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Nature of the business

Statkraft Energi AS is a company in the Statkraft Group, the third-largest
electricity generator in the Nordic region, and the second-largest producer of
renewable energy in Europe. The company is engaged in the generation and
sale of electricity and power-related products.

The company’s head office is in Oslo.

Statkraft Energi AS owns 66.7 per cent of Baltic Cable AB, headquartered in
Malmd, Sweden. Baltic Cable AB operates an submarine link between Sweden
and Germany. Baltic Cable AB was transferred from Statkraft Energy Europe AS
with effect from 1 October 2005.

Important events in 2005

Acquisition of power plants in Sweden and Finland

During the fourth quarter of 2005 the Statkraft Group took over 20 hydropower
plants in Sweden, one of which was subsequently sold, and four in Finland. The
combined annual mean generation from these power plants totals 1.6 TWh.
Operation and optimisation of the power plants is harmonised with Statkraft’s
Norwegian facilities through an operating agreement with Statkraft Energi AS.

New power contracts with the industry

Statkraft Energi AS has signed long-term agreements to supply Fesil and Rio
Doce Manganese Norway in Mo i Rana with 900 and 450 GWh/year respectively
until the end of 2020. These contracts are at commercial terms and conditions
and replace previous statutory-priced agreements.

Long-term leasing out of generation from the Rana power plant

Statkraft Energi AS has leased out 65 per cent of the generation from the Rana
power plant for a period of 15 years. In return, Statkraft Energi AS received the
sum of NOK 2.2 billion in the first quarter 2005. In addition, Statkraft Energi AS
will receive an annual payment of NOK 65 million to cover operating expenses.

Reorganisation

The Norwegian Parliament (Stortinget) voted in June 2004 to turn Statkraft SF
into a limited company, organised as a group. As part of this process, Statkraft
Energi AS was incorporated on 25 June 2004. The company was wholly owned
subsidiary of Statkraft SF and had an initial share capital of NOK 100,000.
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Under the business transfer agreement of 27 September 2004, the bulk of
Statkraft SF’s operations and employees were transferred to Statkraft Energi AS,
with effect from 1 September 2004. The company’s share capital was raised to
NOK 20 billion by means of a contribution in kind. On 1 October all the shares in
the company were transferred to the new parent company in the Statkraft Group,
Statkraft AS, which is itself a wholly owned subsidiary of Statkraft SF. At the
same time the group’s finance department, with associated assets, rights and
liabilities was transferred to Statkraft AS. The transfer was undertaken such that
corresponding receivables and payables between the companies were created,
and accounting continuity maintained. A refinancing package, in which
receivables and payables between Statkraft Energi AS and Statkraft AS were
settled at fair value, was implemented on 1 January 2005.

The next phase in the formation of the Statkraft Group took place on 18 March
2005 when an agreement was signed to transfer Statkraft Energi AS’s shares in
Statkraft Energy Europe AS, Statkraft Energy Enterprise AS, Statkraft Regional
Holding AS, Statkraft Forsikring AS, Statkraft Norfund Power Invest AS, Statkraft
Development AS, Naturkraft AS and Hydra Tidal Energy Technology AS to
Statkraft AS. Moreover, the employees working in Statkraft's corporate staff
departments were transferred to Statkraft AS. At the same time, the operations
associated with the New Energy business area were transferred to Statkraft
Development AS. The shareholdings have been transferred such that accounting
continuity has been maintained, while the other assets and liabilities were
transferred at fair value.

In connection with the reorganisation process which took place in the autumn of
2004 and the spring of 2005, an adjustment was made in Statkraft Energi AS’s
equity. This resulted in a NOK 23 billion write-down of share capital and the
share premium account. The amount of the write-down was distributed to
Statkraft AS, and partially offset against Statkraft Energi AS’s claim on the
proceeds of the assets which were transferred from Statkraft Energi AS to
Statkraft AS.

A further adjustment of the company’s equity is planned for 2006. This will
involve a write-down of the value of “Other paid-in equity”. It is the opinion of the
board that, assuming prudent management and the exercise of good business
practice, as well as anticipated future losses, there will, also after the equity write-
down, be full coverage for the company’s share capital and other undistributable
equity.

Profit, cash flow, investments, financing and liquidity

2005 was a good year for Statkraft Energi AS. Its financial performance derives
from efficient energy management and high percipitation. The Nordic power
market was characterised by mild weather, with higher than normal precipitation
and inflow levels in 2005, factors which by themselves drive electricity prices
down. However, this was counteracted by high prices for the fossil fuels used in
thermal power plants, and high carbon prices. The year’s lowest monthly price in
the spot market came in January, while prices in the other months remained
relatively stable above 20 gre/kWh. The system price on Nord Pool averaged
23,5 agre/kWh, just 0,7 are/kWh lower than in 2004. Gross operating revenues
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totalled NOK 10 061 million in 2005, while the company’s net profit totalled NOK
2 807 million.

The 2005 financial statements include several internal non-recurring items. The
reorganisation resulted in a loss for Statkraft Energi AS of NOK 741 million.
Furthermore, the reorganisation resulted in the accrual of a considerable liability
for stamp duty. NOK 278 million in stamp duty was expensed in 2005, as was
NOK 182 million in losses on a property rental agreement. A non-recurring
compensation payment of NOK 400 million from the group’s wind power
companies Hitra Vind AS, Smgla Vind AS and Smgla Vind 2 AS was taken to
income as a result of the termination of an electricity purchasing agreement. The
compensation payments are classified as power sales revenues in the accounts.

The company’s cash flow from operating activities totalled NOK 4 973 million,
while its operating profit totalled NOK 6 512 million.

The company had a negative cash flow of NOK 841 million from its investing
activities. This can largely be ascribed to the acquisition of Baltic Cable AB for
NOK 771 million, maintenance investments totalling NOK 127 million and a NOK
35 million investment in new generating capacity. Furthermore, NOK 172 million
in property, plant and equipment was sold in 2005.

The company had a negative cash flow of NOK 3 815 million from its financing
activities, largely due to the repayment of long-term debt.

The company had cash and cash equivalents totalling NOK 169 million at 31
December 2005. The company’s other liquid assets are organised in a group
account scheme, which means that they are classified as a receivable from
Statkraft AS in the accounts. The company is well able to self-finance its
investments.

The company’s current liabilities, as at 31 December 2005, amounted to 40.5 per
cent of its total debt, compared with 17.75 per cent at the same date in 2004. The
increase is due partly to the repayment of long-term debt in connection with the
write-down of equity, partly to provisions for dividend and group contribution for
2005. The company has a strong financial position and, at 31 December 2005,
could have repaid its current liabilities out of its most liquid assets (current assets
— inventory).

At the close of the financial year, Total Assets amounted to NOK 32 719 million,
compared with 74 673 million the year before. This reduction can largely be
ascribed to the transfer of operations to Statkraft AS, as well as the subsequent
write-down of equity. As at 31 December 2005, the company had an equity ratio
of 54.5 per cent, compared with 43.8 per cent at the same date in 2004.

Going concern
In accordance with Section 3-3a of the Accounting Act, it is hereby confirmed that

the company has all the prerequisites necessary to continue as a going concern.
This assumption is based on the profit forecasts for 2006, and the company’s

3/8



long-term strategic forecasts for the years ahead. The company has a sound
financial position.

Working environment and personnel

The company had a sickness absence rate in 2005 of around 3.2 per cent of total
hours worked, compared with 4.3 per cent in 2004. The company has seen
positive effects of measures implemented to reduce the sickness absence rate.
The company has signed up to the inclusive working life agreement (IA), and has
initiated several measures to fulfil the intensions of the agreement.

Statkraft's HSE vision is for its operations to result in zero lost-time injuries. The
company is implementing a long-term improvement programme to ensure local
commitment to and management follow-up of health and safety issues in all
operative units.

Though no serious operational accidents or incidents were reported in 2005,
eight lost-time injuries did occur. None of the injuries has resulted in permanent
disability, though one could have had a serious outcome. A chainsaw was being
used during demolition work. The operator put his foot through the roof and lost
his grip on the chainsaw, which hit his hand. The total number of lost-time injuries
(H1)" in 2005 was 6.9, while the total number of all injuries (H2)? was 19.

The working environment is considered to be good, and improvement measures
are continually being implemented. In 2005 the annual organisational and
leadership survey, which also covers employees’ satisfaction with their working
environment, shows that 80 per cent of employees are very satisfied, compared
with 78.5 per cent the year before.

Statkraft’s various working environment committees held regular meetings in
2005. A number of issues were dealt with and solutions presented to the
departments concerned.

Cooperation with the employees’ organisations has been constructive and has
made a positive contribution to company operations.

Gender equality

Statkraft Energi AS aims to achieve a greater balance between the genders
and increase the number of women in management positions. 17 per cent of
the company’s total workforce and 11 per cent of those in management
positions are women. Women make up 33 per cent of the board of directors.

Statkraft Energi AS wishes to have a diversity of competences. The group
promotes equal treatment with respect to recruitment and personnel policy,

' No. of lost-time injuries per million hours worked
? Total no. of injuries per million hours worked
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and, in the hiring process, it seeks to facilitate the consideration of persons
with a multicultural background for relevant positions. Statkraft Energi AS will
also ensure that freedom of speech and employee rights are upheld in all
parts of the business. A life-course policy for employees over the age of 62
was introduced in 2005.

Statkraft aims to achieve equal pay for equal work and equal performance at
all job levels by means of salary systems which reflect individual competence,
job complexity and results achieved. Incentive schemes include collective and
individual performance-related pay.

Environmental reporting

Hydropower is a clean and renewable source of energy, which offers an
environment-friendly alternative to other methods of electricity generation. The
construction and operation of any power generation facility has an impact on the
environment, but Statkraft places great emphasis on limiting the environmental
impact of its operations.

The company aims to achieve zero environmental non-compliances. In 2005 one
serious environmental non-compliance occurred. The failure of a generator at the
Trollheim power plant led to a reduction in the flow of water and the death of
stranded fish. Measures to prevent future outages are being evaluated. Several
less serious environmental non-compliances were also reported. These were
largely minor violations of the minimum water flow regulations, which did not
have a measurable impact on the environment.

Market risk

Statkraft Energi AS’s core business is the generation and sale of electricity and
power-related products. In a market in which hydropower plays an important role,
and with water availability varying from year to year, price and production volume
will fluctuate considerably. In 2005, the price of carbon quotas and fossil fuels
also had a significant impact on electricity prices. These circumstances can have
a major effect on Statkraft Energi AS’s financial performance. Risk associated
with fluctuations in price and volume is to some extent, however, self-regulating,
since there is often a negative correlation between production volume and price,
ie a lot of water and high generation leads to low prices, and vice-versa.
Moreover, Statkraft Energi AS has an active risk management policy, adapted to
the current market situation. In the long term Statkraft Energi AS seeks by this
means to achieve maximum revenues from its generation, taking into
consideration the company’s risk criteria.
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Risk management

Statkraft Energi AS makes extensive use of forward contracts and other financial
instruments to hedge its revenues. Hedging helps to stabilise Statkraft Energi
AS’s revenues from year to year. This is considered desirable given the high
level of uncertainty which is otherwise associated with total power sales
revenues. In this connection, there is no difference between physical and
financial contracts on the one hand, which are dealt with bilaterally or via a
broker, and financial contracts in the forward market (Nord Pool) on the other.
Price is the most important factor when selecting the method of sale. It is
therefore crucial that new contracts are favourable in light of existing power
contracts and the possible risk associated with the company’s own generation
and spot prices. The contract portfolio is continually adjusted to maximise
expected revenues within specified risk criteria. Internal market exposure
guidelines have been drawn up for both hedging and trading transactions. An
independent unit is responsible for the continuous monitoring of authorisations
and transaction limits.

Financial risk

Interest rate and currency risk

The company is exposed to changes in foreign exchange rates, particularly the
EUR, since part of its revenues is generated in foreign currencies. With effect
from 1 January 2006, all trading over Nord Pool will be in EUR, which will further
increase the company’s currency risk. In line with Statkraft’s finance strategy,
forward contracts and other currency hedging agreements have been entered
into at group level.

The company is also exposed to changes in interest rates, since its debt is at
floating rates. Furthermore, changes in interest rates can have an impact on
investment opportunities in future periods.

Credit risk
The risk of counter parties being unable to meet their financial obligations is
considered to be low. Historically, Statkraft Energi AS has had small losses

related to bad debts. Counterparty exposure is monitored on an ongoing basis
and is kept within limits specified for each individual counter party.

Liquidity risk

The company’s liquidity is good, and will remain so even after the equity write-
down that is planned for 2006.
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Future developments

In 2006 Statkraft Energi AS will continue to develop its operations in line with its
strategic targets and the vision of being a European leader in environment-
friendly energy. The company will focus particularly on value creation from its
core business: the generation and trading of electricity.

At the start of 2006 the water level in Statkraft Energi AS’s reservoirs was
somewhat higher than normal. Current forward prices on the Nordic power
exchange indicate that price levels will remain relatively high. Given an
approximately normal inflow of water during 2006, this will provide the basis for
continued high revenues from electricity generation and sales. The board does
not expect any significant changes operating costs. However, hydrological
conditions can vary substantially from year to year, and the setting of prices in
the market has become more complex with the introduction of new factors, such
as the price of carbon quotas. It must therefore be emphasised that a great deal
of uncertainty is attached to this assessment.

Allocation of profit for the year

The Directors of the Board proposes the following allocation of Statkraft Energi
AS’s profit for the year 2005:

e To other equity NOK 410 million
e Group contribution paid NOK 2 177 million
e Allocated to dividend NOK 220 million
e Total allocation for the year NOK 2 807 million

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

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

e Other equity NOK 757 million
e Other paid-in equity NOK 8 508 million
e Deferred tax assets NOK - 753 million
e Distributable reserve NOK 8 512 million
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Oslo, 20 March 2006

The Board of Directors of
Statkraft Energi AS

R Q\A%

Bard Mikkelsen Eli Skravset
Chair
‘AUAbL\ K Ent " ¢ a/ s ‘1{//
Ingelise Arntsen Rolf Erik Teigstad
@ﬂw Qﬁw{ 74 nel 'ﬁmcﬁt L‘Cl lee,
Olav Rabbe Arne Einungbrekke
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Statkraft Energi AS

INCOME STATEMENT

01.09 - 31.12
NOK million Note 2005 2004
Power sales revenues 3 9777 1521
Other operating revenues 5 284 1067
Gross operating revenues 10 061 2 588
Transmission costs -553 -107
Net operating revenues 9 508 2 481
Salaries and payroll costs 6,7 451 271
Compensation and licence fees 8 284 92
Other operating costs 9,10 1645 641
Depreciation and amortisation 14,15 616 227
Operating costs 2 996 1231
Operating profit 6 512 1250
Financial income 11 219 1166
Financial expenses 11 -1 344 -1 042
Net financial items -1 125 124
Profit before tax 5387 1374
Taxes 12 2 580 338
Net profit 2 807 1036
Allocation of net profit for the year
Group contribution 2177 -
Dividend 220 5
Transferred to other equity 410 1031
Total allocated 2 807 1036




Statkraft Energi AS

BALANCE SHEET
NOK million Note 31.12.05 31.12.04
ASSETS
Intangible assets 14 1768 1732
Property, plant & equipment 15 21473 21582
Investments in subsidiaries & associated companies 16 772 19785
Other long-term financial assets 17 91 22 549
Fixed assets 24104 65648
Inventory 39 36
Accounts receivable 18 8 407 8 755
Cash & cash equivalents 19 169 234
Current assets 8 615 9 025
Total assets 32719 74 673
EQUITY AND LIABILITIES
Paid-in capital 20 17 061 31708
Retained earnings 20 757 1031
Total equity 17 818 32739
Provisions 21 4175 2178
Long-term interest-bearing debt 22 4686 32312
Long-term liabilities 8 861 34 490
Taxes payable 12 1592 193
Other interest-free liabilities 23 4 448 7 251
Current liabilities 6 040 7 444
Total equity and liabilities 32719 74 673
Pledges 24 6 264 2090
Guarantees 24 1586 1691
The Board of Directors of

Statkraft Energi AS
Oslo, 20 March 2006

H0

Bérd Mikkelsen
Chair
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Eli Skrevset Ingelise Arntsen

Teigstad

Olav Rabbe




Statkraft Energi AS

STATEMENT OF CASH FLOW

NOK million 2005 2004

CASH FLOW FROM OPERATING ACTIVITIES

Profit before tax 5 387 1471
Gains/losses on the sale of fixed assets -32 -982
Depreciation and amortisation 616 227
Tax paid -202 -97
Cash flow from operating activities 5769 619
Change in long-term items 1997

Change in short-term items -2 793 -3 731
Net cash flow from operating activities A 4973 -3 112

CASH FLOW FROM INVESTING ACTIVITIES

Investments in property, plant & equipment -262 -161
Sale of fixed assets (gross proceeds) 172 1294
Repayment of loans to third parties 6 039
Investments in other companies =771 -17
Sale of other companies 20

Net cash flow from investing activities B -841 7 155

CASH FLOW FROM FINANCING ACTIVITIES

New long-term borrowings 818

Repayment of long-term borrowings -5 014 -4 909
Change in other long-term items - 46
Net cash flow from financing activities C -4 196 -4 863
Net cash flow A+B+C -64 -820
Cash and cash equivalents 1 Jan. 233 -
Cash received re. formation of Group - 1053
Cash and cash equivalents 31 Dec. 169 233

As part of the formation of the Statkraft AS Group following Statkraft's change of status to a limited company,
Statkraft Energi AS has been involved in several major transactions which have not had any impact on its
cash flow. An internal refinancing package was implemented with effect from 1 January 2005, by means of
which Statkraft Energi AS reduced its debt to Statkraft AS by approx. NOK 39 billion. At the same time
receivables from the same company were cut by approx. NOK 30 billion. Net debt therefore totalled NOK 9
billion.

Statkraft Energi AS had its equity written down by NOK 23 billion. However, this did not have any impact on
the company's cash flow since the amount was offset by a payment of NOK 28 billion from Statkraft AS for
the purchase of most of Statkraft Energi AS's subsidiaries. The outstanding NOK 5 billion has been used to
reduce Statkraft Energi AS's debt to Statkraft AS following its refinancing, such that the outstanding debt
after this now totals some NOK 4 billion.



Accounting Principles

Accounting regulations
The annual accounts have been prepared in accordance with the Norwegian Accounting Act and generally
accepted accounting principles in Norway.

Statkraft Energi AS does not prepare consolidated financial statements since its underlying subsidiaries are
included in the Statkraft AS Group’s consolidated accounts.

Valuation and classification principles

Uncertainty relating to estimates

The accounts are based on assumptions and estimates which affect the book value of assets, liabilities, revenues
and expenses. The best estimates available at the time the accounts were closed have been used, but actual
figures may differ from the original estimates.

Principles for revenue and cost accounting

Revenues derived from the sale of goods and services are recognised when they are earned, while costs are
recorded in accordance with the matching principle. Profits from power trading are recorded as net values.
Dividends from subsidiaries are recognised in the year they are earned, while dividends from other companies
are recognised in accordance with the cash principle. Gains/losses on the sale of ordinary fixed assets are treated
as operating revenues or expenses.

Power trading revenues

Power generation within the group is taken to income as the volume generated multiplied by the sales price.
Statkraft hedges its power generation by entering into physical and financial contracts. Financial instruments
used in power trading are bilateral financial contracts, forward contracts and futures, and options. Physical and
financial trading for the purpose of hedging future production output is recorded as hedging in the accounts. The
prerequisite for classification as a hedging instrument is that the level of hedging is within the company’s
generating capacity. Generating capacity is defined as the volume of power that the company is 80 per cent
certain to produce. Losses/gains on hedging contracts, calculated as the margin between the contract price and
spot price, are recorded on delivery and are included under power sales revenues. No valuation is made during
the intervening period.

Paid and received option premiums for future power deliveries on fixed terms are recorded in the balance sheet
according to the lower value principle. If the total value of the options in the portfolio is lower than the book
value of the option premiums, it is written down to fair value.

Trading and Origination. The company has separate portfolios for trading and origination which are managed
independently of its expected power generation. The trading portfolio consists of financial power contracts and is
used in the market with a view to exploiting short and long-term changes in market prices for electricity. The
portfolio mainly comprises products traded on the Nord Pool exchange or bilateral standard products. The
portfolio is recorded at fair value pursuant to Section 5-8 of the Norwegian Accounting Act. The origination
portfolio comprises customised bilateral power contracts that are offered to customers as required. Since there is
no market listing that can provide a satisfactory pricing of such non-standard contracts, the portfolio does not
meet the requirements of generally accepted accounting principles in Norway for recording at fair value. The
portfolio is therefore recorded in accordance with the lower value principle at the portfolio level.

Partly owned power plants. Co-owned power plants, ie those power plants in which Statkraft has an ownership
interest, regardless of whether they are operated by Statkraft Energi AS or one of the other shareholders, are
accounted for using the gross method on the basis of Statkraft Energi’s percentage shareholding. The electricity
generated by such power plants is, with the exception of concessionary power, at the direct disposal of the co-
owners.

Power drawn from partly owned limited companies is included in the figure for gross power sales revenues.
Statkraft’s share of other operating revenues and operating costs is included in accordance with the specific
shareholders’ agreements. The shares are recorded at cost.



Leased power plants. Power plants that are leased to third parties are recorded according to the gross method.
Gross leasing revenues are included in operating revenues, and operating costs are recorded under the relevant
cost item.

Public subsidies
Public subsidies are assessed on an individual basis and are recorded in the accounts as a correction to the item
to which the subsidy is intended to apply.

Compensation

The group pays compensation to landowners for the right to use waterfalls and land. In addition, compensation is
paid to others for damage caused to forests, land, telecommunications lines, etc. Compensation payments are
partly non-recurring and partly recurring, and take the form of cash payments or a liability to provide
compensatory power. Non-recurring compensation payments relating to new power generating facilities are
capitalised as part of the investment in the plant, while recurring payments are charged as expenses as they
accrue. The net present value of future compensation payments has been calculated and is stated in the notes to
the financial statements.

Licence fees

Licence fees are paid annually to central and local government authorities for the increase in generating capacity
that is obtained from regulating watercourses and catchment transfers. These licence fees are charged as
expenses as they accrue. The net present value of future licence fees has been calculated and is stated in the notes
to the financial statements.

Pension costs
Pension costs and pension liabilities are treated in accordance with the Norwegian Accounting Standard for
pension costs. The group’s pension schemes are defined benefit plans.

The net pension cost for the period is included under salaries and other payroll costs, and is made up of the
pension benefits accrued during the period, the interest on the estimated liability and the projected yield on
pension fund assets. The effect of plan changes is spread over the remaining average accrual period. Deviations
in estimates that exceed 10 per cent of the value of the gross pension obligations or pension fund assets
(corridor) are recognised immediately.

Net pension fund assets for overfunded schemes are recorded on the balance sheet as long-term assets and are
made up of the difference between the fair value of pension fund assets and the net present value of estimated
pension liabilities, together with the unamortised effect of plan changes and estimate deviations. Similarly, net
pension obligations for underfunded pension schemes are classified as provisions under long-term liabilities.

R&D costs
R&D costs are charged as current expenses. R&D costs are capitalised to the extent that a future financial benefit
may be identified as deriving from the development of an identifiable intangible asset.

Project development and feasibility study costs
Project development and feasibility studies are charged as costs until such time as the board of directors gives
the final go-ahead and, if relevant, an operating licence has been granted.

Maintenance costs
The cost of maintenance is charged as expenses as it accrues.

Property tax

Property tax on power plants is calculated on the basis of actual output, less deductions for the individual
facility’s actual operating costs and resource rent tax paid. With respect to property tax, the revenue side is
calculated in the same way as the resource rent tax, taking as its starting point the plant’s output hour by hour,
multiplied by the spot price for the hour in question. Actual contract prices are used with respect to deliveries of
concessionary power. The property tax base is arrived at by discounting the previous five years’ net operating
revenues for the power plant at a fixed rate of interest in perpetuity, less the net present value of the power
plant’s calculated costs for the replacement of operating assets. Property tax is charged at a rate ranging from 0.2
per cent to 0.7 per cent and is paid to the individual local authority. Property tax has been classified as an
operating cost.



Taxes
Group companies that are engaged in power generation are subject to special rules for the taxation of energy
companies. The group must therefore pay corporation tax, natural resource tax and resource rent tax.

Corporation tax is calculated in accordance with the ordinary tax rules. The tax charge in the income statement
comprises taxes payable and changes in deferred tax liabilities/assets. The taxes payable are calculated on the
basis of the year’s taxable income. Deferred tax liabilities/assets are calculated on the basis of temporary
differences between the values for accounting and taxation purposes and the effect of forwardable losses on
taxes. Deferred tax assets are only recorded on the balance sheet to the extent that it is probable that the asset
will be realised in the future. Tax related to equity transactions is recorded against equity.

Natural resource tax is a profit-independent tax that is calculated on the basis of the individual power plant’s
average output over the past seven years. The tax rate is NOK 13/MWh. Corporation tax can be offset against the
natural resource tax paid. Any natural resource tax that exceeds corporation tax can be carried forward with
interest to subsequent years, and is recorded as prepaid tax (interest-bearing receivable).

Resource rent tax is a profit-dependent tax and is calculated at a rate of 27 per cent of the net resource rent
revenue generated by each power plant. Resource rent revenue is calculated on the basis of the individual power
plant’s output hour by hour, multiplied by the spot price for the corresponding hour. With respect to deliveries of
concessionary power and power subject to contracts with a term exceeding seven years, the actual contract price
is applied. Actual operating costs, depreciation and a tax-free allowance are deducted from the calculated
revenue in order to arrive at a taxable resource rent revenue. The tax-free allowance is set each year on the basis
of the taxable value of the power plant’s operating assets, multiplied by a normative interest rate set by the
Ministry of Finance. The normative interest rate for 2005 was set at 7.4 per cent.

If a power plant’s calculated resource rent revenue is negative, the amount can be carried forward with interest
and offset against future positive resource rent revenues from the same power plant. Deferred tax assets linked to
tax loss carryforwards and deferred tax liabilities linked to other temporary changes are calculated on the basis of
power plants where it is probable that there will be positive resource rent revenues in the foreseeable future. An
estimated actual resource rent tax rate has been used, with the calculation based on all the power plants that are
likely to produce positive resource rent revenues taken together.

Classification and valuation of assets and liabilities

Assets intended for permanent ownership or long-term use are classified as fixed assets. Other assets are
classified as current assets. Receivables falling due within one year are classified as current assets. The same
criteria are applied to the classification of current and long-term liabilities.

Fixed assets are recorded at acquisition cost and are written down to fair value when the impairment in value is
not considered to be of a temporary nature. Fixed assets with a limited useful economic life are depreciated
systematically. Long-term liabilities are recorded on the balance sheet at the nominal amount, adjusted for any
unamortised premium or discount. Current assets are valued at the lower of acquisition cost or fair value. Current
liabilities are recorded on the balance sheet at the nominal amount received at the time the liability was incurred.

Intangible assets. Costs relating to intangible assets, including waterfall rights and goodwill, are recorded on the
balance sheet to the extent to which the requirements for doing so have been met. Goodwill deriving from the
acquisition of business entities is depreciated in a straight line over its expected economic life. Waterfall rights
are not depreciated, since there is no right of reversion to state ownership and the assets are deemed to have
perpetual value.

Property, plant and equipment. Investments in production facilities and other property, plant and equipment are
recorded on the balance sheet and depreciated in a straight line over the expected useful economic life of the
assets from the date on which the asset went into ordinary operation. Investments in facilities that are not
operated by Statkraft Energi AS are similarly depreciated using an average rate of depreciation. Accrued costs of
own investments in the Statkraft Group are recorded on the balance sheet as facilities under construction. Interest
on building loans in connection with major investments is calculated and capitalised.

Subsidiaries/associated companies. Subsidiaries and associated companies are valued in accordance with the
cost method. The investment is valued at the acquisition cost of the shares, unless a write-down has been
necessary. A write-down to fair value is carried out when the fall in value is due to circumstances that cannot be



supposed to be of a temporary nature, and good accounting practice would seem to require such an action. Write-
downs are reversed when the basis for the write-down no longer applies.

Dividends and other such payments are taken to income in the same year that the subsidiary made the allocation.
If the dividend exceeds that portion of withheld profit after acquisition, the excess amount represents a
repayment of invested capital, and the payments are deducted from the investment’s book value.

Inventories/spare parts. Standard inventories and spare parts that have been purchased for the operation of the
power plants are classified as current assets and are valued in accordance with FIFO at the lower value principle.
Non-standard spare parts that are related to particular fixed assets or groups of fixed assets are capitalised and
depreciated over the economic life of the underlying asset.

Reservoirs. Water held in reservoirs is not recorded as an item of inventory. Information relating to reservoir
water levels is stated in the notes to the financial statements.

Receivables. Accounts receivable and other receivables are recorded at nominal value less provisions for bad
debts. Provision for bad debts is made on the basis of an individual assessment of the receivable concerned.

Short-term financial investments. Shares, bonds, certificates, etc, that have been classified as current assets are
recorded at fair value.

Prepayments received are classified as long-term liabilities. The amount prepaid is taken to income at the same
rate as the product it is intended to cover is delivered.

An annual interest cost is calculated and recorded as a financial expense.

Contingent liabilities are recorded in the income statement if it is probable that they will have to be settled. A
best estimate is used to calculate the value of the settlement sum.

Restructuring provisions. Once it has been decided to implement restructuring measures, provisions are made
with respect to expected costs associated with the realisation of the measure. The size of each provision is based
on a best estimate and is revised at the close of each period. Expenses accruing during the realisation of
restructuring measures are charged directly against the provision.

Financial Instruments
The treatment of financial instruments is dependent on the purpose of the specific agreement. When it is entered
into, each agreement is defined either as a hedging transaction or a commercial transaction.

Where an agreement is treated in the accounts as a hedging transaction, revenues and costs are accrued and
classified in the same way as the underlying position.

If cash flow hedging is undertaken, unrealised gains/losses on the hedging instrument are not capitalised.

Foreign currencies
Balance sheet items in foreign currencies are valued at the exchange rate in effect on the balance sheet day.
Translation differences are recorded as financial costs or income.

Reclassification
Individual items from previous years have been reclassified to make them comparable with this year’s accounts.

Principles for cash flow statement

The cash flow statement has been prepared using the indirect method. This implies that the statement is based on
the company’s net profit/loss for the year in order to show cash flow generated by operating activities, investing
activities and financing activities, respectively.



NOTE 1 IMPORTANT EVENTS
2005

Reorganisation

Following Statkraft's change of status 1o a limited company, i was fusher rearganised inlo a group.
As par! of this process Statkraft underlook an internal refinancing programme. This has reduced the
size of the outstanding inter-company balances between Statkralt AS and Stalkrafl Energi AS, Al
the sama time, mos! of the companies which were owned by Statkrait Enargl AS have been
fransferred lo Statkrafl AS with effect from 1 January 2005. Operalions asscciated with the New
Energy business area were translerred to Statkraft Development AS with effecl from 1 April 2005,
The reorganisallon were recorded using accounting continuity. These transactions completed the
irplementation of the legislation relaling to Statkraft’s limiled-company status and the
astablishment of a group struchure,

Refinancing
A refinancing package was implemented with eflect from 1 Januvary 2005, in which receivables and
payables betwesn Blalkraft Energt AS and Statkraft AS were settled al falr vaiue.

Stamp duty

The recrganisation of Slatkraft has resulied in a Habilily for stamp duty in canneclion with the
transfer of assels. Statkrafl Energi AS paid NOK 278 million in stamp duty in 2005, A futther NOK
46 mililion In stamp duty Is expected 1o accrue in 2006,

L.ong-tarm {easing out of power generation at the Ranas power plant

Statkralft Erergi AS has leased out 65 per cent of the power generated by the Rana power plant for
a period of 15 years, for which it received a lump-sum payment of NOK 2.2 hillion In the first quarier
of 2005. Statkrafi Enargl AS wili, In addition, receive an annuai operaling fee of NOK 65 million.

Acguisition of hydropower plants in Sweden and Finland

During the fourth quarer the Statkraft Group acquired 20 hydropower plants in Sweden, one of
which was susbsequantly sold, and 4 in Finfand, with an anaual mean generation of 1.6 TWh,
Operation and optimisalion of these unils is harmonised with Stalkrafi's power planis in Nonway by
means of an operaling agreement with Statkraft Energl AS.

New Industrial contracts

Statkrafl Energi AS has enlered inlo long-term agreemants o supply Fesil and Rio Doce
Manganese Norway in Mo | Rana with 806 and 450 GWhiyear up to and Including 2620, The
agreements are al commercial terms and conditions, and raplace previous statulory-priced
contracls. The agreemants show that there is a fully-functionlng market for long-term contracts in
Norway,

Termination of power purchasing agreements

A non-recurring compensation payment of NOK 400 milller: from the group's wind power companies
Hitra Vind AS, Smala Vind AS and Smola Vind 2 AS was taken 10 income as a rasulf of the
lermination of en electricity purchasing agreement. The compensation payments are ¢lassified as
power sales revanues in the accounts,

2004

Reorganisation

in cannection wilh the transformalion of Statkraft 5F o a limiled company, Statkraft 5F's existing
business activilies were, with cerlaln exceptions, transferred to the newly creatad company,
Statkraft Energl AS, The reorganisation, which has been undertaken sich that accounting
continulty has baen maintalned, came Into effect from 1 September 2004, Subsequent
reprganisation resulled in Slalksafi Energi AS becoming a wholly cwned subsidiary of Slatkraft AS
with effact from 1 Qctober 2004,

Major sales transactions
Stalkraft Energl AS sold Hs 50 per cent slake in Kraflverkene  @vre Namsen in December for the
sum of NOK 1,265 milllon, which resulled in a net gain of NOK 1,010 milon before ax.



ROTE 2 SEGMENT INFORMATION

The bulk of Statkraft Energi AS's business activilles lie within the fields of power generation and sales. The Trading segment gererated 1 per cenl
of the company's oparating revenues in 2005,

The majority of the company's operaling revenues derive from Nonway.

NOTE 3 POWER SALES

Statkralt optimises is power generalion based on an assessment of the value of available waler in relalion 1o actual and expecled
future spo! prices, This is done irespective of contracls entered into. In the event that Statkraft has physical contractual obilgations 1o
supply powat hat devisle from actual ganeration, the diference is ellher ought or seid on the spol markel. Necessary spol
purchases are recorded as a coreclion o power sales revenues, Physical and financial conlracls are used to hadge underying
produclion by anlering into pasitions to buy or sell. Shart gosiions are laker to hedge the price of a specific fraction of the planned
futyre nulput. Long positions are taken to adjust the hedging level if assumplions change and Stalicall restises its hedged position: is
too hiph. Ali coniracis are recorded as an adjustment to the underlying revenue from power generation, based on the margin beiween
the contracl price and the spot price {system price for financial conlracis).

NOK miliion 2005 2004
Produclion seld al spot price 5025 1972
Bilfgrance balween spol price and

slalulery-priced contracls 1} -2 020 -850
Revenues from commertial contracts 2} 1766 621
Oiner net power sales raverues 3} 1008 -212
Yotal 97T 15821

Y ndustriat contracts at prices determined by the Norweglan Parlament (Sloriingal) as well as power supplied to focal authorities at concessionary prices, In
2005 the average prices ware NOK B3 and 115 MWh respeciively, The majority of slatulory-priced induslrial contracls are due lo expire in the years 10 2011.
I Includes & financial export contract for 652 GWh which runs uniil 30.6.2020.

* Includes galnsflosses on trading, margin oh preduslion: optimisation, international powar exchange confracts and third-party cancessionary power.

Slalirafl Energi AS has Lhe follawing long-term physical sales contracts wilth power-inlensive induslrial customers and the wood processing
indusiry ot prices sel by ihe Norweglan Parfament (Storlinget), as well as obligaiions 1o supply power 1o logal authoriffies at concessioniry
prices:

Figures in TWh 2606 2007 2008 2003 2010 2041 2012 « 2020 2021~

Slatulory-priced industrial conlracts 13,1 10,9 [:X:] 89 59 11 0,1 0.0
Concessionary power sales 23 23 2.3 2.3 2.3 23 23 2,3
Tolal fixed-price contraets 164 13,2 11,2 11.2 1,2 34 2.4 23

KOTE 4 RESERVOIR WATER LEVELS AND POWER GENERATION {unaudited)

Roservelr tevels as at 31,12 Max. Power genoration ®
Toil | TWh 2805 2004 capacity 2008 2064 Middel
Statkraft Energl AS 25.7 26,3 318 38,8 88 31.7

* After losses. Power generation in 2004 applies to the pariod £1.10,2004-31,12.2004

In o normal year reservoir waler leveis will vary In relation to a mean, with a -11 TWh minlmum In fApril and a +6 TWh maximun in
Oclober. The infllow of waler in 2005 was well gver thal of a normal year. Despite high outpot levels through the year, therefore,
reservolr water levels al 31 December 2005 were slii} higher than aprmal,

NOTE 5 OTHER OPERATING REVENUES

NOK million 2005 2004

Power plant leasing revenues 103 22
Other leasing and service sales revenues 12 56
Gainsflosses on sale of propetty, plant & equiprment 32 982
Compensation payments 77 B
Total 284 1 867

In 2004 gains on the sale of fixed assels relsle largely to (he sate of Statkrafl's shareholding in
Krallverkene | Bvre Namsen,



NOTE 6 SALARIES AND OTHER PAYROLL COSTS

NOK million 2005 2004
Salaries 300 184
Employers' nallonal insurance

contribulions &3 27
Pension cosls -4 48
Oiher benelits 1 1
Total 451 271

The comgany's CEO is a member of Statkrall's group management and is employed by Slathraft AS. Bis services are
purchased from Slatkrall AS,

Members of group management may retire at the age of 65 with a pension amounting o 66 per cerd of annual satary.
During the periog belween 60 and 65, membars of group management have agreements providing a mutust righl to
gradually scale back thelr worklaad and compensation, Membaers of group managament, wilh the exception of the
CEQ of Sialiralt AS, may qualiy for an annust bonus of up to NOK 200 000. Payment of the bonus depends on the
achievemenl of specific individual goals. Thegroup management do not have any severence pay agreemenls in
addilion 1o those mentioned above. Nor have any loans or pledges been granied,

No directors’ fees wera paid to members of the board in 2005, Nor have any loans or pledges with respect 1o board
members been granled.

On average the company kad the equivalent of 6§33 full-ime employees i 2005,

NOTE7 PENSIONS

NOK riflion

Transfer of penslon schemes {from Statkraft SF In 2004

Slatiralt SF's pension schemes were transferred 1o Statkeal Energi AS on 1 Seplember 2004 alang with its olher assels.
The transfar of pension lizbilijes and assels was undenaken such that accounling continuily was assured and based on
actuaris! caiculations as at 1 Seplember 2004,

Transfer of penslon schemes from Statkraft Encegl AS In 2008

As a reqult of Stalieall's reorganisation, group management and siafl depariment employees were fransferred from
Slatkralt Energl AS to Statkrait AS with effect from 1 January 2005, white employees working in the deveiopmeant and
nnovation-related areas were transferred 1o Statkradl Development AS with effect fram 1 April 2005, The transfer of
pension lialbilies and nssels was undertalen at fair value based on acluarial caleulations vaiid when the fransfer fook
place.

Orrupational pension schemes

Statkraft Energi AS has an pccupational pension scheme for ils employees through the Natiohal Pension Fund, This
scheme covers a iotal of 721 people. The benefis intlude retirement, disebility, surviving spouse’s and child's pensions.
Fer individuals qualifying for the full extillemen, the schemea provides pension benelils amounting to 66% of
pansicnable salary, up lo @ maximum ol 12G {12 limes the Nalienal insurance Scheme's basic amount}, Pansion
scheme benefls are courdinaled with the benefils pravided by the Nalional Insurance Scheme. The schema is &
member of the iransier agreement. Moreover, the company oifers early relirement al the age of 62 under the AFP
pension schame.

The Natinnal Penslon Fund scheme is nol assel-basel. The pension benefits are guaranieed by the Nonwagian slate
{Seclion % of the Pensicn Act}. Management of the pension fund assels (ficllve assels} is simulzled as though the asseals
were invested In long-lerm governmant bonds. [n this simulation 1 Is assumed that the bonds are held 1o maturity.

Other schemes

Statkraft's Pension Fund

in addillon 1o the Nationst Pension: Fund, Slalkesfl 5F had & supplemenlary scheme with Hs own pension fund, which
provided a retiremeny, cisabliily, surviving spouse's ang child's pansion equivalent 10 44% of pensiengble Income in the
interval from B 10 126G, The scheme was lerminaied 1 May 2000, and the employees' benefits were converied fo free
paid-up pafitles which were Included in the pension assets ransferred (o Siatkralt Erergi AS, The scheme also provided
a surviving spouse's pension in excess of the National Pension Fund's benefits for employees whe joined the pension
scheme afler 1975, The scheme was closed (o stalf employed aller 1 July 2002, The bulk of Stathralt Energl AS's
scheme through the Natlonal Pension Fund way lransferred lo Statkraft AS with efiect fram % January 2005,

‘The Statkrait Pension Fund ceased to operate In 2005, with free pald-up policies baing issued to cover the pension
fund's remaining #abililes, The culsianding balance of pension fund assels afler ihe issue of free pald-up poficies has
been laken 1o income, such that the Statkralt Pension Fund had zero net abiliies/sssels as al 31 December 2005 .

Unfunded penslon Habliities

11 addition {0 the sbove, Statkrall Energl AS has entered into pension agreements thal provide all employees whose
pensionable incomes exceeds 126 with a retirement and disabilily pensicn egulvalent to 66% of that portior of heir
pensionable income exceeding 126G,



Fenslon cost breakdown

1.69-31.12

2065 2004
Nel present velue of accrued pension enillements for the year T 10
Interest costs on pension #ablilies an 14
Yield on pension fund assels -26 -12
Recognised change in eslimates 29 35
Reconised elfect of plan changes 0% -
Net lnss from: transfer of pension
lizkllities to Statkrall AS and Statkraft
Development AS 26 -
Closure of Slatkraft Pension Fund -0.B -
Nei pension cosl 87 48
Reconcltialion of penslon Babliitles and pension fund assets 2005 2604
Gross pension liabililies 738 as5
Pension assels in the National Pension Fund -612 -134
Unamortised estimalz deviations -6B -13
Unrecognised plan changes -8 AT
Employers' naticnal insurance conlribiion 7 4
et pension llabilites 57 34
Financlal assumptlons:

2005 2004
Discount rate 4.5 % 51%
Expected sslary adjustment 2,7 % 33%
Expected pension adjustment 24 % 29°%
Expeclet G adustment 24 % 29%
Projected yleld on pension fund assels 4.5 % 5,7 %
Forecast voluntary exit
s Uplo age 45 2,5% 25%
- Between age 45 and 60 0.5 % 0,5 %
» Over age B0 0% 0%

The acluarlal assumptions are based on those commaonly used by the insurance industry with respect to demographic

factors.

The lendency (o take eardy relitement under the AFP scheme is estimaled at 20 per cent.

NOTE B COMPENSATION AND LICENCE FEES

NOK miilion 2005 2004

Licence fees 208 62
Compensation payments 76 30
Total 284 a9

Licence fees are adusted in ling wilh the Consumet Price Index, with the firs] adjusimen taldng place on the 1 January
five years after the Hcence was granted and every filth vear therealler. Permanent anrwal compensation payments for
darnage of intonvenience arising from the consiruttion of hydropower faciiies are adjusied in accordance with the
sarne rules as for ficence fees, The net present value of permanent current licence fee and compensalion abligalions
refated to the group's generating Tacililies is estimated al NOK 5 200 mitfion and NOK 8OO milllon respectively,
discolnled at an inlgrest rate of 4% in accordance with 1he regulations relaling lo licence feas, annual compensalion,

funds, elc.

NOTE 8 OTHER OPERATING COSTS

NOK miltion 2005 2004
Malarials 55 25
Exlernal services 615 195
Costs, power plants operaled by third

parlies 122 54
Progerty 1ax 404 97
Oiher operating casls 448 270
Total 1645 541

NOTE 10 FEES TO EXTERNAL AUDITOR

{NOK)

Deloitle Slatsavloriseria Ravisorer is Stalizaft Energl AS's audhor.
Deloitla is alsp the audilpr of the subsidiarie Baliic Cable AR.

The fees pald 1o the group auditor for auditing and other services braak down as foliows:

2005 2004
Statutory auditing 1250000 327 000
Chher cedificalion services 86 £0D -
Tax advisoty services 8 {00 -
Other services 195 40D 1267 920
Total 1 550 000 1594 820

NOK 1,008,5G0 of 'Olher services' for 2004 relate to ihe ransfer of businesses from Slalivafl SF



NOTE 11 FINANCIAL INCOME AND EXPENSES

Finaneclal Income

NCK millicn 2005 2004

interesl received from group companies 106 325
Chher interes! received 10 &3
Dividend from subsidiaries 23 749
Cther francial income 80 29
Total 219 1166

NOK 887 million of the NOK 748 million in dividend received from subsidizries i 2004 came from Slatkrast
Energy Burope and Statkrall Energy Enterprise, which were both transferred 1o Stathraft AS with efect rom
18 Moarch 2005. The saies price for these two companies ook the dividend fpr 2004 into consideration. The
dividend shouid therefore have been laken 1o income by Slatkraft AS. [n Statkrafl Energi AS's accounls for
20085, this has bean correcied direclly apainst equity, 25 a correction of previous years' errors.,

Financlel expenses

NOK milllon 2005 2004

inlerest paid {o group companles 167 £89
Other inlerest paid 380 77
Other financial expenses 787 276
Total 1 344 1042

Giher financial expenses’ for 2005 includes Iosses resulting from the transfer of the finance funclion 1o Stalioral} AS
of NOK 741 million,

NOTE 13 TAX

The total tax expense s cafculated as follows:

NOK miilion 2005 2004
Corporalion tax 18915

Natural resource lax 524 45
Corzection of previoys yeers' lax 9 -
Change in deferred lax 52 203
Tolal tax exgense 2580 338
Corporation tax payable:

Tax payable on prohit for the year 1915 -
Impacl on tax of group conlribulion/dividend -847 -
Corporation tax payable 1 068 -

Tax payahle In the Batance Sheet:

Natural resource 1ax 456 148
Resource rer lax g24 ab
Difference belween corporaticn tax and

ralyral resource Lax 8§12 -
Fax dua from previpys financlal yesr - -
Tax payable in lhe Balance Sheelt 1592 193

Propeny tax Is recorded as an operating cost with effect from the 2005 financial year.

Reeonclilation of somliral tax rates and effective tax rates

NOK mitlion 2005 2004
Profit bafore lax 5387 1374
Expecled 1ax expense a1 a nominat rate

af 28% 1508 385
Etfoct on taxes of:

Resourse renl tax 674 12
Tax-free earnings -7 -274
Changes relaling 1o previous years 75

Other pananent changes - hel 326 15
Total tax expense 2 580 338

Effective tax rate 48 % 25%




Spociflcation of temparary ditferencaes and tax loss camyforwards

The foliowing table specifies 1empeorary diferentes and the tax 1bss carred forward, aswellas 2
calsutation of deferred tax assets, Deferred tax assets are recarded on the balance sheel to the exient
that il is probable thal they will be utlised. Nel deferred 1ax assels presenled as an immaterial ossel
relate to companies which, according lo 1he fax reguiations, are treated 8s a single toxable enlity.

NOK miilion 2008 2084

Curranl asselsfourrgnt Nebilities -6 &0
Propefy, plant & egulpment -518 -480
Pension #abilitles -18 -11
Ciher iong-lerm ilems A2 3
Tax loss carrylorwardicredit -
Sum of {ermporary differences and tax loss carryipnvard 422 ~428
Temporary differences, resource rent lax -330 -281
Negalive resource rent carryforward v}
Total deforred tax osset =752 =708
Tox rales 20%/28% 20%/28%

Statkrait £nergl AS has pui up NOK 508 million in security for {ax relaling 1o assets iransferred in connection with
the recrganisation of Statkradl SF.

The lien has a term of 3 years slaring In 2005,

NOTE 13 SHARE OF REVENLES AND COSTS IN POWER PLANTS OFERATED BY THIRD PARTIES

With respect 1o powar ullliies in which Statkrafi Energi AS has shares bul nb operating responsibility, of. Note 15, the
sompany appropriales for ils own use a proportion of the power utilily’s culput corresponding 10 its sharebolding. This
elaclricity Is included in Statkrafl's ordinary power sates in the same way as electricily produced by power plants
operated by the company itself, Exception is made lor mandatory sates of concessionary power which are handied by
{he power ullily concerned, and where the sales revenues are dislributed among Lhe shareholders.

Where such co-ownership exsis, the operating cosls and revenues associated with the powar wlilily's saie of
concessionary power, eig, are distribizled among the shareholders on an ongoing basis. The following is 8 surnmary of
Slatkralt Energi's share of revenues and costs related to Ihese power uthillies. The calculated revenues are Slatkraflt's
aciual power appropriation, mulliplied by the average price lor saleable elecinciy, as well as Biatkraft's shara of
concessianary power sales revenues, The figures are included on separata lines in the income stalement.

1.09-31.12

NOK million 2005 2004

Power sales revenues B56 209
Other operating revenues* -] 885
Transmission costs -42 -10
Nel operaling revenues 823 1184
Compensation and iicence fees 20 &
Olher operating cosls 122 54
Depreciation 72 26
Property tax 33 g
QOparaling cosls 247 95
Operaling profit 576 1688

* Other operating revneues for 2004 includes the galn on the sale of the power plant In Gvre Namsan

NOTE 14 INTANGIBLE ASSETS

NOK million 2005 2604
Walterfall righis,elc 1016 1623
Delarrad tax assels 753 709
Total 1768 732

Deferrad tax assels are discussed in greater detall in Note 12,

Licences,

wateral
NOK million rights, ete.
Acquisition cost 1.1.2005 1122
Consolidation of new rompanies 8
Addllions 2005 "
Disposais 2805 -
Accumulaled depreciation 31.12.2005 -113
Book value 31.12,2085 1018
Depreciation for the year 18

Estimated peonomic iife
Walerfalt rights Perpetuity
Licences eic. 7 years 10 perpetuily



NQTE 15 PROPERTY, FLANT & EQUIPMENT

Share In Underground,
Water Turblnes, power plants facilitlos, Plants

regutallon  generators,  operated by  roads, bridges under
NOK mifllon facllitles gtc third pardles and guays  construgon  Cther® Fotal
Aquisition cos! 1.1.2005 15625 6 032 2402 4820 289 a8 ag 153
Consolidation of new companies 430 178 - 234 - 3 845
Addiions 2005 24 - 3 2 135 a5 262
Disposals 2005 - - - -27 -24 -198 -249
Capilalised inlerest on building loans 0
Foralgn exshange effecis 0
Accumuliated depretiation and wite-down -3 B4Y -3 092 -746 -1322 - -532 -5 538
Book value 31,12.2005 12 232 3118 1662 3767 400 353 21 473
Depreciation for the yvear «226 ~154 -53 -72 - -5 563
Write-downs In the year -34 -34
Depreciation period 30-75 years 1510 yaars 5-50 yaars 50-75 years 3—40 years

* Comprises mainly buildings, office and computer equipment, eleclrical instaliations and vehicles.

The {pliowing is @ more delalled specification of he varlous sssels' etonomic life:

Dams
- fprap dams, concrele dams
- other dams
Tunnel systems
Mecharlcal Instaliatlons
-~ pipe trenches
- generalors {turbines, valves}
- oiber mechanical Installalions
Underground faciilties
Roads, bridges and quays
Electrical instaltations
- transfonmersigenerators
- switchgear (high voltage)
- control gear
- pperaling sentres
- communications equipment

Beprecintion period

Bulldlngs (agmin., etc) 50
5 Other fixed Installations
30 - parmanent a0
75 - less permanent 1Q
Misceliznecus moveakles 5
40 Lirnd perpetual
40 Difice and compsiter equlpmer 3
15 Furnishings and equipment 5
75 Vebhlcles a8
i5 Construction equlpmen? 12
Smali craft 10
40
kE]
15
15
i0

Bepreciation porfod

The figures given for power plants nder co-ownership or where other panlies have the right to approptiale a proporlion of cutpul In retum for a share of the gosls

represent the group's relalive sharehoiding.

County aulhorilies and publicly owned energy companies have the following appropration righls wilh respect to the oulput of power plants operaled by Statkrafi

Energi AS:
Power plant Third-party shares
Eidfjord 35,04 %
Folgefonn 14,94 %
Grytien 12,00 %
Kobbelv 17,50 %
Lelrdela 35,00 %
Svartisen 30,00 %
Svarka 50,00 %
Ulla-Farre 28,00 %
Vikfalli 12,00 %

Statkratt Enorgl AS has the followlng shareholdings In power plants sperated by third parties:

Shave of
proparty,
plant &
MO miflion Sharcholding  equlpment
Auriandsverkene T % 354
Merkioss-Bolbergfoss 33.33% 48
Roldal-Suldet Krafl AS * B.74 % -
1S Sira-Kyina hraftseiskap 32.90 % 1262
Total 1662

* Slathraft Energt AS owns B.74 per cert of the shares in Roldal-Suldal Kealt AS, which in furn owns 54.79 per cenl of the 5 Reldal
Suldat Kraft power plant. Statkrafi's indirect shareholdling in the copany is therefore 4.79 per cent.



NOTE 16 SHARES N SUBSIDIARIES AND ASSOCIATED COMPANIES
Invesimenls in subsidiaries and associated companies are vaiued in accordance with the cost method,

Shares in stbsidlaries {NGIC 090}

Reglstered
Name offlce Shareholding Share capltal  Book vilue  Total equity  Profit 2005
Bellic Cable AB Malmd 667 % 2552 771333 93 208 89 642

Shares in pssociated companles {NOX 'a08)

Name Shareholdlng Book valup

Seltefiskantegget Lundamo AS 470 % TG0
Aklieselskapal Tyssefaldena 20,3 % 141
Aurgjavelen AS 33.0% 37

In addilion, Statkrat Energi AS has Investments in power planls operated by third parties, see Nole 15, which
arg recerded in the ateounts according 1o the gross method.

NOYTE 17 OTHER LONG-TERM FINANCIAL ASSETS

NOK miliion 2605 2004

Loans fo group cormpanies - 22325
Bonds and cther long-lerm receaivables B4 152
Pensien fund assels - 45
Olher shares and securilias T 27
Totaj 91 22 549

For the group, bonds and olher long-lerm receivables Include paid natural resource 1ax which may
subseauenity be offzel aaalnst pavable corporation lax.

NOTE 18 RECEIVABLES

NOK million 2005 2004
Accounis recelvable - extemet BY5 156
Accounts receivable - group companies 662 1583
Accrued revenues - 282
Ofther receivables a9 551
Other short term recelvables from group companies 6781 6183
Total B 407 B 755

Accounls receivable are nel of 3 NOK 570 000 provision for bad deb!s,

Carrent receivables from group companies refers primarniy 1o Statkrafl's group account schema,

NOTE 19 CASH AND CASH FQUIVALENTS

The company's Hyuiddy is held in & group account scheme, This means that the subsidiaries’ cash end cash
equivatents are, formally regarded as receivables from the parent company, and ali group companlas are
[pintly and severally fiable for the Group's dispostions.

The amount of tax payable Is secured by guarantee, see Note 24

NOYE 20 EQUITY

Pald-in Retalnad Totat
NOK million capltal eamings oqulty
Initial capital 0.1 0.1
Effect of group formation 01.10.2084 31553 31853
Profil 2004 1036 5036
Group contribulion recelved alter lax 154 154
Allocated to dividend for 2004 -5 -5
Equlty as at 31.12.2064 3787 1 031 32738
Profit 2005 2 Bo7 2807
Group contribulion pald afler lax -2 AT? -2 51T
Capital write-down -23 000 -23 {00
Allocated to dividend for 2005 -220 -220
Correction of previous years' errors -154 687 -841
Change resulling from merger with
Finnmark Energiverk 3 3
Transfer of businesses B 508 B 508
Equlty as ol 31.12.2065 £7 064 757 17 818

The company has a share tapilal of NOK 5.5 billion, divided inlo 58 million shares, each with a face vaive of
NOK 100. Ali the shares have the same voting rights and all are owned by Statkralt AS.



NOTE 21 PROVISIONS

NOK million 2085 2004
Pension liablillies 57 78
Olher provisions 4118 2003
Total 4178 2 08B

Pansion obligations are described in more delail in Nole 7.

The Hem ‘Olher pravisions' for 2005 includes prepayments of NOK 3 637 million in connaction with fulure power sales
agreemenls, The largest of these is the agreement with Elsam and the Rana power leasing conract,

Furthermore, a gain of NOK 360 million linked to lerminaled foreign exchange contracts which ere amorlised in the period ot
2010 has been recorded on the balance shees.

NOTE 22 LONG-TERM INTEREST-BEARING DEBT

NOK mifllon 2065 2004
L.pang from Statkraft SF - 2B 236
L.eans not guaranteed by the Norweglan stale 3906 4059
Long-lerm debt Statkrail Energy Eurcpa AS 766 -
Qther debt 14 17
Tolal 4 686 3212

The figures include the offecl of undarying currency swaps,

As al 31.12.04, Slalkrafl Energi AS had debts 1p Statkrafl AS of ROK 37.8 biliion. These outstanding infercompany balances were
refinanced in 2005. In 2006 a funther refinancing of Lhe autstanding internal group debt is pianned, No rapayment plan for long-term
Intercompany loans has therefore been drawn up.

Brepkdown of dobt by currency:

NOK milliton 2005 2084
Debtin NOK 4 6B8 =14 700
Debt in SEK - MW
Total for the Company 4 686 17
Nominai average interest rate NOK 6,36 % 6.B8 %
Nomingl average interest rate SEK 2,05 % 253 %

Tie foreign currency breakdown in the lable above fekes into consideration the underlying currency swap agreements.

HOTE 23 OTHER INTEREST-FREE LIABILITIES

NOK miilon 2005 2004
Azcounts payable - externisl 267 217
Actounts payable (o group companies 555 12
Public charges payable 285 97
Accrued costs 24 218
Other interest-free #abilities H 46
Afiocated to dividend 20 5
QOiher shor term liabilities 1o group companies 3075 § 656
Total 4448 7251

NOK 3 024 milllon of 'Current liabilitles to group companies' for 2005 relates 1o group contribution for 2005,

NOTE 24 PLEDGES, OBLIGATIONS AND GUARANTEES

Pledges.

Under cerlaln circumstances county austherities and publicly owned energy utitiles are entilled 1o & share of the output [rom power plants
belonging to Slalkrafl Erergi AS in retum for paying a share af the construction coslts, ¢f. Note 13. To finance the acquisition of such fights,
1he counly aulhorilies/companies have been granled permission 1o pledge the power plant as securily. The morigage debt ralsed by the
counly aulheriies under this schama 1olals NOK 1 901 million. As at 3%.12.2005, the book value of the pledged assels i Statkrall Energl AS
{otals NGK & 284 million.

Obligations and guarantnes

Statkrafl Energl AS has off-balance-shest obligations and guaraniees totalling NOK 2 084 millicn, Of this NOK 1 548 million are power swap
agreements, NOK 508 miltion has been pledoed as securily for 1ax on assels ransferred during the recrganisation of Btatkrafi 5F , NOK 23
milllon are guarantees 1o the tax aulhoriies and NOK 14 million other guarantees.



NOTE 25 FINANCIAL INSTRUMENTS

Stalicalt Energi AS trades in financisl inslruments for various purposes. Their tealment in the accounts will depend on thair
purpose as described In the note on accounting principles.

Currency and interest rate agreements

Book value and falr value of interest rale and curroncy Instruments

31,12,2005 31,12.2004
Book vaius Fait vahue Book vaiue Falr value
Interest rale swaps - - - 642
trteresi rate ang currency swaps - - 203 897
Forward currency agreemenis - 18 ~12 -15
Total - 18 191 1523

Falr value is calculsled on the basis of relevant market prices and forward curves, since fhe buik of the Insiruments are nol
traded in orpanised markelplaces.,

[nterest rala instruments {inctuding the inlerest pottion of interest rale end currency swaps) are used Lo manage the company's
interest rate risk, and are therefore recorded as hedging etruments. They are recorded ad acguisition cost, zero, on the balance
shaeel. Unrealised gains on thase conlracts are fargely offset against unrealised losses on lixed-inlerest loans, which are also
recorded on the balante sheet al nominat vatue, The fair value stated in the lable does not inclode accrued inlerest.

The currency component of inlerest rate and currency swap agreements is recorded at the axchange rate in effect on the
balance sheet day. The change in value recorded in the Income Slalement is accompanied by a comparable change in vatue of
underlying ioans In the same currency. The diference belween book value and fair value for currency forward contracis is due lo
currency forward contracis thal have been enlered into as cash-flow hedging instruments where unrealised gainsfosses are rol
recarded in the accounls,

Power contracts

Derbvalives are recorded ol fair value

Recoghnisod
change in
Falr value value Fair value
NOK miilion 2004 2005 2065
Trading poriefolic 40 -26 14

With respecl lo power lraging, # is the trading porlfolios that are valued al fair value in accordance with Section 5-8 of the
Accounting Act, The portfollos comprise financial forward and oplion conlracis iraded over Nerd Pool, as well as bilaterai
finangial contracts with terms ptherwise identical {o slandardised conlracls traded over Nord Posl. With respect Lo the dading
ponfolios, acquisilion cost relates soiely 10 the rel of paid and received oplion premiums. At the end of 2005 this emounted 1o 8
net of NOK 22.2 million in recelved premiums.

Wilh respect lo he frading portiohos, contracts are traded wilhin a three-year timeframe, As ! 31.12.2005 falr value was broken
down as folipws per fulure time period:

NOK million

2005 14
2007 o]
2068 0
Tolal fair value 31.12.2005 14

Derlvatives not recorded at fale value

Statkrafl Energl AS has threg power portfalios whose financial instrurnents are not recorded a1 fair value in the accounls. All
these poriolios soneist of both physical and financial contracts. When assessing the risks and value ellached 1o each porifolia,
the physical and financial conlracls are taken logether. Fair value on financial power conlracls will therelore not be
rapresentative of lhe value of the enlire portictio.

Portfollo Accounting trestment

Hedge portiotic Hedging Accounling Att, Seclion 4-1, Paragraph 1, no. 5
Origlnation Lower vetue principle Accounling Act, Seclion 5-2

Statkrafl Financia) Energy Lower value principle Accounling Act, Seclion 5-2

Baliic Cabls Lower value principle Accoynling Act, Seclion 5-2




‘There follows a brief description of the portfollos:

Hedge porifollo

Net exposure tn this porticlio is derived from updated production forecasts, buying and selfing commitments pursuant io long-
tarm physical contracts, as well as conlrasts reded over Nard Poal and bilzteral financial contracts. A net finaacial short position
is deemed 1o hadge future eash flows from power ganerated, whits a net financial lang position is deemed 10 hadge the Tair valug
of future supply cammitments, As at 31.42.2008, the trading portfolio had a net financial short position.

The physical salas cormvritmants congist of stalutory-priced indusirial cantrasts, commerciat sales contracls, concessionary
power commitmants, as well as miscelianeous frae power and compensation pawer contracts. Tha majorily of the stalutory-priced
industrial contracts will explre in the perod to 2011, The cammatciat coniracls have varying lerms, tul the longes! nuns unti
31.12.2020. Concessionaty power agreements run in parpetuity. For some of these agndinancial sales obligations the price is
indexed against othar market risk such as metals and foreign exchange {USD, EUR and GBP}.

Financial canlrasts in the hedging portfolio are both contracls traded over Nord Pool and bilateral contracts. They generally have
terms of lgss than five years, but some bilateral financial conlracts run untit 2015 (see the Elsam agreemant below). To some
extent the perpetual cencessionary pewer agreements have been renegotiated to pravide financial setllement for shorter periads
of tima.

In 2000 Statkrall and E!sam signed a contract converling a physical power exchange agreement signad in 1994 Inla a financial
nel seltternent between the contract price (indexed against coal, etc) and a markel-based referance price {area spol). The
contract runs until 30.06.2620 and has an annuat volume of 1,462.5 GWh. The Elsam agreement is built on a partnership
agreemenl belwaen several Norwegian energy comparies. Statkralt Energi AS has a 44.64 per cent share of the abave-
mentisned volumea,

Origination

This portfelio consists of cuslomised bitateral physical and financial contracts. As a rute eflarls are made to offsel the bulk of the
valume axposure (ie the risk which can be disecily ascribad 1o price uclustions in forward system price agreements traded in the
marke!} against comesponding standardised nancial contracts. The risk associsted with the portielio is therefare primarily
derived frormn lhe area price risk, profiles, volalility laptions and user lime contracts), load, lemperalure and foreign exchange.
Foreign exchange risk is partiaily hedged by means of currency forward cantratts. The majority of conlracls In the porifclio have
terms of up to five years, byt cerzin contracts run until 2015,

As at 31.12.2005, fair value was higher than acquisition cosl.

Stathraft Financial Energy

This parifclio cansists of hilateral physical and financial as well cleared conlracts o the Norwegian, Danish, Swedish and Finnish
markeds, in addlition 1o currancy contracts in SEK and EUR. As a rute effarls are made to offset the bulk of the volume exposure
against cotresponding slandardised financial contracts, such shal the pertfolio’s total nel expasure remains relatively modarate.

The sisk associaled with the portlalic is primarity derived from the area price risk (Helsinki, Stackhoim and Norwegian price
araas), spread risk and foreign exchange (mainly SEK and EUR). Foreign axchange risk Is largely hedged by means of currency
forward contracts.

As al 31.12.20085, fair valuea was highert than acquisition cost.

Baltle Cabln

Statkrafl Energi AS's 68.7 per cent shareholding in Ballic Cabla AB enfities the campany 1o impor or expert up 1o 406 MW a day
between Sweden and Germany. This aliows for a grofil io be made on the difference in price belween the twe areas. The Baltic
Cable portlalio also comprises financial hedging contracts whose purpase is 1o hedge individua! price differences over a
limeframa of 3.5 years.

As al 31.12.2008, fair vatue was higher than acquisition cost

HOTE 26 MARKET-RELATED RISK, FINANCIAL RISK AND INSURED RiSK

In its business Statkrafl Energi AS is exposed to various lypes of fisk. The mast important, naturally enough, relates 1o the generalion
of and trading in electrical power, bul the company is also axposed to alher financial and operational risks.

Market Risk

Statkrafl's main aclivities include the generatian and trading of electrical power. In & markal i which hydrogower plays an important
role and where the supply of water vaties a greal deal from year {o year, price and generaling capacity will also vary considerably. in
2805, the price of carbon quotas and fossil fuefs also had a significant impact on elaciricity prices. This may have a marked impact on
Statkrafl's results. However, since power generation and price are bilen negatively correlaled, ie high water levels and a high level of
generation resulting In lower prices and vice versa, the range of passible financial outcomes is naturally restricted. In addition,
Statkrall Energi AS actively manages its tisks in refation to the actual market sluation. In so doing Statkraft Enargi AS endeavours to
realise the maximum iong-term aarmings polential from ils generating facilities, given the company’s risk criteria,

RIsk management, Slalikralt Enargi AS makes considerable use of forward contracts and olher financial instruments (o bedge its
revanyes. Contract rading helps to stabilise Statkrafl's revenues from yesr to year. This is desirable because of the greal uncertainty
that olhenwise surrounds the total revenuas from power sales, which are dependent on a volatile spol price and uncentain production
capacity. in this connaction there is no differance belween physical and financiat contracts thal are traded bilaterally or via brokers,
and financial conlracts in the forward markel (Nard Pagl). Price is he prime criterion when sefecting a trading method. Hence, the
most important factor is thal new contracts are advantageous in relatian (o existing power centracls, aptimising the oulcome of
Stalkraft Energl’s own productian and spol prices, The company conlinualty adjusts the contraet portfulio lo maximise expected
earnings wilhin the given sk crilarta, [nternal guidelines lor market exposure have been edopled for both hedging and trading
aclivilies. An organisationally independent unit is responsibie for the continual monitoring of suthorisalions and limits,



Use of dervatives for hedging purposes. Statirafl Eaergl AS rades in various physical and fisanciat inslruments to hedge
revenues. This hedging, which also 1akes inlo consideration the company's present and fulure generaling capacity, is inlended 1o
ensure an optimal conlraet position in refalion 1o recognised sisk crileria. Statkradt Energl AS is exposed te both price and volume
risks because fulure prices and waler inflow are unknown, Al the end of 2005 the company hag presold maere 1hen 40 per cent of ils
mean preduction ug io and incluging 2015,

Use of detivatives for teading purposes. I adodion 1o hedging activilies, Statkralt Energl AS alsc uses financial derivalives 1o lake
Timited, shorl-term positions in the market. Value-al-Risk is ar imporlant risk management (ool. The volume traded is significant, but
the financial expesure al any given lime Is extremely limited compared (o the hedging aclivilies.

Origination. Statkrafl Energl AS offers custernised bilaleral contraets o its cuslomers. By adapling the contract terms and conditions
1o individual cusiomer needs, added value is generated in relation (o standard guolad contracts, The risk assotiated with this activily
is hedged 1o & great extent by trading in standard confracts, The remaining finarcial exposure is very small in relation (o the hedging
aclivilias and is quantified by Value-al-Risk and Profit-al-Risk. Interrsal restriclions on these perormance indicalors are used to
ensure that exposure remains within company guldelines,

Flaanclal Risk

Statkraft focuses primarily on cash low in connecllon with ils follow-up of fnanctsl perormance and risk managemend. This is because cagsh
fiow is considered 1o be decisiva for value crealion for the group.

Use of Interest rate and currency Instruments, Slatkeali uses interest rate and currency instruments in iis management of the company's
interesl rate and foreign exchange exposure. Interes! rale swaps and forward contracls are used 1o achieve the desired Interes! rate profile
on tha company's bommowing porifclie, inlerest rate and cross curency swaps are used 1o achigve the desired currency for the company's
borrewing peortiofic.

Forelgn exchange rsk. Statkrafi’ Energls foreign exchange risk is primarily #nked to power sales revenues in forelgn currencies, The
markel division at Siakraft Energi AS will converl lo EUR as its operalional currency ahead of Nord Pool’'s conversion fo EUR In 2006,
Expecied fulure cash ows In foreign currencies over the next three years are gradually being hedged. The degree of hedging Is highest for
ihe mast immediate cash lows, Financlsl lavesiments in forelgn cumrencies are fully hedged. Exposure is hedged by means of bolh financial
instruments and ioans In forelgn currencies.

Interest rate fsk, An inlerest rale management framework has been adopted based on a spread balween fixed and Noating interest rales,
The sblective is 1o ensure thal the bulk of the interest rate exposure on the net borrowing portfolio should be sl floating inlerest rates, As a
rule fixad interest rates shalt apply for a period of more than five yesrs.

In addition o inleres! eale agreements linked to the respeciive loans, financial instruments are widely used lo keep the individual pordolic
within the given risk limits.

Ligukdity risk, Statkrali Energi AS assumes a #quidiy risk because the term of ils financial obilgations is aot matched lo the cash ow
generated by ils assels, and becsuse of vatialions in coliateral requirements linked 1o financial contracts In the forward markel (Nord Peol),
Drawing rights on Statkralt’s group account scheme are used 10 ensure access io shorl-term finaneing. Slalksaft has long-lemn eredil ratings
from Slandare & Poor's and Moody's Investor Service of BBB+ and Baal, respeclively, bolh with med "Siable Outlook” Statkralt has goed
opportunities for borrowing in the Norwegian meney markel and in the banking markel. Drawing righls are used lo secure access 10 shorl-
erm financing. Siatkrafl's drawing righls are lorge enough io cope with a significant intrease in the collaleral required for finaneial conlratls
i the forward market {Nord Pool).

Statiraft has g liquidhy capacity targel of between 1.5 and 2.5, Liquidily capacily In this context is defined as cash and cash equivaients,
plus commilted drawing rights, plus projected seceipls for the nexd six months, divided by projected payments for tha nexi six monihs.

Credit risk. Slatkrall assumes & credit risk through physical power trading and trading in financiat inslrumenls. The #mits for each deblor
are determingd by a formal crect rating or an analysis of key financial figures. Credit #isk associaled with physizai and financial power
conlracts is calculated, monitored 2nd repotied on a weekly basls. Bifaleral contracis are subject to limits for each detior, wills regard to
volume, emount ard duration, Far financial instrurnents a foss potentiat Is calculated in the evenl the deblor should fail 1o fulfit his
chligalions. Slalkrall has enlered Intp agreements on periodical selilement of Lhe markel value of the financial instruments with the majarity
of its deblars {cash collaleral), Credil expesure essociated with such agreemants is therefore substanlially reduced.

insurance Risk

Statlealt Energi AS has @ considerable risk exposurs in ils operalions related to damagedioss relating o Its own assets {primarily power
plants) and subsequent production foss, as well 85 damage lo third-pary lives and progenly, eq in the event of fire, food or nnuadation
resulting from dam damage/faiture. Stathralt Energl's insurance cover is channelied mainly through the group wholly owned caplive
insurance company, Slatktall Fergikring AS, Statkrafl Forsikring AS relains only a limiled risk per claim, with the excess risk being covered
in the reinsurance market. All Statkrall Energl's assels are insured to 1heir replacemen! value. For darms and tunnels, however, a maximum
payout perincident has been sel, afler 5 thorough assessment of the risk involved, at NOK 400 million and NOK 50 miliion respectively.

NOTE 27 CLOSELY RELATED PARTIES

The operalion and oplimisalion: of the Siatkreil's power planls in Sweden and Finland is harmonised with the group's power planis In
Norway by means of an cperaling agreement with Statkrall Energi AS, Slatkrall Energi AS is also responsibie for operating the
group's Norweglan wind powaer facililies and the power plants in Nepal and Laos. These agreemants have been entered inlo on
sommerclal terns and condilions.

Stalkrafi has enlornd Inlo an agreement for the purchase of ranspon services from the company Helikoplerdrift AS. Stalieafi's CEO
i5 sole sharehelder in o company whith leased a helicopter {0 Belikoplerdrift AS,

The agreement relating {o the purchase of transporl services has been entered Into on commercial terms and conditions. NOK 25
D00 was paid under the contragt in 2005.



NOTE 2B TRANSITION TD IFRS

The EU has adopted 5 directive thal requires all listed enterprises in the B4 and EEA to prepare consolidated accounts in accordence
with the Iniemational Financial Reporting Standards (IFRS} from 2005. Statkrall AS is bound by these regulations through ifs listed
bonds, but has the oplion to pesipone Implementation of the #FRS untl 2007, Slalkrall will avail itself of its #fighl to posipone
impiementation,

For the consciidated account, the grealest changes In connection with (he imptementation of the IFRS derive from the [AS 38 standard
retating 1o financial investmenls and hedging.

A & resufl of he transilion 1o #FRS in 2007, Statkrafl Energi AS will, with effect from 1 January 2008, adjust its aceaurding prinsipies
10 {FRS, where NGAAP aliows IFRS solutions, Thig applies primatily 1o the trealment of pensions and fixed assels, With effect from 1
January 2008, substantial meinlenance projects will be capialised from the date on which the mainterance work was carried put and
cepreciated in a siraight line unt the next maintenance date.
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To the Annual Shareholders' Meeting of Statkraft Energi AS

AUDITOR'S REPORT FOR 2005

We have audited the annual financial statements of the Statkraft Energi AS as of 31 December 2005,
showing a profit of NOK 2,807 million. We have also audited the information in the Board of Directors’
report concerning the financial statements, the going concern assumption, and the proposal for the
allocation of the profit. The financial statements comprise the balance sheet, the statements of income and
cash flows and the accompanying notes. The rules of the Norwegian accounting act and generally accepted
accounting practice in Norway have been applied to produce the financial statements. These financial
statements are the responsibility of the Company’s Board of Directors and CEO. Our responsibility is to
express an opinion on these financial statements and on the other information according to the requirements
of the Norwegian Act on Auditing and Auditors.

We conducted our audit in accordance with the Norwegian Act on Auditing and Auditors and generally
accepted auditing practice in Norway, including standards on auditing adopted by Den Norske
Revisorforening. These auditing standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. To the extent required by law and
generally accepted auditing practice an audit also comprises a review of the management of the Company’s
financial affairs and its accounting and internal control systems. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion,

e the financial statements are prepared in accordance with the law and regulations and give a true and fair
view of the financial position of the Company as of 31 December 2005, and the results of its operations
and its cash flows for the year then ended, in accordance with generally accepted accounting practice in
Norway

e the company’s management has fulfilled its duty to maintain the Company’s accounting records and
documentation in a proper and well-arranged manner in accordance with the law and generally accepted
bookkeeping practice in Norway

e the information in the Board of Directors’ report concerning the financial statements, the going concern
assumption, and the proposal for the allocation of the profit are consistent with the financial statements
and complies with the law and regulations.

Oslo, 20 March 2006
Deloitte

Aase Aa. Lundgaard
State Authorised Public Accountant (Norway)

. : . . . Member of
Audit.Tax & Legal.Consulting.Financial Advisory. Deloitte Touche Tohmatsu

Medlemmer av Den norske Revisorforening
Org.nr.: 980 211 282
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