and measured as provisions. An onerous contract is conside-
red to exist where the Group has a contract under which the unavoidable
costs of meeting the obligations under the contract exceed the economic
benefits expected to be received from the contract.

Concessionary power, licence fees and compensation Each year,
concessionary sales are made to local authorities at statutory prices
stipulated by the Norwegian Parliament (Stortinget). The supply of
concessionary power is recognised as income on an ongoing basis in
accordance with the established concessionary price. In the case of
certain concessionary power contracts, agreements have been made
regarding financial settlement in which Statkraft is invoiced for the dif-
ference between the spot price and the concessionary price. Such con-
cessionary contracts are not included in the financial statements. The
capitalised value of future concessionary power obligations is estimated
and disclosed in note 30.

Licence fees are expensed as they accrue and are paid annually to
central and local government authorities. The capitalised value of future
licence fees is estimated and disclosed in note 17.

The Group pays compensation to landowners for the right to use
waterfalls and land. In addition, compensation is paid to other parties
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 compensa-
tional power. The present value of obligations connected to the annual
compensation payments and free power are classified as provisions for
liabilities. Annual payments are recognised as other operating expenses,
while non-recurring items are offset against the provision.

Pensions

Defined benefit schemes A defined benefit scheme is a retirement
benefit scheme that defines the retirement benefits that an employee
will receive on retirement. The retirement benefit is normally set as a
percentage of the employee’s salary. To be able to receive full retire-
ment benefits, contributions will normally be required to be paid over a
period of between 30 and 40 years. Employees who have not made full
contributions will have their retirement benefits proportionately reduced.
The liability recognised in the balance sheet which relates to the defined
benefit scheme is the present value of the future retirement benefits
that are reduced by the fair value of the plan assets. The present value
of future benefits in the pension schemes accrued at the balance sheet
date is calculated by accrued benefits method.

Remeasurement gains and losses attributable to changes in

actuarial assumptions or base data are recognised in other
comprehensive income.
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Net pension fund assets for overfunded schemes are classified as non-
current assets and recognised in the balance sheet at fair value. Net
retirement benefit liabilities for underfunded schemes and non-funded
schemes that are covered by operations are classified as long-term
liabilities.

The net retirement benefit cost for the period is included under salaries
and other payroll costs, and comprises the total of the retirement bene-
fits accrued during the period, the interest on the estimated liability and
the projected yield on pension fund assets.

Defined contribution schemes A defined contribution scheme is a
retirement benefit scheme where the Group pays fixed contributions to a
fund manager without incurring further obligations for Statkraft once the
payment has been made. The payments are expensed as salaries and
payroll costs.

SEGMENTS

The Group reports operating segments in accordance with how the
Group management makes, follows up and evaluates its decisions. The
operating segments have been identified on the basis of internal mana-
gement information that is periodically reviewed by the management and
used as a basis for resource allocation and key performance review.

STATEMENT OF CASH FLOW

The cash flow statement has been prepared using the indirect method.
The statement starts with the Group’s profit before taxes in order

to show cash flow generated by operating activities. The cash flow
statement is divided into net cash flow from operations, investments
and financing activities. Dividends disbursed to the owner and to non-
controlling interests are presented under financing activities. Receipts
and payments of interest and dividends from associated companies are
presented as provided cash flow from operations.

In 2013, Statkraft made an early implementation of IFRS 10 - Conso-
lidated Financial Statements, IFRS 11 - Joint Arrangements, IFRS 12

- Disclosure of Interests in Other Entities, changes in IAS 27 - Separate
Financial Statements and changes in IAS 28 - Investment in Associates
and Joint Ventures. The effects of implementation of the mentioned
standards were described in the annual report for 2013 Changes in
accounting policies in 2014 have minimal impact on the annual acco-
unts of Statkraft. Changes in standards in 2014 which affect Statkraft:

IAS 36 Impairment of Assets The change means that information

of the recoverable amount of the impaired asset must be presented
when the recoverable amount is based on fair value less transaction
cost. This change should be seen in context with IFRS 13 - Fair Value
Measurement. The change is adopted from 1 January 2014 going
forward.

IAS 32 Financial Instruments: Presentation IAS 32 has been
changed in order to clarify the meaning of “currently has a legally
enforceable right to set-off”. Furthermore, the change has been made
to clarify the use of the criteria for counterclaim for “simultaneous
realization and settlement”. The change is adopted from 1 January
2014 going forward

The following standards and interpretations adopted effectively from
2015 and thus will give effect on the financial statements in further
periods.

IFRIC 21 Levies Levies Interpretation of when an obligation to pay
levies related to the company’s ordinary activities arises. This does
not include levies related to income taxes, fines etc. The interpreta-
tion clarifies that recognition of the liability should be made when the
activity which leads to the liability occurs. The change will have an
effect on the accrual of expensed levies between different quarters.
However, the interpretation is not believed to have any effect on the
financial year as a whole.

IAS 19 Employee Benefits The amendments to IAS 19 clarify how an
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entity should account for contributions made by employees of third
parties that are linked to services to defined benefit plans, based on
whether those contributions are dependent on the number of years of
service provided by the employee.
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IASBs improvement program 2010, 2012 and 2013

IFRS 3 Business Combinations The change clarifies that contingent
considerations which are classified as either assets or liabilities
should be measured at fair value at each reporting day in accor-
dance with IAS 32 Financial Instruments: Presentation. The existing
reference to IAS 37 - Provisions, Contingent Liabilities and Contingent
Assets is removed (2012). Furthermore, the standard now clarifies
that IFRS 3 is not applicable to the financial statement of any joint
venture as defined in IFRS 11 Joint Arrangements.

IFRS 13 Fair Value Measurement Clarification that the scope of the
portfolio-exception includes all financial instruments as defined in IAS
39 and IFRS 9. This is regardless of whether they are defined as a
financial asset of financial liability according to IAS 32.

Interpretations not approved, but relevant for Statkraft which can give
effect on the financial statement in future period:

IFRS 10 Consolidated Financial Statements and IAS 28 Investments
in Associates IASB has proposed changes in IFRS 10 and IAS 28.
The change clarifies how to recognize gain and loss when selling or
transferring assets to associates and joint ventures. The change is
effective for annual periods beginning 1 January 2016 or later. Early
implementation is allowed.

IFRS 15 Revenue from Contracts with Customers The standard
applies for all contracts with customers. The main principle is that

an entity shall recognize income in a way that reflects the transfer of
goods or services to the customers with an amount which reflects
what the entity is expecting to receive from the transfer. IFRS 15 is
effective for reporting periods beginning 1 January 2017 or later. Early
implementation is allowed. The new standard, which replaces IAS

18 Revenue, is not expected to have material impact on the Group’s
financial statement.

IFRS 9 Financial Instruments IASB has completed IFRS 9 in 2014.
The standard comprises new regulation on classification and measu-
rement of financial assets and financial liabilities, hedge accounting
and impairment of financial assets. The standard is effective for
reporting periods starting 1 January 2018 or later. Early implementa-
tion is allowed. Evaluation of the potential effects that IFRS 9 has on
the Group has begun.

IASBs improvement program 2012-2014

IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations The changes give guidance when an entity reclassifies
non-current assets (or disposal groups) from held for sale to held
for distribution to owners (or vice versa). Such reclassifications are
not considered to be change of the plan to sell or distribute the non-
current assets. Thus, the requirements of classification, presentation
and measurement according to the new disposal method are valid.
Furthermore, the change clarifies that when the criteria for held for
distribution is no longer met, the assets are to be presented as
assets that are no longer classified as held for sale. The changes
require retrospective application.

IAS 19 Employee Benefits The change clarifies that corporate bonds
used to determine the discount rate should be issued in the same
currency as the pension cost. The change should be implemented at
the beginning of the first comparable period presented in the annual
accounts.

IAS 34 Interim Financial Accounts The changes clarifies information
from IAS 34 that is presented in the interim financial report, but not
presented in the interim financial statement, and the need for cross-
reference in those situations. The change should be amended in retro-
spect in accordance with IAS 8. The change is effective for annual
reports beginning 1 January 2016 or later. Early implementation of
some changes are allowed, thus without implementing all changes
earlier. Implementation of the changes in Norway is conditional of
approval in EU. Expected time of approval is in 3 Quarter 2015.



FINANCIAL STATEMENTS

Note 2 Accounting judgements, estimates and assumptions

When preparing the consolidated accounts in accordance with IFRS
and applying the Group’s accounting policies, management of the
company must exercise judgement, prepare estimates and make
assumptions that influence the items in the income statement,
balance sheet and notes. Estimates and assumptions applied are
based on experience with similar judgements in previous periods,
expertise from experts in the Group, changes in framework conditions
and other relevant information. Accounting judgements, estimates
and assumptions are to a large extent influenced by management’s
assessment of future revenues. Expected future revenues are based
on a combination of expectations regarding future prices, production
volumes, regulatory issues, infrastructure maturity and project risk.
Observable market prices in liquid periods are applied in the valuation
of future revenues. For later periods, a combination of Statkraft’s
expectations for long-term market prices, including carbon price and
subsidy scheme developments, is applied, plus expected capacity
payments.

Estimates and assumptions may change over time and are subject

to continuous review. Actual figures may deviate from recognised
estimates. The effect on the income statement of estimate deviations
and changed estimates and assumptions is recognised in the period
in which the change occurs or accrued over the periods affected by
the change.

Accounting judgements that are of material importance to the
Group’s Financial Statements are as follows:

Impairment The Group has significant carrying amounts in property,
plant and equipment, intangible assets and investments in associa-
tes and joint ventures. These assets are tested for impairment when
indicators of possible impairment of value exist, i.e. there is a risk
of the recognised value exceeding the recoverable amount. Goodwill
is tested annually for impairment. An impairment test can result in a
need to recognise significant loss in relation to assets recognised in
the balance sheet.

Calculation of recoverable amount, which is the higher of fair value
less cost of disposal and value in use, is based on future cash
flows where long-term price paths, expected production volumes and
required rate of return are the most important factors. Considerable
judgement is exercised by the management to estimate the develop-
ment of these factors.

When determining the value in use of property, plant and equipment
under construction, accrued expenses on the balance sheet date and
remaining investment framework approved by Statkraft’'s management
are included. Expected maintenance investments are included for
commissioned power plants.
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Business combinations Statkraft must allocate the consideration
for acquired businesses to acquired assets and liabilities, based on
the estimated fair value. If the combinations are achieved in stages,
fair value must also be calculated of the current ownership interest
when de-facto control is transferred to Statkraft. Changes in fair value
are recognised in profit or loss. For major acquisitions, Statkraft uses
independent external advisors to assist in the determination of the
fair value of acquired assets and liabilities. This type of valuation
requires management to make judgements as regards valuation
method, estimates and assumptions. Management’s estimates of
fair value and useful life are based on assumptions supported by
the Group’s experts, but with inherent uncertainty. Actual results may
therefore deviate from the estimates.

Deferred tax asset Recognition of deferred tax assets involves judg-
ment, and is carried out to the extent that it is probable that it will be
utilised. The Group also recognises deferred tax assets associated
with resource rent taxation from production revenues from Norwegian
power plants in the balance sheet. Deferred tax assets relating to
resource rent revenue carry-forwards are recognised in the balance
sheet with the amount expected to be utilised within a period of ten
years. The period over which negative resource rent revenues can

be used is estimated on the basis of expectation relating to future
revenues.

Non-financial energy contracts According to IAS 39, non-financial
energy contracts that are covered by the definition of “net financial
settlements” shall be treated as if these were financial instruments.
This will typically apply to contracts for physical purchases and sales
of power and gas. Management has reviewed the contracts that are
defined as financial instruments, and those contracts that are not
covered by the definition as a result of “own use” exception.

Property, plant and equipment Property, plant and equipment is
depreciated over its expected useful life. Expected useful life is
estimated based on experience, historical data and accounting
judgements, and is adjusted in the event of any changes to the
expectations. Residual values are taken into account in calculating
depreciation. Estimates of decommissioning obligations, which

are included as part of the plant’s carrying amount, are subject to
ongoing reviews.

Pensions The calculation of pension liabilities involves the use of

judgement and estimates across a range of parameters. The disco-
unt rate is based on high- quality corporate bonds (OMF). Statkraft

is of the opinion that the OMF market represents a deep and liquid
marked with relevant durations that qualify as a reference interest

rate in accordance with IAS 19.
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Note 3 Subsequent events

Desenvix Statkraft has on 13 February 2015 agreed with Jackson
Empreendimentos S.A. to acquire its shares in the Brazilian power
company Desenvix Energias Renovaveis S.A. Desenvix owns, operates
and maintains hydro and wind power plants in Brazil. Statkraft will
after the acquisition own 81,3%, and thus become the majority owner
of Desenvix.

The agreement is conditional upon necessary approvals by the third
owner of Desenvix, Brazilian pension fund FUNCEF (18.7%), as well

as by certain creditors, the Brazilian Electricity Regulatory Agency
(ANEEL), and the Brazilian Antitrust Agency (CADE). The parties expect
to complete the transaction in the course of the third quarter of 2015.
The purchase price for the shares are approximately BRL 500 million.

Triton Knoll Statkraft and RWE Innogy GmbH signed in February 2015
an agreement to jointly develop the Triton Knoll Offshore Wind Farm
which has an expected capacity of up to 900MW. The wind farm is
located off the east coast of England. The deal will see Statkraft take
a 50% stake in Triton Knoll Offshore Wind Ltd which is organized as a
joint venture. The development and construction phases will be delive-
red by a joint RWE/Statkraft project team, managed by Statkraft and
drawing upon the competencies of both companies. Investment deci-
sion for the wind farm is scheduled to be in 2017. Total investment

for the entire project is estimated to be between GBP 3 billion and
GBP 4 billion.

Tofte/Sodra Statkraft and Sédra established in February 2015 a
joint venture called Silva Green Fuel AS, with a goal to establish future
production of bio fuel based on biomass at the industrial site of the
former cellulose factory at Tofte in Hurum, Norway. Statkraft and
Sddra’s ownership shares in the new joint venure are 51% av 49%,
respectively. In addition, as a part of the agreement Statkraft acquired
all the shares in Statkraft Tofte AS, previously called Sédra Cell Tofte
AS. Total investment from acquisition of the shares in Sddra Cell Tofte
AS and establishment of Silva Green Fuel AS is aproximately NOK 250
million.

Empresa Eléctrica Pilmaiquén Statkraft has on 25 February signed
an agreement to acquire a majority of the shares in the listed Chilean
hydropower company Empresa Eléctrica Pilmaiquén. Completion of
the transaction requires fulfillment of certain conditions, including

a minimum of 75% of the shareholders accepting the offer. The pur-
chase price is approximately USD 182 million for 75% of the shares.

Issue of bonds In January 2015, Statkraft issued bonds for NOK
3300 million.

Note 4 Segment information

Statkraft’s segment reporting is in accordance with IFRS 8. The Group
reports operating segments in accordance with how the Group mana-
gement makes, follows up and evaluates its decisions. The operating
segments have been identified on the basis of internal management
information that is periodically reviewed by the management and used
as a basis for resource allocation and key performance review.

We are presenting the underlying results for each of the segments.
The underlying results consist of ordinary results, adjusted for unrea-
lised effects from energy contracts (excluding Trading and Origination)
and material non-recurring items.

The segments are:

Nordic hydropower includes hydropower plants in Norway and
Sweden. The production assets are mainly flexible.

Continental energy and trading includes gas power plants in
Germany and Norway, hydropower plants in Germany and the UK and
bio-based power plants in Germany, as well as Baltic Cable AB, the
subsea cable between Sweden and Germany. The segment includes
Trading and Origination, market access for smaller producers of
renewable energy, as well as revenue optimisation and risk mitigation
related to both the Continental and Nordic production.

STATKRAFT ANNUAL REPORT 2014

49

International hydropower operates in emerging markets with expec-
ted high growth and substantial need for energy. Statkraft’s invest-
ments in hydropower internationally are part of the Group’s long-term
strategy where the Group’s expertise is exploited to ensure increased
supply of renewable energy and profitable growth.

Wind power includes Statkraft’s operation and development in land-
based and offshore wind power. The segment operates in Norway,
Sweden and the United Kingdom.

District heating operates in Norway and Sweden.

Industrial ownership includes management and development of
Norwegian shareholdings within the Group’s core business, as well as
the end-user business in Fjordkraft.

Other activities include small-scale hydropower and group functions.
Group items include adjustment of non-recurring items, unrealised

effects on energy contracts excluding Trading and Origination, elimina-
tions and unallocated assets.
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Note 4 continued

Accounting specification per segment

Continental Inter-
Segments Statkraft AS Nordic Energy & national District Industrial Other Group
NOK million Group Hydropower Trading Hydropower Wind power heating  ownership activities ltems

Operating profit, underlying

Unrealised value changes energy contracts - 1545 925 - - -

Significant non-recuring items .................n L AT8 16..... 937...13%8 ... 13.........80........46...:2053
Operating profit 13 560 10 500 2174 -789 1344 22

Share of profits/losses from associated

and joiNtVentUres . ... ... e 661 T 240 ... 363.......... < 938 T 2
Profit before financial items and tax 14 220 10 500 2174 1029 1707 25 1482 -644 5
Balance sheet 31.12.14

Investments in associates

and joint ventures 19 027 - - 6 957 3072 7 8 986 - 4
Otherassets . ... 148790 55054 ..5560 15642 7461 337314852 25183 21666
Total assets 167 817 55 054 5560 22599 10533 3380 23838 25183 21670
Depreciation, amortisation and impairment 4071 1324 -320 -1191 -490 -142 -498 -106 -
Maintenance investments and other investments 2 368 1673 85 65 1 7 470 67 -
Investments in new production capacity 7 525 439 17 3073 3197 309 354 137 -
Investments in shares 1287 - - 1126 159 - 2 - -
2013

Operating revenues external, underlying 49564 10506 23800 1215 39 640 7 420 192 5754

Operating profit, underlying

Unrealised value changes energy contracts - 2279 1022 - - - 21 43 -3278
Significant non-recurring items . ...n.....164 .97 ....162 . A90 .....86. . . . ...i......:i...125
Operating profit 13002 11239 1004 247 -87 82 1130 -607 -7
Share of profits/losses from associated

andjointventures 1101 o3 458 A 640 el :
Profit before financial items and tax 14 103 11 239 1 007 705 -88 82 1770 -607 -7

Balance sheet 31.12.13
Investments in associates

and joint ventures 16 002 - - 6 559 1 - 9438 - 4
OErASSELS. ..o 137.685..55.134....5407..13509 12321 3188 14714 53899 -20487
Total assets 153 687 55134 5407 20068 12322 3188 24152 53899 -20483
Depreciation, amortisation and impairment 3045 -1247 -330 -185 -595 -137 474 -78 -
Maintenance investments and other investments 1 980 1 399 86 42 11 2 440 - -
Investments in new production capacity 11 303 4 476 316 2672 2531 417 497 393 -
Investments in shares 62 - - 50 1 - - 11 -
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Note 4 continued

Specification of non-recurring items:
NOK million

Unrealised value changes energy contracts, excl. Trading and Origination

Significant non-recurring items
Lawsuit related to Saurdal power plant - concessionary power
Revenue recoghnition related to termination of energy contract
Bargain purchase in step acquisition of Devoll
Pension scheme change
Gain on sale of assets
Cost related to purchase in step acquisition of biomass companies

Specification per product
Reference is made to note 12.

Specification per geographical area

..................................................... 2004 2003
2 396 3288
2 053 125
56
- 164
- 162
280 -
2767 86
- 97
e OB 190
4 449 3413

External sales revenues are allocated on the basis of the geographical origin of generating assets or activities.

Non-current assets consist of property, plant and equipment and intangible assets except deferred tax and are allocated on the basis of the

country of origin for the production facility or activity.

Geographical areas Statkraft AS

NOKMIIION e Group ...
2014

Sales revenues external 48 246
Non-current assets as of 31.12. . ... 101166 ..
2013

Sales revenues external 48 148
Non-current assets as of 31.12. 103 487

Information regarding significant customers

...... Norway . ........Germany ... .Sweden _ . .. ..UK_ .. ...0ter
22 579 14 720 265 5 240 5443
LBT276 4688 .. 23734 ... 1641 .. 13828
25 690 15 703 79 4690 1985
56 168 4800 21308 8755 12 456

No external customers account for 10% or more of the Group’s operating revenues.

Note 5 Business combinations and other transactions

SALE AND RESTRUCTURING OF BUSINESS IN 2014

SN Power AS On June 6th, the agreement between Statkraft and
Norfund to restructure SN Power AS was completed. The agreement
lead to incorporation of a new company, SN Power AS, owned by Stat-
kraft and Norfund 50% each. The gains related to the restructuring are
NOK 455 million, recognised as other financial income, and NOK 108
million recognised as other operating revenue. The gains recognised
are related to transfer of business in the Philippines and transfer of
Agua Imara to SN Power AS, respectively. The net cash effect as a
result of the transaction is that Statkraft has paid NOK 410 million to
Norfund, as well as disbursing NOK 60 million to the new SN Power. As
Agua Imara is no longer part of the Group as a subsidiary, the Group’s
cash reserve has been reduced by NOK 300 million. The effect of the
transaction on total equity is a decline of NOK 839 million, related

to non-controlling interests in Agua Imara. See note 24 for further
information.

Statkraft Suomi Oy. Sale of the power plants in Finland with a produc-

tion of 0.3 TWh per year was implemented at a sale price of about NOK
2 billion on 15 August. The net gain of NOK 1213 million is recognised

as other operating revenue.

Wind UK Invest Ltd. On 30 July, the sale of 49% of the shares in Wind
UK Invest Ltd (WUKI), which owns the onshore wind farms Alltwalis,
Baillie and Berry Burn in the UK, was concluded. Following the transac-
tion, WUKI will go from being a subsidiary to being an investment in a
joint venture. The gain of NOK 1063 million is recorded as other opera-
ting revenues. The gain shows realised gains from the downsale from
100% to 51% and an adjustment from carrying value to fair value of the
51% share which Statkraft still owns. The fair value of remaining shares
is recognised at NOK 874 million. See note 24 for further information.
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Scira Offshore Energy Ltd. On 25 November, Statkraft sold 20% of
its shares in the company Scira Offshore Energy Ltd (Scira), which
owns the Sheringham Shoal offshore wind farm in the UK. Statkraft
owns 40% of Scira after the sale. The accounting gain from sale of
the shares is NOK 283 million and is recorded as other operating
revenue. The gain shows the total realised gain from the sale from
50% to 40% of the shareholding in the company, as well as cur-
rency gains on the investment in Statkraft’s ownership period. The
sale entails that Statkraft will change the accounting method for
Scira, from joint operations to joint ventures. This means there is
no new measurement of remaining shares in Scira. On the basis of
the transaction in Scira, previous impairments in the company were
reversed. This reversal comes in addition to the accounting gain and
is NOK 341 million. The reversal is recorded as share of profit from
associated companies and joint ventures. See note 24 for further
information.

BUSINESS COMBINATIONS 2014

Andershaw Wind Power Ltd. On 14 September 2014, Statkraft UK
Ltd. acquired the remaining 50% of shares in the company Andershaw
Wind Power Ltd. for a purchase price of NOK 59 million. The fair value
of the shares which Statkraft owned prior to the acquisition have been
assessed at fair value and gains of NOK 69 million have been recorded
as other financial items. Procured assets and assumed liabilities in the
acquisition are assessed at fair value. A preliminary allocation shows
that excess value is mainly identified in connection with tangible fixed
assets with NOK 137 million.
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Note 5 continued

Allocation of cost price

for business combinations in 2014 e Andershaw Wind Power *)
Acquisition date 14.09.2014
Voting rights/shareholding acquired through the acquisition 50%
Total voting rights/shareholding following acquisition 100%
Measurement of NON-CONIOlINg IMEIOSTS e N/A
Consideration

NOK million

Identification of excess value, attributable to:

Intangible assets -
PRIty Dl AN U DI Ot ettt DT,
Gross excess value

Deferred tax on excess value 27
Nt eXCeSS VAU e 110
Fair value of net acquired assets, excluding gOoaWill | e DL
Of which

Maijority interests 91
O O O O S S e
Total 91
Total acquisition cost 118
Fair value of net acquired assets, acquired

by the majority through the tranSaction | et DL
Goodwill 2 27

1 The allocation of purchase price is deemed to be provisional pending the completion of the final valuation of the acquired assets and liabilities.
2l As a result of calculated deferred tax liabilities, a technical goodwill of NOK 27 million has been estimated.

LA PO ROOPPRRPPRRPROE o L1+ - 6 1.c AL Ll
Book value of net acquired assets

Intangible assets -
Property, plant and equipment 13
O U O BSSOUS e et 13
Cash and cash equivalents 2
Receivables R

Long-term interest-bearing liabilities -
Other interest-free liabilities 34

Total acquisition cost 118
Non-cash elements of acquisition COSt D9
Consideration and cost in cash and cash equivalents 59
Sale of receivable 17
Cash and cash equivalents in acquired companies 2

Contribution to gross operating revenue since acquisition date -
Contribution to net profit Since acqUISILION dalte | i e D
Proforma figure 2014 gross operating revenue -
Proforma figure 2014 net Profit after taX | e e D
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Note 5 continued

BUSINESS COMBINATIONS 2013

Devoll Hydropower Sh.A. On 7 May, Statkraft acquired the remaining
50% of the shares in Devoll Hydropower Sh.A., and now owns 100%
of the shares. The cost price of 100% of the shares in the step acqui-
sition totalled NOK 162 million. The net assets in Devoll were NOK
324 million. The preliminary acquisition analysis shows a purchase
at beneficial terms, with NOK 162 million immediately recognised as
income.

Biomasseheizkraftwerk Landesbergen GmbH and Biomasseheizkraft-
werk Emden GmbH On 31 August, Statkraft acquired the remaining

50% shareholding in the biomass power plant Biomasseheizkraftwerk
Landesbergen GmbH and the 70% shareholding in Biomasseheizkraft-
werk Emden GmbH, and now wholly owns both companies. The seller

Allocation of cost price
for business combinations in 2013

Acquisition date
Voting rights/shareholding acquired through the acquisition
Total voting rights/shareholding following acquisition

Consideration
NOK million

Identification of excess value, attributable to:
Intangible assets

Gross excess value
Deferred tax on excess value

of both shareholdings was E.ON. In 2009, Statkraft entered into an
agreement with E.ON on delivering operation and maintenance (O&M)
services to these biomass power plants. The O&M agreement was
terminated in connection with the stepwise acquisition. The agre-
ement existed prior to the stepwise acquisition and has not met the
recognition criteria for the balance sheet in previous periods, hence an
amount of NOK 97 million has been expensed in the third quarter. The
net assets in the power plants have been valued at zero.

Ortnevik Kraftlag AS and Knutfoss Kraft AS On 6 December,
Smakraft AS acquired the companies Ortnevik Kraftlag AS and
Knutfoss Kraft AS. The cost price for 100% of the shares in the two
companies totalled NOK 9 million. The net assets in the companies
amount to NOK 1 million and NOK -6 million. The preliminary acquisi-
tion analysis’ has identified excess value of NOK 14 million in total.

Devollyaronoverisn. N OthEI{aCq SO fota;
07.05.2013
50%
100% 100%

Not applicable Not applicable

- 9 9
e EB2 ] T A02
v 382 AT
................... 324 e P 319
......................... e L 1A

- 14 14

Of which
Majority interests

Total acquisition cost
Fair value of net acquired assets, acquired

162 9 171
................... 324 e D333
-162 - -162

Y There is no goodwill for Devoll which is deemed to be a bargain purchase. This resulted in the immediate recognition of NOK 162 million as income.
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Note 5 continued

NOK million

Book value of net acquired assets
Intangible assets

Property, plant and equipment
Non-current assets

Cash and cash equivalents
Receivables

Long-term interest-bearing liabilities
Other interest-free liabilities

Devoll Hydropover Sh.A Other acquisitions Total

261 2 263

11 71 82

....................................... 272 e T3 345
27 41 68
......................................... 3L B 56
......................................... 58 i 86124
....................................... 330 ... A39 469
- 64 64

6 65 71

Total acquisition cost
Non-cash elements of acquisition cost

162 14 176
........................................ 162 B 16T
- 9 9

.......................................... 27 AL B8
......................................... 2T 32 D
31 25 56
.......................................... 3L 2556
: 2 2
........................................... B B
- 130 130

-9 -1 -10

Note 6 Management of capital structure

The main aim of the Group’s management of its capital structure is to
maintain a reasonable balance between the company’s debt/equity
ratio, its ability to expand as well as maintaining a strong credit rating.

The tools for long-term management of the capital structure consist
primarily of the draw-down and repayment of long-term liabilities and
payments of share capital from/to the owner. The Group endeavours
to obtain external financing from various capital markets. The Group is
not subject to any external requirements with regard to the manage-
ment of capital structure other than those relating to the market’s
expectations and the owner’s dividend requirements.

Overview of capital included in management of capital structure

NOK million

Long-term interest-bearing debt
Current interest-bearing debt

There were no changes in the Group’s targets and guidelines gover-
ning the management of capital structure in 2014.

The most important target figure for the Group’s management of
capital structure is long-term credit rating. Statkraft AS has a long-
term credit rating of A- (stable outlook) from Standard & Poor’s and
Baal (stable outlook) from Moody’s. Statkraft’s target is to maintain
its current rating.

STATKRAFT ANNUAL REPORT 2014



Note 7 Market risk in the Group

RISK AND RISK MANAGEMENT OF FINANCIAL INSTRUMENTS GENERALLY

Statkraft is engaged in activities that entail risk in many areas and has a
unified approach to the Group’s market risks. Risk management is about
assuming the right risk based on the Group’s ability and willingness to take
risks, expertise, financial strength and development plans. The purpose of
the risk management is to identify threats and opportunities for the Group,
and to manage the risk towards an acceptable level to provide reasonable
assurance for achieving the Group’s objectives.

In Statkraft, market risk will primarily relate to prices of energy and com-
modities, interest rates and foreign currency. The following section contains
a more detailed description of the various types of market risk, and how
these are managed.

DESCRIPTION OF PORTFOLIOS IN ENERGY TRADING

As a power producer, Statkraft is exposed to market risk related to price

on energy and commaodities. Within energy trading, Statkraft has portfolios
that reduce market risk, as well as portfolios within decided mandates
where Statkraft takes on market risk to generate profit. Risk management
in energy trading in Statkraft focuses on portfolios rather than contracts.
Internal guidelines for market exposure have been established for all
portfolios. Responsibility for continual monitoring of granted mandates and
frameworks lies with independent organisational units. The frameworks for
trading in both financial and physical contracts are continually monitored.

A description of the energy portfolios in Statkraft can be found below:

Long-term contracts As a power producer, Statkraft has entered into physi-
cal power sales agreements with industrial customers in the Nordic region.
These contracts stabilise Statkrafts revenues. The long-term contracts have
varying terms, where the longest runs until 2030. The price of some of
these sales obligations are indexed to foreign currency and raw materials
such as metals

Statkraft enters in to financial power contracts, physical power contracts
and physical gas purchase contracts. The market risk in the portfolio

is derived from the future market prices for electricity, gas, coal and oil
products.

Financial contracts and embedded derivatives in physical contracts are
recognised at fair value, other contracts entered (into) own use do not
qualify for recognition in the balance sheet and are recognised in the
income statement as part of normal purchase and sale.

Nordic and Continental dynamic asset management portfolios Statkraft
has one Nordic and one Continental dynamic asset management portfolio,
managed in Oslo and in Dusseldorf, respectively. The objective of the port-
folio management is to optimise portfolio revenues and in addition reduce
the risk of the Group. Portfolio management is a market activity where
Statkraft generates value in the futures and forward markets, in addition to
physical production and trading.

The mandate to enter into financial contracts are based on volume
thresholds derived from available production. The risk is quantified using
simulations of various scenarios for relevant risk factors. The management
portfolios consist mainly of financial contracts for electricity, CO,, coal, gas
and petroleum products. The contracts are traded via energy exchanges
and bilateral contracts. These generally have terms of less than five years.
The agreements are measured at fair value in accordance with IAS 39.

Trading and Origination Statkraft has various portfolios for Trading

and Origination that are managed independently of the Group’s expected

electricity production. The Group has trading activities in Oslo, Trondheim,
Stockholm, London, Amsterdam, Disseldorf, Istanbul, Rio de Janeiro and
New Dehli. The portfolios act in the market with the aim of realising gains
on changes in the market value of energy and energy-related products, as
well as gains on non-standardised contracts.

The trading activities involve buying and selling standardised and traded
products. Electricity and CO, products, as well as green certificates, gas
and oil products are traded. The contracts in the trading portfolio have
durations rangjing from O to 5 years.
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Origination activities include buying and selling both standardised products
and structured contracts. Structured products may be energy contracts
with a special duration, long-term contracts or energy contracts in different
currencies. Trading with transport capacity over borders and virtual power
plant contracts are also included in the activities. Quoted, traded contracts
on system price, regional prices and foreign currency are generally used to
reduce the risk involved in trading in structured products and contracts. The
majority of the contracts in the portfolio have durations of up to five years,
though some contracts run until 2022.

Statkraft has allocated risk capital for the trading and origination business.
Clear guidelines have been established for the types of products that are
allowed to be traded. The mandates for trading and origination activities
are adhered to through specified limits for Value-at-Risk and Profit-at-Risk.
Both methods calculate the maximum potential loss a portfolio can incur,
with a given probability factor over a given period of time. The credit risk
and operational risk are also quantified in connection with the allocation of
risk capital.

All trading and origination contracts, except for power purchase agreements
with minor producers of renewable energy in Scandinavia, Germany and in
the UK, are recognised at fair value in accordance with IAS 39.

FOREIGN EXCHANGE AND INTEREST RATE RISK

Statkraft is exposed to two main types of risk as regards the financial acti-
vities: foreign exchange risk and interest rate risk. Statkraft uses interest
rate- and foreign currency derivatives in its risk management.

Interest rate swaps, currency- and interest rate swaps and forward
exchange rate contracts are used to achieve the desired currency and
interest rate structure for the company’s loan portfolio. Forward exchange
rate contracts are also used to hedge cash flows denominated in foreign
currency.

Statkraft’s methods for managing these risks are described below:

Foreign exchange risk Statkraft incurs currency risk in the form of trans-
action risk, mainly in connection with energy sales revenues, investments
and dividend from subsidiaries and associates in foreign currency. Balance
sheet risk is related to shareholdings in foreign subsidiaries in Belgium,
the UK, Sweden, Albania, Turkey and Germany, as well as in SN Power,
which uses USD as its functional currency. There is also balance sheet
risk in connection with investments in some associateds companies.

The operational currency for Statkraft’s trading on energy exchanges is
EUR, which means that all contracts that are entered into via energy
exchanges are denoted in EUR and are thus exposed to EUR. A corre-
sponding currency exposure is incurred in connection with energy trading
on other exchanges in other currencies than EUR. Statkraft hedges its
currency exposure related to cash flows from energy sales of physical con-
tracts and financial trading on energy exchanges, investments, dividends
and other currency exposures in accordance with the company’s financial
strategy. Economic hedging is achieved by using financial derivatives and
loans in foreign currencies as hedging instruments. Few of the hedging
relationships fulfil the requirements of hedge accounting in accordance
with IAS 39.

Interest rate risk Statkraft’s interest rate exposure is mainly in con-
nection with the debt portfolio. An interest rate management framework
has been established based on a mix between fixed and floating interest
rates. The floating interest percentage shall be in the 25-75% interval. The
part of the portfolio exposed to fixed interest rates shall have a remaining
maturity of at least five years. The strategy for managing interest rate

risk has been established based on an objective of achieving the most
cost-efficient financing, coupled with the aim of a certain stability and
predictability in finance costs.

Compliance with the limit for currency and interest rate risk is followed
up continuously by the independent middle-office function. Responsibility
for entering into and following up positions has been separated and is
allocated to separate organisational units. The interest rate exposure per
currency in relation to established frameworks in the finance strategy is
regularly reported to corporate management via the CFO.
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Note 8 Analysis of market risk

Statkraft follows up market risk in energy optimisation, portfolios for
Trading and Origination, currency and interest rate positions, distribu-
tion grid revenues and end-user business and district heating.

The Group quantifies risk as deviations from expected net results with
a given confidence level (value-atrisk). Market risk is included in these
calculations, which are used both in the follow-up of the business
areas/portfolios and at Group level as part of reporting to Group
management and the Board. Statkraft’s targets for market risk shall
have a 95% probability of covering all potential losses, i.e deviations
from expected results, connected with the market risk of positions at
the balance sheet date during the course of a year. Uncertainty in the
underlying instruments/prices and their interrelatedness are calcula-
ted using statistical methods.

The time period for the calculations is one year. For contracts with
exposure of more than one year, only the uncertainty relating to the
current year is reflected in the calculations. The exposure can take the

form of actual exposure or an expected maximum utilisation of frame-
works. The analysis also takes into account correlation, both within
the individual areas and between the areas.

Total market risk as of 31 December 2014 was calculated at NOK
2177 million. Increased market risk from Trading and Origination in
combination with reduced diversfication effects have only partly been
offset by reduced market risk from Energy optimisation. The increased
risk in Trading and Origination is due to an increase in allocated risk
capital following increased activity.

The diversification effect emerges as the difference between total
market risk in the specified areas and total market risk, where the
correlation between e.g. energy prices, interest rates and currency
exchange rates is taken into account.

NOK million 2014 2013
Market risk in energy optimisation (volume risk, spot price risk and hedging) 1375 1439
Market risk in Trading and Origination portfolios (excl. market access in Germany and the UK) 869 616
Market risk in interest rates and currency positions 25 35
Market risk in distribution grid revenues 30 30
Market risk in end-user activities and district heating e 50 e, 50
Total market risk before diversification effects 2 349 2 169
DIy S A 0N IO e, AT2 185
TOMBLIMAKEL IISK ||| oo oo eeee oo 2477 1985
Diversification effect as a percentage 7% 9%
Specification of debt by currency ¥

NOK million 2014 2013
Debt in NOK 11 381 14 184
Debt in SEK 491 1897
Debt in EUR 13 898 12 047
Debt in USD 2910 2773
Debt in GBP 5 804 5761

Y Includes long-term interest-bearing debt, first-year installment on long-term interest-bearing debt, certificates and the currency effect of combined interest rate- and currency swaps. Specifica-
tions of debt by currency includes effects from combined interest rate- and currency swaps, since Statkraft uses these swaps to achieve the desired currency structure for the Group’s debt
portfolio.

Specification of interest by currency ¥

Nominal average interest rate, NOK
Nominal average interest rate, SEK
Nominal average interest rate, EUR
Nominal average interest rate, USD

.................................................................... 2 ———— 0.
5.30% 4.80%
0.90% 1.30%
3.30% 3.60%
4.80% 3.50%
1.60% 1.20%

Y Includes long-term interest-bearing debt, first-year installment on long-term interest-bearing debt, certificates, interest rate swaps and combined interest rate- and currency swaps.

Fixed interest rate debt portfolio ¥

N oD e 2015 ...
Debt 2893
Debt in SEK 481
Debt in EUR 7262
Debt in USD 94
Debt in GBP 5804

Future interest rate adjustments

........ 1:3years . ...3:Byears Syersandmore . Total
2189 1610 4689 11 381

10 - - 491

540 5938 158 13 898

436 593 1786 2910

- : - 5 804

Y Includes long-term interest-bearing debt, first-year instalment on long-term interest-bearing debt, certificates and the currency effect of combined interest rate- and currency swaps. The
split between years also take into account interest rate adjustments in interest rate swaps and combined interest rate- and currency swaps.

Short-term financial investments — bonds per debtor category

NOK million 2014 2013 Mod. duration 2014 Av. interest rate (%)
.(.) o m merc| a | and . sav| ngs banks ............................................................. 101 ............................. 109 ............................ 2 61 .......................... 1 8 3 %
Industry 39 44 1.86 2.02%
PUBIC SBCTOT e T2 e TT e 380 1.60%
Total 212 230
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Note 9 Credit risk and liquidity risk

CREDIT RISK (cash collateral). Counterparty exposure in connection with these

agreements are considered to be very low. Cash collateral is settled
Credit risk is the risk of a party to a financial instrument inflicting a on a weekly basis and will therefore not always be settled at period
financial loss on the other party by not fulfilling its obligations. Stat- end. There could therefore be an outstanding credit risk at period end.
kraft assumes counterparty risk in connection with energy trading and Agreements have also been established for individual counterparties
physical sales, when investing surplus liquidity and when trading in for financial energy contracts.

financial instruments.
In order to reduce credit risk in connection with investments, bank or

The risk of counterparties not being able to meet their obligations is parent company guarantees are used in some cases when entering
considered to be limited. Historically, Statkraft’s losses on receivables into agreements. The bank which issues the guarantee must be an
have been limited. internationally rated commercial bank which meets minimum rating
requirements. When parent company guarantees are used, the
The counterparty risk for financial energy contracts which are settled parent company is assessed by ordinary internal credit assessments.
through an energy exchange is considered to be very low. For all other Subsidiaries will never be rated higher than the parent company. In
energy contracts entered into, the limits are stipulated for the indivi- connection with bank guarantees and parent company guarantees, the
dual counterparty using an internal credit rating. The counterparties counterparty will be classified in the same category as the issuer of
are allocated to different categories. The internal credit rating is the guarantee.
based on financial key figures. Bilateral contracts are subject to limits
for each counterparty with regards to volume, amount and duration. The individual counterparty exposure limits are monitored continuously
and reported regularly to the management. In addition, the counter-
Statkraft has netting agreements with several of its energy trading party risk is quantified by combining exposure with the probability of
counterparties. In the event of default, the netting agreements give a the individual counterparty defaulting. The overall counterparty risk is
right to a final settlement where all future contract positions are calculated and reported for all relevant units, in addition to being con-
netted and settled. If a contractual counterparty experiences payment solidated at Group level and included in the Group risk management.

problems, special procedures are applied.

Statkraft’s gross credit risk exposure corresponds to the recognised
Investment of surplus liquidity is mainly distributed among institutions value of financial assets, which are found in the various notes to the
rated A- or better. For investment of surplus liquidity, the limits are sti- balance sheet. To the extent that relevant and significant collateral
pulated for the individual counterparty using an internal credit rating. has been provided, this has been presented below.

Statkraft has entered into agreements relating to interim cash settle-
ment of the market value of financial derivatives with counterparties

NOK million Note 2014 2013
Groce 'é)'{,')'d e
Other non-current financial assets 25 6 093 2 540
Derivatives 28 12 432 10 854
Receivables 27 12 433 9 568
Short-term financial investments 443 464

Exposure reduced by security (guarantees, cash collateral etc.):

Derivatives 31 -1 088 -938
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Note 9 continued

LIQUIDITY RISK Liquidity forecasts are prepared to plan future financing needs as well
as the investment of the Group’s surplus liquidity.

The Group’s liquidity risk is the risk that the Group has no liquidity

to meet its current obligations. Statkraft assumes a liquidity risk An individual target figure for short-term liquidity capacity, which
because the terms of its financial obligations are not matched to the reflects Statkraft’s ability to cover its future obligations, is included
cash flows generated by its assets. Furthermore, Statkraft assumes in the Group balanced scorecard. The objectives relating to Statkraft’s
liquidity risk due to cash payments when furnishing surety in connec- desire for a satisfactory liquidity reserve consist of available cash in
tion with both trading in financial contracts and financial derivatives. hand, financial placements and unused credit facilities to cover e.g.
The liquidity risk is minimised through the following tools: liquidity refinancing risk, and also to act as a buffer against volatility in the
forecasts, reporting of short-term liquidity target figures, liquidity Group’s cash flows.

reserve requirements, requirements relating to minimum cash in hand

and requirements relating to guarantees in connection with energy A guarantee has been established to cope with significant fluctuations
trading. in the collateral required by energy exchanges in connection with

financial contracts. The guarantee significantly reduces the volatility in
the Group’s cash flows.

Maturity schedule, external long-term liabilities

NOK million 2015 2016 2017 2018 2019 After 2019
Instalments on debt from Statkraft SF - - - - 400 -
Instalments on bond loans from the Norwegian market 2 152 4291 - - 1 000 1 500
Instalments on other loans raised in non-Norwegian markets 4 519 - 5 860 - 4 501 6 290
Instalments on external loans in subsidiaries and other loans 226 331 345 438 226 2 257

Allocation of non-discounted value of derivatives perperiod

The Group has a significant number of financial derivatives, which are reported as derivatives in the balance sheet. For derivatives with negative
market value, where contractual due dates are decisive for the understanding of the timing of the cash flows, the non-discounted values are
allocated to the time periods shown in the table below.

NOK million 2015 2016 2017 2018 2019 After 2019
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Note 10 Financial Instruments

Financial instruments account for a significant part of Statkraft’s total
balance sheet and are of material importance for the Group’s financial
position and results. Most of the financial instruments can be cate-
gorised into the two main categories of financial activities and energy
trading. In addition, Statkraft has other financial instruments such

as accounts receivable, accounts payable, cash, short-term financial
investments and equity investments.

Financial instruments in energy trading Within energy trading,
financial instruments are used in the trading and origination activity.
The trading and origination activity is managed independently of the
Group’s energy production. Its main objective is to achieve profit from
changes in the market value of energy- and energy-related financial
products, as well as profit from unstandardised contracts. Financial
instruments are used as part of the Group’s financial hedging strategy
for continuous optimisation of future revenues from the expected pro-
duction volume. Financial instruments in energy trading mainly consist
of financial and physical agreements relating to purchase and sale of
power, gas, oil, coal, carbon quotas and green certificates. Derivatives
recognised in the balance sheet are shown as separate items and are
evaluated at fair value with changes in value recognised in the income
statement. As the Group’s future own production of power does not
qualify for recognition in the balance sheet, the effect of changes

in value of financial energy derivatives may have major effects on

the income statement without necessarily reflecting the underlying
activities.

Financial instruments in financial activities Financial instruments
used in financial activities primarily consist of loans, interest rate
swaps, combined interest rate- and currency swaps and forward
exchange contracts. Financial derivatives are used as hedging instru-
ments in accordance with the Group’s financial hedging strategy. The
hedging objects are considered to be assets in foreign currency, future
cash flows or loan arrangements measured at amortised cost. For
selected loan arrangements where the interest rate has been changed
from fixed to floating (fair value hedging), hedging of some net invest-
ments in foreign units and cash flows, hedging is reflected in the
accounts. Because not all financial hedging relationships are being
reflected in the accounts, changes in value for financial instruments
may result in volatility in the income statement without fully reflecting
the financial reality.

FAIR VALUE OF ENERGY DERIVATIVES

The fair value of energy derivatives is set at quoted prices when
market prices are available. The fair value of other energy derivati-
ves has been calculated by discounting expected future cash flows.
Below is a description of assumptions and parameters that have been
applied in the determination of fair value.

Electricity price Energy exchange contracts are valued at official
discounted closing rates on the balance sheet date.

For other bilateral electricity contracts, the expected cash flow is stipu-
lated on the basis of a market price curve on the balance sheet date.
The market price curve for the next five years is stipulated on the
basis of official closing rates on energy exchanges. For time horizons
above five years, the prices are adjusted for expected inflation.

Several electricity contracts refer to area prices. These contracts are
valued using the official closing rates on energy exchanges, where

such exist. Separate models are used for regional prices without offi-
cial closing prices. If the contracts extend beyond the horizon quoted
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Raw materials Statkraft has energy contracts where the contract
price is indexed against raw materials such as gas, petroleum pro-
ducts and coal. These are valued using forward prices from relevant
commodity exchanges and major financial institutions. If quotes are
not available for the entire time period, the commodity prices are
adjusted for inflation based on the most recent quoted price in the
market.

CO, contracts CO, contracts are priced based on the forward price of
EU Allowance (EUA) quotas and Certified Emmision Reduction (CER)
quotas. For time horizons above 9 years, the prices are adjusted for
expected inflation. For time horizon above nine years, the price curve
is adjusted for expected inflation.

Green certificates are valued at forwardprice and adjusted for infla-
tion from last noted price quote.

Foreign currency Several energy contracts have prices in different
currencies. Quoted foreign exchange rates from European Central
Bank (ECB) are used in the valuation of contracts denominated in
foreign currency. If there are no quotes for the entire time period in
question, the interest parity is used to calculate exchange rates.

Interest rates The market interest rate curve (swap interest rate) is
used as a basis for discounting derivatives. The market interest rate
curve is stipulated on the basis of the publicised swap interest rates.
Credit surcharge is added to the market interest rate curve in cases
where the credit risk is relevant. This applies to all external bilateral
contracts classified as assets and liabilities.

FAIR VALUE OF CURRENCY- AND INTEREST RATE DERIVATIVES

The fair value of interest rate swaps and combined interest rate-
and currency swaps, is determined by discounting expected future
cash flows to current value through use of observed market interest
rates and quoted exchange rates from ECB. The valuation of forward
currency exchange contracts is based on quoted exchange rates,
from which the forward exchange rate is extrapolated. Estimated net
present value is subject to a test of reasonableness against calcula-
tions made by the counterparties to the contracts.

FAIR VALUE OF SHORT-TERM FINANCIAL INVESTMENTS

Certificates and bonds Certificates and bonds are valued at listed
prices.

Shares and shareholdings Shares and shareholdings are valued at
quoted prices where such are available and the securities are liquid.
Other securities are valued by discounting expected future cash flows.

FAIR VALUE OF LONG-TERM LIABILITIES, FIRST YEAR'S INSTALMENT
ON LONG-TERM LIABILITIES AND LOANS TO ASSOCIATES

The fair value is calculated on the basis of valuation techniques where
expected future cash flows are discounted to net present value. The
future cash flows are discounted using observed market interest rates
(swap interest rate curve) adjusted upwards for credit risk and quoted
exchange rates.
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Note 10 continued

Assets and liabilities recognised at amortised cost

2014 2014 2013 2013
NOK million Note Recognised value Fair value Recognised value Fair value
Financial assets measured at amortised cost
Loans to associates 25 4 756 4944 1420 1420
Bonds and other long-term receivables 25 1 254 1 254 880 880
Accounts receivable 27 7 427 7 427 6 835 6 835
Accrued revenues, etc. 27 1370 1370 1 055 1 055
Prepaid tax 27 78 78 73 73
Short-term loans to associates 27 100 100 48 48
Receivables related to cash collateral 27 2 665 2 665 1 009 1 009
Other receivables 27 794 794 549 549
Cash and cash deposits 29 9 602 9 602 6 128 6 128
TOMBL e e e 28045 .. 28233 .. 17997 .. 17997
Financial liabilities measured at amortised cost
Long-term interest-bearing debt to Statkraft SF 31 -400 -513 -400 -500
Bonds issued in the Norwegian market 31 -6 791 -7 455 -8 936 -9 495
Debt issued in non-Norwegian markets 31 -16 651 -19 193 -19 601 -21 374
External debt in subsidiaries and other debt 31 -3 597 -3 597 -4 428 -4 428
Debt connected to cash collateral 31 -1 088 -1 088 -938 -938
First year’s instalment on long-term debt 31 -6 897 -7 041 -3624 -3 661
Short-term interest-bearing debt to Statkraft SF 31 -1 120 -1120 -2 427 -2 427
Other short-term debt 31 -200 -200 -24 -24
Accounts payable 32 -1 864 -1 864 -693 -693
Indirect taxes payable 32 -1 058 -1 058 -1 334 -1 334
Interest-free debt to Statkraft SF 32 -8 -8 -3 -3
Other interestfree lIBDIIES ... 32 6878 ... 6878 .. TA5L 7451
Total -46 552 -50 015 -49 558 -52 027

Assets and liabilities recognised at fair value, divided among level for fair-value measurement

The company classifies fair-value measurements by using a fair-value hierarchy which reflects the importance of the input used in the preparation
of the measurements. The fairvalue hierarchy has the following levels:

Level 1: Non-adjusted quoted prices in active markets for identical assets or liabilities.

Level 2: Other data than the quoted prices included in Level 1, which are observable for assets or liabilities either directly, i.e. as prices, or
indirectly, i.e. derived from prices.

Level 3: Data for the asset or liability which is not based on observable market data.
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Note 10 continued

Fair value measurement at period-end using:

assets at fair value

Energy derivatives 28 758 5 069 2 294 8120
Currency and interest rate derivatives 28 - 4 312 - 4 312
Short-term financial investments 443 - - 443

Available-for-sale financial assets
Other shares and securities 25 41 43 - 84

Financial liabilities at fair value
Energy derivatives 28 -45 -2 631 -1 256 -3 933

assets at fair value

Energy derivatives 28 765 4 064 2 850 7678
Currency and interest rate derivatives 28 - 3175 - 3175
Short-term financial investments 464 - - 464

Available-for-sale financial assets

Other shares and securities 25 50 190 - 240

Financial liabilities at fair value
Energy derivatives 28 -569 -1 799 -3 532 -5 900

Total unrealised changes in value

O O ettt ettt ettt et e ae et n ettt een NOte e 2004 2018
Energy contracts 20 3 066
Financial items 20 -10 860

Assets and liabilities measured at fair value based on Level 3

Financial assets Financial liabilities

NOK million at fair value at fair value Total
Opening balance 01.01.2014 2 850 -3 532 -682
Unrealised changes in value, incl. currency translation effects -570 2275 1705
Additions 1 1 2
MOVed T LVl B e S 3 666950095000663000000056a005000 13
Closing balance 31.12.2014 i 2294206 1038
Net realised gain (1)/108S () fOr 200 A e -1038
Opening balance 01.01.2013 2 385 -4 106 1721
Unrealised changes in value, incl. currency translation effects 468 697 1165
Additions - -127 -127
Moved frOm Vel B e B e 1
Closing balance 31.12.2013 2800 8B32 682
Net realised gain (1)/108S () fOr 2008 e 934
Sensitivity analysis of factors classified to Level 3

O O e e 10% reduction ... 210% increase
Net effect from energy prices -449 463
N O OO O B8 DS e e 8

The effects are not symmetrical due to volume flexibility in the contracts that reduce the downside.
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Note 11 Hedge accounting

Fair value hedging Three loan arrangements are treated as fair value
hedges. Issued bonds have been designated as hedging objects in the
hedging relationships, and the associated interest rate swaps have
been designated as hedging instruments.

The hedging objects are issued fixed-interest rate bonds with a total
nominal value of EUR 1200 million. The hedging instruments are inter-
est rate swaps with a nominal value of EUR 1200 million, entered into
with major banks as the counterparties. The agreements swap inter-
est rate from fixed to floating 3-month and 6-month EURIBOR. The criti-
cal terms of the hedging object and hedging instrument are deemed
to be approximately the same, and 90-110% hedging efficiency is
assumed. The inefficiency is recognised in the income statement.

Hedging of net investments in foreign operation EUR 1000 million
of Statkraft AS’ external debt is designated as hedging of the net
investment in Statkraft Treasury Centre. In addition, GBP 220 million

Fair value of hedging instruments
NOK million

in synthetic debt in the hedging of the net investment in Statkraft UK
Ltd is included. The currency effects of this debt are recognised in
other comprehensive income. The accumulated effect of the hedging
is that NOK -1764 million is recognised in other comprehensive
income as a negative effect at the end of 2014. The effect of the
hedging for the year is NOK -1022 million recognised in other compre-
hensive income as a negative effect.

Cash flow hedging As a general rule, the Group does not hedge cash
flows. There are, however, made some exceptions which essentially
relates to debt in Statkraft Peru S.A. and Kraftwerksgesellschaft Her-
decke GmbH & Co. KG, respectively, with USD 46 million and EUR 40
million. Because of planned refinancing of Statkraft Peru S.A. the
hedge relationship is terminated by the end of 2014, which resulted
in a reclassification of NOK -112 million from other comprehensive
income to the income statement.

Hedging instruments used in fair value hedging
Hedging instruments used in cash flow hedging ¥

2014 2013
985 1036
-55 -152
-1764 -742
-834 142

1 The value represents the fair value of financial instruments. Changes in fair value are recognised in other comprehensive income.
2 The value represents the currency effects from financial instruments. Currency effects are recognised in other comprehensive income.

Other information on fair value hedging

Note 12 Sales revenues

Statkraft’s sales revenues come from spot sales, contract sales to
the industry, financial trading, distribution grid operations, as well as
district heating and power sales to end-users.

Statkraft optimises its hydropower generation in the Nordic area
based on an assessment of the value of available water in relation to
actual and expected future spot prices. This is done irrespective of
contracts entered into. In the event that Statkraft has physical con-
tractual obligations to supply power that deviate from actual output,

NOK million

the difference is either bought or sold on the spot market. Necessary
spot purchases are recorded as a correction to power sales.

Physical and financial contracts are used to optimise the underlying
production in the form of purchase and sales positions. See note 7
for a more detailed description of these contracts.

See note 4 for more details about the split of sales revenues between
the different segments in Statkraft.

Physical spot sales, including green certificates

Concessionary sales at statutory prices ¥

Long-term contracts ?

Nordic and Continental Dynamic Asset Management Portfolio
Trading and Origination (excl. market access Germany and the UK)
Distribution grid

End-user business

District heating

Currency hedging energy contracts

2014 2013
31174 31 750
349 341
9722 8 234
655 727
818 681
966 1184
4 002 4 603
643 684
-73 -66
-11 10

1 Statkraft has obligations to supply power to municipalities at concessionary prices.

2) Statkraft has a number of physical contractual obligations of varying duration to both Norwegian and international customers.
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Note 13 Other operating revenues

NOK million 2014 2013
Revenue from rental of power plants 498 402
Other 0perating reVeNUES Y e e 3510 1013
Total 4 008 1415

1 Other operating revenues include a gain of NOK 1213 million related to sale of hydropower plants in Finland. Gains related to sale of shares in UK wind power plants at a total of NOK
1346 million are also included. See note 5 for further information.

Note 14 Energy purchases

NOK million 2014 2013
Gas purchase 4 310 4 882
End-user activities 3427 4234
Other energy purchase, including all unrealised energy purchase .. ... ... ... L7527 o 15211
Total 25 264 24 327

1 Other energy purchase includes energy purchase related to activities where Statkraft provides market access to smaller producers of renewable energy in the UK and Germany.

Note 15 Payroll costs and number of full-time equivalents

NOK million 2014 2013
Salaries 2 403 2 304
Employers' national insurance contribution 384 348
Pension costs 114 382
O DEIEIIES | oo e 150 oo 102
Total 3051 3136

ettt et eaaeeteesteteeseestestessesstessessesstessissessesssessessesssessessessesstissessesseestessessssssisissesseessessassssssesssasseensessesnsessesneensasseens SO L. 2018
Average number of full-time equivalents Group 3421 3484
Number of full.time equivalents as 0f 31.12. | e 3348 3493
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Note 16 Pensions

Pension benefit schemes in the Group as of 31 December 2014 are
mainly related to employees in Norway. For employees outside Norway
a minor extent of pension schemes have been established in accor-
dance with local statutes.

Defined contribution schemes Statkraft’s pension scheme for new
employees in wholly owned companies in Norway from 1 January
2014 is a defined contribution scheme. The contributions are 6% of
the pensionable salary up to 7.1 of the National Insurance Scheme’s
basic amount (G), and 18% of the pensionable salary between 7.1G
and 12G. In addition to retirement pensions, the contribution scheme
also entails risk covers.

Funded defined benefit schemes Norwegian companies in the Group
have organised their pension schemes in the National Pension Fund
(SPK), own pension funds as well as in insurance companies. Employ-
ees in the Group’s Norwegian companies participate in public service
occupational pension schemes in accordance with the Norwegian
Public Service Pension Fund Act, the Norwegian Public Pension Service
Pension Fund Transfer Agreement and the regulatory framework gover-
ning public service pensions.

The defined benefit schemes cover retirement, disability, survivor pen-
sions. The majority of the companies also offer early retirement from
the age of 62 under the Norwegian early retirement pension scheme.
Pension scheme benefits are coordinated with the benefits provided
by the Norwegian National Insurance Scheme. With maximum accrual,
the retirement schemes provide pension benefits amounting to 66% of
pensionable income, up to 12G. Those born in 1943 or later will get
their pension benefit adjusted for life expectancy, which may lead to
lower pension benefits than 66% of pensionable income.

Employees who leave the company before pensionable age receive a
deferred pension entitlement provided they have at least three years’
pension entitlements.

National Pension Fund (SPK) Companies with schemes in the SPK
pay an annual premium and are responsible for the financing of the
scheme. Pension benefits from the SPK are guaranteed by the Norwe-
gian state (Section 1 of the Pension Act).

The SPK scheme is not asset-based, but management of the pension
fund assets is simulated as though the assets were invested in 1, 3,

The following assumptions are used

5 or 10-year Norwegian government. In this simulation it is assumed
that the bonds are held to maturity. The investment choice principles
have been set out in a separate investment strategy for the Statkraft
Group’s pension assets in SPK.

The pension benefit scheme in the National Pension Fund (SPK) was
closed 1 January 2014. Existing members as of 31 December 2013
could choose to enter into the new defined contribution scheme, which
209 employees did. This is not assessed as a significant reduction
according to IAS 19, and thus the effect is presented as an estimate
deviation.

Pension funds and insurance companies The pension funds and
insurance companies have placed the pension assets in a diversified
portfolio of Norwegian and foreign interest-bearing securities, Norwe-
gian and foreign shares, secured loans to members, hedge funds and
properties through external asset managers.

Unfunded defined benefit schemes In addition to the above, some
Group companies in Norway have entered into a pension agreement
that provide all employees whose pensionable incomes exceed 12G
with a retirement and disability pension equivalent to 66% of that
portion of their pensionable income exceeding 12G. The agreement
was closed 30 April 2012.

Existing members of the closed agreement who leave the company
before pensionable age receive a deferred pension entitlement for the
scheme above 12G, provided they have at least three years’ pension
entitlements.

Actuarial calculations The present value of defined benefit pension
liabilities and the current year’s accrued pension entitlements are
calculated using the accrued benefits method. The net present value
of pension benefits accrued at the balance sheet date adjusted for
expected future salary increases until pensionable age is based on
best estimate assumptions as of 31 December 2014. Calculations
are based on staff numbers and salary data at the end of the year.

Scheme changes in 2014 are related to implementation of adjustment
for life expectancy on public service occupational pension schemes
for those born in 1954 or later, and changes in disability pension. The
actuarial loss recognised in comprehensive income during the year is
mainly due to reduced discount rate.

Annual discount rate 2

Salary adjustment

Adjustment of current pensions

Adjustment of the National Insurance Scheme’s basic amount (G)
Forecast voluntary exit

+ Up to age 45

- Between ages 45 and 60

+ Over age 60

Rate of inflation

Tendency to take early retirement (AFP)
Demographic factors for mortality and disability

31.12.14 01.01.14 31.12.2013 01.01.2013
2.20% 4.10% 4.10% 3.80%
2.75% 3.75% 3.75% 3.75%
1.75% 2.75% 2.75% 2.75%
2.50% 3.50% 3.50% 3.50%
3.50% 3.50% 3.50% 3.50%
0.50% 0.50% 0.50% 0.50%
0.00% 0.00% 0.00% 0.00%
1.50% 1.75% 1.75% 1.75%

10.00-30.00% 10.00-30.00% 10.00-30.00% 10.00-30.00%
K2013/IR73 K2013/IR73 K2013/IR73 K2005/IR73

1 The assumptions apply for Norwegian entities. Foreign entities apply assumptions adapted to local conditions.
2 The discount rate is set at 2.2% for Norwegian pension schemes and is based on high quality corporate bonds (OMF). Statkraft is of the opinion that the OMF market represents a deep
and liquid marked with relevant durations that qualify as discount rate according to IAS 19.
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Note 16 continued

Number of employees and pension ers covered by defined benefit schemes 2014 2013
Employees 2181 2534
Pensioners 1 354 1 344

Breakdown of net defined benefit pension liability

O O e e 2014 2013
Present value of accrued pension entitlements for funded defined benefit schemes 6 385 5638
FaIr ValUE Of PO 0N BSOS e e 4663 ... 4117
Net pension liability for funded defined benefit schemes 1722 1521
Present value of accrued pension entitlements for unfunded defined benefit schemes 611 457
Employers' national insurance ComtrioUtioN e e 323 273
Net pension liabilities in the balance sheet - see Note 30 . e e 2655 ... 2252
Movement in defined benefit pension liability during the year

MoK 0N e e e 2014 2013
Defined gross benefit pension liabilities 01.01 6 095 5 469
Net change in liabilities due to new subsidiaries/members -14 -
Present value of accrued pension entitlements for the year 282 278
Interest expenses 228 192
Scheme changes -269 -
Actuarial gains/losses 777 260
Paid benefits -140 -129
Uy NSt 0N O OO S e e, 38 25
Gross defined benefit pension liabilities 31,02 e, 6996 ... 6.095
Movement in the fair value of pension assets for defined benefit pension schemes

NOK IO oo e e 2014 2013
Fair value of pension assets 01.01 4117 3624
Projected yield on pension assets 157 131
Actuarial gains/losses 166 102
Total contributions 312 341

Paid benefits

Equity instruments 857 718
Interest-bearing instruments 3385 3 036
DT, ettt oot 421 362
Fair value of pension assets 31.12 4 663 4117

Movement in actuarial gains and losses recognised directly in comprehensive income
NOK million 2014 2013

Pension cost recognised in the income statement
Defined benefit schemes

NOKIMION oo e e 2014 2013
Present value of accrued pension entitlements for the year 282 278
Interest expenses 228 192
Projected yield on pension assets -157 -131
Scheme changes -269 -
Employee contributions -27 -26
Employers' national Insurance ContrioUtion e e S 43
Net pension cost defined benefit schemes 62 355

BT D0y T DBy IS et e 52 e, 27

Total PeNSION COSt - SO MOt LD e e 14 382
Discount rate Annual salary increase Increase in G Staff turnover rate

Sensitivity analysis upon changes in assumptions 1% ... 1% 1% 1% 1% 1% 1% 1%

Increase (+)/decrease (-) in net pension

cost defined benefit schemes for the period (ex. scheme -21% 25% 16% -16% 9% -12% -5% 3%

changes)

Increase (+)/decrease (-) in gross defined pension

liability as of 31.42. . ATHh 23% ... 8% . 8% ... 12% ... A1% 2K 1%
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Note 17 Property tax and licence fees

L USSP UU ROV 200 e 2013
Property tax 1319 1316
LICOMICE 0O e B e 324
Total 1630 1640

Licence fees are adjusted in line with the Consumer Price Index, with the first adjustment taking place on 1 January five years after
the licence was granted and every fifth year thereafter.

The present value of the Group’s future licence fee obligations that are not provided for in the annual financial statements is
estimated at NOK 9627 million, discounted at an interest rate of 3.2% in accordance with the regulations relating to the adjustment
of licence fees, annual compensation and funds etc. In 2013, the corresponding amount was NOK 6237 million with an interest rate
of 5.2%.

Note 18 Other operating expenses

oK O e 2008 e 2013
Purchase of third-party services 1 367 1177
Materials 563 540
Power plants operated by third parties 280 264
Compensation payments 113 107
Rent 325 262
IT expenses 246 300
Marketing 123 114
Travel expenses 169 163
Insurance 132 131
Other 0P ating XSO e T4 et 363
Total 3493 3422

Note 19 Financial items

2014 eeeeeeeeeseeses s, AsseSSTIENtbASIS

Fair value through Amortised Available Equity
NOK M On e profitorloss . .. . cost ........forsale . method  Bank ... Total
Financial income
Interest income 11 59 - - 197 267
Other financial INCOMe e e 8L s 512 e 592
Total 11 140 - 512 197 859

Financial expenses

Interest expenses external debt -454 972 - - - -1 426
Other interest expenses - 121 - - -38 -159
Capitalised borrowing costs - 360 - - - 360

Other financial items

Net gains and losses on derivatives and securities -1 028 - - - - -1 028
Impairment and gain/loss of financial assets . . ... ... EESTPPP e A4 e e 14
TOt e 1028 . T A4 TR T, 1043
Net financial items -3 072 -2 961 -14 512 -7147 -6 283
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Note 19 continued

2013 eeeeeeeeeeseeses s, AsseSSTIENtbASIS

Fair value through Amortised Available Equity
NOK M On e profitorloss ... cost ... forsale method Bank . Total
Financial income
Interest income 48 - - - 170 218
Other financial income = 19 1 = 20

Financial expenses

Interest expenses external debt -283 -1 132 - - - -1 415
Other interest expenses -5 -55 - - -8 -68
Capitalised borrowing costs - 211 - - - 211
Other financial expenses . ... ... ST T TR O 78 .18
TOta 288 ... 976 SR TR 87 1351
Net currency effects -1 701 -7 126 - - -575 -9 403

Other financial items

Net gains and losses on derivatives and securities -954 - - - - -954
Impairment and gain/loss of financial assets ... et U, A23 e e 123
TOta e 954 e, A23 e T 1076
Net financial items . 2895 ... 8083 ... A23 Lo 492 .. 11592
I

....................... 2004 e 2083
N M ON e Unrealised | | Realised Total  Unrealised | Realised Total
Sales revenues
Long-term contracts 1429 8 294 1285 6 949 8234
Nordic and Continental Dynamic Asset Management Portfolio -317 971 480 247 727
Trading and Origination (excl. market access Germany and the UK) 206 612 -223 904 681
End-user 14 3988 -28 4 631 4 603
Other sales revenues - 33121 - 33969 33969

Eliminations

-26 561

Energy purchase

Net currency effects 531 -9 403
Other financial items

Net gains and losses on derivatives and securities -1 028 - -1 028 -924 -29 -954
Impairment and gain/loss of financial assets . . . ........................A3 .2 .44 ....2...7220 ...123
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Note 21 Taxes

The tax expense in the income statement

O TN e 2018 2013
Income tax payable 2 648 2910
Resource rent tax payable 1792 1923
Correction relating to tax assessment for previous years 306 -589
CNaNgE N O OO TaX et 0L 1940
Tax expense In the INCome Statem eIt e 4045 2303

Income tax payable

O 00 e 2014 2013
Income taxes payable on the Group’s profit for the year 2648 2910
Effect of Group contributions on tax Hability e 2213 1121
Income tax payable before offsetting against natural resource tax forthe year ... 1435 1789

Taxes payable in the balance sheet

L 2014 el 2013
Natural resource tax 604 595
Income tax exceeding natural resource tax 831 1195
Resource rent tax payable 1792 1923

Prepaid tax included in receivables
NOK million 2014 2013

Reconciliation of nominal Norwegian tax rate and effective tax rate

e O U OOV 2008 2013
Profit before tax 7 937 2511
Expected tax expense at a nominal rate of 27% (28%) 2143 703

Effect on taxes of

Resource rent tax 2 483 2 687
Foreign tax rate differences -509 -759
Change in tax rates -76 -152
Share of profit from associates -178 -308
Tax-free income -810 -25
Changes relating to previous years 245 -440
Change in unrecognised deferred tax assets 239 178

1 Other permanent differences is mainly due to non-deductible interests, depreciations on added values without tax effect and changes in value related to equity instruments
without tax effect.
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Note 21 continued

BREAKDOWN OF DEFERRED TAX

The following table provides a breakdown of the net deferred tax liability. Deferred tax assets and deferred tax connected with various tax
subjects/regimes are presented separately in the balance sheet. Deferred tax assets are recognised in the balance sheet to the extent that it is
probable that these will be utilised.

Tax expense Recognised in Acquisitions
in the income  comprehensive and sale of Group
O I On e e 01.01,2014 statement . income companies contribution 31.12.2014
Current assets/current liabilities 635 -1 027 -287 -242 1213 292
Property, plant and equipment 6 654 199 162 -406 - 6 609
Pension liabilities -605 71 -148 - - -682
Other long-term items 750 -588 44 245 - 451
Tax loss carryforward/compensation ¥ -215 51 -15 54 - -227
Deferred tax, resource rent tax 1 963 581 -35 - - 2 509

Tax expense Recognised in Acquisitions
in the income  comprehensive and sale of Group
NOK million 01.01.2013 statement i companies contribution 31.12.2013

Current assets/current liabilities 346 -460 - 1121 635
Property, plant and equipment ¥ 6 624 -141 121 - 6 654
Pension liabilities -575 17 - - -605
Other long-term items 2734 -2 226 - - 750
Tax loss carryforward/compensation ¥ -288 -34 132 - -215
Deferred tax, resource rent tax 1317 646 - - - 1 963
Negative resource rent tax carryforward® 2617 . 259 EETTR ... i2.358
Total net deferred tax liability . ... 7541 1940 9L . . 1121 6824
Of which presented as deferred tax asset, see note 22 1973 1291
Of which presented as deferred tax liability, see note 30, .. ... O B e e e, 8116

1 The Group also has deferred tax assets not recognized in the balance sheet. This mainly relates to Germany with not recognized deferred tax assets of NOK 1213 million as of
31.12.2014 (NOK 1106 million as of 31.12.2013).

2 Tax assets related to negative resource rent tax carryforward that are estimated used within the next ten years, are recognised in the balance sheet. Normal production and price curve
expectations for the next ten years form the basis for the calculation of expected future taxable profit. Off-balance sheet deferred tax assets related to negative resource rent tax car-
ryforward amounted to NOK 1594 million as of 31.12.2014 (NOK 1653 million as of 31.12.2013).

Deferred tax recognised in comprehensive income

NOKIIION oo e e 2018 e, 2013
Actuarial gains/losses pensions -184 -49
Translation differences 187 480
N S e O e 282 7340
Total deferred tax recognised in comprehensive income 20D 9
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Note 22 Intangible assets

O O e e e 202013
Deferred tax asset ¥ 1471 1291
Goodwill 2 599 824
DT ettt e 1368 ol 1395
Total 3439 3510

Y Deferred tax is presented in more detail in note 21.

2The amount is technical goodwill associated with deferred tax. The rest is excess value identified through acquisitions of businesses. Goodwill has been tested for impairment in 2014.
The testing identified no impairment losses.

3 ncludes rights in connection with leasehold improvements for power plants transferred from Statkraft SF.

O O e Goodwill .....0ter . Total
2014

Balance at 01.01 824 1395 2219
Additions 4 39 43
Additions from business combinations 27 - 27
Transferred to/from non-current assets - 7 7
Disposals -50 17 -67
Derecognised on disposal of a subsidiary ¥ 231 -156 -388
Currency translation effects 26 63 20
Amortisation - -40 -40
Impairment - - -
Accumulated depreciation/impairment on disposals. . ... e L e, "
Balance At 3102 e 599 o L3688 1967
Cost 31.12 1116 1703 2 819
Accumulated amortisation and impairment as of 31.12 BT 335 -852
Balance at 31.12 599 1 368 1 967

U The line Derecognised on disposal of a subsidiary show assets at businesses derecognised from Statkraft Group in 2014.

2013

Balance at 01.01 684 585 1269
Additions 48 1078 1126
Additions from business combinations - 263 263
Transferred to/from non-current assets - -716 -716
Currency translation effects 116 230 347
Disposals - -2 2
Amortisation -25 -35 -61

RESEARCH AND DEVELOPMENT

The Group’s research and development activities comprise activities relating to new energy sources and the further development of existing
plants and technologies. Research activities relating to new energy sources include general research projects. These projects are intended to
provide further knowledge on technologies or other areas that could provide a basis for future activities/projects.

In order to gain new knowledge and develop new methods within the fields of energy optimisation and preservation, the Group also performs

research and development activities in connection with existing plants/energy sources. Research and development activities carried out in 2014
and 2013 are expensed with about NOK 102 million and NOK 109 million, respectively.
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Note 23 Property, plant and equipment

NOK million

Regulation
plants

Turbines,
generators
etc.

Distribution-
grid facilities

Properties,

Shareholdings mountain halls,
in power plants buildings, roads,

operated by
third parties

bridges and
quay facilities

2014

Balance at 01.01

Additions

Additions from business combinations
Transferred between asset classes
Transferred from intangible assets
Disposals

Disposals from business divestment 2
Capitalised loan expenses

Currency translation effects
Depreciation

Impairment

27 425
2 555

3578

3444
250

105

101 269
9 019
150

46 460

143 533
-44 335

Plants
under
construction Other
14 367 4912
5192 277
150 -
-5 355 493
-166 72
13 -141
-1 416 -
360 -
1043 4
- -699
-1 050 -
- 538
13111 5 456
14 188 8 490
-1 077 -3 034
13111

99 199

1 The Other item mainly includes district heating plants, buildings, office and computer equipment, electro-technical installations and vehicles
2 The line Disposal from business divestments shows fixed assets disposals due to reduced ownership in companies that previously were either fully or proportionate consolidated.
3 Most of the disposal of accumulated depreciation and impairment is related to disposal of subsidiaries.

NOK million

Regulation
plants

Turbines,
generators
etc.

Distribution-
grid facilities

Properties,

Shareholdings mountain halls,
in power plants buildings, roads,

operated by
third parties

bridges and
quay facilities

Balance at 01.01

Additions

Additions from business combinations
Transferred between asset classes
Transferred from intangible assets
Disposals

Capitalised loan expenses

Currency translation effects
Depreciation

Impairment

Accumulated depreciation/ impairment on disposals

18 601
1152

126
226

21 609
643
940
990

4 463
-7194
787

-1224

-210

28 780
2 236
-648
1742
-3 961
-243
1374
274

Cost 31.12
Accumulated depreciation and impairment as of 31.12

48 208
-20 782

Plants
under
construction Other’
9 624 4 396
7 288 483
127 -326
-3 256 292
-48 34
-12 33
210 -
437 73
= -382
3 -
- 310
14 367 4912
14 392 7 983
24  -3070

INVESTMENTS IN 2014

The addition in 2014 of property, plant and equipment worth NOK 9019 million and intangible assets worth NOK 43 million, consisted of both
investments in new generating capacity, maintenance investments and other investments. Maintenance investments and other investments
amounted to NOK 2368 million (NOK 1980 million in 2013). The investments primarily relate to the Nordic hydropower and Industrial ownership
segments. Investments in new capacity amounted to NOK 7525 million (NOK 11 303 million in 2013). The largest projects were Norwegian
hydropower plants Kjensvatn and Nedre Rgssaga, hydropower in Turkey, Peru, Panama and Albania, onshore wind power in Sweden, offshore wind
power in UK, district heating plants in Norway as well as small-scale hydropower in Norway.
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Note 23 continued

IMPAIRMENT IN 2014
In 2014, property, plant and equipment is impaired by a total of
NOK 1050 million, compared to NOK 215 million in 2013.

Plants under construction in the segment International Hydro has
been impaired by NOK 1050 million in 2014. The impairment loss has
occurred due to delays and other challenges related to the construc-
tion of a hydro power plant in Turkey. The construction project was
reorganized in third quarter 2014.

Consequently, start of production is expected to be at the end on
2018, approximately three years later than the initial plan. This will
affect the value of future income as the construction period is part of
the concessionary period. In addition the technical changes relating to
the constructions are expected to increase the total investment cost.
Booked value of the plant under construction, after recognition of the
impairment loss, is as of 31 December NOK 3937 million.

Value in use is based on the recoverable amount. The company col-
lects available market information when determining the discount
rate in the market area where assets are located and are genera-
ting cash flow. The basis for the discount rate used is the Group’s
investment WACC after tax for hydro power. When setting the discount

USEFUL LIVES OF PROPERTY, PLANT AND EQUIPMENT

rate, political instability in South East Turkey as well as other local
conditions are considered in the region-specific risk which is taken
into account when setting the discount rate. Thus, the nominal disco-
unt rate after tax for the impaired assets are 0.5% higher compared
to the investment WACC in other parts of Turkey in 2014. Calculated
value in use is based on a discount rate of 8.7% (nominal after tax)
whereas the tax effects are considered in the calculated cash flows.
This means that the recoverable amount calculated are equal to

the theoretical before tax value model. Statkraft considers that the
established discount rate is representative for the discount rate in the
market.

Evaluation of the assumptions used When calculating the expected
value in use, assumptions regarding future revenue and cost are inclu-
ded. The estimated values in use are particularly sensitive to changes
in future investment cost, future power prices and cost of capital.

A change of 10% in the investment cost will result in approximately
NOK 420 million. A change in the future power price of 10% will result
in approximately NOK 400 million. A change in the discount rate of
one percentage point (before tax) will result in approximately NOK 370
million. Changes in the mentioned assumptions going forward might
change the conclusions made as of 31 December 2014.

A more detailed specification of the useful economic lives of the various assets is provided below. There have been no material changes in

depreciation schedules compared with previous years:

Depreciation period (years) Depreciation period (years)

Depreciation period (years)

Waterfall rights perpetual
Land perpetual
Dams

— riprap dams, concrete dams 75
— other dams 30
Tunnel systems 75
Mechanical installations

— pipe trenches 40
— generators (turbine, valve) 40
— other mechanical installations 15
Underground facilities 75
Roads, bridges and quays 75
Electrotechnical installations

— transformer/generator 40
— switchgear (high voltage) 35
— control equipment 15
— operating centre 15
— communication equipment 10

Distribution grid facilities
— transformer 35

— switchgear, high voltage 35-40
Buildings (admin etc.) 25-50
Wind turbines

— land-based 20-22
— offshore 25
Other fixed installations

— permanent 20
— less permanent 10
Miscellaneous fixtures 5)
Office and computer equipment 3
Furnishings and equipment B
Vehicles 8
Construction equipment 12
Small watercraft 10
Gas and steam generators 20-25
Water cooling systems 20-25
Gas power plant transformers 20-25
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Note 24 Associates and joint ventures

Information concerning Statkraft's material associated companies and joint ventures are shown in the table below. Based on size and complexity,
the following companies are considered material:

See note 34 for pledges, guarantees and obligations.

2014 Malana
Power Desenvix Scira
Agder Company Energias Offshore Wind UK

NOWmillion . i BKKAS | EnergiAS SNPowerAS | Ltd. Renovaveis S.A _ EnergyLtd. |Investltd. Other® ... Total
Opening balance 01.01 5 207 4 136 - 875 1648 - - 4132 16 002
Investment/sales - - 1651 - 78 1 505 874 -2 386 1722
Share of profits 279 251 89 -8 -31 352 14 193 1139
Amortisation of excess value/Impairment 23 -14 -66 - -6 374 - - -19 -478
Capital increase - - 535 - 68 - - 37 640
Dividend -399 -324 - - - - -4 -1 -729
Currency translation effects - - 348 84 178 123 87 32 851

1 Effects from the companies SN Aboitiz Power - Magat Inc. and SN Aboitiz Power - Benguet Inc. are included in the column Other in 2014.
2 The shares in Desenvix has been impaired with NOK 373 million. The impairment has been made due to challenging financing as well as postponement of profitable projects.
3 The impairment in Scira from 2011 of NOK 341 million has been reversed. The reversal has been made due to successful operations and positive results the latest quarters.

2013 Malana
SN Aboitiz SN Aboitiz Power Desenvix

Agder Power — Power — Company Energias
NOKmIllion e ENRES CEAS  WEERIDEENMERNE oo LU clovare ok AT LT ot
Opening balance 01.01 5323 4113 1 006 948 899 1 953 1682 15 924
Share of profits 888 405 348 270 15 -52 121 1 200
Amortisation of excess value
Impairment -14 -66 - - - - -19 -99
Capital increase - - - - - - 51 51
Investment/sales - - - -31 - - -136 -167
Dividend -399 -284 -165 -179 - - -24 -1 051
Currency translation effects - - -14 -35 -39 -253 321 -20

DESCRIPTION OF THE ACTIVITIES IN SIGNIFICANT ASSOCIATES AND JOINT VENTURES

BKK AS has operations in Western Norway. The Group’s core activities are production, sale and transmission of electric power. In addition to the
main activities BKK also sell consultation and contracting services. BKK also offers its customers broadband, district heating and joint metering
of electricity.

Agder Energi AS has operations in Southern Norway. The Group’s activities include production, trading and transmission of electric power, as
well as other energy-related services.

SN Power AS has its renewable energy operations in emerging markets in Latin America, Africa and Southeast Asia. On June 6th, the agreement
between Statkraft and Norfund to restructure SN Power was completed. The agreement lead to incorporation of a new company, SN Power AS,
owned by Statkraft and Norfund 50% each. SN Power AS acquires the activities of the 50% owned business in the Philippines (the former asso-
ciates SN Abolitiz Power Magat INC and SN Abolitiz Power Benguet INC) and the activities of the subsidiary Agua Imara and activities in Vietnam.
In addition, Statkraft acquired 7% of the shares in the former SN Power as in connection with the transaction has been renamed to Statkraft
International Hydro Invest AS (SKIHI). SKIHI still owns investments in Peru, Chile, India, Brazil, Nepal and certain holding companies in Singapore,
the Netherlands and Norway. On the 24 September 2014, SN Power AS acquired Statkraft SF's 20% share in the hydropower company Theun
Hinboun Power Company Ltd. in Laos.

Malana Power Company Ltd. is a company domiciled in India, where Statkraft through cooperation with Bhilwhara Group owns and operates the
hydropower plant Malana and Allan Duhangan. The company’s activities are production, sale and transmission of electric power. The main part of
the plant’s production is sold through long-term contracts.

Desenvix Energias Renovaveis S.A. is a company domiciled in Brazil where Statkraft through collaboration with Jackson Group and Funcef owns,
develops and operates hydro- and wind power plants and transmission lines. The production includes both spot sales and sales through long-
term contracts.

Wind UK Invest Ltd. (WUKI) owns the land-based wind farms Alltwalis, Baillie and Berry Burn in the UK. Sale of 49% of shares in the company
changes WUKI from being a subsidiary to an investment in joint operations.
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Note 24 continued

Scira Offshore Energy Ltd. (Scira) owns the offshore wind farm Sheringham Shoal in the UK. Divestment from 50% to 40% of the shares in
2014 leading to changed accounting treatment of Scira, from joint operations to joint activities.

Statkraft has pledged parent company guarantee to Scira and SN Power AS, respectively NOK 1121 and NOK 191 million. Furthermore, there are
bank guarantees to the same companies respectively at NOK 194 and NOK 224 million. See note 34 for pledges, guarantees and obligations.

FINANCIAL INFORMATION FOR SIGNIFICANT ASSOCIATED COMPANIES
The following table presents summarized financial information for significant associated companies. The figures apply to 100% of the companies’
operations in accordance with IFRS 12.

2014 Malana
Power Desenvix Scira

Agder Company Energias Offshore Wind UK
NOKmillion e BRKAS Energi AS SN PowerAs . | Ltd.  Renovaveis SA _ Energyltd. InvestlLtd.
Current assets 1 963 2 494 664 76 243 755 293
Non-current assets 17 403 13 924 8 379 1 364 4 593 13 705 4571
Short-term liabilities 1961 3629 116 42 518 141 261
Long-term liabilities 11 412 9 029 1 609 250 2 402 9 368 1914
Gross operating revenues 3730 8 267 42 108 637 1515 161
Net profit 775 998 150 20 -63 1237 30
Total comprehensive Income . 1167 . 769 . 150 ... 20, 63 1237 .. 30
2013 Malana Desenvix
SN Aboitiz SN Aboitiz Power Energias
Power — Power — Company Renovaveis
LA PR PRRPPRRPNN -1 ) SURRRPROO Agder | Magat Inc _ Benguetinc | Ltd. Renovaveis S.A
Current assets 3125 2 767 737 892 48 148
Non-current assets 16 381 13 494 3171 3737 1209 4 399
Short-term liabilities 2 403 4 295 266 530 30 554
Long-term liabilities 10 702 7 730 1817 1756 246 2 318
Gross operating revenues 3 895 9 890 1441 1226 73 639
Net profit 687 846 732 571 7 -134
Total comprehensive INCOMe. ., 795 . 920 ... 732 571 T 134

JOINT VENTURES, JOINT OPERATIONS AND ASSOCIATES
Shares in companies classified as joint ventures and associates are recognised using the equity method in the consolidated financial state-
ments. Companies classified as joint operations are treated in accordance with the proportionate consolidation method as indicated in IFRS 11.

N ) Registered office ... Shareholding . ... Voting share
JOINT VENTURES:

Allain Duhangan Hydro Power Ltd. New Dehli 43.10% 43.10%
Dugar Hydro Power Ltd Himachal Pradesh 50.00% 50.00%
Hidroelectrica La Confluencia S.A Santiago 50.00% 50.00%
Hidroelectrica La Higuera S.A Santiago 50.00% 50.00%
HPC Ammeran AB Stockholm 50.00% 50.00%
HPC Byske AB Stockholm 50.00% 50.00%
HPC Edsox AB Stockholm 50.00% 50.00%
HPC R6an AB Stockholm 50.00% 50.00%
Luster Smakraft AS Gaupne 50.00% 50.00%
Malana Power Company Ltd. New Dehli 49.00% 49.00%
Scira Offshore Energy Ltd. London 40.00% 40.00%
SN Power AS Oslo 50.00% 50.00%
Wind UK Invest Ltd London 51.00% 51.00%
JOINT OPERATIONS:

Companies

Aktieselskabet Tyssefaldene ¥ Tyssedal 60.17% 60.17%
Dudgeon Offshore Wind Limited ¥ London 30.00% 30.00%
Forewind Ltd. " London 25.00% 25.00%
Kraftwerksgesellschaft Herdecke, GmbH & Co. KG Hagen 50.00% 50.00%
Naturkraft AS Tysveer 50.00% 50.00%
Rgldal-Suldal Kraft AS 2 Suldal 4.79% 4.79%
Sira-Kvina Kraftselskap DA® Sirdal 46.70% 46.70%
Statkraft Agder Energi Vind DAY Kristiansand 62.00% 62.00%
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Note 24 continued

PP P PP Registered office | ... Shareholding Voting share
Assets

Aurlandsverkene Aurland 7.00% 7.00%
Folgefonn 4 Kvinnherrad 100.00% 100.00%
Grytten Rauma 88.00% 88.00%
Gaddede Sweden 70.00% 70.00%
Harrsele Sweden 50.57% 50.57%
Kobbelv Sgrfold 82.50% 82.50%
Kraftverkene i Orkla Rennebu 48.60% 48.60%
Leiro Eidfjord 65.00% 65.00%
Nordsvorka Surnadal 50.00% 50.00%
Sima Eidfjord 65.00% 65.00%
Solbergfoss ° Askim 33.33% 33.33%
Stegaros Tinn 50.00% 50.00%
Svartisen Melgy 70.00% 70.00%
Svorka Surnadal 50.00% 50.00%
Tyssefaldene © Odda 60.17% 60.17%
Vikfalli Vik 88.00% 88.00%
Volgsjofors Sweden 73.10% 73.10%
UIBEBITE ) e Suldal 73.48% ... 73:48%
ASSOCIATES:

Agder Energi AS Kristiansand 45.50% 45.50%
BKK AS Bergen 49.90% 49.90%
Desenvix Energias Renovaveis S.A Florianapolis 40.65% 40.65%
Energi og Miljgkapital AS Skien 35.00% 35.00%
Fosen Vind AS Trondheim 50.10% 50.10%
Istad AS Molde 49.00% 49.00%
Nividhu (Pvt) Ltd. Colombo 30.00% 30.00%
Rullestad og Skromme Energi AS Etne 35.00% 35.00%
Spittal Hill Windfarm Ltd. London 29.75% 29.75%
VIKINEVAIME AS e POTSEIUNN oo 50.00%.....................50:00%

Y The shareholder’s agreements indicate joint control.

2) Statkraft owns 8.74% of the shares in Rgldal-Suldal Kraft AS, which in turn owns 54.79% of the Rgldal-Suldal plants. Statkraft’s indirect shareholding in the power plant is thus 4.79%.
3) Statkraft's total shareholding is 46.7% of which Skagerak Energi AS’ shareholding is 14.6%.

4 Statkraft's total shareholding is 100% of which Skagerak Energi AS’ shareholding is 14.94%.

5 Statkraft owns 33.3% of Solbergfoss, but controls 35.6% of the production.

©) Statkraft controls 71.4% of the production from the Tysso Il power plant.

") Statkraft's total shareholding is 73.48% of which Skagerak Energi AS’ shareholding is 1.49%.

None of the companies have observable market values in the form of listed market prices or similar.

APPROPRIATION RIGHTS
Statkraft has appropriation rights in power plants also owned by other players. These rights are treated as joint operations and recognised with
Statkraft’s share of the revenues. expenses. assets and liabilities. Overview of appropriation rights:

I e e Shareholding
Batfors 6.64%
Forsmo 2.20%
Selfors 10.60%
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Note 25 Other non-current financial assets

O O e 2018 . 2013
Measured at amortised cost:

Loans to associates ¥ 4 756 1420
Bonds and other long-term receivables 1254 880
Total measured at amortised cost 6 009 2 300

Available for sale:
Other shares and securities 84 240

Y Increase in 2014 is mainly due to loans to Wind UK Invest Ltd. og Scira Offshore Ltd. of NOK 906 million and NOK 2426 million respectively. Increase in loans to these two companies
have no cash effect.

Note 26 Inventories

2014 2013
N O e ) Recognised value | Cost price  Recognised value Cost price
Green certificates measured at net realisable value:

Electricity certificates 576 641 603 744
Carbon qUOtaS 1299 ... 1167 922 . 967
T e, 1875 ... 1808 ... 1525 .. 1711
Measured at the lower of cost price and net realisable value:

Spare parts 94 90

OUCT oo 119 e 180 .
Total inventories are measured at the lowest of cost price and net realisable value . 203 e 271
TOMBL oot 2088 1796 .
Note 27 Receivables

LA L OO 2004 e 2013
Accounts receivable 7 427 6 835
Accrued revenues, etc. 1370 1 055
Short-term loans to associates 100 48
Prepaid tax 78 73
Receivables related to cash collateral 2 665 1 009
O LI DO e T4 089
TOBL | oo eeeeeeeeeee e seeeneeeeeeee e seeereeeneeee e A2 BB, 9,568
Of which interest-bearing 2767 1 056

Y See note 29 for more information.

Maturity analysis of receivables

Receivables overdue by

2L Less than More than Receivables overdue

NOK million Not yet due 90 days 90 days and impaired Total
Accounts receivable 6 990 326 122 -14 7 427
Otherreceivables 4820 . 4 16 RETTURR 5007
OBl e 11811 440 197 A4 .....12438
Recognised as 108 fOr the Yoar 2

............. Receivables overdue by

2013 Less than More than Receivables overdue

N O ettt Notyetdue ... 90days ... 90days . .....andimpaired . .. Total
Accounts receivable 6 392 364 113 -33 6 835
Otherreceivables A 5 L, EETTTTR 2733
OBl s 9109 ... 379 S B3 9568
Recognised as 108 fOr the Yoar 4
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Note 28 Derivatives

Energy derivatives - net position

NOK million 2014 2013
Long-term contracts 724 -280
Trading and Origination (excl. market access Germany and the UK) 375 394
Nordic and Continental Dynamic Asset Management Portfolio 389 696
Energy purchase contracts 2577 1164
Other contracts and eliminations e 122 7195
TOMBL oot BABT e 1779
Of this:

- Non-current assets 3754 2733
- Current assets 4 366 4 945
- Long-term liabilities -1 152 2177
Total 4187 1779

Currency and interest rate derivatives - net position

LA 2004 e 2013
Interest rate swaps 238 -253
Forward exchange rate contracts -2 272 -1114
Combined interest rate and currency swaps

TO8Bl oo 228281028
Of this:

- Non-current assets 1 862 2 561
- Current assets 2 450 614
- Long-term liabilities -2 403 -3 537
Total -2 618 -1 028

Derivatives - net position group

O O ettt e et e et e e e e e et e e e naeas 2004 e 2013
Energy derivatives 4 187 1779
Currency and interest rate derivatives ... 2808 1 028
O 8 s 1569 i 1B
Of this:

- Non-current assets 5616 5295
- Current assets 6 816 5559
- Long-term liabilities -3 556 -5 713
Ot e BB 1B
I

Note 29 Cash and cash equivalents

NOK million 2014 2013

Y Includes NOK 86 million and NOK 85 million respectively in 2014 and 2013 from companies reported as joint operations under IFRS 11.

Book value of cash and cash equivalents pledged as security to/from counterparties
The following amounts in cash and cash equivalents are pledged as security to/from counterparties:

NOSTION . ocoomessmsssasscasssasscassonssosssoamsnsasssassanssomssonssomssonssossssamssaassamssasansosssoaesosssonssassoassassoassoassasss UL, omanoncsomssonsssasssassamssaassatasaasoas 2013
Deposit account in connection with power sales on energy exchanges 122 35
Other restricted DanK AePOSIES | e e 12
Total 122 47

Cash collateral

Cash collateral comprises mostly of payments made to/from counterparties as security for the net unrealised gains and losses that Statkraft
has on interest rate swaps, combined interest rate and currency swaps and forward exchange contracts. The table below shows net payments at
year end to counterparties, who will eventually be repaid. See notes 27 and 31.

NOK million 2014 2013
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Note 30 Provisions

NOK million
Deferred tax
Pension liabilities 2 655 2 252
Decommissioning 342 191

Pension liabilities are discussed in more detail in note 16, while deferred tax is covered in note 21. Included in other provisions are liabilities in
connection with equity instruments.

Note 31 Interest-bearing debt

N O e 2004 ) 2013
Short-term interest-bearing debt

First year’s instalment on long-term debt 6 897 3624
Debt connected to cash collateral 1 088 938
Debt to Statkraft SF 1120 2 427
Other short-term debt 200 24

Long-term interest-bearing debt

Debt to Statkraft SF 400 400
Bonds issued in the Norwegian market 6 791 8 936
Other debt issued in non-Norwegian markets 16 651 19 601
External debt in subsidiaries and other debt 3597 4 428

The Group’s net borrowing in 2014 amounted to NOK -1983 million. Other changes are mainly explained by the changes in exchange rates on
foreign currency loans. For futher details, see note 6-11.

Note 32 Other interest-free current liabilities

O O e oottt 2004 e 2013
Accounts payable 1 864 693
Indirect taxes payable 1 058 1334
Debt to Statkraft SF 8 3
Other interest-free liabilities ¥ 6 878 7 151

1 Of other interest-free liabilities NOK 4617 million is accrued, not due interest-free liabilities in 2014. In 2013 this amounted to NOK 4597 million.

Note 33 Contingencies, disputes, etc.

EXCESS/SHORTFALL OF REVENUE

In distribution grid business, differences can arise between the revenue ceiling determined by the Norwegian Water Resources and Energy
Directorate (NVE) and the amount actually invoiced as grid rental charges. If the invoiced amount is lower than the revenue ceiling, a shortfall of
revenue arises, and if the invoiced amount is higher than the ceiling, excess revenue arises. Excess/shortfall of revenue will even out over time
as the actual invoicing is adjusted.

Revenues are recognised in the accounts based on actual invoicing. Accumulated excess/shortfall of revenue as shown in the table below is
recognised in future periods.

Excess/shortfall of revenue distribution grid operations, closing balance

O O e ettt ettt ettt et et e e a e et et e et e ek e e s e s e st ea s aaseeseeseennenten 2 eanananne st eeeensennansaneeneeneinrn 2004 e 2013
Cumulative excess revenue transferred to subsequent years 373 264
Cumulative revenue shortfall transferred to subsequent.years T2
Net excess/shortfall Of reVenUe. e 362 e, 243
DISPUTES

Statkraft has extensive business activities and is consequently likely to be involved in disputes of varying magnitude at any time. At the time the
financial statements were prepared, there were no disputes that could have a material effect on Statkraft’s result or liquidity.
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Note 34 Pledges, guarantees and obligations

PLEDGES

Under certain circumstances local authorities and publicly owned
energy companies are entitled to a share of the output from power
plants belonging to Statkraft in return for paying a share of the
construction costs. To finance the acquisition of such rights, the local
authorities/companies have been granted permission to pledge the
power plant as security. The mortgage debt raised by the local authori-
ties under this scheme totals NOK 1065 million. In addition,

GUARANTEES

The Statkraft Group has the following off-balance-sheet guarantees:

NOK million

other subsidiaries have a total of NOK 3403 million in pledged assets.
As of 31 December 2014, the carrying value of the pledged assets

in Statkraft Energi AS totalled NOK 5258 million, and a total of NOK
6797 million in other subsidiaries. Fjordkraft has available overdraft
facilities amounting to NOK 1200 million, being pledged in trade
receivables at a maximum of NOK 600 million. No funds were drawn
at 31 December 2014.

1 Whereof the most material guarantees are regarding energy purchase of NOK 11 812 million and liabilities to suppliers of NOK 8678 million.

Parent company guarantees
Guarantees in NASDAQ OMX Stockholm AB and other energy exchanges

2014 2013
27 480 15 392
2525 2374
30 005 17 766
2 052 1 080
1181 1212

CONTRACT OBLIGATIONS

The Statkraft Group has the following off-balance-sheet obligations:

e Long-term agreements to purchase CO, quotas.

e Agreements relating to purchase of gas equalling 31.7 TWh in the
period to 2017.

Obligation relating to a financial power exchange agreement on the
order of NOK 631 million.

A license agreement relating to the development, construction and
operation of two hydropower plants which involves a responsibility
estimated at EUR 535 million.

An investment decision has been made to build several small-scale
hydro power plant. The investment has a frame of NOK 227 million.
Statkraft decided in September 2010 to build the Cheves hydro-
power plant in Peru. The plant will have an installed capacity of
173 MW and an expected annual production of 866 GWh. The
investment, totaling USD 596 million, of which USD 93 million is
remaining as of December 2014.

See note 3 for information of subsequent events.
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CONCESSIONARY POWER CONTRACTS

The Group recognises concessionary power as normal buying and
selling in accordance with stipulated concessionary power prices upon
delivery, regardless of whether the settlement takes place upon phy-
sical delivery or financial settlement. Concessionary power contracts
are normally regarded as indefinite. The parties can however agree on
financial settlement for a period of time.

At the end of 2014 , the contracts with financial settlement had

a total volume of around 86 GWh and an average price from the
Ministry of Petroleum and Energy of 10.84 gre/kWh. For the remai-
ning contracts with financial settlement, the estimated fair value at
31 December 2014 is around NOK 409 million.
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Note 35 Leases

The total of future minimum lease payments in relation to non-cancellable leases for each of the following periods is:

Within 1 year of Between 1 and 5 years More than 5 years after
R the end of the period __after the end of the period | theendoftheperiod .. ... . Toal
Property rental agreements 208 652 1 009 1 868
Vehicles 13 8 8 29
ONEr IBASES | e D e Ao A6 ! 55
Total 226 664 1 063 1 953

Lease-related rent expensed in the period and specified in the following manner:

LA LRt (L. 11111 L = O Variable lease Sublease payments
Property rental agreements 187 - -
Vehicles 56 - -
Other leases 20 2 =

In 2012, Statkraft established new business activity, offering market access to minor renewable energy producers. Some of these activities are
defined as leases with variable lease payments, and are presented as energy purchases, see notes 12 and 14. The lease agreements have
durations ranging from 1 to 17 years and the rent paid for 2014 was NOK 2488 million.

Statkraft has no financial lease agreements by year end 2014. The sale-leaseback agreement for a transmission asset is in 2014 deconsolida-
ted and is now a part of the offshore wind farm Scira.

Note 36 Fees paid to external auditors

Deloitte AS is the Statkraft Group’s auditor and audits all subsidiaries subject to auditing requirements.

The total fees (excluding VAT) paid to the corporate auditor for auditing and other services were as follows:

I OO R 2004 s 2013
Statutory auditing 14 365 14 798
Other attestation services 1554 1301
Tax consultancy services 3455 2 460
Other services ¥ 4 583 3434

1 The main items in the fees for other services in 2013 and 2014 are related to quality and control procedures associated with the restructuring of the International Hydropower segment
and the attestation of the sustainability report.
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Note 37 Benefits paid to executive management and the Board of Directors

Statkraft is organised into business units and support functions. The managers of these units report to the Group management, which compri-
ses the executive vice presidents (EVPs) and the President and CEO.

Salary and other benefits — executive management

Benefits Salaries and
NOK Salary Bonus ¥ in kind other benefits
S Ry o gTane sen B e Ry e ey 85 50
Jens B. Staff, Executive Vice President? 1 359 184 350 000 77 165 1 786 349
Hallvard Granheim, Executive Vice President® 1 766 084 223 777 138 681 2128 542
Jon Brandsar, Executive Vice President 2 382 888 350 000 133 897 2 866 785
Steinar Bysveen, Executive Vice President 2 513 525 375 000 148 251 3036 776
Hilde Bakken, Executive Vice President 2 346 404 350 000 151 569 2 847 973
Asbjgrn Grundt, Executive Vice President 2 762 976 400 000 192 026 3 355 002
@istein Andresen, Executive Vice President 2450 717 200 000 165 527 2 816 244

1 Bonus earned in 2013, but disbursed in 2014.
2 Jens B. Staff resigned as Executive Vice President on 31 May 2014.
3 Hallvard Granheim was appointed Executive Vice President on 30 June 2014.

The Group management has not received any compensation or financial benefits from other companies in the same Group other than those
shown above. No additional compensation for special services beyond normal managerial functions has been provided. For 2014, total salaries
and other benefits paid to the executive management amounted to NOK 23 675 701.

Bonus for the Executive Vice Presidents for 2014, which will be paid in 2015, is not finally determined. The Executive Vice Presidents are

employed in Statkraft AS. Total accrued bonus compensation for Statkraft AS is as of year end 2014 NOK 33 million. This accrual includes all
employees in Statkraft AS that are eligible for bonus.

Remuneration to the Board, Audit Committee and Compensation Committee as well as participation in Board meetings

Board Audit Compensation Participation in
NOK remuneration Committee Committee board meetings
o FJeII e ey oo e 5
Berit J. Rgdseth, deputy chair 297 100 64 500 - 8
Halvor Stenstadvold, director 268 100 88 950 - 8
Harald von Heyden, director? 136 500 - 15 050 4
Elisabeth Morthen, director? 136 500 - - 4
Hilde Drgnen, director? 136 500 32 800 - 3
Ellen Stensrud, director? 159 650 - - 4
Erik Haugane, director ¥ 131 600 31 700 - 3
Silvija Seres, director? 131 600 - 14 550 4
Thorbjgrn Holgs, employee-elected director 268 100 64 500 - 6
0dd Vanvik, employee-elected director ¥ 131 600 - 14 550 4
Lena Halvari, employee-elected director ¥ 131 600 - - 4
Vilde Eriksen Bjerknes, employee-elected director? 136 500 - - 4
Asbjgrn Seveljordet, employee-elected director? 136 500 - 15 050 4

1 Ellen Stensrud, Silvija Seres, Erik Haugane, Odd Vanvik and Lena Halvari left the board on 27 June 2014.
2) Harald von Heyden, Elisabeth Morthen, Hilde Drgnen, Vilde Eriksen Bjerknes and Asbjgrn Seveljordet entered the board on 27 June 2014.

The Board has no remuneration agreements other than the directors’ fee and remuneration for participation in committee work, nor have any
loans or surety been granted to directors of the Board. Total remuneration paid to the Board, Audit Committee and Compensation Committee in
2014 was NOK 2 664 100, NOK 282 450 and NOK 106 800, respectively.

Pension provisions — executive management

NOK Pensions
G Rynmn gTﬂnne sen B 5575591
Jens B. Staff, Executive Vice President 2 361 467
Hallvard Granheim, Executive Vice President @ 144 401
Jon Brandsar, Executive Vice President 1 169 803
Steinar Bysveen, Executive Vice President 886 790
Hilde Bakken, Executive Vice President 774 139
Asbjgrn Grundt, Executive Vice President 1 105 090
@istein Andresen, Executive Vice President 864 270

Y The year's accounting cost for the pension scheme which reflects the period during which the individual has been an executive employee.
2 Jens B. Staff resigned as Executive Vice President on 31 May 2014.
3 Hallvard Granheim was appointed Executive Vice President on 30 June 2014.

For 2014, the total pension provision for executive management was NOK 7 683 931.
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Note 37 continued

THE BOARD’S STATEMENT REGARDING SALARIES AND OTHER
REMUNERATIONS TO SENIOR EXECUTIVES - 2014

The Board of Statkraft will contribute to a moderate, but competitive
development of executive remuneration in Statkraft. Principles and gui-
delines for salary and other remuneration to executive management
are designed accordingly.

Statkraft’s policy is to offer competitive conditions, but not take a
leading position.

Upon deciding salaries and other remunerations in Statkraft, an
external position assessment system that ranks positions according
to a recognised and widely used methodology is utilised. An annual
survey is then conducted, evaluating how similarly ranked positions

in the Norwegian labour market are compensated. This information,
together with internal reward practices in Statkraft, forms the basis for
determining compensation.

Organisation
The Board of Statkraft has established a separate Compensation
Committee.

The mandate of the Committee is as follows:

e Once a year prepare the Board’s treatment of items relating to the
President and CEOQ’s salary and conditions of employment.

* Prepare the Board’s statement on executive pay and other compen-
sation paid to senior executives.

e Prepare the Board’s treatment of all the fundamental issues relating
to salary, bonus systems, pension, and employment agreements
and similar for the executive management in Statkraft.

e Deal with specific issues relating to compensation for employees
in the Statkraft Group to the extent that the Committee deems that
these concern matters of particular importance for the Group’s
reputation, competitiveness and attractiveness as an employer.

e The President and CEO should consult the Compensation
Committee regarding his recommendations for the salaries for the
corporate executives and Group’s auditor before they are decided
upon.

Report on executive remuneration policy

The President and CEO is only compensated with a fixed salary, and
corporate executives shall receive both a fixed salary and a variable
payment.

Fixed salary The fixed salary is determined based on an assessment
of the specific position and the market — as well as an assessment
against Statkraft’s policy of offering competitive terms, but not take
a leading position. When deciding the annual salary regulation, the
average salary increases of other employees are also considered.

Variable salary In addition to the fixed salary, the Group has a bonus
scheme for the corporate executives based on financial, operational
and individual goals. The annual bonus has a maximum disbursement
of NOK 500 000 per person, from earning year 2015 this has been
changed to 25% of gross base salary.

Other variable elements Other variable elements include arrange-
ments with a company car, newspapers, phone and coverage of broad-
band communication in accordance with established standards.
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Pension plans For wholly owned Norwegian subsidiaries, Statkraft
has established a defined contribution plan in Gjensidige Pensjonsfor-
sikring AS and has a closed defined benefit plan in the Government
Pension Fund (SPK).

The President and CEO, Christian Rynning-Tgnnesen, has a retirement
age of 67 years, and will receive a pension of 66% of his annual
salary, provided that he has been part of SPK during the entire 30-year
vesting period. The other corporate executives have a retirement age
of 65 years at the earliest, with the right to 66% of their annual salary,
provided that they have been part of SPK during the entire 30-year
vesting period.

Statkraft established a pension scheme funded out of current income
for income above 12G in 2003. The scheme included all employees
with an annual salary over 12G, including the President and CEO and
corporate executives. This scheme was closed to new employees in
2012. There is no established new retirement pension scheme for
annual salary over 12G, but an additional salary system has been
established that can be used for supplementary private pension
savings. Additional salary is set at 18% of ordinary salary over 12G.
Group disability coverage relating to salaries over 12G has also been
established.

Position change agreements The President and CEO and certain cor-
porate executives have agreements regarding change of position after
the age of 62. These are agreements where, at any time after the
employee has reached 62 years of age, the executive or the company
has a mutual right to request to resign, or be requested to resign,
from his executive position without further justification. If any of the
parties exercise this right, the executive should be offered another
position with a salary of 75% of the executive’s pay — and working
hours of up to 50% until the agreed-upon retirement age.

The policy regarding executive remuneration has now been amended
and the arrangement is closed to new employees.

Severance arrangements The mutual period of notice for the Presi-
dent and CEO is 6 months. For corporate executives, there is a mutual
notice period of 3 months. After more than 2 years of employment,
the employer’s period of notice is 6 months.

For the President and CEO and certain corporate executives, agree-
ments have been signed guaranteeing a special severance pay from
the employer if notice is given from the employer with a shorter dead-
line than mentioned above. The agreement waives the employee’s
rights in the Work Environment Act (Arbeidsmiljgloven) for protection
against dismissal. If the employer uses this right of termination, the
employee is entitled to a severance payment of up to 12 months’
salary in excess of agreed notice period. The amount shall be paid
monthly. Severance pay shall be reduced according to established
rules if the employee receives other income within the payment
period. These agreements are entered into in accordance with the
Guidelines for the employment conditions of managers in state-owned
enterprises and companies of 28 June 2004.

The policy regarding executive remuneration has also been changed,
and the arrangement is closed to new employees.

Terms, President and CEO Fixed salary paid to the President and

CEO for 2015 is NOK 4 800 000, with other terms as set out in this
statement.
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Note 38 Related parties

All subsidiaries, associates and joint arrangements stated in note 24 The individuals stated in note 37 are members of the corporate

and note 39 are related parties of Statkraft. Intercompany balances management or the Board and are also related parties of Statkraft.

and transactions between consolidated companies are eliminated in

Statkraft’s consolidated financial statements and are not presented in The table below shows transactions with related parties classified

this note. as associates or joint ventures that have not been eliminated in the
consolidated financial statements.

O O e 2004 2013
Revenues 2017 326
Expenses 648 487
Receivables at the end of the period 5028 1 659
Liabilities at the end of the period 303 409

The increase in receivables from 2013 to 2014 of NOK 3369 million is mainly a consequence from changing method of consolidation for some
entities from full consolidation to equity consolidation following reduced shareholding in these companies.

Significant transactions with the owner and companies controlled by the owner
The shares in Statkraft AS are all owned by Statkraft SF, which is a company wholly owned by the Norwegian State.

O OO 2044 ... 2018
Gross operating revenues include:
Concessionary sales at statutory prices 349 341

Net operating revenues includes:
Energy purchases from Statoil 1019 812
Transmission costs to Statnett 1070 939

Operating expenses include:
Property tax and licence fees to Norwegian authorities 1220 1222

Tax expenses include:
Taxes payable to Norwegian authorities 2948 3272

Dividend and Group contribution from Statkraft AS to Statkraft SF 5 600 -

The energy purchase from Statoil shown above includes purchase of gas used either in the Group’s electricity production or resold on the market.
Volumes and prices are based on long-term contracts negotiated at commercial terms. Transmission costs to Statnett are mainly grid tariff. The
prices in this market are stipulated by the Norwegian Water Resources and Energy Directorate. Other transactions with related parties are con-
ducted at commercial terms and conditions.

In addition to the transactions disclosed above, Statkraft AS has on behalf of Statkraft Agder Energi Vind DA issued guarantees for a total of
NOK 31 million to Statnett SF related to connecting the wind power projects Fosen and Snillfjord in Norway to the grid. The warranty period for the
two projects expires in 2015.

Statkraft also has transactions and balances with other enterprises controlled by the Norwegian state, but their size, neither individually nor
combined, have significance for Statkraft’s financial statements.

The leased power plants Sauda I-1V, Svelgen | and Il and Tysso Il were in 2013 transferred from Statkraft SF to Statkraft AS, and further to Stat-

kraft Energi AS. The transactions were recognised at fair value where net assets transferred amounted to NOK 3442 million. Of these, NOK 624
million were treated as capital contribution and NOK 2817 million as other paid-in equity.
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Note 39 Consolidated companies

Shares in consolidated subsidiaries

Registered

Hitra Vind AS
Kjgllefjord Vind AS

Renewable Energies and Photovoltaics Spania S.L.

Smgla Vind 2 AS
Smakraft AS 2

Statkraft Albania Shpk.
Statkraft Asset Holding AS

Statkraft France SAS

Plaine de I'Ain Power SAS

Statkraft Markets BV

Devoll Hydropower Sh.A.
Statkraft Sweden AB
Gidekraft AB
Statkraft Sweden Vattendel 3 AB
Harrsele AB
Statkraft Vind AB
Statkraft Leasing AB
Statkraft SCA Vind AB
Statkraft SCA Vind EInat AB
Statkraft SCA Vind Il AB
Statkraft Varme AB
Statkraft S6dra Vindkraft AB
Statkraft Sodra Vindarrende AB
Vindpark EM AB

Statkraft Varme AB
Statkraft Carbon Invest AS
Statkraft Elektrik Enerjisi Toptan Satis Ltd. Sirketi
Statkraft Energi AS

Aktieselskabet Tyssefaldene

Baltic Cable AB

Statkraft Varme AS

Stjgrdal Fjernvarme AS
Statkraft Enerji A.S.

Anadolu Elektrik A.S.

Cakit Enerji A.S.

Cetin Enerji A.S.

Kargl Kizihrmak Enerji A.S.
Statkraft Financial Energy AB
Statkraft Forsikring AS
Statkraft Germany GmbH

Statkraft Markets GmbH

Statkraft Germany Drei GmbH
Statkraft Germany Finf GmbH
Statkraft Germany Vier GmbH
Statkraft Holding Herdecke GmbH

Kraftwerksgesselschaft Herdecke GmbH & Co. KG

Statkraft Holding Knapsack GmbH

Knapsack Power GmbH & Co KG
Knapsack Power Verwaltungs GmbH

Statkraft Markets Financial Services GmbH
Statkraft Romania SRL
Statkraft South East Europe EOOD
Statkraft Trading GmbH
Statkraft IH Invest AS
Statkraft Brasil AS
Statkraft Investimentos Ltda.
Statkraft Energia do Brasil Ltda.
Statkraft IH Holding AS
Statkraft Holding Singapore Pte. Ltd.

Himal Power Ltd (HPL)

Statkraft Holding Chile Pte. Ltd.

Statkraft Chile Inversiones Electricas Ltd.
Statkraft Chile Tinguiririca SCC
Statkraft Market Services Chile SA

Statkraft Holding Nepal Ltd.

Segment ¥  Country
WP Norway
WP Norway
OA Spain
WP Norway
OA Norway
IH Albania
NH,0A Norway
CT France
CT France
CT The Netherlands
IH Albania
NH, WP Sweden
NH Sweden
NH Sweden
NH Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
WP Sweden
CT Norway
CT Turkey
CT, NH, WP Norway
NH Norway
CT Sweden
DH Norway
DH Norway
IH Turkey

IH Turkey

IH Turkey

IH Turkey

IH Turkey
CT Sweden
OA Norway
CT Germany
CT Germany
CT Germany
CT Germany
Ch Germany
CT Germany
CT Germany
Ch Germany
CT Germany
CT Germany
Gl Germany
CT Romania
CT Bulgaria
Gl Germany
IH Norway
IH Brazil

IH Brazil

IH, CT Brazil

IH Norway
IH Singapore
IH Nepal

IH Chile

IH Chile

IH Chile

IH Chile

IH Nepal
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Bergen
Tirana

Oslo

Lyon

Lyon
Amsterdam
Tirana
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Stockholm
Vaxjo
Stockholm
Kungsbacka
Oslo
Istanbul
Oslo
Tyssedal
Malméo
Trondheim
Trondheim
Istanbul
Istanbul
Istanbul
Istanbul
Istanbul
Stockholm
Oslo
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Dusseldorf
Bucuresti
Sofia
Dusseldorf
Oslo

Oslo
Florianopolis
Florianopolis
Oslo
Singapore
Kathmandu
Santiago
Santiago
Santiago
Santiago
Kathmandu

Shareholding
Parent company and voting share
Statkraft AS 100.00%
Statkraft AS 100.00%
Statkraft AS 70.00%
Statkraft AS 100.00%
Statkraft AS 40.00%
Statkraft AS 100.00%
Statkraft AS 100.00%
Statkraft Asset Holding AS 100.00%
Statkraft France SAS 100.00%
Statkraft Asset Holding AS 100.00%
Statkraft Markets BV 100.00%
Statkraft Asset Holding AS 100.00%
Statkraft Sweden AB 90.10%
Statkraft Sweden AB 100.00%
Statkraft Sweden Vattendel 3 AB 50.57%
Statkraft Asset Holding AS 100.00%
Statkraft Vind AB 100.00%
Statkraft Vind AB 60.00%
Statkraft SCA Vind AB 100.00%
Statkraft Vind AB 60.00%
Statkraft SCA Vind Il AB 100.00%
Statkraft Vind AB 90.10%
Statkraft Sodra Vindkraft AB 100.00%
Statkraft Sédra Vindkraft AB 90.10%
Statkraft Asset Holding AS 100.00%
Statkraft AS 100.00%
Statkraft AS 100.00%
Statkraft AS 100.00%
Statkraft Energi AS 60.17%
Statkraft Energi AS 100.00%
Statkraft Energi AS 100.00%
Statkraft Varme AS 85.00%
Statkraft AS 100.00%
Statkraft Enerji A.S. 100.00%
Statkraft Enerji A.S. 100.00%
Statkraft Enerji A.S. 100.00%
Statkraft Enerji A.S. 100.00%
Statkraft AS 100.00%
Statkraft AS 100.00%
Statkraft AS 100.00%
Statkraft Germany GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Holding Herdecke GmbH 50.00%
Statkraft Markets GmbH 100.00%
Statkraft Holding Knapsack GmbH 100.00%
Knapsack Power GmbH & Co KG 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft Markets GmbH 100.00%
Statkraft AS 67.00%
Statkraft IH Holding AS 100.00%
Statkraft Brasil AS 100.00%
Statkraft Investimentos Ltda. 100.00%
Statkraft I[H Invest AS 100.00%
Statkraft IH Holding AS 100.00%
Statkraft Holding Singapore Pte. Ltd. 50.70%
Statkraft IH Holding AS 100.00%
Statkraft Holding Chile Pte. Ltd. 100.00%
Statkraft Chile Inversiones Electricas Ltd.  100.00%
Statkraft Chile Inversiones Electricas Ltd.  100.00%
Statkraft IH Holding AS 100.00%
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Note 39 continued

Registered Shareholding

N e Segment?  Country . ....office ... Parentcompany and voting share
Statkraft Holding Peru Pte. Ltd IH Peru Lima Statkraft IH Holding AS 100.00%
Statkraft Peru Holding S.R.L IH Peru Lima Statkraft Holding Peru Pte. Ltd 100.00%
Statkraft Peru SA IH Peru Lima Statkraft Peru Holding S.R.L 100.00%
Empresa de Generacion Electrica Cheves SA |H Peru Lima Statkraft Peru Holding S.R.L 100.00%
Statkraft India Pvt. Ltd. IH India New Dehli Statkraft IH Holding AS 100.00%
Statkraft Markets Pvt. Ltd. CT India New Dehli Statkraft IH Holding AS 100.00%
Statkraft Industrial Holding AS IH Norway Oslo Statkraft AS 100.00%
Fjordkraft AS 2 10 Norway Oslo Statkraft Industrial Holding AS 3.15%
Trondheim Kraft AS 10 Norway Trondheim Fjordkraft AS 100.00%
Skagerak Energi AS 10 Norway Porsgrunn Statkraft Industrial Holding AS 66.62%
Skagerak Elektro AS 10 Norway Porsgrunn Skagerak Energi AS 100.00%
Skagerak Kraft AS 10 Norway Porsgrunn Skagerak Energi AS 100.00%
Grunnai Kraftverk AS 10 Norway Porsgrunn Skagerak Kraft AS 55.00%
Sauland Kraftverk AS 10 Norway Hjartdal Skagerak Kraft AS 67.00%
Skagerak Naturgass AS 10 Norway Porsgrunn Skagerak Energi AS 100.00%
Skagerak Nett AS 10 Norway Porsgrunn Skagerak Energi AS 100.00%
Skagerak Varme AS 10 Norway Porsgrunn Skagerak Energi AS 100.00%
Skien Fjernvarme AS 10 Norway Skien Skagerak Varme AS 51.00%
Statkraft Treasury Centre GBP SA OA Belgium Brussels Statkraft AS 100.00%
Statkraft Treasury Centre NOK SA OA Belgium Brussels Statkraft AS 100.00%
Statkraft Treasury Centre SA OA Belgium Brussels Statkraft AS 100.00%
Statkraft Treasury Centre SEK SA OA Belgium Brussels Statkraft AS 100.00%
Statkraft UK Ltd. WP CT United Kingdom London Statkraft AS 100.00%
Andershaw Wind Power Ltd WP United Kingdom London Statkraft UK Ltd 100.00%
Doggerbank Project 1A Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 1B Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 2A Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 2B Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 3A Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 3B Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 4A Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 4B Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 5A Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 5B Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 6A Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Doggerbank Project 6B Statkraft Limited OA United Kingdom London Statkraft UK Ltd. 100.00%
Statkraft Energy Ltd. CT United Kingdom London Statkraft UK Ltd. 100.00%
Rheidol 2008 Trustees Ltd. CT United Kingdom London Statkraft Energy Ltd. 100.00%
Statkraft Western Balkans d.0.0.. ... .| CT Serbia .| Beograd ... SEEKIAMAS 100.00%

1 NH: Nordic hydropower, CT: Continental energy and trading, IH: International hydropower, WP: Wind power, DH: District heating, 10: Industrial ownership, OA: Other activities.
2 Smakraft AS is owned 20% by Skagerak Kraft AS, Agder Energi AS and BKK AS. Statkraft AS owns 40% directly.
3 Fjordkraft AS owned by Statkraft Industrial Holding AS (3.15%), Skagerak Energi AS (48%) and BKK AS (48.85%).

Non-controlling interests’ share of the Group’s activities
There are significant non-controlling shareholdings in Skagerak Energi AS. Statkrafts share of SN Power Invest AS has been alterd through a large
transaction in 2014. For closer description see note 24. Their shares of the Group’s activities and cash flows can be found in the following table:

................................ SKIHl Group ™ . .................SkegerskEnergiGroup®
e 20 2008 20448 2013
Gross revenues 1 809 1 893 2 359 2 875
Total comprehensive income 3369 77 161 490
- of which allocated to non-controlling interests 52 68 -3 -2
Assets 17 279 16 980 11 292 10 705
Debt 5579 4 757 7 534 6 827
Equity 11 700 12 223 3 597 3878
- of which accumulated non-controlling interests 1197 1079 31 31
Dividend disbursed to non-controlling interests - 79 - -
Net cash flow from operating activities 3 S moamosoasEREaEaaAIRER0NE 2 onoooapasasosmaBaIR0: 599 i, 912

1 SKIHI Group was established as a part of the restructuring of old SN Power and is own by Statkraft with 67% and Norfund 33%. See note 24.
2 Table based on annual report.
3 Net cash flow from SKIHI Group will be prepared from fiscal year 2015.
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Income statement
Statkraft AS parent company

NOK million Note 2014 2013
'()uﬁé'r'é'fi'ﬁg e 4 g g ia
Gl ndpayroll L 56 .................... ey e
Other operating expenses 7,21, 23 -811 -797
Depreciation 10 -61 -38

Financial income 8,23 468 310
Financial costs 8,23 -1 427 -1 642
Revenues from investments in subsidiaries and associates 8,23 5431 4 598
Net realised and unrealised securities 8,23 -1 855 2 352
Net realised and unrealised currency and derivatives 8 -5 004 -7 093
Loss before tax -3212 -2 363
Tax expense 9 770 1487

Allocation of net loss for the year

Dividends payable 15 5 600 -
Transfer to (+)/from (-) other equity 15 -8 042 -876
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Balance Sheet
Statkraft AS parent company

NOK million Note 31.12.14 31.12.13
RGBT T e T
Deferred tax asset 9 1641 807
Property, plant and equipment 10 295 290
Investments in subsidiaries, associates and joint ventures 11 97 268 111 120
Derivatives 20 100 1112
Other non-current financial assets 12 8 433 90
e e PR 15015
B y CE ey 550
Derivatives 20 1619 364
Cash and cash equivalents 14 9 560 4 853
e ey 5807
T R 156 555

EQUITY AND LIABILITIES

Paid-in capital 15 53 543 46 193
Retained earnings 15 3979 12 185
'E'ﬁijiﬁ ...................................................................................................................................................................... iy o
B T Gy e
Long-term interest-bearing debt 3,17 23 875 28 981
Derivatives 20 2210 3314
i Bﬁéiféfh'i e s SEany 55584
G bearlngdebt .............................................................................................................. 3 RN S 33555
Taxes payable 9 - 66
Derivatives 20 4748 774
Other interest-free liabilities 19 6 315 701

The Board of Directors of Statkraft AS
Oslo, 4 March 2015

UU iwk Lot e Hhrenea

Olav Fjell Berit Rgdseth Halvor Stenstadvold
Chair of the Board Deputy chair Director

7. ey o — i Do

Harald/von Heyden Elisabeth Morthen Hilde Drgnen
Director Director Director

|- _— //

Asbiorn Sevleovclelr ld(f&ﬂ&\gﬁ[w.,__ / e'i/*/{i'“ / c”éf

Asi)jzrn Sevlejordet Vilde Eriksen Bjerknes Thorbjgrn Holgs
Director Director Director

Chashan %umrli’ PR

Christian/Rynning-Tgnnesen
President and CEO
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FINANCIAL STATEMENTS

STATKRAFT AS

Statement of Cash Flow
Statkraft AS parent company

NOK million Note 2014 2013
CASH FLOW EROM OPERATING RGTIVITIES oot S S
Profit before tax -3212 -2 363
Depreciation 10 61 38
Write-downs/reversal of write-downs from previous years 8 1844 -2 360
. fromoperatmg s ey T ERs
B hanges ol Iongterm B e 5059
Changes in other short-term items -1 339 3073
Not cach flow e .(.).bé.ré.t.i.hg T s o EEy sy

CASH FLOW FROM INVESTING ACTIVITIES
Investments in property, plant and equipment 10 -67
Investments in and proceeds from sale of other companies

CASH FLOW FROM FINANCING ACTIVITIES

New debt 1195 11 729
Capital deposit 5 000 -
Repayment of debt -3 483 -3 505
Dividend and Group contribution paid - -2 910

Cash and cash equivalents 01.01 14 4 853 3002

Cash and cash equivalents 31.12 14 9 560 4 853

1 New debt in 2014 relates to changes in group cash pool balances in its entirety

Notes
Statkraft AS parent company

Index of notes to the financial statements

Note 1  Significant accounting policies Note 13 Receivables

Note 2 Market risk Note 14 Cash and cash equivalents
Note 3  Market and liquidity risk analysis Note 15 Equity

Note 4  Operating revenues Note 16 Provisions

Note 5  Payroll costs and number of full-time equivalents Note 17 Long-term interest-bearing debt
Note 6  Pensions Note 18 Current interest-bearing debt
Note 7  Other operating expenses Note 19 Other interest-free liabilities
Note 8 Financial income and costs Note 20 Derivatives

Note 9  Taxes Note 21 Fees paid to external auditors
Note 10 Property, plant and equipment Note 22 Obligations and guarantees
Note 11 Shares in subsidiaries and associates Note 23 Related parties

Note 12 Other non-current financial assets Note 24 Subsequent events
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Note 1 Significant accounting policies

The annual accounts for Statkraft AS have been prepared in accor-
dance with the Accounting Act and generally accepted accounting
principles in Norway (Norwegian GAAP).

VALUATION AND CLASSIFICATION PRINCIPLES

Uncertainties in estimates The accounts are based on assumptions
and estimates that affect the book value of assets, liabilities, income
and costs. The best estimate at the time when the accounts are
rendered form the basis, but the actual figures may deviate from the
initial estimates.

Principles for recognition of income and expensing of costs Recog-
nition of revenues from sale of goods and services takes place when
earned, while expensing of costs takes place in accordance with the
accrual principle. Dividends and group contributions from subsidiaries
are recorded as income during the year when earned, while dividends
from other companies are recognised as income in accordance with
the cash basis of accounting. Gains/losses from sale of property,
plant and equipment are treated as operating revenues or expenses.

Pensions - Defined benefit schemes A defined benefit scheme is a
retirement benefit scheme that defines the retirement benefits that
an employee will receive on retirement. The retirement benefit is
normally set as a percentage of the employee’s salary. To be able to
receive full retirement benefits, contributions will normally be required
to be paid over a period of between 30 and 40 years. Employees who
have not made full contributions will have their retirement benefits
proportionately reduced. The liability recognised in the balance sheet
which relates to the defined benefit scheme is the present value of
the future retirement benefits that are reduced by the fair value of
the plan assets. The present value of future benefits in the pension
schemes accrued at the balance sheet date is calculated by accrued
benefits method.

Remeasurement gains and losses attributable to changes in actuarial
assumptions or base data are recognised directly against equity.

Net pension fund assets for overfunded schemes are classified as
non-current assets and recognised in the balance sheet at fair value.
Net retirement benefit liabilities for underfunded schemes and non-
funded schemes that are covered by operations are classified as
long-term liabilities.

The net retirement benefit cost for the period is included under
salaries and payroll costs, and comprises the total of the retirement
benefits accrued during the period, the interest on the estimated
liability and the projected yield on pension fund assets.

Pensions - Defined contribution schemes A defined contribution
scheme is a retirement benefit scheme where Statkraft AS pays fixed
contributions to a fund manager without incurring further obligations
for the company once the payment has been made. The payments are
expensed as salaries and payroll costs.

Taxes Statkraft AS is subject to tax on profits that is calculated in
accordance with ordinary tax rules. The tax charge in the income
statement comprises taxes payable and changes in deferred tax
liabilities/assets. Taxes payable are calculated on the basis of the
taxable income for the year. Deferred tax liabilities/assets are calcu-
lated on the basis of temporary differences between the accounting
and tax values and the tax effect of losses carried forward. Deferred
tax assets are only recognised in the balance sheet to the extent it is
probable that the assets will be realised in the future. Tax related to
equity transactions is recognised in equity.

Classification and valuation of assets and debt Assets intended for
lasting ownership or use are classified as fixed assets. Other assets
are classified as current assets. Receivables that will be repaid within
12 months are classified as current assets. Corresponding criterias
are used to classify current and long-term liabilities.

Fixed assets are valued at cost, but are impaired when the reduction
in value is not expected to be transitory. Impairment is reversed
when the basis for the impairment no longer exists. Fixed assets with
limited useful economic life are depreciated according to schedule.
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Long-term loans are recognised in the balance sheet at nominal
value, corrected for any unamortised early redemption penalty or dis-
count. Current assets are valued at the lower of cost and fair value.
Short-term loans are recognised in the balance sheet at nominal
received amount at the time of establishment.

Property, plant and equipment Property, plant and equipment are
recognised in the balance sheet and depreciated on a straight-line
basis from the time the property, plant or equipment starts regular
operations. The acquisition cost consists solely of directly attributa-
ble costs. Indirect administration costs are excluded when recogni-
sing own hours in the balance sheet.

Investment in subsidiaries, associated companies and joint ven-
tures Subsidiaries are companies where Statkraft AS has controlling
influence over financial and operational principles. Controlling influ-
ence is normally achieved when the company owns more than 50%

of the voting shares. The investment is valued at cost for the shares
unless impairment has been necessary. Impairment is done when the
reduction in value is due to reasons that cannot be considered transi-
tory. Impairment is reversed when the basis for the impairment no
longer exists. Dividends and other disbursements received are recog-
nised as income in the same year that the subsidiary allocated it. If
the dividend exceeds the share of retained profits after the purchase,
the excess part represents repayment of invested capital and the dis-
bursements received are deducted from the value of the investment
in the balance sheet. Associated companies are companies where
Statkraft AS has significant influence. Significant influence is normally
deemed to exist where the company owns or controls from 20 to

50% of the voting shares. Joint ventures are where Statkraft shares
control of a company together with another party.

Long-term share investments and shareholdings All long-term
investments are treated in accordance with the cost method. Divi-
dend received is treated as financial income.

Receivables Accounts receivable and other receivables are recog-
nised at nominal value after the deduction of expected loss. Loss
allocations are made on the basis of individual evaluations of each
receivable.

Short-term financial investments Shares, bonds, certificates and
equivalents classified as current assets are evaluated at market
value.

Cash and cash equivalents The line item cash and cash equiva-
lents also includes certificates and bonds with short residual terms.
Market settlements for derivatives connected with financial activities
(cash collateral) are recognised in the balance sheet.

Contingent liabilities Contingent liabilities are recognised if settle-
ment is more likely than not. Best estimates are used when calcula-
ting settlement value.

Long-term debt Borrowing costs and early redemption penalty or
discount are recognised in accordance with the effective interest
rate method (amortised cost) for fixed interest debt. The first year’s
repayments relating to long-term debt are presented as current
liabilities.

FINANCIAL DERIVATIVES AND HEDGING

The accounting treatment of financial instruments follows the inten-
tion behind entering into the agreements. Upon entering into the
agreement, it is either defined as a hedging transaction or a trading
transaction. Classification of derivatives is performed in accordance
with the general guidelines for such classification, with the excep-
tion of some derivatives that are hedging instruments in hedge
accounting, where the derivatives are presented together with the
hedging item.

Interest rate derivatives Statkraft AS uses interest rate derivati-
ves to adapt interest rate exposure to the Group’s debt portfolio.
Recognition of gains and losses depends on whether the interest rate
derivative has been classified as a hedging instrument and, if applica-
ble, the type of hedging. Interest rate derivatives that are not hedging
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STATKRAFT AS

Note 1 continued

instruments are recorded in accordance with the lowest value prin-
ciple. Unrealised losses or gains are included in the financial result.
Interest rate derivatives that are defined as hedging instruments are
accrued in the same way as interest on hedged debts or receivables.
Interest rate derivatives are classified as long-term financial assets or
long-term financial liabilities if the remaining term is longer than one
year.

Gains and losses are recognised in the income statement when
settling loans before maturity. Interest rate derivatives in connection
with loans that have been repaid are normally cancelled. Gains and
losses from cancelled interest rate swaps are accrued together with
underlying loans.

Currency derivatives In order to hedge against fluctuations in the
foreign currency rates, Statkraft AS uses currency derivatives in

line with approved financial policy. Recognition of gains and losses
depends on whether the currency derivative has been classified as a
hedging instrument and, if applicable, the type of hedging. Currency
derivatives which are not hedging instruments are valued at fair value.
Changes in value are recorded in the income statement as financial
income or financial costs.

Hedging The accounting treatment of financial derivatives designated
as hedging instruments is recorded in line with the principles for the

hedging types asset hedging and cash flow hedging. In the event of
hedging of assets or liabilities in the balance sheet, the derivative is
recognised at fair value. The carrying value of the hedged asset or
liability is adjusted for the value of the financial derivative’s change in
value which is related to hedged risk. When hedging future cash flows,
the unrealised gains and losses of the hedging instruments are not
recorded in the balance sheet.

Currency Money items denominated in foreign currency are valued at
the exchange rate on the balance sheet date. Realised and unrealised
currency effects are presented as net in the financial statements as
financial income or financial cost. Transactions denominated in foreign
currency are translated using the exchange rate at the transaction
date.

Cash flow statement principles The cash flow statement has been
prepared using the indirect method. The statement starts with the
company’s result for the year in order to show cash flow generated by
regular operating, investing and financing activities respectively.

Note 2 Market risk

RISK AND RISK MANAGEMENT OF FINANCIAL INSTRUMENTS IN
GENERAL

Risk management is about assuming the right risk based on the
Group’s ability and willingness to take risks, expertise, solidity and
development plans. The purpose of the risk management is to identify
threats and opportunities for the Group, and to manage the risk
towards an acceptable level. The central treasury function in Statkraft
AS coordinates and manages the financial risks relating to currency,
interest rates and liquidity of the Group. A more detailed explanation
of how these are managed will be provided in the following.

FOREIGN EXCHANGE AND INTEREST RATE RISK

Statkraft AS uses interest rate and foreign currency instruments to
manage the company’s interest rate and foreign exchange exposure.
Interest rate and currency swaps and forward exchange rate contracts
are used to achieve the desired currency and interest rate structure
for the company’s loan portfolio. Forward exchange rate contracts are
also used to hedge cash flows denominated in foreign currency.

Foreign exchange risk Statkraft AS incurs foreign exchange risk in
the form of transaction risk in connection with investments and other
cash flows in foreign currencies. Balance sheet risk is related to sha-
reholdings in foreign subsidiaries.

Statkraft AS hedges its currency exposure related to cash flows from
energy sales of physical contracts and financial trading on energy
exchanges, investments, dividends and other currency exposures

in accordance with the company’s financial strategy. Exposure is
hedged by using financial derivatives and loans in foreign currencies
as hedging instruments. Few of the hedging relationships fulfil the
requirements of hedge accounting.

Interest rate risk Statkraft AS interest rate exposure is mainly
related to the debt portfolio. An interest rate management framework
has been established based on a split between fixed and floating
interest rates. The floating interest percentage shall be in the 25-75%
interval. The part of the portfolio exposed to fixed interest rates shall

have a remaining maturity of at least five years. The strategy for mana-
ging interest rate risk has been established based on an objective of
achieving the most cost-efficient financing, coupled with the aim of a
certain stability and predictability in finance costs. The currency posi-
tions that are to be entered into are assessed on an ongoing basis,
given the market conditions observed for the currency and the overall
exposure that exists for that currency in the Group.

LIQUIDITY RISK

Statkraft AS assumes a liquidity risk because the terms of its financial
obligations are not matched to the cash flows generated by its assets.
Statkraft AS has good borrowing opportunities from the Norwegian
and international money markets and from the banking market. Draw-
down facilities have been established to secure access to shortterm
financing.

Liquidity forecasts are prepared as an important part of the daily
liquidity management and for planning future financing requirements.
The liquidity reserve is a tool for risk management and functions as a
buffer in relation to the liquidity forecast.

CREDIT RISK

Credit risk is the risk of a party to a financial instrument inflicting a
financial loss on the other party by not fulfilling its obligations. Stat-
kraft AS assumes counterparty risk when placing surplus liquidity and
when trading in financial instruments.

Placement of surplus liquidity is mainly divided among institutions
rated A- or better. There are established exposure limits with individual
counterparties, which are used for short-term placements.

For financial derivatives, credit risk is reduced by using cash colla-
teral. Cash collateral is settled on a weekly basis and will therefore
not always be settled on 31 December. Therefore there could be an
outstanding credit risk at year-end.
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Note 3 Market and liquidity risk analysis

Specification of debt by currency

NOK million 2014 2013
R R s
Debt in SEK 464 1845
Debt in EUR 14 466 12 315
Debt in GBP 4 699 4 699
Interest rate swaps 2 650 1413

The specification includes long-term interest-bearing debt, the first-year instalment on debt, certificate loans, interest rate swaps and combined
interest rate and currency swaps. Specification of debt by currency includes effects from combined interest rate- and currency swaps, since
Statkraft uses these swaps to achieve the desired currency structure for the company’s debt portfolio.

Nominal average interest rate, NOK 5.50% 4.80%
Nominal average interest rate, SEK 0.90% 1.30%
Nominal average interest rate, EUR 3.30% 3.60%
Nominal average interest rate, GBP 0.80% 0.80%
Fixed interest rate debt portfolio D NEER EID CIMEIIND - ccsoscooncnsnsasasescsonsnss

NOK million 2015 1-3 years 3-5 years 5 years and later Total
B ey g CEreT PE TR PR
Debt in SEK 464 - = o 464
Debt in EUR 8 206 441 5 857 -39 14 466
Debt in GBP 4 699 - - - 4 699
Interest rate swaps -11 094 3229 5168 5 347 2 650
e PRI E ey e SoeE SSTEs

Interest rate swaps and combined interest rate- and currency swaps must be seen in connection with debt, since Statkraft uses interest rate
derivatives to adapt interest rate exposure to the company’s debt portfolio.

Repayment schedule

NOK million 2015 2016 2017 2018 2019 After 2019 Total
Do (bac o backagree - ent) ........................... socssccecceacaiaa: socssccecceacaiaa socssccecceacaiaa sosssccoceec og 200200000000 P
Bonds issued in the Norwegian market 2 152 4291 - - 1 000 1 500 8 943
Other debt issued in non-Norwegian markets 4519 - 5 860 - 4 501 6 290 21 170
Interest rate swaps and combined 1129 66 114 194 401 745 2 650
R ST FE oy e Saes SRR TS

Note 4 Operating revenues

Operating revenues mainly consist of intra-group service revenues, including property rental revenues.
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Note 5 Payroll costs and number of full-time equivalents

NOK million

Salaries

Employers' national insurance contribution
Pension costs

Other benefits

2014 2013
436 374
78 67
48 106
29 19
591 567

The parent company employed an average of 474 full-time equivalents in 2014. The corresponding figure for 2013 was 418. Pension costs are
described in further detail in note 6. For information about salaries and payroll costs for the Group management and the board of directors, see

note 37 in the Group accounts.

Note 6 Pensions

Defined contribution schemes Statkraft’s pension scheme for new
employees in wholly owned companies in Norway from 1 January
2014 is a defined contribution scheme. The contributions are 6% of
the pensionable salary up to 7.1 of the National Insurance Scheme’s
basic amount (G), and 18% of the pensionable salary between 7.1G
and 12G. In addition to retirement pensions, the contribution scheme
also entails risk covers.

Funded defined benefit schemes The pension benefit scheme in the
National Pension Fund (SPK) was closed 1 January 2014. Existing
members as of 31 December 2013 could choose to enter into the
new defined contribution scheme, which 70 employees did. The effect
of employees entering into the new contribution scheme is a part of
the estimated deviation for the period.

The defined benefit schemes cover retirement, disability, survivor
pensions. The retirement schemes provide pension benefits amoun-
ting to 66% of pensionable income, up to 12G, with maximum accrual.
The majority of the companies also offer early retirement from the age
of 62 under the Norwegian early retirement pension scheme. Pension
benefits from the SPK are guaranteed by the Norwegian state (Section
1 of the Pension Act). Companies with schemes in the SPK pay an
annual premium and are responsible for the financing of the scheme.
The SPK scheme is not asset based, but management of the pension
fund assets is simulated as though the assets were invested in
Norwegian government bonds. In simulations it is assumed that
bonds are held to maturity.

94

Unfunded defined benefit schemes In addition to the above, some
Group companies in Norway have entered into a pension agreement
that provide all employees whose pensionable incomes exceed 12G
with a retirement and disability pension equivalent to 66% of that
portion of their pensionable income exceeding 12G. The agreement
was closed 30 April 2012. Existing members of the closed agreement
who leave the company before pensionable age receive a deferred
pension entitlement for the scheme above 12G, provided they have at
least three years’ pension entitlements.

Actuarial calculations The present value of defined benefit pension
liabilities and the current year’s accrued pension entitlements are
calculated using the accrued benefits method. The net present value
of pension benefits accrued at the balance sheet date adjusted for
expected future salary increases until pensionable age is based on
best estimate assumptions as of 31 December 2014. Calculations
are based on staff numbers and salary data at the end of the year.

Scheme changes in 2014 are related to implementation of adjustment
for life expectancy on public service occupational pension schemes
for those born in 1954 or later, and changes in disability pension. The
actuarial loss recognised in equity during the year is mainly due to
reduced discount rate.
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Note 6 continued

Economic assumptions 31.12.14 01.01.14 31.12.13
D|scountrateandprOJectedyleId ..................................................................................... Sl R
Salary adjustment 2.75% 3.75% 3.75%
Adjustment of current pensions 1.75% 2.75% 2.75%
Adjustment of the National Insurance Scheme’s basic amount (G) 2.50% 3.50% 3.50%
Forecast annual exit

— Up to age 45 3.50% 3.50% 3.50%
— Between ages 45 and 60 0.50% 0.50% 0.50%
— Over age 60 0.00% 0.00% 0.00%
Rate of inflation 1.50% 1.75% 1.75%
Tendency to take early retirement (AFP) 10.00% 10.00% 10.00%
Demographic factors for mortality and disability K2013/IR73 K2013/IR73 K2013/IR73

The discount rate is set at 2.2% for Norwegian pension schemes and is based on high-quality corporate bonds (OMF).

Number of employees and pensioners covered by benefit schemes 2014 2013
o ployees R by B B e
Employees covered by defined contribution schemes 141 -
Pensioners covered by defined benefit schemes 37 34

Breakdown of pension costs for the period

NOK million 2014 2013
B pen5| N ye e i o5
Interest costs on pension liabilities 37 33
Projected yield on pension assets -17 -13
Employee contributions -6 -6
Scheme change(s) -53 -
Employers' national insurance contribution 5 13
o pe e p—— 05

Defined contribution schemes
Employers contribution incl national insurance contribution 7 -

Reconciliation of pension liabilities and pension fund assets

NOK million 2014 2013
Present value of accrued pension entitiements for funded defined benefit schemes 8ag 712
Fair value of pension assets 452 410
R p e I|ty T g 565
Present value of accrued pension entitlements for unfunded defined benefit schemes 311 235
Employers' national insurance contribution 929 75
Netpen5|onllab|llt|e5807 .............................. s

Movement in actuarial gains and losses recognised directly in equity

NOK million 2014 2013
Cumulative amount recognised directly in equity before tax 01.01 114 94
Actuarial gains and losses recognised in equity during the year 225 -39

Of which recognised against equity 247 82

Of which recognised in deferred tax 92 32
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Note 7 Other operating expenses

NOK million 2014 2013
e
Purchase of third-party services 630 495
Other operating expenses 165 285
B G ————

Note 8 Financial income and costs

Financial income

NOK million 2014 2013
Interest|ncomefromgroupcompan|es29165
Interest income 57 138
Other financial income 120 107
s 316

Financial costs

NOK million 2014 2013
Interestexpensetogroupcompames247365
Interest expenses -1 163 -1 255
Other financial costs -17 -22
e s

Revenues from investments in subsidiaries and associates

NOK million 2014 2013
D|V|dendfromgroupcompames1141 ...................................... o8
Group contribution 4 290 3900
O o8

Net realised and unrealised securities

NOK million 2014 2013
Write-downs/reversal of write-downs from previous years ¥ -1 844 2 360
Gains and losses on securities, realised and unrealised -11 -8

Total 2

1 Write downs is in 2014 mainly related to write-down of shares in Statkraft Germany GmbH and Statkraft Enerji A.S. of NOK 1210 million and NOK 526 million, respectively. The write-
down in Statkraft Germany GmbH is due to revaluation of underlying operations whereas write-down of shares in Statkraft Enerji A.S. is due to a delayed project. See note 23 in the
Group financial statements for more information regarding the write-down in Statkraft Enerji A.S. Net reversal of write-down in 2013 is mainly due to currency effects on investments in
Statkraft UK Ltd. and Statkraft Germany GmbH.

Net realised and unrealised currency and derivatives

NOK million 2014 2013
Currencygalnsandlossesreal|sed772924
Currency gains and losses, unrealised -2 978 -5 786
Gains and losses derivatives, realised -2 -2
Gains and losses derivatives, unrealised ¥ -1 252 -381
et
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Note 9 Taxes

The tax expense comprises the following

NOK million 2014 2013
T
Correction relating to tax assessment for previous years -2 -
Withholding tax 6 -
Change in deferred tax -774 -1 553
fé.fé.l..té;(..éiﬁé.h.s.é.i.h..t.r.].é.iﬁé.éﬁq.é..s.ié{é.ﬁiéﬁt_..................................................................................................._.7..7.6...................................._i..z.lé.?.

Income tax payable

NOK million 2014 2013
Incometaxpayableontheproﬂtfortheyear66
P p ayab|e66
Reconciliation of nominal tax rate and effective tax rate

NOK million 2014 2013
e
Expected tax expense at nominal rate ¥ -867 -662
Effect on taxes of:

Tax-free income -308 -195
Changes relating to previous years -74 -1
Withholding tax 6 -
Changes in tax rates - 30
Impairment/reversal of impairment previous years 469 -661
Other permanent differences, net 4 2

Y Nominal tax rate of 27% for 2014, 28% for 2013.

Breakdown deferred tax
The following table provides a breakdown of the net deferred tax. Deferred tax assets are recognised in the balance sheet to the extent it is
probable that these will be utilised.

NOK million 2014 2013
Currentassets/currentI|ab|||t|es2604999
Derivatives -2 616 -1 331
Property, plant and equipment -52 -46
Pension liabilities -807 -612

Deferred tax (+)/deferred tax asset (-) as of 01.01 -807 757
Recognised during the period -774 -1 553
Merged deferred tax from Statkraft Development AS - -22
Recognised directly in equity -60 11
Deferredtax(+)/deferredtaxasset()asof31121641807
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Note 10 Property, plant and equipment

NOK million

Operating equipment
and fixtures and fittings

Cost 01.01

Additions

Retirement

Transferred from assets under construction

Cost 31.12

Accumulated depreciation and impairment 31.12

Plants
under construction Total
160 511
10 67
- -94
-159 -
11 484
- -189

98

STATKRAFT ANNUAL REPORT 2014



Note 11 Shares in subsidiaries and associates

SINIWILVYLS TVIONVNIL

Registered Shareholding and Equity Net profit Carrying
NOSGIIO ___copasosospasasasnasasconssasasnasasnsnesasasssnasasnaasasnssasamenanasasasasmananasasasasnsns OICERN. Ot I T2 20 T ZULZ® . ocncococooos el
Shares in subsidiaries
Hitra Vind AS Oslo 100.00% 173 -20 95
Kjgllefjord Vind AS Oslo 100.00% 90 -16 102
Renewable Energies and Photovoltaics Spain S.L. Malaga 70.00% 1 - 4
Smgla Vind 2 AS Oslo 100.00% 337 -88 150
Smakraft AS ¥ Bergen 40.00% 622 -5 596
Statkraft Albania Shpk. Tirana 100.00% 1 -7 18
Statkraft Asset Holding AS Oslo 100.00% 19 -11 4 441
Statkraft Carbon Invest AS Oslo 100.00% 18 32 4
Statkraft Elektrik Enerjisi Toptan Satis Ltd. Sirketi Istanbul 100.00% 37 -1 44
Statkraft Energi AS ¥ Oslo 100.00% 17 196 4 581 14 295 0
Statkraft Enerji A.S. Istanbul 100.00% 1 650 10 3376 ﬁ
Statkraft Financial Energy AB Stockholm 100.00% 18 3 1 §
Statkraft Forsikring AS Oslo 100.00% 123 64 80 3
Statkraft Germany GmbH Disseldorf 100.00% 4 220 -45 6 971 5
Statkraft Industrial Holding AS # Oslo 100.00% 3 486 -207 10 440
Statkraft IH Invest AS Oslo 67.00% 8 853 61 6 280
Statkraft Treasury Centre GBP SA Brussels 100.00% - - -
Statkraft Treasury Centre NOK SA Brussels 100.00% - - -
Statkraft Treasury Centre SA Brussels 100.00% 63 354 1817 46 569
Statkraft Treasury Centre SEK SA Brussels 100.00% - - 1
Statkraft UK Ltd. London 100.00% 3103 65 3453
Statkraft Western Balkans d.o.o. Belgrade 100.00% 18 -1 28
Sddra Statkraft Vindkraft Utveckling AB Stockholm 90.10% - - 1
T 5650
Associates and joint ventures
Fosen Vind AS Oslo 50.10% - - -137
Naturkraft AS Tysveer 50.00% 633 16 76
Statkraft Agder Energi Vind DA?2 Kristiansand 62.00% 175 -42 106

Total associates and joint ventures

1 Smakraft AS is owned 20% by Skagerak Kraft AS, Agder Energi AS and BKK AS. Statkraft AS owns 40% directly.

21 A shareholder’s agreement indicates joint control in Statkraft Agder Energi Vind DA.

3 The financial statements 2014 for most subsidiaries and associates have not been finalised. See footnote 4) for exceptions.
4 Based on annual accounts for 2014.
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Note 12 Other non-current financial assets

NOK million 2014 2013
LoanstoGroupcompames836515
Other shares and loans 67 75
T

Note 13 Receivables

NOK million 2014 2013
R e E
Interest-bearing restricted funds related to cash collateral (see note 14) 2 668 1 009
Other receivables 148 98
Group cash pooling receivable 8 722 1421
Short-term receivables from group companies 4819 5 056
T

As of 31 December 2014, no need to recognise a provision for bad debts has been identified. Short-term receivables from Group companies
comprise dividends and group contribution from subsidiaries.

Note 14 Cash and cash equivalents

NOK million 2014 2013
Cashandcashdep05|t56499 ..................................... 3388
Certificates and promissory notes 3061 1 465
R s

Cash collateral is payments to/from counterparties as security for the net unrealised gains and losses that Statkraft AS has on interest rate
swaps, combined interest rate and currency swaps and forward exchange contracts. The table below shows net payments at year end from coun-
terparties, who will eventually be repaid. See notes 13 and 18.

NOK million 2014 2013

Statkraft AS has long-term committed drawing facilities of up to NOK 12 000 million and a bank overdraft of up to NOK 1000 million. Neither had
been used as of 31 December 2014.

Note 15 Equity

Paid-in capital

Share premium Other paid-in Retained Total
NOK million Share capital account capital earnings equity
Equ|tyas of 3 11212 ....................................................... 3 0 000 .................. 15 553 .......................... 16 ................... 13 007 ................... 58576
Profit for 2013 - - - -876 -876
Actuarial gains/losses pensions - - - 29 29
Merger with Statkraft Development AS - - - 25 25
Capital contribution 600 24 - - 624

Actuarial gains/losses pensions - - - -164 -164
Dividends 2014 - - - -5 600 -5 600
Capital contribution 2 400 4 950 - - 7 350

The company has a share capital of NOK 33 billion, divided into 200 million shares with a par value of NOK 165. All shares are owned by
Statkraft SF.
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Note 16 Provisions

NOK million 2014 2013
R G 5
Other provisions 65 7
e g 56

Pension liabilities are described in further detail in note 6.

Note 17 Long-term interest-bearing debt

NOK million 2014 2013
Do '('k')'é S Ié'g.r - }Héhf) ................................................................................................ g ————— s
Bonds issued in the Norwegian market 6 791 8 936
Other debt issued in non-Norwegian markets 16 651 19 601
Other debt 33 45
T 55 o8

Note 18 Current interest-bearing debt

NOK million 2014 2013
Flrstyearsmstalmentofdebt6671 ................................... 355
Group cash pooling debt 30 896 26 507
Debt related to cash collateral (see note 14) 1088 938
Current debt to Group companies 1121 2 427
i 33953

Note 19 Other interest-free liabilities

NOK million 2014 2013
T s
Tax withholding and employers' national insurance contribution owed 44 37
Current liabilities to Group companies 5623 262
T
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Note 20 Derivatives

Statkraft trades in financial derivatives for different purposes. Accounts will depend on the purpose as described in the accounting policies note.

Currency and interest rate agreements
Accounting value and fair value of currency and interest rate derivatives:

31.12.2014 31.12.2013

B NS Carrymg ................................ Falr .......................... Carrymg ............................... Falr
NOK million value value V) value value V)
C”ﬁ'iiér'{éy e
Interest rate swaps - 492 - 1 536
Forward exchange rate contracts 100 100 1112 1112
Combined interest rate and currency swaps - 260 - 386
T s
Derivatives - current assets

NOK million

C”ﬁ'iiér'{é')} e
Interest rate swaps - 2 - 33
Forward exchange rate contracts 1619 1619 364 364
Combined interest rate and currency swaps - 724 - 303

Derivatives — long-term liabilities
NOK million

Currency and interest rate derivatives

Interest rate swaps 1491 1491 1 020 1 020
Forward exchange rate contracts 719 719 1982 1982
Combined interest rate and currency swaps - - 312 312
R s 5514

Derivatives — current liabilities

NOK million

'(:"ﬁ'ir'ér'{é'g} o o
Interest rate swaps 11 11 - 11
Forward exchange rate contracts 3623 3623 738 738
Combined interest rate and currency swaps 1114 1114 35 35

1 Fair value does not include accrued interests.

The fair value of interest rate swaps, as well as combined interest rate and currency swaps, is determined by discounting expected future cash
flows to current value through use of observed market interest rates and quoted exchange rates from ECB. The valuation of forward currency
exchange contracts is based on quoted exchange rates, from which the forward exchange rate is extrapolated. Estimated present value is sub-
jected to a test of reasonableness against calculations made by the counterparties to the contracts.

The interest rate swaps, including the interest portion of combined interest rate and currency swaps, are part of risk management and are acco-
unted for as hedging or at the lowest value principle, depending on whether the requirements for hedge accounting are achieved. The fair value of
interest rate swaps designated as hedging (fair value) totalled NOK -6 million at 31 December 2014, while the interest rate swaps at the lowest
value principle amounted to NOK -2616 million. Ineffectiveness on fair value hedges in 2014 is recognised as a net loss in the amount of NOK 4
million. The hedges expire in 2015-2022.

Note 21 Fees paid to external auditors

Deloitte AS is the Statkraft Group’s auditor. The total fees paid for auditing and other services for Statkraft AS (excluding VAT) for 2014 were as
follows:

NOK thousand 2014 2013
Statutoryaud|t|ng2569 .................................... Sigs
Other attestation services 855 459
Tax consultancy services 601 713
Other services v 3421 2 004
L S 5ei

1 The main items in the fees for other services in 2014 are related to quality and control procedures associated with the restructuring of the SN Power Group and the attestation of the
sustainability report.

102 STATKRAFT ANNUAL REPORT 2014



Note 22 Obligations and guarantees

Statkraft AS has guarantees and off-balance-sheet obligations totalling NOK 30 005 million. Of this, NOK 27 480 million concerns parent
company guarantees.

SINIWILVYLS TVIONVNIL

Statkraft rents two office buildings in Lilleakerveien 4 and 6 in Oslo. The lessor is Mustad Eiendom AS. The lease agreements expire in 2023
and 2028, respectively with an option to prolong the contracts for 10 years. The annual rent totals NOK 92 million.

Note 23 Related parties

The Company’s related parties are considered to be:

Directly owned subsidiaries, see specification in note 11

Other group companies, see specification in note 39 to the Consolidated Financial Statements

The parent company of the Group, Statkraft SF

Associated companies, see specification in note 11

Group management and the board of directors, see specification in note 37 to the Consolidated Financial Statements

Transactions with subsidiaries and associated companies relate mainly to the following:
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e Statkraft AS sells intra-group services from centralised service centres

¢ Dividends and group contributions are accrued through Statkraft AS’ own shareholdings

e Statkraft AS is also the borrower for the majority of the Group’s external borrowings and is the owner of the cash pooling facilities. The central
treasury function in Statkraft AS coordinates and manages the financial risks relating to currency, interest rates and liquidity of the Group.

All intra-group transactions are conducted at market terms.

Transactions within the Group are presented in the table below:

2014 2013
Operat|ngrevenue3601506
Other operating expenses 43 93
Interest income from group companies 291 65
Interest expense to group companies 247 365
Dividend and group contribution from group companies 5431 4 598

Intercompany balances are specified in notes 12, 13, 17, 18 and 19. Guarantees related to group companies are listed in note 22.
NOK 131 million of the current and non-current asset derivatives are derivatives entered against group companies. Similarly, NOK 484 million
of the short-term and long-term liability derivatives are derivatives entered against group companies.

In 2014 Statkraft AS has transferred its shares in Statkraft Varme AB, Statkraft France SAS, Statkraft Suomi OY, Statkraft Vind AB and SN Power
AS to Statkraft Asset Holding AS as capital contribution of NOK 5082 million. In addition the shares in Statkraft Sverige AB have been sold to
Statkraft Asset Holding at a price of NOK 11 016 million. The sale has been offset by converting the receivables arisen of NOK 2766 million to
equity in Statkraft Asset Holding AS. The remaining receivables of NOK 8250 million were converted to long-term interest-bearing receivables.
The interest rate on the receivables is equivalent to a six-month NIBOR + 0.9475%. The value of the shares in Statkraft Asset Holding AS has
been reduced with NOK 4963 million, equivalent to the difference between the sales price and the booked value of the shares of Statkraft
Sverige AB.

The subsidiary Statkraft Treasury Centre SA has reduced its share capital by NOK 8956 million. The amount has been paid to Statkraft AS, and
the cost price of the shares in Statkraft Treasury Centre SA has been reduced correspondingly.

Note 24 Subsequent events

There have been no subsequent events.
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Auditor’'s Report

Deloitte.

Dwnnirsg Eil panias gane 14
Posiboks 221 Senbum
MO-0I02 Oslo

My

TH: +47 23 27 90 00

Faks: 487 22 27 90D

Ve RO DE. P

To the Annual Shareholders’ Mecting of Statkraft AS

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of Statkraft AS, which comprise the financial
statements of the parent company and the financial statements of the group. The financial statements of the
parent company comprise the balance sheet as at 31 December 2014, and the income statement and the cash
flow statement for the year then ended, and a summary of significant accounting policies and other
explanatory information. The financial statements of the group comprise the balance sheet as at

31 December 20104, and the statement of comprehensive income, the statement of changes in equity and the
statement of cash flow for the vear then ended, and a summary of significant accounting policies and other
explanatory information.

The Board of Directors and the Presidemt and CRO s Responsibility for the Financial Statements

The Board of Directors and the President and CEO are responsible for the preparation and fair presentation
of these financial statements in accordance with the Norwegian accounting act and accounting standards and
practices generally accepted in Norway for the company accounts and in accordance with International
Financial Reporting Standards as adopted by EU for the group accounts, and for such internal control as The
Board of Directors and the President and CEO determine is necessary to enable the preparation of financial
staternents that are free from material misstatement, whether due to fraud or error.

Auditor s Responsibility

Owur responsibility is to express an opinion on these financial statements based on our audil. We conducted
our audit in accordance with laws, regulations, and auditing standards and practices generally accepted in
Norway, including Intemational Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to oblain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers intemmal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstanees, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control, An audit alse includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidenee we have obtained is sufficient and appropriate to provide a basis for our
audit opinion,

Dioitng rebers 1 o of et of Diploinie Touche Tohmmati Linvled. & UK prvate company lmited

by guasannee, and i3 Aok of et S, sach of avhich b legally Sigarate and indipemdent B i Forelakisegabessl

enlity. Fieane see o el e 0omineio o 1or & detaled descriphon of the legal dnaciune of Iobelirromer dre Do e Fineserkonmong
Dbt Torache: Rahmiatbo Limatiod and its messber e DI e 580 211 227
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Page 2
Independent Auditors Report to the Annual
Sharcholders’ Mesting of Siatkrufl AS

Deloitte.

Chpinion on the financial statements for the paremt company

In our opinion, the financial statements of the parent company are prepared in accordance with the law and
regulations and give a true and fair view of the financial position of Statkraft AS as at 31 December 2014,
and of its financial performance and its cash flows for the year then ended in accordance with the
Norwegian accounting act and accounting standards and practices generally accepted in Norway.

Clpinton on the feancial statements for the group

In our opinion, the financial statements of the group are prepared in accordanee with the law and regulations
and give a true and fair view of the financial position of the group Statkraft AS as at 31 December 2014, and
of its financial performance and its cash flows for the year then ended in accordance with Imemational
Financial Reporting Standards as adopted by EUL

SV 14VUMIVvIS

Report on Other Legal and Regulatory Requirements

Opinton on the Board of Directors” report and the siatements on Corporate Governance and Corporale
Social Responsibility

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Board of Directors report concerning the financial statements and in the statements cn
Corporate Governance and Corporate Social Responsibility, the going concern assumption and the proposal
for the coverage of the loss is consistent with the financial statements and complies with the law and
regulations.

Chpinion on Registration and Documentation

Based on our audit of the financial statements as described above, and control 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 Informations, it is our
opinion that management has fulfilled its duty to produce a proper and clearly set out registration and
documentation of the company’s accounting information in accordance with the law and bookkeeping
standards and practices generally accepted in Morway,

Oslo, 4 March 2015
Deloitte AS

Wzﬁﬂ

Ingebret G. Hisdal
State Authorised Public Accountant (Norway)
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Power generation and district heating production

Installed capacity per technology and geography

Unit of measurement

Installed capacity power generation
Of which hydropower
Of which small-scale hydropower 2
Of which wind power
Of which gas power 2
Of which bio power
Installed capacity, district heating
Installed capacity per geography, power generation
Norway
Other Nordic countries
Other European countries
Rest of the world
Installed capacity per geography, district heating
Norway
Other Nordic countries

MW
MW
MW
MW

11 823
1511
2761

305

11 272
1 340
3 009

334

11 333
1341
2 446
1138

Installed capacity per technology, power generation
Hydropower
Wind power ¥
Gas power 2
Bio power
Installed capacity per geography, power generation
Norway
Other Nordic countries
Other European countries
Rest of the world
Installed capacity per geography, district heating

Capacity under development, power generation
Of which hydropower
Of which small-scale hydropower 2
Of which wind power
Of which gas power 2
Capacity under development, district heating
Capacity under development per geography, power generation
Norway
Other Nordic countries
Other European countries
Rest of the world
Capacity under development per geography, district heating
Norway
Other. Nordic countries

%
%
%
%

%
%
%
%

Unit of measurement

MW
MW
MW
MW

1262
158
126
859
119

Capacity under development per technology, power generation
Of which hydropower
Of which wind power
Of which gas power ¥

Capacity under development per geography, power generation
Norway
Other Nordic countries
Other European countries
Rest of the world

Capacity under development per geography, district heating
Norway
Other Nordic countries

%
%
%

%
%
%
%
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Power generation and district heating production per technology and geography ® it of measurement ............... 2014 .. 2013 . 2012 ,g
Power generation TWh 56.0 55.9 60.0 9
Of which hydropower TWh 53.4 52.6 57.6 E
Of which small-scale hydropower 2 TWh 0.3 0.3 0.3 5
Of which wind power TWh 1.7 1.4 0.8 =
Of which gas power 2 TWh 0.5 1.5 1.5 @
Of which bio power TWh 0.3 0.3 0.1
District heating TWh 1.0 1.1 1.1
Renewable power generation % 99.1 97.3 97.5
Renewable district heating ® % 83.6 82.0 80.6
Power generation per geography
Norway TWh 46.4 45.1 48.3
Other Nordic countries TWh 5.6 5.4 7.1
Other European countries TWh 1.8 2.3 2.1
Rest of the world TWh 2.2 3.0 2.5
District heating per geography 1.0 1.1 1.1
Norway TWh 0.8 0.8 0.7
......... Other Nordic countries e WD 002 0804
Power generation and district heating production per technology and geography * _ ypit of measurement _.............. 2014 ... 2013 2012
Power generationper technology
Hydropower % 95.4 94.1 96.0
Wind power % 3.0 2.5 1.3
Gas power 2 % 0.9 2.7 2.5
Bio power % 0.5 0.5 0.2
Power generation per geography
Norway % 82.9 80.7 80.5
Other Nordic countries % 10.0 9.7 11.8
Other European countries % 3.2 4.1 3.5
Rest of the world % 3.9 5.4 4.2 o
District heating per geography %
Norway % 79.5 72.6 66.8 §
......... Other Nordic COUNIIES e 208 2740382 ﬁ
)
Efficlency of thermal plants ® s Unit of measurement ........... 2014 2013 2012 3
Gas power plants % 43 -59 43 -59 43 -59 =]
District heating plants % 85-90 85-100 85-90 g
B0 O T IS e e, 30-31 ... 30-31 ... 30-31 C
Y Includes Statkraft's shareholdings in subsidiaries where Statkraft has a major interest. 1

2 Installed capacity <10 MW.

3 Includes the jointly controlled Herdecke (Germany), Karstg (Norway) and Scira (United Kingdom) power plants.
4 Includes projects whith an investment decission.

5 Non-renewable production covers gas power and share of district heating based on fossil fuel.

8 Ratio of net energy output (electricity and heat) against gross energy input. Efficiency is reported per plant.
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Climate

Greenhouse gas emissions e, Unit. of measurement ............... 2014, .. 2013, 2012

Emissions of CO, equivalents, consolidated activities Tonnes -2 460 900 483 900
Of which from gas power plants Tonnes -2 357 600 394 800
Of which from district heating plants ¥ Tonnes 64 000 77 200 75 600
Of which from SF, emissions Tonnes 5 500 1 200 600
Of which from halon emissions Tonnes 0 27 0
Of which from fuel consumption 4 Tonnes 30 400 22 500 10 100
Of which from business travel ® Tonnes 2 000 2 400 2 800

Emissions of CO, equivalents © from affiliated gas power plants Tonnes -2 52 600 170 700

SF, emissions kg 267 53 26

IO O S S IONS e KE o O e, 20 0

1 Statkraft’s ownership is >50%.

2 CO, emissions from gas power plants in 2014 will be reported in the Corporate Responsibility Statement for 2015.
3) Fossil share of emissions.

¥ CO, from fuel consumption from the Group’s equipment and machinery.

5 Comprises air travel and mileage reimbursements for private vehicle use in the Norwegian operations.

o) Statkraft's share.

The GHG-protocol (from the World Business Council for Sustainabile Development and World Resources Institute) divides greenhouse gas emis-
sions into three types. Type 1 emissions are direct emissions from own activitites. Type 2 emissions are indirect emissions from purchased
electricity and district heating, while type 3 emissions are other indirect emissions. All the emissions in the table above are type 1, except for
business travel, which falls under type 3. The electricity consumption in Statkraft is guaranteed renewable, resulting in zero type 2 emissions. For
2014, the Group’s type 1 emissions totalled 458 500 tonnes, while the type 3 emissions totalled 2400 tonnes. Corresponding figures for 2014
will be accounted for in the 2015 report.

Relative greenhouse gas emissions Unit of measurement ... 2018, 2013 2012
CO,-equivalent emissions per MWh generated, total kg/MWh -2 8 10
CO,-equivalent emissions per MWh generated, gas power kg/MWh -2 273 377
CO,-equivalent emissions per MWh generated, district heating . ...} kg/MWh 64 70 69

¥ Includes Statkraft’'s share of production and direct fossil CO, emissions from the production process. Includes also Statkraft's share of production and emissions of CO, in the jointly
controlled power plants Herdecke (Germany), Karste (Norway) and Scira (UK).
2 CO, -equivalent emissions in total and for gas power for 2014 will be reported in the Corporate Respo

Allocated CO -quotas e Unit of measurement ... 2014 2013, 2012
Allocated CO,-quotas, consolidated activities b Tonnes 55 500 86 300 2 001 000
Of which Norway Tonnes 26 200 28 800 19 300
Of which other Nordic countries Tonnes 29 300 57 500 0]
Of which other European countries Tonnes 0 0 1981700
Of which rest of the world Tonnes 0 0 0
Allocated CO,-quotas, affiliated activities ? (Statkraft's share) Tonnes 0 0 643 200
Of which Norway Tonnes 0 0 161 700
Of which other Nordic countries Tonnes 0 0 0
Of which other European countries Tonnes 0 0 481 500
Of which rest of the world Tonnes 0 0 0

1 Statkraft's ownership is >50%.
2) Statkraft's ownership is 20-50%.

Interventions on nature and biodiversity

Impacts on watercourses ) s Unit of measurement ... 2014 ... 20132 ... 20122
Affected river courses with:
Anadromous fish Number 46 47 45
Catadromous fish Number 2 1 1
Affected national salmon rivers Number 12 12 12
Affected protected rivers 12 12 12

Y Impact entails change of waterflow, water levels or other living conditions for fish.
2 SN Power is not included

Fish cUiVation e Unit of measurement ..., 2014 2013, 2012
Restocking of fish and smolt ¥ Number 1 799 200 913 100 773 600
Stocking Of fish 108 2 ] Number 936400 317800 143000

Y Includes salmon, inland trout, grayling and eel.
2 Includes salmon roe in Norway.

Distribution grid and cables Unit of measurement ... 2014 2018 ... 2012
Overhead lines
High voltage (> 1 kV) km 4 300 3600 3 600
Low voltage (< 1 kV) km 3 800 3800 4 200
Underground and undersea cables km 10 900 10 500 10 700
DISUICt NEAUNE MAIN. || oo e 434 . 415 378
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Energy and resource consumption

oMU 0N e Unit of measurement ... 2014 2013 .. 2012
Electricity GWh 899 882 1202
Of which pumped-storage power GWh 668 591 955
Of which electric boilers for district heating GWh 76 87 95
Of which other operations GWh 155 204 152
Of which certified renewable (RECS) % 100 100 100
Energy loss, transformer stations and power lines GWh 775 682 681
Fossil fuel
Natural gas, gas-fired power plants Mill. Nm3 - 173 200
Fuel gas, district heating plants Tonnes 3712 5810 5727
Fuel oil Tonnes 1817 2 937 3369
Engine fuel 2 Tonnes 13 223 10 390 3542
Other fuel
Waste for district heating plants Tonnes 205 400 225 495 199 400
Waste for bio power plants Tonnes 0 285 764 283 700
Bio fuel Tonnes 409 700 168 746 87 800
Process water ¥ m3 350 000 1361200 1220400

Y Use of natural gas for 2014 will be reported in the Corporate Responsibility Statement for 2015.
2 Includes consumption of fuel for own equipment and machinery.
3 Includes process water (cooling water) in gas fired power plants, bio power plants and district heating plants.

Unit of measurement 2014 2013 2012

Statkraft has been temporarily exempted from the requirements to phase out halon as an explosion suppression medium in transformer rooms.

Air pollution

Emissions 10 alr e Unit of measurement ..__._....... 2014 ... 2013 2012
SO, from district heating plants Tonnes 16 48 25
NO, Tonnes 514 874 862
Of which from gas power plants Tonnes 66 173 228
Of which from district heating plants Tonnes 293 415 344
......... Of which from bio power plants i dODNES 455 286 ...290
Waste
a8 e Unit of measurement ._............. 2014 2013, 2012
Hazardous waste Tonnes 60 400 86 400 78 800
Of which from waste incineration plants ¥ Tonnes 47 400 53 600 47 200
Of which from bio power plants Tonnes 11 200 32 000 31 200
Of which other hazardous waste Tonnes 1750 770 450
Other waste Tonnes 7 700 8 800 8 200
Of which separated waste Tonnes 5 700 6 500 5 600
Of which residual non-hazardoues waste Tonnes 2 000 2 300 2 700

Y Consists of slag, filter dust and filter cake.
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Environmental assessment and compliance

Environmental assessment » Unit. of measurement ............... 2014, 2013, 2012
Environmental assessment result, total Rating B B+ B-
Environmental management Rating B B B
Products and services Rating B B+ C+
......... ECO I MY e RAUNG A A G

Y Environmental assessement from the rating company oekom research AG. Rating from E- to A+ (highest), where rating B- and above is considered as leading by oekom research.

Environmental incidents and issues Unit of measurement ... 2014 .. 2018, 2012
Serious environmental incidents Number (o] 0 0
Less serious environmental incidents Number 159 127 128
Unwanted environmental conditions ] Number ... 71 117 145
Definitions:

Serious environmental incidents: An incident that causes significant negative environmental impact, i.e. permanent or severe damage
(restituation time >1 year).

Less serious environmental incident: An incident that causes a negative environmental impact that is not considered significant
(restituation time <1 year).
Unwanted envionmental situation: A situation that could have lead to a negative environmental impact if not corrected.

Most of the less serious environmental incidents in 2014 concern short-term breaches of the river management regulations and minor oil spills.
These incidents had little or no environmental impact.

Penal sanctions, environment Unit of measurement 2014 2013 2012

1'1n 2011, Small Scale Hydro (at Skarelva, Narvik) performed soil work outside permitted area. In 2012, Norwegian Water Resources and Energy Directorate issued a fine of 0.4 million NOK.

Contribution to society

Gross operating revenues 52 254 49 564 37 550
Paid to suppliers for goods and services ) NOK million 29 942 28 740 22 667
Gross value added NOK million 22 312 20 824 14 883
Depreciation and amortisation NOK million 4071 3045 4 933
Net value added NOK million 18 241 17 779 9 950
Financial income NOK million 859 237 5 464
Share of profit from associates NOK million 661 1101 871
Minority interests NOK million 684 482 230
Values for distibution NOK million 19 077 18 635 16 055

Y Includes energy purchases, transmission costs and operating expenses.

Distribution of value created . Unit of measurement ..__._....... 2014 ... 2013 2012
Employees

Gross salaries and benefits NOK million 2 667 2 788 2720
Lenders/owners

Interest NOK million 7 143 11 830 3123

Dividend ¥ NOK million 6 007 - 4 000

Taxes 2 NOK million 6 059 4291 5891
The company

Change in equity NOK million -2 799 274 321
Total wealth distributed 19 077 18 635 16 055

Y Includes dividend and Group contribution from Statkraft AS to Statkraft SF, and minority interest.
2l Includes taxes, property tax and employers’ contribution.
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TaXOS ) e, Unit. of measurement ............... 2014, 2013, 2012
Total NOK million 3 546 3503 3239
Of which Norway NOK million 2 959 3369 3116
Of which in other Nordic countries NOK million 165 30 3
Of which in other European countries NOK million 420 87 61
Of which in the rest of the world NOK million 3 17 60

Y Taxes payable in the balance sheet.

Tax contribution *) to Norwegian municipalities . . Unit of measurement .............. 2014, 2013 ..o 2012
Total NOK million 1518 1518 1 360
Total, the ten municipalities which receive the most
Vinje NOK million 109 107 101
Hemnes NOK million 96 96 91
Suldal NOK million 91 96 89
Rana NOK million 82 83 7
Odda NOK million 78 76 36
Eidfjord NOK million 63 65 61
Melgy NOK million 63 61 58
Tokke NOK million 61 63 59
Nore og Uvdal NOK million 53 54 50
......... LUSIET oo NOK MlION 49 B2 49

Y Includes property tax, natural resource tax and licence fees paid directly to the local authorities.

SUPPOIt SCheMeS e Unit of measurement .._.......... 2014, 2013 2012
Sponsorship agreements NOK million 25.94 31.86 15.73
Donations to associations and organisations NOK million 1.87 6.56 6.07
Agreements with voluntary humanitarian organisations NOK million 4.13 1.55 1.05
Agreements with humanitarian organisations . ... ... NOK million ... 3.40 3.14 . 2.35

Access to electricity

oW T Ut e Unit of measurement ... 2014 ... 2018, 2012
Power outage frequency (SAIFI) ¥ Index 1.75 1.34 1.22
Average power outage duration (SAIDI) 2 s Index ... 1158 ... 85.8 .. 76.5

1) System average interruption frequency index (measured based on |IEEE standard)
2) System average interruption duration index (measured based on |IEEE standard)

Ethics

Unit of measurement

Number
NOK milion 0 0 0

Y Penal sanctions imposed for breaches of laws and regulations related to accounting fraud, price cooperation, corruption and discrimination.
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Labour practices

EMDIoy S e, Unit of measurement .
Employees 31.12 Number

Of which in Norway Number

Of which in other Nordic countries Number

Of which in other European countries Number

Of which in the rest of the world Number
Full-time employees 31.12 %
Staff turnover rate ¥ %
Service time

Average service time Years

Average service time for employees resigned or dismissed Years
Apprentices employed 31.12 Number
Trainees employed 31.12 Number
Nationalities represented among Statkraft's employees ...l Number. .

1 Excluding retirements.

Gender equality

Percentage of women

Total %
In Norway %
In other Nordic countries %
In other European countries %
In the rest of the world %

In management positions %
In Norway %
In other Nordic countries %
In other European countries %
In the rest of the world %

In Group Management %

In the Statkraft Board of Directors %

New employees %

New managers %

Full-time employees %

......... Parttime eMPIOYEES e S

Equal salaries, employees Ratio
In Norway Ratio
In other Nordic countries Ratio
In other European countries Ratio
In the rest of the world Ratio
Equal salaries, managers Ratio
In Norway Ratio
In other Nordic countries Ratio
In other European countries Ratio
In the rest of the world Ratio

1 Average salary for women in relation to average for men.

Statkraft as employer

Organisation and leadership evaluation ¥

Result Scale 0-100

Response rate %
Employees fulfilled the performance and career development review %
Ranking as preferred employer 2 among

Business students Ranking

Technology students Ranking

Business professionals Ranking

......... 2014 ... 20132012
3731 3734 3615

2 470 2 454 2 386
216 205 197

663 708 625

382 367 407

97 97 97

4.0 6.0 5.7

11.8 10.9 10.8
11.4 5.3 6.6

75 76 75

14 17 15
........... 45 .50 . . 48
......... 2014 ... 20132012
24 23 24

25 25 25

20 19 16

24 23 21

16 18 22

22 22 21

24 25 24

12 12 9

21 17 15

16 11 13

14 14 14

44 44 44

25 23 29

14 26 9

23 20 23
........... 57 .......580 ......58
......... 2014 ......2013.......2012
0.90 0.92 0.88
0.93 0.96 0.94
0.98 1.05 0.79
0.70 0.76 0.77
1.02 1.08 0.54
0.90 0.85 0.86
0.94 0.92 0.94
0.70 0.87 0.73
0.74 0.67 0.69
........ 145 ....047 . ....043
......... 2014 ......2013.......2012
74 73 73

87 86 84

88 92 89

48 43 33

7 7 7

28 35 17

Y From Statkraft’s internal annual organisation and leadership evaluation survey. Statkraft's score can be compared with the European Employee Index Norway 2014 result of 70.
2 Ranking among final-year students and professionals, as defined and measured in the annual Universum Graduate Survey for Norway and the Universum Professional Survey for
Norway respectively.
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Health and safety

Fatalities Unit of measurement .. 2014 ... 2013 ... 2012
Consolidated operations
Employees Number 0 0 0
Contractors Number & 1 2
Third party Number 0 1 2
Associates ?
Employees Number 0 0 0
Contractors Number 1 0 0
Third party Number 0 0 0

1 Activities where Statkraft has > 50% ownership.
2 Activities where Statkraft has 20 - 50% ownership.

There were four work-related fatalities in Statkraft in 2014. Three contractors died in a rockslide in the Devoll project in Albania (100% owned by
Statkraft), and one contractor died in a crane accident in the Bajo Frio project in Panama (Statkraft indirect ownership of approx 25%).

O UE S ) e Unit of measurement ... 2014 ... 2013 ... 2012
Employees

Lost-time injuries (LTI) 2 Number 43 37 58

Lost-time injuries per million hours worked LTI rate 3.0 2.4 3.7

Total recordable injuries (TRI) Number 80 104 103

Total recordable injuries per million hours worked TRI rate 5.6 6.8 6.6

Lost days ¥ Number 566 498 1238

Lost days per million hours worked Lost-days rate 39 32 78
Contractors

Lost-time injuries (LTI) 2 Number 63 83 76

Lost-time injuries per million hours worked LTI rate 3.7 4.2 3.8

Total recordable injuries (TRI) 2 Number 20 124 130

Total recordable injuries per million hours worked TRI rate 5.4 6.3 6.4
Third parties

Injuries ® Number 2 1 0
Statkraft, total

Lost-time injuries per million hours worked LTI rate 34 3.4 3.7

Total recordable injuries per million hours worked TRI rate 55 6.5 6.5
Operations

Lost-time injuries per million hours worked LTI rate 3.6 3.6 4.1

Total recordable injuries per million hours worked TRI rate 6.0 5.9 7.2
Projects

Lost-time injuries per million hours worked LTI rate 31 4.2 3.3
........Jotal recordable injuries per million hours worked .. ....................JRte . 49 6.8 .. 5.6

Y Includes activities where Statkraft has > 20% ownership.

2 Work-related injuries which have resulted in absence extending beyond the day of the injury.

3 Work-related injuries, with and without absence. Includes injuries which resulted in absence, medical treatment or need for alternative work assignments.
4 Number of days of recorded absence due to work-related injuries.

S Recorded injuries requiring treatment by a doctor.

Hazardous conditions and near-misses ¥ Unit of measurement 2014 2013 2012
Hazardous conditions ? Number 9 459 9 415 8 239
Near-misses Number 989 1531 363
Unwanted occurrences ¥ ] Frequency ® ... 055 .. 056 ... :

Y Includes activities where Statkraft has > 20% ownership.

2 Recorded matters involving personal safety risk.

3 Recorded unforeseen incidents that could have resulted in personal injuries.
4 Hazardous conditions and near-misses.

5 Number of unwanted occurances per year and employee.

Sickness absence e, Unit of measurement ._.......... 2014 2013 2012
Sickness absence, total % 2.8 2.9 3.1

Of which short-term absence (16 days or less) % 1.3 1.6 1.4
......... Of which long:term absence (more than 16 days) ... B A A LT
Penal sanctions, health and safety . Unit of measurement ... 2014 ... 2018, 2012
Penal sanctions for non-compliance with health and safety legislation Number 0 0 0
Fines for non-compliance with health and safety legislation .. . ... ... NOK milion ... O O e, 0
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Auditor’s Statement

FINANCIAL STATEMENTS

Deloitte. _

Drorcing Euferers gate 14
Poriboics 221 Senimam
KO-0103 Osla

Horwary

NE a7 23 X7 9000

Faks: +47 23 27 20 01
e deloitle.no

To the management of Statkralt AS

Independent Auditor’s Report on the Statkraft Corporate Responsibility Report 2014

We have reviewed certain aspects of Stkrafl Corporate Responsibility Report 2014 (“the Report™) and related
management systems and procedwres, The Report is part of the Statkraft Annual Report 2014 on the Internet
{www.annualreport2014.startkraft.com). The Report includes the Corporate Responsibility Statement published
also in the printed Statkraft Annual Report 2014, The Repost is the responsibility of and has been approved by the
management of Statkraft AS (“the Company™), Our responsibility is w draw a conclusion based on our review.

We have based our work on the intemational standasd ISAE 3000 “Assurance Engagements other than Audits or
Reviews of Histerical Financial Information™, issued by the [ntemational Auditing and Assurance Standards
Board. The objective and scope of the engagement were agreed with the management of the Company and
included those subject matters on which we have eoncluded below,

Based en an assessment of materiality and risks, our work included analvtical procedures and interviews as well as
a review on a sample basis of evidence supporting the subject matiers. We have performed interviews with
management respensible for corporate responsibility aspects at corporate and at selecied reporting units
represented by District Heating (head-office in Trondheim, Norway), Power Generation — Region Mid-Norway
(head-office in Gaupne, Norway) and Trading and Origination.

W believe that our work provides an appropriate basis for us to provide a conclusion with & limited level of
assurance on the subject matters. In such an engagement, less assurance is obiained than would be the case had an
andit-level engagement been performed.
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Conclusions
Based on our review, nothing has come 1o our attention causing us not to believe that:

*  Statkraf has established management processes and systems to manage material aspects related to corporate
responsibility, as described in the Report.

*  Statkraft has applied procedures 1o identify, collect, compile and validate information for 20104 to be included
in the Report, as described in the Report. Information presented for 2014 is consistent with data accumulated
as a result of these procedures and appropriately presented in the Report,

* The management systems referred 1o above have been implemented and locally adopted as necessary at the
reperting units that we have visited, as specified above, Information fog 2004 from these units has been
reported according to the procedures noted above and is consistent with source documentation presented 1o
us.

®  Statkrall applics a reporting practice for its corporate responsibility reponting aligned with the Global
Reporting Initiative (GRI) Sustainability Reporting Guidelines (version 3.1) reporting principles and the
reporting fulfils Application Level B+ according to the GRI guidelines. The GRI Index presented in the
Repon appropriately reflects where information on each of the clements and indicators of the GRIs guidelines
is 10 be found within the Stkrafl Annual Report 2014 on the [nternet.

0slo, 4 March 2015
Deloitte AS

LS 7
[ngcb{ﬂ(iil{ﬁ JQ“J* B‘J’L

State Authorized Public Accountant (Morway) Frank Dahl
Dheloitte Sustainability

Deloitie refers o one of mone of Deloethe Touche Tah i Limaed, 3 L prosate Con wr. wwied
by et e it nebwork of memier Ree, cach o whech B legaly sepaat riependend
aritaty. P ey wovews thodoiie tiomisaformnaons for beed v iption of 1 el strucim of
Deboitie: Touche Tobwmatss Lirited and & b S
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At Nedre Rgssaga hydropower plant in northern Norway, a 1600 tonne heavy tunnel boring machine has provided several kilometres
of new tunnels into the power plant.
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