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Aker BP continued its positive development in
2018. The financial and operational performance
was strong, and the oil and gas reserves and re-
sources increased driven by both organic growth
and acquisitions. All major field development proj-
ects progressed as planned. Moreover, the com-
pany’s improvement program is showing tangible
results. Aker BP is well positioned to continue to
deliver profitable growth and increasing sharehold-
er value in the future.

Aker BP carries out significant operations related to exploration and production of oil
and gas on the Norwegian Continental Shelf («<NCS»). In addition, the company’s de-
velopment projects involve a wide range of contractors. Health, Safety, Security and
Environment («<HSSE») and Corporate Social Responsibility («<CSR») are of paramount
importance to the Board of Directors of Aker BP. Accordingly, the Board recognizes its
responsibility for the safety of people and the environment and devotes appropriate
time and resources to comply with all regulations and strives to adhere to the highest
HSSE standards in the oil and gas industry.

To meet the challenges of an uncertain macro environment and to strengthen its long-
term competitiveness, Aker BP has established a strong platform for further value
creation. The company leverages an effective business model built on lean principles,
strong technological competence and industrial cooperation to ensure safe and efficient
operations.

Aker BP has a comprehensive improvement agenda with four focus areas. The aim is to
reduce cost and improve efficiency across all disciplines to enable sanctioning of new

stand-alone projects at break-even prices below 35 USD/boe. The focus areas are:

1. reorganization of the value chain with strategic partnerships and alliances to remove
waste and increase productivity;

2. digitalization of the Exploration & Production («<E&P») business model;

3. changing the management systems and culture to build on «Lean» principles by
prioritizing flow efficiency over resource efficiency and;

4. to bring these together inside one organization and one business model that with-
stands volatility and has the flexibility to sustain growth.
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Aker BP’s net production in 2018 was 155.7 thousand barrels of oil equivalents per
day («<mboepd»). Total net production volume was 56.8 million barrels of oil equivalents
(«boe»). About 99 % of the production came from the five operated production hubs;
The Alvheim area, Ivar Aasen, the Valhall area, Skarv and the Ula area.

Aker BP continues to be an operator with low carbon emissions intensity. The company’s
CO, intensity target is set at less than 8 kg CO, per barrel of oil equivalents (operated
fields only). In 2018, the CO, intensity was 7 kg CO,/boe, which is less than half the
global average, and below the average for the NCS.

All major field development projects, including Johan Sverdrup, Valhall Flank West and
/Arfugl, progressed according to plans. These projects are expected to contribute sig-
nificantly to the company’s production and profitability in the years to come.

The company's exploration activities in 2018 resulted in the Frosk discovery and a pos-
itive appraisal of the Gekko discovery. In addition, the company expanded its license
portfolio, further strengthening its position as the second largest license holder on the
Norwegian Continental Shelf.

Looking forward, the company has a large and robust opportunity set in its existing port-
folio. These opportunities represent a potential to triple Aker BP’s production by 2025.

Aker BP’s 2P reserves increased to 217 (914) mmboe, as the total additions and revisions
exceeded the year's production. The company also made two significant acquisitions
in 2018, adding 173 mmboe to its 2C contingent resource base. In total, contingent
resources grew by 23 percent to 946 mmboe.

The company has a robust and diversified capital structure with USD 3.05 billion in
available liquidity as of 31 December 2018. The company paid four dividends in 2018,
totaling USD 450 million. Dividends are planned to increase to USD 750 million in 2019,
and the Board'’s stated intention is to increase the annual dividends by another USD 100
million per year until 2023.

Aker BP is well positioned for further value accretive growth on the NCS. The Board
is conscious of the risks associated with project execution and the changing market
conditions in which the company operates. The Board is prioritizing capital discipline
and mitigation of risk wherever possible throughout the organization.

SHARE PRICE PERFORMANCE AND OWNERSHIP STRUCTURE

In 2018, the share price for Aker BP ended at NOK 218.00 per share, compared to
NOK 201.90 per share at the end of 2017. At the end of the year, 360.1 million shares
were issued, which is the same as at the end of 2017. Aker ASA remains the largest
owner with 40 %, while BP P.L.C. controls 30 % of the shares. The remaining 30 %
were split among more than 12,000 shareholders. Aker BP is listed on the Oslo Stock
Exchange under the ticker symbol «<AKERBP».

Business description

DESCRIPTION OF THE COMPANY

Aker BP is a fully-fledged E&P company with exploration, development and production
activities on the NCS. Aker BP holds no oil or gas assets outside Norway. All activities
are thus within the Norwegian offshore tax regime, and to the extent the company has
overseas activities, these are related to construction and engineering of field develop-
ments.

Aker BP is active in all three main petroleum provinces on the NCS. The company
remains convinced that the NCS offers attractive opportunities for oil and gas explo-
ration and development. This is supported by the NPD’s latest undiscovered resources
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estimates. The company plans to continue to be an active industry player in the coming
years.

The company’s registered address is at Lysaker in Baerum municipality. The company also
has offices in Harstad, Sandnessjgen, Stavanger and Trondheim. Karl Johnny Hersvik is
Chief Executive Officer. At the end of 2018, the company had 1,649 (1,371) employ-
ees. As operator for 83 (62) licenses and partner in an additional 55 (46) licenses, the
company is the second largest license holder on the NCS.

PRODUCTION

As of 31 December 2018, Aker BP had production from 13 fields: Alvheim (65 % and
operator), Atla (10 % and partner), Bayla (65 % and operator), Enoch (2 % and partner),
Gina Krog (3.3 % and partner), Hod (90 % and operator), lvar Aasen (34.786 % and op-
erator), Skarv (23.835 % and operator), Tambar/Tambar East (55/46.2 % and operator),
Ula (80 % and operator), Valhall (?0 % and operator), Vilje (46.904 % and operator) and
Volund (65 % and operator).

Production in 2018 averaged 155.7 mboepd. Approximately 79 % of the production
was liquids and 21 % was gas.

Alvheim (65 %, operator) is an oil and gas field operated by Aker BP and is located in
the North Sea at a water depth between 120 and 130 metres. The field consists of the
Kneler, Boa, Kameleon, East Kameleon, Viper and Kobra structures as well as the Gek-
ko discovery. The Boa reservoir straddles the Norway-UK median line, and is unitized
with Verus Petroleum, who is the owner on the UK side. The productive reservoir of
the Alvheim field is the middle to late Palaeocene/early Eocene Heimdal and Hermod
Formation sandstones, which exist at a depth of approximately 2,100 metres.

Alvheim has been developed using a floating production, storage and offloading (FPSO)
vessel, and production started in 2008. The development provides for the transport of
oil by shuttle tanker and transportation of gas to the SAGE system. The Alvheim FPSO
is also a production host for the satellite fields Volund, Vilje and Bgyla, and for Skogul
which is currently under development.

Two new Boa wells and the startup of the Kameleon Infill South well contributed pos-
itively to production from Alvheim in 2018. Following the successful appraisal well on
the Gekko discovery in 2018, and Aker BP’s acquisition of interests in the discoveries
Trell and Trine, the company has started the process of integrating these discoveries in
the area development plan for the Alvheim area.

Net production from Alvheim, including Boa, averaged 40.7 mboepd in 2018. Produc-
tion from the Alvheim field is estimated to end in 2033, with subsequent abandonment
between 2033 and 2034. Year-end 2018 P50 reserves for Alvheim are estimated at
65 mmboe net to Aker BP.

The Volund field (65 %, operator) is located approximately eight km south of Alvheim
and was the second field developed as a subsea tieback to Alvheim. The field started
producing in 2009 with four production wells and one water injection well. Volund
produces oil from Paleocene sandstone in the Hermod Formation.

Net production at Volund averaged 11.8 mboepd in 2018. Production from the Volund
field is expected to last until 2033, with subsequent abandonment between 2033 and
2034. Year-end 2018 P50 reserves are estimated at 13 mmboe net to Aker BP.

The Vilje field (46.904 %, operator) is located northeast of Alvheim at a water depth of
120 metres. The productive reservoir of the Vilje field is the middle to late Palaeocene
Heimdal Formation sandstone at a depth of approximately 2,100 metres. The field is
tied back to the Alvheim FPSO. Production commenced in 2008.

47 - Aker BP Annual Report 2018 - Board of Directors' Report



Net production from Vilje averaged 4.0 mboepd in 2018. Production from the Vilje field
is expected to cease in 2033, with subsequent abandonment between 2033 to 2034.
Year-end 2018 P50 reserves are estimated at 7 mmboe net to Aker BP.

The Bgyla field (65 %, operator) is located 28 km south of Alvheim at a water depth
of 120 metres. The productive reservoir of the Bgyla field is within the Hermod sand-
stone member, which is a deep marine, channelized submarine fan system at a depth
of approximately 2,100 metres. The field is tied back to the Alvheim FPSO. Production
commenced in January 2015. The field is developed with two horizontal production
wells and one water injection well.

During the first quarter 2018, an oil discovery was made in the Frosk prospect near
the Bayla field. A new well is planned to be drilled in the first half of 2019. This well will
gather more information about the reservoir and be completed as a production well
which will be used for test production from mid-2019.

Net production from Bgyla averaged 2.9 mboepd in 2018. Production from the Bgyla
field is expected to cease in 2033, with subsequent abandonment scheduled to take
place between 2033 to 2034. Year-end 2018 P50 reserves are estimated at 3 mmboe
net to Aker BP.

The Valhall field (90 %, operator) is located in the southern part of the Norwegian
North Sea at water depth of 70 metres. The reservoir consists of chalk in the Upper
Cretaceous Tor and Hod Formations. Reservoir depth is approximately 2,400 metres.

The field was originally developed with three facilities for accommodation, drilling and
processing, and started production in 1982. The Valhall complex consists today of six
separate steel platforms for living quarters, drilling, wellheads, production, water injec-
tion, combined process- and hotel platform respectively. These platforms are bridge-con-
nected. In addition, the field has two unmanned flank platforms, one in the south and
one in the north. Additionally, an unmanned west flank platform is being developed
and will be operational in 2019. Liquids are routed via pipeline to Ekofisk and further to
Teesside in the UK. Gas is sent via Norpipe to Emden in Germany.

Net production from Valhall averaged 35.0 mboepd in 2018. The Valhall concession
period currently expires in 2028. The resource potential extends beyond the conces-
sion period, and it is common in the industry to achieve extensions to concessions, and
the cessation of production will be subject to the technical life of the facilities and the
economic cut-off. The current design life for the new Production-Hotel platform (PH)
is 2049, 2033 for the Injection Platform (IP) and the Flank North and South, and the
Wellhead Platform (WP) has been granted life extension until 2028. Year-end 2018 P50
reserves are estimated at 285 mmboe net to Aker BP.

The Hod field (90 %, operator) is located in the southern part of the North Sea. The
field was discovered in 1974 and is located 13 kilometres south of Valhall. The water
depth in the area is 72 metres. The reservoir lies in chalk in the lower Paleocene Ekofisk
Formation, and the Upper Cretaceous Tor and Hod Formations. The reservoir depth is
approximately 2,700 metres. The field is developed with a Normally Unmanned Instal-
lation, tied back to and remotely operated from Valhall. Hod started producing in 1990.

Net production from Hod averaged 0.9 mboepd in 2018. Hod currently produces from
wells drilled from the Valhall Flank South platform. All wells on the Hod platform are
currently shut in and awaiting plug and abandon operations. Year-end 2018 P50 reserves
are estimated at 4 mmboe net to Aker BP.

The Ula field (80 %, operator) is located in the southern part of the North Sea. The
water depth in the area is 70 metres. The main reservoir is at a depth of 3,345 metres
in the Upper Jurassic Ula Formation.
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The development consists of three conventional steel facilities for production, drilling
and accommodation, connected by bridges. The field started producing in 1986. The
field’s gas capacity was upgraded in 2008 with a new gas processing and injection mod-
ule. The oil is exported via Ekofisk to Teeside and all gas is reinjected into the reservoir
to enhance recovery. Ula acts as a third-party host for the Oselvar and Blane fields
via subsea tie-backs. Production from the Oselvar tie-back ceased on 1 April 2018 in
accordance with agreement. The Spirit Energy operated Oda field is on track to start
production during the first half of 2019. Oda is a subsea field which will be tied back to
Ula and re-use existing Oselvar inlet facilities on Ula.

Aker BP considers the resource potential in the Ula area to be significant, both from
increased oil recovery in the Ula and Tambar fields, from potential tie-backs of other
discoveries including the King Lear discovery acquired in 2018, and from exploration op-
portunities. To unlock this upside potential, the first step in the Ula strategy is to improve
the technical condition and extend the expected life of the facilities to ensure stable
performance. In parallel, the company is working diligently to mature the opportunity set,
which is a complex process involving a broad set of technical and commercial disciplines.
This could eventually lead to the addition of a new platform at Ula in the mid-2020s.

Net production from Ula averaged 6.0 mboepd in 2018. The Ula concession period
expires in 2028. The resource potential extends beyond the concession period, and it
is common in the industry to achieve extensions to concessions, and the cessation of
production will be subject to the technical life of the facilities and the economic cut-off.
Year-end 2018 P50 reserves are estimated at 39 mmboe net to Aker BP.

The Tambar and Tambar East field (55.0/46.2 %, operator) is located 16 kilometres
southeast of the Ula field in the southern part of the North Sea. The water depth in
the area is 68 metres. The reservoir consists of Upper Jurassic sandstones in the Ula
Formation, deposited in a shallow marine environment. The reservoir lies at a depth of
4,100-4,200 metres.

The field has been developed with a remotely controlled wellhead facility without pro-
cessing equipment and started production in 2001. Two new wells on Tambar were
put on stream during the first half of 2018. Aker BP is now looking at the potential to
optimize the production from the new wells. One important step in the optimization is
the start-up of gas lift, which is expected during the spring of this year.

Net production from Tambar averaged 3.4 mboepd in 2018. Year-end 2018 P50 re-
serves are estimated at 7 mmboe net to Aker BP.

The Skarv field (23.8 %, operator) is located about 200 kilometres west of Sandnessjgen
in the northern part of the Norwegian Sea. The water depth in the area is 350-450
metres. The reservoirs in Skarv contain gas and condensate in Middle and Lower Jurassic
sandstones in the Garn, Ile and Tilje Formations. There is also an underlying oil zone
in the Skarv deposit in the Garn and Tilje Formations. The reservoirs lie at a depth of
3,300- 3,700 metres.

Skarv is developed with a production ship with storage and offloading capacity (FPSO)
anchored to the seabed. The FPSO has a life expectancy of 25 years. Production
started in 2012.

Net production from Skarv, including test production from Arfugl, averaged 25.3
mboepd in 2018. The Skarv concession period currently expires in 2033 and the orig-
inal Skarv FPSO design life is 2035. Year-end 2018 P50 reserves are estimated at 39
mmboe net to Aker BP.

The Ivar Aasen field (34.8 %, operator) is located in the northern part of the North Sea,
about 30 kilometres south of the Grane and Balder fields and consists of the discoveries
Ivar Aasen and West Cable. The water depth is 110 metres. The Ivar Aasen reservoir is of
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Late Triassic to Middle Jurassic age, and contains oil at a depth of around 2,400 metres.
Parts of the reservoir have an overlying gas cap. The reservoir in West Cable is in the
Middle Jurassic Sleipner Formation, and contains oil at a depth of around 2,950 metres.

The development comprises a production, drilling and quarters (PDQ) platform with
a steel jacket and a separate jack-up rig for drilling and completion. The platform has
spare slots for possible additional wells. The platform is prepared for tie-in of a subsea
template planned for the development of the Hanz field, and for possible development
of other nearby discoveries. First stage processing is carried out on the Ivar Aasen
field, and the partly processed fluids are transported to the Edvard Grieg field for final
processing and export. Production started in December 2016.

Average daily production net to Aker BP in 2018 amounted to 23.5 mboepd, and net
reserves are estimated at 492 mmboe.

The partner operated fields Atla (10 %), Enoch (2 %) and Gina Krog (3.3 %) produced an
average of 1.9 mboepd net to Aker BP in 2018. Year-end 2018 P50 reserves net to Aker
BP for these fields are estimated at 6 mmboe, mainly related to Gina Krog.

DEVELOPMENT PROJECTS
The total project activity in Aker BP has been very high in 2018, including several major
field development projects and offshore modification activity of significant size.

All major field development projects progressed as planned.

Johan Sverdrup (11.5733 % participating interest in unit, partner) is the largest oil
discovery on the Norwegian shelf since the 1980s and is located on the Utsira High,
155 km west of Stavanger. The operator estimates the field’s recoverable volumes at
between 2.2 and 3.2 billion boe.

Phase 1 of the Johan Sverdrup (11.5733 percent) development project is progressing
steadily towards planned production start in November 2019. At the end of the fourth
quarter, the Phase 1 facilities were approximately 94 percent complete. Offshore hook-
up, commissioning and completion of the two platforms installed at the field centre
during the early summer continued throughout the fourth quarter.

From early October 2018 the field centre was powered from shore through two 200 km
long AC cables. Installation of the gas export pipeline was completed in the fourth
quarter. The processing platform construction (P1 topside) was completed in December.
Tie-back operations of the eight pre-drilled oil production wells started in December.

Phase 2 of the Johan Sverdrup development is also progressing well. Ongoing activities
include detailed engineering and construction preparations at the main construction
sites. The Plan for Development and Operations («<PDO») for Phase 2 has been submitted
to Norwegian authorities and is subject to final approval by the Norwegian Parliament,
which is expected by mid-April 2019.

At full field plateau, the Johan Sverdrup field will produce up to 660,000 barrels per day,
with a break-even price of less than USD 20 per barrel and very low CO, emissions of
0,67 kg per barrel.

The investment cost estimate for Phase 1 and Phase 2 has been reduced to NOK 86
billion and NOK 41 billion respectively (nominal numbers at project FX), a total reduction

of 40 % since the Phase 1 PDO estimates in 2015.

At the end of 2018, Aker BP has booked 310 mmboe as net P50 reserves for the Johan
Sverdrup full field development, representing 34 % of Aker BP’s total P50 reserves.

The partnership consists of Equinor (operator), Lundin Norway, Petoro, Aker BP and Total.
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Arfugl (23.8 %, operator) is a nearly 60 km long and just 2-3 km wide gas condensate
field, situated close to the Aker BP-operated Skarv FPSO.

The PDO covers the full-field development and includes the resources in both the
/Zrfugl and Snadd Outer fields, which are planned to be developed in two phases. The
first phase includes three new production wells in the southern part of the field tied
into the Skarv FPSO via a trace heated pipe-in-pipe flowline, in addition to the existing
A-1 H well. Production from the three new wells is expected to begin late 2020.

The second phase of the development is being matured toward Concept Select first
quarter 2019. The reference case for the second phase includes two additional wells in
the northern part of the field and one additional well drilled from existing Idun template,
also tied into the Skarv FPSO, with an estimated production start late 2021.

The PDO was approved by Norwegian authorities in April 2018. Net remaining reserves
for Arfugl are estimated at 67 million barrels of oil equivalents.

Valhall Flank West (90 %, operator) is a project that aims to continue the development
of the Tor formation in Valhall on the western flank of the field, with planned startup
of operation in fourth quarter 2019. The PDO for Valhall Flank West was approved in
March 2018.

Valhall Flank West will be developed from a new Normally Unmanned Installation, tied
back to the Valhall field centre for processing and export. Six production wells are planned,
with an option to convert two of these wells into water injectors at a later stage. The NUI
is going to be fully electrified and will be designed to minimize the need for maintenance
activities. The platform will be remotely operated from the Valhall field centre. The net
reserves for Valhall Flank West are estimated at 59 million barrels of oil equivalents.

Skogul (65 %, operator) is located 34 kilometres north of Alvheim at a water depth of
110 metres. The productive reservoir is within the Eocene Balder and Frigg formation
deep marine deposited sandstone members at a depth of approximately 2,100 metres.
The PDO was approved in March 2018, and the field will be developed with a single
multilateral production well tied back to the Vilje field, utilizing the existing pipeline from
Vilje to the Alvheim FPSO. Production is expected to commence first quarter 2020. Aker
BP has booked 6 mmboe as net reserves for Skogul.

Oda (15 %, partner) is being developed with a subsea template tied back to the Ula field
center via the Oselvar infrastructure. Net recoverable reserves are 7 mmboe and the
project is planned to be developed with two production wells and one water injector
well, with first oil expected during the first half of 2019. Natural gas from Oda will
support the Ula development strategy by providing gas for the WAG injection regime.

In addition to the sanctioned projects, Aker BP have performed detailed studies of
development solutions for the NOAKA area. Aker BP’s recommendation is to develop
the area with a new hub platform in the central part of the area, with processing and
living quarters («PQp»). Discussions are still ongoing between the partners on how to
develop the NOAKA area.

EXPLORATION

Aker BP’s ambition is to be the leading exploration company on the Norwegian continen-
tal shelf and to discover 250 mmboe net to Aker BP in the period from 2016 to 2020.
This follows the ambition of both long-term reserve replacement and value creation by
establishing new core areas with operated production. The company strives to exceed
this goal by continuously seeking additional prospect opportunities and improving the
available data and technology to create a competitive edge. From 2016 to 2018 the
company discovered 119.3 mmboe net to Aker BP.

In 2018, Aker BP participated in 10 exploration wells and 1 appraisal well.
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The exploration activity is grouped in two categories; Exploration near own producing
fields (Infrastructure led exploration - «ILX») and exploration for growth opportunities
(new hubs). Over time, the company is seeking a 60/40 balance between ILX and growth
exploration targets.

Exploration drilling tested several new exploration growth options in the Barents Sea,
ILX targets in the Skarv, Alvheim, Aasen and Ula areas and growth opportunities in the
Tampen Area. A significant discovery was made on Frosk near Alvheim and appraisal drill-
ing on Gekko was also successful. The Barents Sea results however, were disappointing.

Aker BP sees the long-term exploration results as satisfactory, and the ambition to dis-
cover 250 mmboe net to Aker BP in the period from 2016 to 2020 remains within reach.

The Frosk discovery opens up a new exploration trend in the Alvheim area which will
be further tested in 2019. Mean recoverable Frosk volumes are estimated at 47 million
barrels of oil (net to Aker BP 32 million barrels). The Gekko appraisal proved a 6 meters
oil rim, and 22 million barrels oil equivalents net to Aker BP was booked.

Aker BP was awarded 11 operated licenses and 10 new partner licenses through Awards
in Predefined Areas (APA) 2018 in January 2019. Most of these licenses are located
close to the company’s existing core areas.

In 2018, total investments in exploration amounted to USD 359 (262) million. Explora-
tion expenses in the Income statement amounted to USD 296 (226) million, including
expensed dry wells of USD 66 (75) million, while new capitalized exploration expendi-
tures amounted to USD 129 (112) million.

BUSINESS DEVELOPMENT

In July 2018, Aker BP entered into an agreement with Total E&P Norge to acquire its
interest in a portfolio of 11 licenses on the NCS for a cash consideration of USD 205
million. The portfolio included four discoveries with net recoverable resources of 83
mmboe based on estimates from the Norwegian Petroleum Directorate. In addition, the
transaction also provided the company with increased equity interest in exploration
acreage near the Ula field. The transaction was closed in December 2018.

In October 2018, Aker BP entered into an agreement with Equinor to acquire its 77.8 %
interest in the King Lear gas/condensate discovery in the Norwegian North Sea for a
cash consideration of USD 250 million. Net recoverable resources in the King Lear dis-
covery are estimated to 77 million barrels oil equivalents (kmmboe») according to data
from the Norwegian Petroleum Directorate. Aker BP’s goal is to develop King Lear as
a satellite to Ula, which would provide significant additional volumes of injection gas
to support increased oil recovery from the Ula field. When including the increased oil
recovery potential from Ula, Aker BP estimates a total resource addition of more than
100 mmboe net to the company. The transaction was closed in December 2018.

The annual accounts
All figures in brackets refer to 2017.

The group prepares its financial statements in accordance with International Financial
Reporting Standards (IFRS) as adopted by EU and the Norwegian Accounting Act.

INCOME STATEMENT

The group’s total income amounted to USD 3,750 (2,563) million, which represents an
increase of 46 % compared to 2017. Total production volume was 56.8 (50.7) mmboe.
The average realized oil price was 72 (56) USD per barrel, while the realized price for
natural gas averaged USD 0.29 (0.21) per standard cubic metre (<scmv).
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Production costs were USD 689 (523) million, equivalent to USD 12.1 (10.3) per barrel
of oil equivalent. The increase in production costs was mainly caused by the increased
interest in Valhall and Hod following the acquisition of Hess Norge in the fourth quarter
2017.

Exploration expenses amounted to USD 296 (226) million and were mainly related to
dry and non-commercial wells, seismic data and general exploration activities.

Depreciation amounted to USD 752 (727) million, which corresponds to a depreciation
per barrel of oil equivalent of USD 13.2 (14.3).

Impairments amounted to USD 20 (52) million, of which USD 25 million was related to
Gina Krog, while there was a reversal of impairment of USD 5 million on other assets. A
breakdown of the impairment charges is included in Note 13 to the financial statements.

Other operating expenses amounted to USD 17 (28) million. The majority of other
operating expenses are relating to preparation for operation, non-license related costs
and IT costs.

The company reported an operating profit of USD 1,975 (1,007) million. The pre-tax
profit amounted to USD 1,805 (811) million, and the tax expense on the ordinary profit
amounted to USD 1,328 (536) million.

The tax rules and tax calculations are described in Notes 1 and 10 to the financial
statements.

The after-tax profit was USD 476 (275) million.

STATEMENT OF FINANCIAL POSITION
Total assets at year-end amounted to USD 10,777 (12,019) million.

Equity amounted to USD 2,990 (2,989) million at the end of 2018, corresponding to an
equity ratio of 28 (25) percent.

At 31 December 2018, gross interest-bearing debt was USD 2,018 (3,389) million,
consisting of the DETNORO2 bond of USD 224 million, the AKERBP Senior Notes
(17/22) of USD 393 million, the AKERBP Senior Notes (18/25) of USD 493 million, and
the Reserve Based Lending («RBL») facility of USD 9208 million. A bank term loan of
USD 1,500 million was repaid during the fourth quarter 2018 following the refund of
the tax loss related to the Hess Norge acquisition.

At the end of the year, the company had total available liquidity of USD 3.1 (2.9) billion,
comprising USD 45 (233) million in cash and cash equivalents, and USD 3,050 (2,670)
million in undrawn credit facilities. For information about terms on the credit facilities,
see Note 23.

CASH FLOW AND LIQUIDITY
Net cash flow from operating activities amounted to USD 3,800 (2,155) million. This
included tax refunds excluding interest of USD 1,513 (405) million.

Net cash flow used in investment activities amounted to USD 2,147 (3,059) million.
The main items were investments in fixed assets of USD 1,313 (977) million, and net
payments of USD 463 million related to license acquisitions.

At the end of 2018, financial covenants for the company’s debt instruments were com-
fortably within applicable thresholds. The company has a robust balance sheet with
USD 3.1 (2.9) billion in available liquidity, providing the company with ample financial
flexibility. The company is continuously working to improve the efficiency and effec-
tiveness of its capital and debt structure.
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CHANGES IN ACCOUNTING STANDARDS
The applied accounting principles are in all material respects the same as for the pre-
vious financial year.

Two new accounting standards came into force from 1 January 2018. IFRS 9 Financial
Instruments does not have any significant impact on the group’s financial statements.
IFRS 15 Revenue from contracts with customers has no impact on the line item petro-
leum revenues in the income statement, but additional details have been provided in
the note disclosures (note 2) to specify the part of revenues that arises from change
in over/underlift balances. The adoption of IFRS 9 and IFRS 15 do not impact any line
items in the balance sheet or have any impact on reported cash flows.

Some accounting standards have been issued but not adopted as of 31 December 2018
(IFRS 16) and the potential impact on the accounts are described in note 1.

There are no material changes in the presentation in the income statement for 2018
compared to 2017.

HEDGING
The company seeks to reduce the risk related to foreign exchange rates, interest rates
and commodity prices through hedging instruments.

For 2018, the company had put options in place for a volume equivalent to approxi-
mately 75 % of its oil production post tax. At year-end 2018, the company had pur-
chased oil put options with strike prices of USD 55 per barrel for 23 % of its expected
oil production for the first half of 2019, corresponding to 83 % of the after-tax value.

THE GOING CONCERN ASSUMPTION

Pursuant to the Norwegian Accounting Act section 3-3a, the Board of Directors con-
firms that the requirements of the going concern assumption are met and that the annual
accounts have been prepared on that basis. The Board considers the financial position
and the liquidity of the company to be good. The company is continuously considering
various sources of funding to facilitate the expected growth of the company. Cash flow
from operations, combined with available liquidity of USD 3.1 billion is expected to be
more than enough to finance the company’s commitments in 2019.

In the Board of Directors’ view, the annual accounts give a true and fair view of the
company’s assets and liabilities, financial position and results. The Board of Directors
is not aware of any factors that materially affect the assessment of the company’s
position as of 31 December 2018, or the result for 2018, other than those presented in
the Board of Directors’ Report or that otherwise follow from the financial statements.

RESOURCE ACCOUNTS

Aker BP complies with guidelines from Oslo Stock Exchange and the Society of Petro-
leum Engineers’ (SPE) classification system for quantification of petroleum reserves and
contingent resources. Total net P90/1P reserves are estimated at 683 (692) mmboe,
while net P50/2P reserves amounted to 917 (914) mmboe at year-end 2018. See Note
29 for a more detailed review of the resource accounts. The reserves have been certified
by an independent third party.

PROFIT FOR THE YEAR
The Board of directors proposes that the profit for the year is transferred to other equity.
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HSSE and organization

Health, Safety, Security and Environment (<HSSE») is always the number one priority in
all of Aker BP’s activities. The company strives to ensure that all its operations, drilling
campaigns and projects are carried out under the highest HSSE standards.

HEALTH, SAFETY AND THE ENVIRONMENT IN AKER BP’S OPERATIONS

Aker BP shall be a safe workplace, where the goal is to prevent any kind of harm. Ev-
eryone who works for the company - our employees, hired personnel and contractors
- shall be able to perform their work in an environment where the emphasis is on safety.
Our facilities shall be in good condition, and must be planned, designed and maintained
in a manner that ensures their technical integrity.

During 2018, Aker BP had three HSSE events with high potential - two involving
dropped objects that resulted in material damage and one incident during testing of
the walkway from a vessel to Tambar (W2W - Walk to Work). The walkway missed
the landing point, and hit and broke the handrail, cable trays and lighting fixtures. No
personnel were injured. Learnings from the incident are implemented in the ongoing
W2W project on Valhall Flank West.

In January, the company had a gas detection and hydrocarbon leak in a slop tank on
the Alvheim FPSO, classified as a Process Safety Event Tier 1. The incident was thor-
oughly investigated according to procedures and lessons learned were implemented
- as for all relevant HSSE events throughout the year. The Total Recordable Injuries
Frequency (TRIF) for 2018 was 2.98, compared to 2.94 in 2017. However, the number
of serious injuries was significantly lower than last year.

The planned improvement activities in the company’s 2018 HSSE program have been
completed and new HSSE programs for 2019 have been issued for each asset.

The Petroleum Safety Authority (PSA) carried out 19 audits of Aker BP operations and
activities in 2018 (16 audits in 2017). Other authorities such as the Norwegian Environ-
mental Agency, the Norwegian Radiation and Nuclear Safety Authority etc. conducted
nine audits in 2018 (eight audits in 2017).

Aker BP received a notice of order for Ula from the PSA related to the audit «Risk,
barrier and maintenance management» in 2018. Aker BP complied with the order by
the deadline 1 March 2019. In addition, Aker BP is conducting a large work program
to rejuvenate the facilities at Ula in order for it to continue to be a safe and reliable
operating hub for the coming decades.

Security

Aker BP divides security into three main areas: personnel, object and information securi-
ty. The company work within these areas to protect the company’s values in accordance
with relevant legislation and company needs. This work is also an integrated part of Aker
BP’s risk and barrier management.

Security differs from safety by focusing solely on unwanted events caused by intentional
actions. Through intelligence, value and threat assessments, as well as by raising aware-
ness in the company, we work to ensure that neither our business nor our personnel
are directly affected by threat agents.

In 2018, we have worked to align our systematic security work with the revised company
needs; efforts include establishing a common corporate security culture, strengthening
cyber security awareness and making sure we maintain knowledge and insight of current
and future security risks. Going forward, we will be committed and working as one team
to become leading with regard to Security.
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Climate strategy

In 2018, Aker BP formally integrated and embedded climate into our strategy and
decision making. Our climate road map shows our strategic priorities to ensure that
we continuously improve by reducing our emissions and implementing energy effi-
ciency in our operations. The Board of Directors have ownership of climate related
objectives and expectations in Aker BP’s climate strategy, and reviews and guides the
major plans of action when it comes to investment decisions for climate initiatives.
Our CO, intensity target is set at less than 8 kg CO, per barrel of oil equivalents (op-
erated fields only). In 2018 our CO, intensity was 7 kg CO,/boe, which is less than
half the global average, and below the average for the NCS. Aker BPs improvement
agenda includes energy management, and the implementation of energy efficiency
and emission reduction measures.

As part of the Aker BP climate strategy, we established an energy forum in 2017 and
intensified the work across the organization in 2018. Members from various business
units in Aker BP are involved in the forum and act as driving forces for the energy
efficiency and optimization work, as well as emission reduction initiatives.

Power from shore (hydro power) is part of the active energy management within the
company, and in 2018 several feasibility studies were performed for existing fields
in relation to life extension. Valhall already has power from shore and Ivar Aasen will
receive power from shore in 2022. In 2018 Aker BP set the «Field of the Future»
ambitions for new developments, covering elements such as renewable power, use
of zero emission technology and high degree of digitalization.

EMPLOYEES AND WORKING CONDITIONS

Status of employees and recruitment

o At year-end 2018, the company had 1649 (1371) employees.

o Aker BP recruited 323 new employees and 12 apprentices in 2018.

o Aker BP has a long-standing collaboration with graduate schools and universities to
recruit talent as well as cooperation with regards to student internships.

Equal opportunities

The company endeavors to maintain a working environment with equal opportunities
for all based on qualifications, irrespective of gender, ethnicity, sexual orientation or
disability.

In December 2018, women held 21 % of the positions in the company. The share of
women on the Board of directors was 37 %. The share of women in the executive
management team was 20 % and in the middle management it was 21.5 %.

Men and women with the same jobs, with equal professional experience who perform
equally well, shall receive the same pay in Aker BP. The complexity of the job, disci-
pline area and number of years of work experience affect the pay level of individual
employees.

At year-end, 9.2 % of the employees were of non-Norwegian origin.

The working environment

Aker BP has a working environment committee (AMU) as described in the Norwegian
Working Environment Act. The committee plays an important role in monitoring and
improving the working environment and in ensuring that the company complies with
laws and regulations in this area.

The company is committed to maintaining an open and constructive dialogue with the
employee representatives and has arranged meetings on a regular basis throughout the
year. Four local trade unions are registered as being represented in the company; Tekna,
Lederne, SAFE and Industri Energi.
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In the Board'’s view, the working environment in Aker BP during 2018 was good. This
was confirmed through employee satisfaction surveys conducted during 2018, where
results showed consistent scores over time on questions related to working environment.

Sickness absence

In 2018, the total sickness absence in Aker BP was 2.8 %. For onshore personnel the
figure was 2.0 %, which is very low. For offshore personnel, the figure was 5.0 %, which
is comparable with other operators and lower than onshore industry.

Ethics and Integrity

Aker BP’s values are Enquiring (Sgkende), Responsible (Ansvarlig), Predictable (Forutsig-
bar), Committed (Engasjert) and Respectful (Respektfull). The Norwegian words make
out the abbreviation SAFER. The values define the company culture and describe how
we want to work in Aker BP. The values also guide our behaviour in the workplace and
enable us to live by our Code of Conduct. Our goal is that every employee habitually
acts according to our core values.

Aker BP’s Code of Conduct sets out requirements for good business conduct and
personal conduct for all employees of Aker BP and members of its governing bodies.
The code also applies to directors, contract personnel, consultants and others who act
on Aker BP’s behalf. It has been developed in dialogue with the management group
and is anchored with the Board of Directors. The Code of Conduct is available on our
intranet and website.

Social Responsibility

Aker BP works to create value for all key stakeholders, including local communities where
we operate, by integrating social responsibility into the way we do business. We partner
with local businesses, organizations and authorities to achieve mutual understanding
of expectations, facilitate direct and indirect local benefits and create opportunities for
stakeholders.

Stakeholder engagement
Open and proactive dialogue with stakeholders facilitates our ability to access the
resources we require through the whole life cycle of our assets.

We work with governments, communities and non-governmental organizations to im-
plement social investment programs that can have a sustainable beneficial impact. We
invest in community projects that align with local needs and our business activities.

When planning projects, we assess the potential impacts on communities. This helps to
identify early on whether any activities could affect stakeholders or the environment in
nearby communities, and to find ways to prevent or mitigate those impacts. We consult
with communities, so that we can understand their expectations and address concerns.
Through this, we hope to resolve potential disagreements, avoiding negative impacts
on others and disruption to our activities.

Local business and community benefits
Aker BP is committed to creating jobs and growing local businesses in the communities
in which the Company operates.

All five operated hubs; Alvheim, Valhall, Ula, Ivar Aasen and Skarv, have performed
and secured acceptance for the impact assessment studies as part of the Government
approval process. According to the Government’s Northern Area Policy, special focus
should be given to the development and operation of fields located in Northern Norway
to help stimulate local content and create value in the regions. Our Arfugl development
field, located offshore west of Helgeland, is in this category.
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Aker BP has continued the contract strategy from Skarv to the Arfugl development,
where the Company keep focus on four elements to stimulate local engagement and
value creation;

1. Maximizing the local impacts

2. Decentralized contracts

3. Local procurement function and active supplier development

4. Close contact and cooperation with Nordland County, local municipalities in Helgeland,
business, schools and educational institutions.

Supplier/vendor seminars and one-to-one meetings have been conducted, focusing on
how local businesses can position themselves to win contracts. Splitting up contracts in
sizes manageable for local businesses and their capacity, has given them the opportunity
to compete in tendering processes.

Aker BP is a member of the Oil and Gas Cluster Helgeland and Petro Arctic, both or-
ganizations located in Northern Norway with key focus on how to involve local and
regional business enterprises.

To stimulate the cooperation with schools and education, Aker BP is supporting ac-
tivities and public offices that contribute to the growth and development of the local
community by offering studies, competence-raising measures and innovation processes
and projects such as «<Kunnskapsparken Helgeland», «Tverrfaglig Opplaeringskontor»,
«Studiesenter Tverrfaglig Oppleeringskontor», «Studiesenter Ytre Helgeland», «Kunnskap-
sutvikling Helgeland» and «Sandnessjgen upper secondary school».

Aker BP is further developing the cooperation agreement with Nordland County focus-
ing on local business development, schools and education.

RESEARCH AND DEVELOPMENT

The aim of Aker BP’s Research & Development (R&D) efforts is to support our journey
to become the leading independent offshore E&P company. We invest in R&D across
our whole value chain, and we have a balanced portfolio of projects targeting knowledge
and methods, physical technology development, and digital / software development.
We led or participated in around 100 projects in 2018 with a total spend amounting to
NOK 430 million. This is a significant increase in activity level from 2017, in line with
our company’s growth. While we work on a broad range of topics, we have a set of
strategic priorities to guide our investments:

» Increased understanding of subsurface and digitalization

e Direct link to our corporate strategy, either directly supporting our activities or creat-
ing intangible values (knowledge, methods and processes) that provide a competitive
advantage

» Sizeable projects with momentum, dedicated people, with significant impact potential

With our current business plan, we see several areas where research and technology
development will support resource growth and recovery, ensure safe operations, lower
cost, and minimize the climate footprint. Some highlights from our R&D portfolio are:

+ Continuing our development of a platform for acquisition, processing and storage
of data from industrial sensors, meeting big data, robotics and machine learning
challenges

e Researching new types of unmanned and remote-controlled facilities

¢ Seismic imaging and processing based on full waveform inversion

* Developing software for establishing and managing barrier strategies and status, in-
cluding process safety, drilling and wells, logistics, information management and more

» Developing wired pipe systems with two-way high speed signal communication and
transfer of electrical power to downhole tools
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CORPORATE GOVERNANCE

Aker BP believes that good corporate governance with a clear distribution of roles and
responsibility between the owners, the Board and executive personnel is crucial for the
company to deliver value to its shareholders.

The Board of Aker BP is responsible for maintaining the highest corporate governance
standards. The Board carries out an annual review of the company’s principles. The com-
pany complies with relevant rules and regulations for corporate governance, including
the most recent version of the Norwegian Code of Conduct for Corporate Governance,
published on 17 October 2018, unless otherwise specified.

An account of corporate governance is provided in a separate section of the annual
report and on the company’s website www.akerbp.com.

The company has emphasized providing accurate information in interim reports, capital
market days and through direct dialogue with relevant authorities.

REPORTING OF PAYMENTS TO GOVERNMENTS

Aker BP has prepared a report on government payments in accordance with the Nor-
wegian Accounting Act § 3-3 d) and the Norwegian Securities Trading Act § 5-5a.
It states that companies engaged in activities within the extractive industries shall
annually prepare and publish a report containing information about their payments
to governments at country and project level. The report is provided in a sepa-
rate section of the annual report and on the company’s website www.akerbp.com.

Risk factors

RISKS RELATING TO THE OIL AND GAS INDUSTRY

e Aker BP’s business, results of operations, cash flow and financial condition depend
significantly on the level of oil and gas prices and market expectations of these, and
may be adversely affected by volatile oil and gas prices and by the general global
economic and financial market situation

The company’s profitability is determined in large part by the difference between the
income received from the oil and gas produced and the operational costs, taxation
costs relating to recovery (which are assessable irrespective of sales), as well as costs
incurred in transporting and selling the oil and gas. Lower prices for oil and gas may
thus reduce the amount of oil and gas that the company is able to produce economically.
This may also reduce the economic viability of the production levels of specific wells
or of projects planned or in development to the extent that production costs exceed
anticipated revenue from such production.

The economics of producing from some wells and assets may also result in a reduction
in the volumes of the company’s reserves. Aker BP might also elect not to produce
from certain wells at lower prices. These factors could result in a material decrease in
net production revenue, causing a reduction in oil and gas acquisition and development
activities. In addition, certain development projects could become unprofitable because
of a decline in price and could result in the company having to postpone or cancel a
planned project, or if it is not possible to cancel the project, carry out the project with
negative economic impact.

In addition, a substantial material decline in prices from historical average prices
could reduce the company’s ability to refinance its outstanding credit facilities and
could result in a reduced borrowing base under credit facilities available to the
company, including the RBL facility. Changes in the oil and gas prices may thus
adversely affect the company’s business, results of operations, cash flow, financial
condition and prospects.
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¢ Exploration, development and production operations involve numerous safety and envi-
ronmental risks and hazards that may result in material losses or additional expenditures

Developing oil and gas resources and reserves into commercial production involves
risk. Aker BP's exploration operations are subject to all the risks common in the oil and
gas industry. These risks include, but are not limited to, encountering unusual or unex-
pected rock formations or geological pressures, geological uncertainties, seismic shifts,
blowouts, oil spills, uncontrollable flows of oil, natural gas or well fluids, explosions, fires,
improper installation or operation of equipment and equipment damage or failure. Given
the nature of offshore operations, Aker BP’s exploration, operating and drilling facilities
are also subject to the hazards inherent in marine operations, such as capsizing, sinking,
grounding and damage from severe storms or other severe weather conditions, as well
as loss of containment, fires or explosions.

e The market in which Aker BP operates is highly competitive

The oil and gas industry is very competitive. Competition is particularly intense in the
acquisition of (prospective) oil and gas licenses. Aker BP’s competitive position depends
on its geological, geophysical and engineering expertise, financial resources, the ability
to develop its assets and the ability to select, acquire, and develop proven reserves.

e Climate change regulation could have negative effect on the company

The company'’s business and results of operations could be adversely affected by climate
change and the adoption of new climate change laws, policies and regulations. Growing
concerns about climate change and greenhouse gas emissions have led to the adoption
of various regulations and policies, including the Paris Agreement negotiated at the 2015
United Nations Conference on Climate Change («COP 21»), which requires participating
nations to reduce carbon emissions every five years beginning in 2023. Multiple plans
have also been proposed in the Norwegian parliament to reduce carbon emissions from
companies operating in certain sectors, including the oil and gas industry, and create a
carbon trading system linked to the European Union’s emissions trading scheme.

The emission reduction targets and other provisions of the recent Norwegian climate
change law, the Paris Agreement, or similar legislative or regulatory initiatives enacted in
the future, could adversely impact the company’s business by imposing increased costs
in the form of taxes or for the purchase of emission allowances, limiting the company’s
ability to develop new oil and gas reserves, decreasing the value of its assets, or reducing
the demand for hydrocarbons and refined petroleum products.

Climate changes could potentially have significant physical effects, such as increased
frequency and severity of storms, droughts, floods and other climatic events. Aker BP’s
offshore operations could be at risk from such climatic events

RISKS RELATING TO THE BUSINESS OF THE COMPANY

e Aker BP’s current production and expected future production is concentrated in
a few fields

Aker BP’s production of oil and gas comes from a limited number of offshore fields. If
mechanical or technical problems, abnormal weather or other events affect the pro-
duction on one of these offshore fields, it may have direct and significant impact on a
substantial portion of the company's production. Also, if the actual reserves associated
with any one of these fields are less than the estimated reserves, the company’s results
from operations and financial condition could be materially adversely affected.

e There are risks related to redetermination of unitized petroleum deposits

Unitization agreements relating to production licenses may include a redetermination
clause, stating that the apportionment of the deposit between licenses can be adjusted
within certain agreed time periods. Any such redetermination of interest in any of the
company’s licenses may have a negative effect on its interest in the unitized deposit,
including its tract participation and cash flow from production. No assurance can be
made that any such redetermination will be satisfactorily resolved, or will be resolved
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within reasonable time and without incurring significant costs. Any redetermination
negatively affecting the company’s interest in a unit may have a material adverse effect
on its business, results of operations, cash flow, financial condition and prospects

e Development projects are associated with risks relating to delays and costs

Aker BP’s ongoing development projects involve advanced engineering, extensive pro-
curement activities and complex construction work to be carried out under various
contract packages at different locations onshore. Furthermore, the company (together
with its license partners), must carry out drilling operations, install, test and commission
offshore installations and obtain governmental approval to take them into use prior to
commencement of production. The complexity of such development projects makes
them sensitive to circumstances that may affect the planned progress or sequence of
the various activities, as this may result in delays or cost increases.

Although Aker BP believes that the development projects will be completed on schedule
in accordance with all license requirements and within the estimated budgets, the cur-
rent or future projected target dates for production may be delayed and cost overruns
may incur.

Furthermore, estimated exploration costs are subject to a number of assumptions that
may not prove to be correct. Any such inability to explore, appraise or develop petroleum
operations or incorrect assumptions regarding exploration costs may have a material
adverse effect on the company’s growth ambitions, future business and revenue, op-
erating results, financial condition and cash flow.

e Aker BP is subject to third-party risk in terms of operators and partners

Where Aker BP is not the operator of a license, although it may have consultation rights
or the right to withhold consent in relation to significant operational matters depending
on the level of its interest in such license (as most decisions by the management com-
mittee only require a majority vote), the company has limited control over management
of the assets and mismanagement by the operator or disagreements with the operator
as to the most appropriate course of action may result in significant delays, losses or
increased costs to Aker BP.

o Aker BP is subject to third-party risk in terms of contractors

Market conditions may impair the liquidity situation of contractors and consequently
their ability to meet its obligations towards Aker BP. This may in turn impact both project
timelines and cost.

¢ Qil and gas production could vary significantly from reported reserves and resources

Aker BP’s reserve evaluations have been prepared in accordance with existing guidelines.
These evaluations include many assumptions relating to factors such as initial production
rates, recovery rates, production decline rates, ultimate recovery of reserves, timing and
amount of capital expenditures, marketability of production, future prices of oil and gas,
operating costs, and royalties and other government levies that may be imposed over
the producing life of the reserves and resources. Actual production and cash flows will
vary from these evaluations, and such variations could be material. Hence, although
the company understands the life expectancy of each of its assets, the life of an asset
may be shorter than anticipated. Among other things, evaluations are based, in part,
on the assumed success of exploration activities intended to be undertaken in future
years. The reserves, resources and estimated cash flows contained in such evaluations
will be reduced to the extent that such exploration activities do not achieve the level of
success assumed in the evaluations, and such reductions may have a material adverse
effect on the company’s business, results of operations, cash flow and financial condition.

o Aker BP may become a target of cyber-attacks

The company could be a target of cyber-attacks designed to penetrate the security of
its network or internal systems, misappropriate proprietary information, commit financial
fraud and/or cause interruptions to the company’s activities, including a reduction or halt
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in production. Such attacks could include hackers obtaining access to company systems,
the introduction of malicious computer code or denial of service attacks. Such actual or
perceived breaches of network security could adversely affect the company’s business or
reputation, and may create exposure to the loss of information, litigation and possible liability.

e Changes in taxation and regulations for the petroleum industry

There is no assurance that future political conditions in Norway will not result in the
government adopting different policies for petroleum taxation. In the event there are
changes to this tax regime, it could lead to new investments being less attractive and
challenge further growth of the company.

Furthermore, the amounts of taxes could also change significantly as a result of new
interpretations of the relevant tax laws and regulations or changes to such laws and
regulations. In addition, tax authorities could review and question the company’s tax
returns leading to additional taxes and tax penalties which could be material.

The Norwegian Government is currently implementing a tax reform in Norway. The
tax reform has, inter alia, led to a reduction in the general corporate tax rate, while the
special petroleum tax rate has been increased. The overall effect of the rate changes for
the petroleum sector is that the total marginal tax rate of 78 % has remained unchanged.
Further tax reform may result in changes in the Norwegian tax system (which may in-
clude changes in the tax treatment of interest costs and to withholding taxes) that may
affect our current and future tax positions, net income after tax and financial condition.

Separately, within the current tax regime the Norwegian tax authorities may take a differ-
ent view from the company as to whether costs qualify as deductible exploration costs
eligible for a tax refund or the law may change as to what costs qualify as deductible ex-
ploration costs or whether a tax refund may be obtained in respect of such costs. In that
event, the company may not be able to claim tax refunds for all of its exploration costs.

FINANCIAL RISKS

e The company may require additional capital, which may not be available on favor-
able terms

The company’s future capital requirements depend on many factors, including whether
the company’s cash flow from operations is sufficient to fund the company’s business
plans. The company may need additional funds in the longer term in order to further
develop exploration and development programs or to acquire assets or shares of other
companies. In particular, the development projects require significant capital expendi-
tures in the years to come. Even though the company has taken measures to ensure a
solid financial basis for the development projects, the company cannot assure that it
will be able to generate or obtain sufficient funds to finance the projects. In particular,
given the extensive scope of the projects, any unforeseen circumstances or actions
to be dealt with that are not accounted for, may result in a substantial gap between
estimated and actual costs. Thus, the actual costs necessary to carry out the projects
may be considerably higher than currently estimated. These investments, along with
the company’s ongoing operations, may be financed partially or wholly with debt, which
may increase the company’s debt levels above industry standards.

The company may also have to manage its business in a certain way so as to service
its debt and other financial obligations. Should the financing of the company not be
sufficient to meet its financing needs, the company may, among other things, be forced
to reduce or delay capital expenditures or research and development expenditures or
sell assets or businesses at unanticipated times and/or at unfavorable prices or other
terms, or to seek additional equity capital or to restructure or refinance its debt. There
can be no assurance that such measures would be successful or would be adequate to
meet debt and other obligations as they come due, or would not result in the company
being placed in a less competitive position.
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The general financial market conditions, stock exchange climate, interest level, the in-
vestors’ interest in the company, the share price of the company, as well as a number
of other factors beyond the company’s control, may restrict the company’s ability to
raise necessary funds for future growth and/or investments. Thus, additional funding
may not be available to the company or, if available, may not be available on acceptable
terms. If the company is unable to raise additional funds as needed, the scope of its
operations may be reduced and, as a result, the company may be unable to fulfil its
long-term development program, or meet its obligations under its contracts, which
may ultimately be withdrawn or terminated for non-compliance. The company may
also have to forfeit or forego various opportunities, curtail its growth and/or reduce its
assets. This could have a material adverse effect on the company’s business, prospects,
financial condition, results of operations and cash flows, and on the company’s ability
to fund the development of its business.

e The company is exposed to interest rate and liquidity risk associated with its bor-
rowing portfolio and fluctuations in underlying interest rates

The company'’s long-term debt is primarily based on floating interest rates. An increase
in interest rates can therefore materially adversely affect the company’s cash flows,
operating results and financial condition and make it difficult to service its financial
obligations. The company has, and will in the future have, covenants related to its
financial commitments. Failure to comply with financial obligations, financial covenants
and other covenants may entail several material adverse consequences, including the
need to refinance, restructure, or dispose of certain parts of, the company’s businesses
in order to fulfil the company’s financial obligations and there can be no assurances that
the company in such event will be able to fulfil its financial obligations.

e Changes in foreign exchange rates may affect the company'’s results of operations
and financial position

The company is exposed to market fluctuations in foreign exchange rates due to the
fact that the company reports profit and loss and the balance sheet in USD. Revenues
are in USD for oil and in GBP and EUR for gas, while operational costs and investments
are in several other currencies in addition to USD. Moreover, taxes are calculated and
paid in NOK. The company actively manages its foreign currency exposure through a
mix of forward contracts and options, however significant fluctuations in exchange rates
between USD and NOK could adversely affect the liquidity position of the company.
The company expects to maintain its foreign exchange hedging activity in 2018.

e The company is exposed to risk of counterparties being unable to fulfil their financial
obligations

The company’s partners and counterparties consist of a diverse group of companies
with no single material source of credit risk. However, a general downturn in financial
markets and economic activity may result in a higher volume of late payments and
outstanding receivables, which may in turn adversely affect the company’s business,
operating results, cash flows and financial condition.
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Events after the year-end closing of the accounts

On 15 January 2019, Aker BP was offered 21 new licenses, including 11 operatorships
in the Awards in Predefined Areas (APA) 2018 licensing round.

On 17 January 2019, Aker BP announced that the company would reorganize its fi-
nance functions. David Tanne was appointed CFO, while Lene Landgy was appointed
director with responsibility for Strategy and Business Development. Both are part of
the company’s executive management team. Alexander Krane moved to a position as
investment director at Aker ASA.

On 4 February 2019, Aker BP announced a discovery of oil and gas at Froskelar in licence
869 in the Alvheim area. Aker BP is the operator and holds 60 % interest in the licence.

On 19 February 2019, Aker BP disbursed USD 187.5 million in dividends to shareholders.
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REPORTING OF PAYMENTS
TO GOVERNMENTS

This report is prepared in accordance with Section 3-3 d) of the Norwegian Accounting
Act and Section 5-5 a) of the Securities 