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4th quarter 2017 review 

2017 fourth quarter & year end results 
 

Statoil reports adjusted earnings of USD 4.0 billion and USD 1.3 billion after tax in the fourth quarter of 

2017. IFRS net operating income was USD 5.2 billion and the IFRS net income was USD 2.6 billion. 

The fourth quarter was characterised by: 

Strong earnings and underlying cash flow. Net debt ratio at 29.0% [5]  

Solid operational performance with record production in fourth quarter and 2017. The 2017 underlying production growth was  

above 6% [7]. The reserve replacement ratio (RRR) was 150% 

Strong progress on project deliveries and efficiency improvements. 2017 organic capex was USD 9.4 billion [5] 

Increase in dividend by 4.5% to USD 0.23 per share, subject to annual general meeting approval 

  

“In a recovering market, we delivered strong earnings and cash flow from all business segments. We had record high production both in the fourth 

quarter and for the full year, supported by continued solid operational performance. We expect long-term underlying earnings growth, and in line 

with our dividend policy the board proposes to increase the dividend by 4.5% to USD 0.23 per share,” says Eldar Sætre, President and CEO of 

Statoil ASA. 

“We have taken down our capital expenditure to 9.4 billion dollars from an initial guiding of 11 billion dollars. This has been achieved from 

continued improvement efforts and strong project deliveries. In cooperation with our suppliers and partners, we are getting more for less,” says 

Sætre.  

“Our cash flow generation was strong across the business. At an average oil price of around 54 dollars per barrel, we generated 3.1 billion dollars 

in free cash flow in 2017 and strengthened our financial position. We reduced our net debt ratio by more than 6 percentage points during this 

year, after having done several value-enhancing acquisitions,” says Sætre. 

Adjusted earnings [5] were USD 4.0 billion in the fourth quarter, up from USD 1.7 billion in the same period in 2016. Adjusted earnings after tax 

[5] were USD 1.3 billion in the fourth quarter, up from negative USD 40 million in the same period last year. Higher prices and continued solid 

operational performance, with record high production, contributed to the increase. In addition, lower exploration expenses contributed positively. 

For the full year, adjusted earnings were USD 12.6 billion, more than three times higher than USD 4.1 billion in 2016. 

IFRS net operating income was USD 5.2 billion in the fourth quarter compared to negative USD 1.9 billion in the same period of 2016. The IFRS 

result was impacted by net impairment reversals of USD 1.6 billion, mainly related to a US onshore asset. IFRS net income was USD 2.6 billion, up 

from negative USD 2.8 billion in the fourth quarter of 2016. For the full year, IFRS net income was USD 4.6 billion, compared to negative  

USD 2.9 billion in 2016. 

Statoil delivered equity production of 2,134 mboe per day in the fourth quarter, an increase from 2,095 mboe per day in the same period in 

2016. The increase was primarily due to higher flexible gas production to capture higher prices, increased production US onshore and ramp-up of 

new fields. With continued solid operational performance Statoil delivered all time high production with an underlying production growth [7] of 

more than 6% in 2017. 

As of year-end 2017, Statoil had completed 28 exploration wells with 14 commercial discoveries. Adjusted exploration expenses in the quarter 

were USD 0.3 billion, down from USD 0.6 billion in the fourth quarter of 2016.  

The reserve replacement ratio (RRR) was 150% in 2017, impacted by sanctioning of new projects and positive reserve revisions on existing fields.  

Cash flows provided by operating activities before taxes paid and working capital amounted to USD 20.7 billion for the full year of 2017 

compared to USD 15.0 billion in 2016. Organic capital expenditure [5] was USD 9.4 billion for the full year of 2017. At year end, net debt to 

capital employed [5] was 29.0%, after an increase in working capital and payments for value enhancing transactions.  

The board of directors proposes to the annual general meeting (AGM) to increase the dividend by 4.5% to USD 0.23 per share, for the fourth 

quarter. The two-year scrip program ended as planned in third quarter 2017. 

The twelve-month average Serious Incident Frequency (SIF) was 0.6 for 2017, compared to 0.8 in 2016.  
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In 2016, net operating income was negatively impacted by net impairment charges of USD 2,317 million and unrealised losses on derivatives and 

inventory hedge contracts of USD 1,098 million. 

For further details on impairment and impairment reversals, see note 2 Segments to the Condensed interim financial statement and the section 

Use and reconciliation of non-GAAP financial measures later in this report. 

Adjusted operating and administrative expenses were USD 9,083 million in 2017, a slight decrease of 1% since 2016. New fields coming on 

stream and ramp-up on various fields, and higher royalty costs were offset by lower expenses due to divestments and reduced asset retirement 

provisions. 

Adjusted depreciation expenses decreased by 5% to USD 9,699 million in 2017, mainly due to net increases in proved reserves estimates on 

several fields and lower depreciation basis due to impairments of assets in previous periods. Start-up and ramp-up of new fields partially offset the 

reduction in depreciation costs.  

Adjusted exploration expenses decreased by USD 776 million to USD 1,115 million, primarily due to a lower portion of expenditures capitalised 

in previous years being expensed in 2017 compared to 2016. Exploration activity was higher in 2017. However, as the exploration wells drilled in 

2017 were less expensive due to improved drilling efficiency, exploration expenditures were reduced in 2017 compared to 2016. The lower 

capitalisation rate in 2017 partially offset the decrease. 

After total adjustments of USD 1,133 million to net operating income, Adjusted earnings [5] were USD 12,638 million in 2017, significantly up 

from 2016 when adjusted earnings were USD 4,070 million. 

Adjusted earnings after tax [5] were USD 4,528 million for the full year 2017, compared to negative USD 208 million for the full year 2016. 

The effective tax rate on adjusted earnings was 64,2%, compared to an effective tax rate of 105.1% for the full year 2016. The reduction in 

effective tax rate was mainly due to reversal of provisions related to our operations in Angola in the second quarter of 2017, and lower losses in 

2017 compared to 2016 in entities with lower than average tax rates or in entities without recognised deferred tax assets. 

Proved reserves at the end of 2017 were 5,367 mmboe, an increase compared to 5,013 mmboe at the end of 2016. In 2017, a total of  

1,096 mmboe were added through revisions, extensions, discoveries and acquisitions. The increase in reserves in 2017 was due to positive 

revisions on several of our producing fields in Norway and internationally due to good production performance and continued IOR efforts, 

sanctioning of several new field development projects in Norway, continued drilling and improved production performance in our US onshore 

assets and the extension of the Azeri-Chirag-Deepwater Gunashli (ACG) production sharing agreement. The increased oil price also had a positive 

impact on the proved reserves in several assets. All numbers are including equity accounted entities. 

The reserve replacement ratio (RRR) was 150% in 2017 compared to 93% in 2016. The RRR measures the proved reserves added to the 

reserve base and includes the effects of sales and purchases, relative to the amount of oil and gas produced. The organic reserves replacement 

ratio excluding sales and purchases was 148% compared to 87% in 2016 and the average three-year replacement ratio (including the effects of 

sales and purchases), was 99% at the end of 2017 compared to 70% at the end of 2016.  

Based on adjusted earnings after tax and average capital employed, calculated return on average capital employed (ROACE) [5] was 8.2% for 

the 12-month period ended 31 December 2017 and negative 0.4% for the 12-month period ended 31 December 2016.  

Organic capital expenditures [5] amounted to USD 9.4 billion for the year ended 2017, compared to the original guidance for 2017 of  

USD 11 billion. Total capital expenditures were USD 10.8 billion in 2017. 

Total cash flows increased by USD 2,234 million compared to the full year 2016.   

Cash flows provided by operating activities were increased by USD 5,329 million compared to the full year 2016. The increase was mainly due 

to increased liquids and gas prices and a reduction in working capital, partially offset by increased tax payments. 

Cash flows used in investing activities were reduced by USD 768 million compared to the full year 2016. The decrease was due to decreased 

capital expenditures, partially offset by reduced proceeds from sale of assets and increased financial investments. 

Cash flows used in financing activities were increased by USD 3,863 million compared to the full year 2016. The cash outflow was mainly due 

to repayment of finance debt, partially offset by increased cash flow from collateral related to derivatives. 

Free cash flow [5] for the full year of 2017 was USD 3,144 million compared to negative USD 3,086 million in the full year 2016, an 

improvement of more than USD 6 billion. The increase was mainly due to higher liquids and gas prices and decreased capital expenditures, partially 

offset by increased tax payments. 
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OUTLOOK  
Organic capital expenditures [5] for 2018 are estimated at around USD 11 billion 

Statoil intends to continue to mature its large portfolio of exploration assets and estimates a total exploration activity level of around  

USD 1.5 billion for 2018, excluding signature bonuses 

Statoil’s ambition is to keep the unit of production cost in the top quartile of its peer group 

For the period 2017 – 2020, production growth [7] is expected to come from new projects resulting in around 3-4% CAGR (Compound 

Annual Growth Rate)  

Production [7] for 2018 is estimated to be 1-2% above the 2017 level  

Scheduled maintenance activity is estimated to reduce quarterly production by approximately 10 mboe per day in the first quarter of 2018. 

In total, maintenance is estimated to reduce equity production by around 30 mboe per day for the full year of 2018 

 

These forward-looking statements reflect current views about future events and are, by their nature, subject to significant risks and uncertainties 

because they relate to events and depend on circumstances that will occur in the future. Deferral of production to create future value, gas off-take, 

timing of new capacity coming on stream, operational regularity, activity level in the US onshore, as well as uncertainty around the closing of the 

announced transactions represent the most significant risks related to the foregoing production guidance. For further information, see section 

Forward-Looking Statements. 
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Condensed interim financial statement and notes 

Notes to the Condensed interim financial statements 

 

1 Organisation and basis of preparation 

 

General information and organisation 
Statoil ASA, originally Den Norske Stats Oljeselskap AS, was founded in 1972 and is incorporated and domiciled in Norway. The address of its 

registered office is Forusbeen 50, N-4035 Stavanger, Norway.  

The Statoil group’s (Statoil) business consists principally of the exploration, production, transportation, refining and marketing of petroleum and 

petroleum-derived products. Statoil ASA is listed on the Oslo Børs (Norway) and the New York Stock Exchange (USA). 

All Statoil's oil and gas activities and net assets on the Norwegian continental shelf are owned by Statoil Petroleum AS, a 100% owned operating 

subsidiary of Statoil ASA. Statoil Petroleum AS is co-obligor or guarantor of certain debt obligations of Statoil ASA. 

Statoil's Condensed interim financial statements for the three month and full year periods ended 31 December 2017 were authorised for issue by 

the board of directors on 6 February 2018. 

Basis of preparation 
These Condensed interim financial statements are prepared in accordance with International Accounting Standard 34 Interim Financial Reporting 

as issued by the International Accounting Standards Board (IASB) and as adopted by the European Union (EU). The Condensed interim financial 

statements do not include all of the information and disclosures required by International Financial Reporting Standards (IFRS) for a complete set 

of financial statements, and these Condensed interim financial statements should be read in conjunction with the Consolidated annual financial 

statements. IFRS as adopted by the EU differ in certain respects from IFRS as issued by the IASB, but the differences do not impact Statoil's 

financial statements for the periods presented. A description of the significant accounting policies applied in preparing these Condensed interim 

financial statements is included in Statoil`s Consolidated annual financial statements for 2016.  

With effect from 1 January 2017, Statoil presents net interest costs related to its defined benefit pension plans within Net financial items. These 

expenses were previously included in the Consolidated statement of income as part of pension cost within net operating income. The policy 

change better aligns the classification of the interest costs with their nature, as the benefit plan is closed to new members and now increasingly 

represents a financial exposure to Statoil. The change in presentation also impacts the gain or loss from changes in the fair value of Statoil’s 

notional contribution pension plans. The impact on the net operating income at implementation and for comparative periods presented in these 

Condensed interim financial statements is immaterial, and prior periods’ figures have consequently not been restated. 

There have been no other changes to significant accounting policies in the four quarters of 2017 compared to the Consolidated annual financial 

statements for 2016. 

The Condensed interim financial statements reflect all adjustments which are, in the opinion of management, necessary for a fair statement of the 

financial position, results of operations and cash flows for the dates and interim periods presented. Interim period results are not necessarily 

indicative of results of operations or cash flows for an annual period. The subtotals and totals in some of the tables may not equal the sum of the 

amounts shown due to rounding.  

The Condensed interim financial statements are unaudited.  

IFRS 9 Financial Instruments 

IFRS 9 will be implemented by Statoil on the effective date 1 January 2018. The standard replaces IAS 39 Financial instruments: Recognition and 

Measurement. Statoil will implement IFRS 9 retrospectively with the cumulative effect of initially applying the standard recognised at the date of 

initial application. The impact of the IFRS 9 implementation on Statoil’s equity is expected to be immaterial.  

Portions of Statoil’s cash equivalents and current financial investments tied to liquidity management, which under IAS 39 are classified as held for 

trading and reflected at fair value through profit and loss, will under IFRS 9 be measured at amortised cost, based on an evaluation of the 

contractual terms and the business model applied. For certain financial assets currently classified as Available for sale, changes in fair value which 

are currently reflected in OCI, will be reflected in profit and loss under IFRS 9. No significant changes are currently deemed necessary for Statoil’s 

expected loss recognition process to satisfy IFRS 9’s financial asset impairment requirements. 

IFRS 15 Revenue from Contracts with Customers 

IFRS 15 will be implemented by Statoil on the effective date 1 January 2018. The standard covers the recognition of revenue in the financial 

statements and related disclosure. IFRS 15 replaces existing revenue recognition guidance, including IAS 18 Revenue. Statoil will implement IFRS 

15 retrospectively with the cumulative effect recognised at the date of initial application. The impact on Statoil’s equity of the implementation of 

IFRS 15 is expected to be immaterial. 
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Under IFRS 15, revenue from the sale and transportation of crude oil, natural gas, petroleum products and other merchandise will be recognised 

when a customer obtains control of the goods, which normally will be when title passes at point of delivery of the goods, based on the contractual 

terms of the agreements. Each such sale normally represents one performance obligation, which in the case of natural gas sales are completed over 

time in line with the delivery of the actual physical quantities. In some sales of goods, such as certain sales of crude oil, Statoil may provide 

transport services after control of the goods has been transferred to the customer. Following implementation of IFRS 15, such transport services 

will be considered to be a distinct service that is completed over time, and will be recognised separately. The immaterial impact from the resulting 

timing differences constitutes the only identified IFRS 15 implementation impact with an effect on equity and net operating profit in Statoil.  

The accounting for Statoil’s sale of the Norwegian State’s (the SDFI’s) natural gas and crude oil under IFRS 15 will not lead to changes compared 

to the practice under IAS 18. 

Certain items, which have previously been classified as Revenues in the Consolidated statement of income, will not qualify as revenue from 

contracts with customers under IFRS 15. These include taxes paid in kind under certain production sharing agreements, and the reflection of 

commodity-based derivatives connected with sales contracts and revenue-related risk management. These items however still either represent a 

form of revenue or are closely connected with revenue transactions, and they will be reflected as other revenue following the IFRS 15 

implementation. In addition, Statoil will reclassify the impact of certain commodity-based earn-out agreements and contingent consideration 

elements, which previously have been reflected under Revenues, to Other income. Total revenues and other income in the Statement of income 

will consequently not be impacted by these reclassifications. 

Use of estimates 
The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and assumptions that affect 

the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions are 

based on historical experience and various other factors that are believed to be reasonable under the circumstances, the results of which form the 

basis for making the judgments about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may 

differ from these estimates. The estimates and underlying assumptions are reviewed on an on-going basis, considering current and expected future 

market conditions. A change in an accounting estimate is recognised in the period in which the estimate is revised if the revision affects only that 

period, or in the period of the revision and future periods if the revision affects both current and future periods. 
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8 Provisions, commitments, contingent liabilities and contingent assets 

 
In April 2017, a federal judge granted an injunction request to suspend the assignment to Statoil of Petróleo Brasileiro S.A.’s (“Petrobras”) 66% 

operated interest in the Brazilian offshore license BM-S-8, in a class action suit filed by the Union of Workers of Oil Tankers of Sergipe 

(Sindipetro) against Petrobras, Statoil, and ANP - the Brazilian Regulatory Agency (“the defendants”). The suit seeks the annulment of Petrobras’ 

sale of the interest in BM-S-8 to Statoil, which was closed in November 2016. On 2 May 2017, the injunction was suspended by the President of 

the Federal Regional Court. The suspension of the injunction is appealable. The main issue will be examined in the Brazilian federal court system in 

due course. Statoil believes the defendants’ position to be strong in upholding the validity of Statoil’s ownership. At the end of the fourth quarter 

2017 the acquired interest remains in Statoil’s balance sheet as intangible assets of the Exploration & Production International (E&P International) 

segment. For further information about Statoil’s acquisition, reference is made to the 2016 Consolidated annual financial statements note 4 

Acquisitions and disposals.    

In June 2017 Statoil signed an agreement with the Angolan Ministry of Finance which resolves the dispute over how to allocate profit oil and 

assess petroleum income tax (PIT) related to Statoil’s participation in Block 4, Block 15, Block 17 and Block 31 offshore Angola for the years 

2002 to 2016. For further information about the dispute, reference is made to information in Note 23 Other commitments, contingent liabilities 

and contingent assets in Statoil’s Consolidated annual financial statements for 2016. In accordance with the agreement, Statoil in July 2017 has 

paid in full and final settlement an additional PIT amount to Angola related to the prior reporting periods. The agreement also leads to a certain 

increase in Norwegian taxes payable. In addition to taxes previously provided for in the Consolidated financial statements related to the dispute, 

the second quarter current income tax expense reflects USD 117 million payable in Angola and Norway. Based on the agreement, profit oil and 

interest expense amounts previously provided for in the current portion of provisions related to claims and litigation have been reversed in the 

second quarter. USD 754 million has been reflected as revenue in the E&P International segment, while USD 319 million has been reflected as 

interest expense reduction under Net financial items in the Consolidated statement of income. The net effect on the second quarter Consolidated 

statement of income consequently is USD 956 million. 

On 6 July 2016, the Norwegian tax authorities issued a deviation notice for the years 2012 to 2014 related to the internal pricing on certain 

transactions between Statoil Coordination Centre (SCC) in Belgium and Norwegian entities in the Statoil group. The issue relates to SCC`s capital 

structure and its compliance with the arm’s length principle. Statoil is of the view that arm’s length pricing has been applied and that the group has 

a strong position, and no amounts have consequently been provided for this in the accounts.  
 
During the normal course of its business Statoil is involved in legal and other proceedings, and several claims are unresolved and currently 

outstanding. The ultimate liability or asset, respectively, in respect of such litigation and claims cannot be determined now. Statoil has provided in 

its condensed interim financial statements for probable liabilities related to litigation and claims based on the company's best judgement. Statoil 

does not expect that its financial position, results of operations or cash flows will be materially affected by the resolution of these legal 

proceedings. 
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USE AND RECONCILIATION OF NON-GAAP FINANCIAL MEASURES 

Non-GAAP financial measures are defined as numerical measures that either exclude or include amounts that are not excluded or included in the 

comparable measures calculated and presented in accordance with GAAP (i.e. IFRS). 

For more information on our use of non-GAAP financial measures, see section 5.2 Accounting standards (IFRS) and non-GAAP measures in 

Statoil's 2016 Annual Report and Form 20-F. 

The following financial measures may be considered non-GAAP financial measures: 

Adjusted earnings (including adjusted revenues and other income, adjusted purchases, adjusted operating expenses and selling, general and 

administrative expenses, adjusted depreciation and adjusted exploration expenses) – for more information see below     

Adjusted earnings after tax – for more information see below  

Return on average capital employed after tax (ROACE) - This measure provides useful information for both the group and investors about 

performance during the period under evaluation. Statoil uses ROACE to measure the return on capital employed, regardless of whether the 

financing is through equity or debt. The use of ROACE should not be viewed as an alternative to income before financial items, income taxes 

and minority interest, or to net income, which are measures calculated in accordance with GAAP or ratios based on these figures 

Net interest-bearing debt adjusted – for more information see section 5.2 Accounting standards (IFRS) and non-GAAP measures - Net debt 

to capital employed ratio and note 18 Finance debt in Statoil`s 2016 Annual Report and Form 20-F 

Net debt to capital employed ratio (net debt ratio) – for more information see section 5.2 Net debt to capital employed ratio in Statoil`s 

2016 Annual Report and Form 20-F 

Net debt to capital employed ratio adjusted – for more information see section 5.2 Accounting standards (IFRS) and non-GAAP measures - 

Net debt to capital employed ratio in Statoil`s 2016 Annual Report and Form 20-F 

Organic capital expenditures – capital expenditures (see note 2 Segments to the Condensed interim financial statements, line item Additions 

to PP&E, intangibles and equity accounted investments) excluding acquisitions, capital leases and other investments with significant different 

cash flow pattern. For more information see section 2.9 Liquidity and capital resources in Statoil`s 2016 Annual Report and Form 20-F 

Free cash flow includes the following line items in the Consolidated statement of cash flows: Cash flows provided by operating activities 

before taxes paid and working capital items, taxes paid, capital expenditures and investments, (Increase) decrease in other items interest 

bearing, proceeds from sale of assets and businesses and dividend paid. In the first quarter of 2016 Lundin acquisition of USD 541 million is 

included as part of capital expenditures and investments 

Adjusted earnings are based on net operating income and adjusts for certain items affecting the income for the period in order to separate out 

effects that management considers may not be well correlated to Statoil's underlying operational performance in the individual reporting period. 

Management considers adjusted earnings to be a supplemental measure to Statoil's IFRS measures that provides an indication of Statoil's 

underlying operational performance in the period and facilitates a better understanding of operational trends between the periods. Adjusted 

earnings adjusts for the following items: 

 

Certain gas contracts are, due to pricing or delivery conditions, deemed to contain embedded derivatives, required to be carried at fair value. 

Certain transactions related to historical divestments include contingent consideration, are carried at fair value. The accounting impacts of 

changes in fair value of the aforementioned are excluded from adjusted earnings. In addition, adjustments are also made for changes in the 

unrealised fair value of derivatives related to some natural gas trading contracts. Due to the nature of these gas sales contracts, these are 

classified as financial derivatives to be measured at fair value at the balance sheet date. Unrealised gains and losses on these contracts reflect 

the value of the difference between current market gas prices and the actual prices to be realised under the gas sales contracts. Only realised 

gains and losses on these contracts are reflected in adjusted earnings. This presentation best reflects the underlying performance of the 

business as it replaces the effect of temporary timing differences associated with the re-measurements of the derivatives to fair value at the 

balance sheet date with actual realised gains and losses for the period 

Periodisation of inventory hedging effect: Commercial storage is hedged in the paper market. Commercial storage is accounted for by using 

the lower of cost and market price. If market prices increase above cost price, there will be a loss in the IFRS income statement since the 

derivatives always reflect changes in the market price. An adjustment is made to reflect the unrealised market value of the commercial 

storage. As a result, loss on derivatives is matched by a similar adjustment for the exposure being managed. If market prices decrease below 

cost price, the write-down and the derivative effect in the IFRS income statement will offset each other and no adjustment is made 

Over/underlift is accounted for using the sales method and therefore revenues are reflected in the period the product is sold rather than in 

the period it is produced. The over/underlift position depends on a number of factors related to our lifting programme and the way it 

corresponds to our entitlement share of production. The effect on income for the period is therefore adjusted, to show estimated revenues 

and associated costs based upon the production for the period which management believes reflects operational performance and increase 

comparability with peers 

Statoil holds operational storage which is not hedged in the paper market due to inventory strategies. Cost of goods sold is measured based 

on the FIFO (first-in, first-out) method, and includes realised gains or losses that arise due to changes in market prices. These gains or losses 

will fluctuate from one period to another and are not considered part of the underlying operations for the period 

Impairment and reversal of impairment are excluded from adjusted earnings since they affect the economics of an asset for the lifetime of 

that asset, not only the period in which it is impaired or the impairment is reversed. Impairment and reversal of impairment can impact both 

the exploration expenses and the depreciation, amortisation and impairment line items 

Gain or loss from sales of assets is eliminated from the measure since the gain or loss does not give an indication of future performance or 

periodic performance; such a gain or loss is related to the cumulative value creation from the time the asset is acquired until it is sold 
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Internal unrealised profit on inventories: Volumes derived from equity oil inventory will vary depending on several factors and inventory 

strategies, i.e. level of crude oil in inventory, equity oil used in the refining process and level of in-transit cargoes. Internal profit related to 

volumes sold between entities within the group, and still in inventory at period end, is eliminated according to IFRS (write down to production 

cost). The proportion of realised versus unrealised gain will fluctuate from one period to another due to inventory strategies and 

consequently impact net operating income. Write-down to production cost is not assessed to be a part of the underlying operational 

performance, and elimination of internal profit related to equity volumes is excluded in adjusted earnings 

Other items of income and expense are adjusted when the impacts on income in the period are not reflective of Statoil's underlying 

operational performance in the reporting period. Such items may be unusual or infrequent transactions but they may also include transactions 

that are significant which would not necessarily qualify as either unusual or infrequent. Other items can include transactions such as 

provisions related to reorganisation, early retirement, etc. 

The measure adjusted earnings after tax excludes net financial items and the associated tax effects on net financial items. It is based on adjusted 

earnings less the tax effects on all elements included in adjusted earnings (or calculated tax on operating income and on each of the adjusting 

items using an estimated marginal tax rate). In addition, tax effect related to tax exposure items not related to the individual reporting period is 

excluded from adjusted earnings after tax. Management considers adjusted earnings after tax, which reflects a normalised tax charge associated 

with its operational performance excluding the impact of financing, to be a supplemental measure to Statoil's net income. Certain net USD 

denominated financial positions are held by group companies that have a USD functional currency that is different from the currency in which the 

taxable income is measured. As currency exchange rates change between periods, the basis for measuring net financial items for IFRS will change 

disproportionally with taxable income which includes exchange gains and losses from translating the net USD denominated financial positions into 

the currency of the applicable tax return. Therefore, the effective tax rate may be significantly higher or lower than the statutory tax rate for any 

given period. 

Management considers that adjusted earnings after tax provides a better indication of the taxes associated with underlying operational 

performance in the period (excluding financing), and therefore better facilitates a comparison between periods. However, the adjusted taxes 

included in adjusted earnings after tax should not be considered indicative of the amount of current or total tax expense (or taxes payable) for the 

period. 

Adjusted earnings and adjusted earnings after tax should be considered additional measures rather than substitutes for net operating income and 

net income, which are the most directly comparable IFRS measures. There are material limitations associated with the use of adjusted earnings and 

adjusted earnings after tax compared with the IFRS measures since they do not include all the items of revenues/gains or expenses/losses of 

Statoil which are needed to evaluate its profitability on an overall basis. Adjusted earnings and adjusted earnings after tax are only intended to be 

indicative of the underlying developments in trends of our on-going operations for the production, manufacturing and marketing of our products 

and exclude pre-and post-tax impacts of net financial items. We reflect such underlying development in our operations by eliminating the effects 

of certain items that may not be directly associated with the period's operations or financing. However, for that reason, adjusted earnings and 

adjusted earnings after tax are not complete measures of profitability. The measures should therefore not be used in isolation. 

Adjusted earnings equal the sum of net operating income less all applicable adjustments. Adjusted earnings after tax equals the sum of net 

operating income less income tax in business areas and adjustments to operating income taking the applicable marginal tax into consideration. See 

the tables in the following section for details. 
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FORWARD-LOOKING STATEMENTS 
 

This report contains certain forward-looking statements that involve risks and uncertainties. In some cases, we use words such as "ambition", 

"continue", "could", "estimate", "expect", “believe”, "focus", "likely", "may", "outlook", "plan", "strategy", "will", "guidance" and similar expressions to 

identify forward-looking statements. All statements other than statements of historical fact, including, among others, statements regarding plans 

and expectations with respect to Statoil’s returns, balance sheet and long-term underlying earnings growth; free cash flow over the next few years 

and beyond; increase in dividends; ROACE in 2020; investment in new energy solutions, including renewables; organic investment; market outlook 

and future economic projections and assumptions; capital expenditure and exploration guidance for 2018; production guidance through 2020; 

organic capital expenditure for 2018; Statoil’s intention to mature its portfolio; exploration and development activities, plans and expectations, 

including estimates regarding exploration activity levels; projected unit of production cost; equity production and expectations for equity 

production reductions; planned maintenance and the effects thereof for 2018; risks related to Statoil’s production guidance; accounting decisions 

and policy judgments, ability to put exploration wells into profitable production, and the impact thereof; expected dividend payments, the scrip 

dividend programme and the timing thereof; estimated provisions and liabilities; implementation of IFRS 9 and IFRS 15, and the impact thereof; 

planned acquisitions and divestments, including timing and impact thereof, including the acquisition of interests in the Martin Linge field, the 

Roncador field and the BM-S-8 license and other pending acquisitions and divestments discussed in this report; impact of U.S. tax reform; pending 

legal proceedings, including the suit brought by Sindipetro; and the projected impact or timing of administrative or governmental rules, standards, 

decisions or laws, including with respect to and future impact of legal proceedings are forward-looking statements.  

You should not place undue reliance on these forward- looking statements. Our actual results could differ materially from those anticipated in the 

forward-looking statements for many reasons. 

These forward-looking statements reflect current views about future events and are, by their nature, subject to significant risks and uncertainties 

because they relate to events and depend on circumstances that will occur in the future. There are a number of factors that could cause actual 

results and developments to differ materially from those expressed or implied by these forward-looking statements, including levels of industry 

product supply, demand and pricing; price and availability of alternative fuels; currency exchange rate and interest rate fluctuations; the political 

and economic policies of Norway and other oil-producing countries; EU developments; general economic conditions; political and social stability 

and economic growth in relevant areas of the world; global political events and actions, including war, political hostilities and terrorism; economic 

sanctions, security breaches; changes or uncertainty in or non-compliance with laws and governmental regulations; the timing of bringing new 

fields or wells on stream; an inability to exploit growth or investment opportunities; material differences from reserves estimates; unsuccessful 

drilling; an inability to find and develop reserves; ineffectiveness of crisis management systems; adverse changes in tax regimes; the development 

and use of new technology; geological or technical difficulties; operational problems; operator error; inadequate insurance coverage; the lack of 

necessary transportation infrastructure when a field is in a remote location and other transportation problems; the actions of competitors; the 

actions of field partners; the actions of governments (including the Norwegian state as majority shareholder); counterparty defaults; natural 

disasters and adverse weather conditions, climate change, and other changes to business conditions; an inability to attract and retain personnel; 

relevant governmental approvals; industrial actions by workers and other factors discussed elsewhere in this report. Additional information, 

including information on factors that may affect Statoil's business, is contained in Statoil's Annual Report on Form 20-F for the year ended 

December 31, 2016, filed with the U.S. Securities and Exchange Commission (and section 2.10 Risk review – Risk factors thereof). Statoil’s 2016 

Annual Report and Form 20-F is available at Statoil's website www.statoil.com. 

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot assure you that our future 

results, level of activity, performance or achievements will meet these expectations. Moreover, neither we nor any other person assumes 

responsibility for the accuracy and completeness of these forward-looking statements. Any forward-looking statement speaks only as of the date 

on which such statement is made, and, except as required by applicable law, we undertake no obligation to update any of these statements after 

the date of this report, whether to make them either conform to actual results or changes in our expectations or otherwise. 
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Supplementary 

END NOTES 
 

1. The Group's average liquids price is a volume-weighted average of the segment prices of crude oil, condensate and natural gas liquids (NGL). 

2. The refining reference margin is a typical average gross margin of our two refineries, Mongstad and Kalundborg. The reference margin will 

differ from the actual margin, due to variations in type of crude and other feedstock, throughput, product yields, freight cost, inventory, etc. 

3. Liquids volumes include oil, condensate and NGL, exclusive of royalty oil. 

4. Equity volumes represent produced volumes under a Production Sharing Agreement (PSA) that correspond to Statoil's ownership share in a 

field. Entitlement volumes, on the other hand, represent Statoil's share of the volumes distributed to the partners in the field, which are subject 

to deductions for, among other things, royalty and the host government's share of profit oil. Under the terms of a PSA, the amount of profit oil 

deducted from equity volumes will normally increase with the cumulative return on investment to the partners and/or production from the 

license. Consequently, the gap between entitlement and equity volumes will likely increase in times of high liquids prices. The distinction 

between equity and entitlement is relevant to most PSA regimes, whereas it is not applicable in most concessionary regimes such as those in 

Norway, the UK, the US, Canada and Brazil.  

5. These are non-GAAP figures. See section Use and reconciliation of non-GAAP financial measures in the report for more details. 

6. Transactions with the Norwegian State. The Norwegian State, represented by the Ministry of Petroleum and Energy (MPE), is the majority 

shareholder of Statoil and it also holds major investments in other entities. This ownership structure means that Statoil participates in 

transactions with many parties that are under a common ownership structure and therefore meet the definition of a related party. Statoil 

purchases liquids and natural gas from the Norwegian State, represented by SDFI (the State's Direct Financial Interest). In addition, Statoil sell 

the State's natural gas production in its own name, but for the Norwegian State's account and risk as well as related expenditures refunded by 

the State. All transactions are considered priced on an arms-length basis. 

7. The production guidance reflects our estimates of proved reserves calculated in accordance with US Securities and Exchange Commission 

(SEC) guidelines and additional production from other reserves not included in proved reserves estimates.  

8. The Group's average invoiced gas prices include volumes sold by the MMP segment. 

9. The internal transfer price paid from MMP to E&P Norway. 

10. Since different legal entities in the group lend to projects and others borrow from banks, project financing through external bank or similar 

institutions will not be netted in the balance sheet and will over-report the debt stated in the balance sheet compared to the underlying 

exposure in the Group. Similarly, certain net interest-bearing debt incurred from activities pursuant to the Marketing Instruction of the 

Norwegian government are off-set against receivables on the SDFI. Some interest-bearing elements are classified together with non-interest 

bearing elements, and are therefore included when calculating the net interest-bearing debt. 


