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Resultatregnskap

Belgp i: NOK Note 2018 2017
RESULTATREGNSKAP

Inntekter

Salgsinntekt 2 22000 000 155 000 000
Sum inntekter 22 000 000 155 000 000
K ostnader

Lgnnskostnad 3 20 000 000 53 000 000
Avskrivning pavarige driftsmidler og immaterielle eiendeler 7 27 000 000
Nedskrivning av varige driftsmidler og immaterielle eiendeler 7 29 000 000
Andre driftskostnader 4,7,19 23000 000 81 000 000
Gevinst ved salg av varige driftsmidler 7 -15 000 000
Sum kostnader 43 000 000 175 000 000
Driftsresultat -21 000 000 -20 000 000
Finansinntekter og finanskostnader

Inntekt pdinvestering i datterselskap og tilknyttet selskap 16 000 000 25 000 000
Annen renteinntekt 25 000 000 24000 000
Annen finansinntekt 37 000 000 56 000 000
Verdigkning andre finansielle instrumenter vurdert til virkelig 5 25000 000 10 000 000
verdi

Sum finansinntekter 5 103 000 000 115 000 000
Nedskrivning av finansielle eiendeler 5 488 000 000 1253 000 000
Annen rentekostnad 5 36 000 000 34 000 000
Annen finanskostnad 5 82 000 000 75 000 000
Sum finanskostnader 5 606 000 000 1 362 000 000
Netto finans 5 -503 000 000 -1 247 000 000
Ordineart resultat far skattekostnad -524 000 000 -1 267 000 000
Skattekostnad pa ordinaat resultat 6 -41 000 000 -6 000 000
Ordineert resultat etter skattekostnad -483 000 000 -1 261 000 000
Arsresultat -483 000 000 -1 261 000 000
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Resultatregnskap

Belgp i: NOK Note 2018 2017
Pensjonsforpliktel ser -1 000 000 0
Sum resultatkomponenter for IFRS-foretak -1 000 000 0
Totalresultat -484 000 000 -1 261 000 000

Overfaringer og disponeringer
Overfaringer til/fraannen egenkapital -484 000 000 -1 261 000 000
Sum overferinger og disponeringer -484 000 000 -1 261 000 000
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Arsregnskap regnskapsaret 2018 for 935349230

Balanse

Belgp i: NOK Note 2018 2017
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 6 25 000 000

Sum immaterielle eilendeler 25 000 000

Finansielle anleggsmidler

Investering i datterselskap 58 6 035 000 000 6 451 000 000
Lan til foretak i samme konsern 16 70 000 000 379 000 000
Investeringer i tilknyttet selskap 59 19 000 000 9 000 000
Investeringer i akgjer og andeler 16 4000 000 4 000 000
Andre fordringer 16 87 000 000 64 000 000
Sum finansielle anleggsmidler 6 215 000 000 6 907 000 000
Sum anleggsmidler 6 240 000 000 6 907 000 000
Omlgpsmidler

Varer

Fordringer

Kundefordringer 10,16 28 000 000 46 000 000
Andre fordringer 11,16 19 000 000 48 000 000
Sum fordringer 47 000 000 94 000 000
Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 12,16 483 000 000 795 000 000
Sum bankinnskudd, kontanter og lignende 483 000 000 795 000 000
Sum omlgpsmidler 530 000 000 889 000 000
SUM EIENDELER 6 770 000 000 7 796 000 000
BALANSE - EGENKAPITAL OG GJELD

Egenkapital
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Balanse

Belgp i: NOK Note 2018 2017
Innskutt egenkapital

Sel skapskapital 1 466 000 000 1276 000 000
Overkurs 2117 000 000 2117 000 000
Sum innskutt egenkapital 3583 000 000 3393 000 000
Opptjent egenkapital

Innskuddskapital 232 000 000 276 000 000
Annen egenkapital 2301 000 000 2740 000 000
Sum opptjent egenkapital 2533000 000 3016 000 000
Sum egenkapital 6 116 000 000 6 409 000 000
Gjed

Langsiktig gjeld

Pensjonsforpliktel ser 3000 000 2 000 000
Utsatt skatt 16 000 000
Sum avsetninger for forpliktelser 3000 000 18 000 000
Annen langsiktig gjeld

Langsiktig konserngjeld 13,16 150 000 000 450 000 000
Langsiktige derivater 15,16 8000 000 18 000 000
Annen langsiktig gjeld 21 000 000
Sum annen langsiktig gjeld 158 000 000 489 000 000
Sum langsiktig gjeld 161 000 000 507 000 000
Kortsiktig gjeld

Gjeld til kredittinstitusjoner 12,15 299 000 000 400 000 000
Leverandergjeld 15 17 000 000 30 000 000
Kortsiktig konserngjeld 47 000 000 393 000 000
Annen kortsiktig gjeld 13,15 130 000 000 57 000 000
Sum kortsiktig gjeld 493 000 000 880 000 000
Sum gjeld 654 000 000 1387 000 000
SUM EGENKAPITAL OG GJELD 6 770 000 000 7 796 000 000
POSTER UTENOM BALANSEN

Pantstillel ser 13 2218000 000 2218 000 000
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Balanse
Belgp i: NOK Note 2018 2017
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Konsernetsresultatregnskap

Belgp i: NOK Note 2018 2017

RESULTATREGNSKAP

Inntekter

Salgsinntekt 5,6,7,1 6 051 000 000 6 665 000 000
5

Sum inntekter 5,6,7,1 6 051 000 000 6 665 000 000
5

K ostnader

Lgnnskostnad 8,30 2 860 000 000 3110 000 000

Avskrivning pavarige driftsmidler og immaterielle eiendeler 4,14 1 063 000 000 1 010 000 000

Nedskrivning av varige driftsmidler og immaterielleeiendeler  4,13,1 691 000 000 1 146 000 000
4

Andel resultat fratilknyttede og felleskontrollerte sel skaper 31,32 -277 000 000 -62 000 000

Netto gevinst ved salg av anleggsmidler 14 -2 000 000 -2 000 000

Andre driftskostnader 9,15,2 1 841 000 000 1821 000 000
9,30

Sum kostnader 6 176 000 000 7 023 000 000

Driftsresultat -125 000 000 -358 000 000

Finansinntekter og finanskostnader

Annen renteinntekt 10 97 000 000 70 000 000

Annen finansinntekt 10 24 000 000 257 000 000

Verdigkning andre finansielle instrumenter vurdert til virkelig 10 64 000 000

verdi

Sum finansinntekter 10 121 000 000 391 000 000

Nedskrivning av finansielle eiendeler 10 10 000 000

Annen rentekostnad 10 880 000 000 902 000 000

Annen finanskostnad 10 676 000 000 241 000 000

Sum finanskostnader 10 1 556 000 000 1 153 000 000

Netto finans 10 -1 435 000 000 -762 000 000

Ordineart resultat far skattekostnad -1 560 000 000 -1 120 000 000

Skattekostnad pa ordinaat resultat 11 -57 000 000 235 000 000

19.08.2020 kl 11:44 Brgnngysundregistrene Side 6 av 108



== Brenneysundregistrene

Arsregnskap regnskapsaret 2018 for 935349230

Konsernetsresultatregnskap

Belgp i: NOK Note 2018 2017
Ordinaart resultat etter skattekostnad -1 503 000 000 -1 355 000 000
Arsresultat -1 503 000 000 -1 355 000 000
Minoritetsinteresser -235 000 000 -112 000 000
Arsresultat etter minoritetsinter esser -1 268 000 000 -1 243 000 000
Omregningsdifferanser -67 000 000 -61 000 000
Kontantstremsikring 11,26 -260 000 000 116 000 000
Andel utvidet resultat felleskontrollert virksomhet 32 123 000 000 -1 000 000
Pensjonsforpliktel ser 3000 000 3000 000
Minoritetsinteresser andel av totalresultat -37 000 000 8 000 000
Sum resultatkomponenter for |FRS-foretak -238 000 000 65 000 000
Totalresultat -1 506 000 000 -1 178 000 000
Overfaringer og disponeringer

Overfaringer til/fra annen egenkapital -1 178 000 000
Sum overfaringer og disponeringer -1 178 000 000
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Konsernets balanse

Belgp i: NOK Note 2018 2017

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 11 898 000 000 715 000 000

Goodwill 13 295 000 000 324000 000

Sum immaterielle eilendeler 1193 000 000 1 039 000 000

Varigedriftsmidler

Skip, rigger, fly og lignende 17 795 000 000 19 379 000 000

Driftd @sare, inventar, verktgy, kontormaskiner og lignende 1103 000 000 1288 000 000

Sum varige driftsmidler 18 898 000 000 20 667 000 000

Finansielle anleggsmidler

Investering i annet foretak i samme konsern 10,32 1 547 000 000 1021 000 000

Lan til tilknyttet selskap og felles kontrollert virksomhet 10,32 1 073 000 000 1 020 000 000

Andre fordringer 16,27 104 000 000 108 000 000

Sum finansielle anleggsmidler 2724 000 000 2149 000 000

Sum anleggsmidler 22 815 000 000 23 855 000 000

Omlgpsmidler

Varer

Fordringer

Kundefordringer 17,27 1312 000 000 1 580 000 000

Andre fordringer 18,26, 406 000 000 402 000 000
27

Sum fordringer 1718 000 000 1982 000 000

Bankinnskudd, kontanter og lignende

Bankinnskudd, kontanter og lignende 19,27 1 932 000 000 2238 000 000

Sum bankinnskudd, kontanter og lignende 1932 000 000 2238000 000

Sum omlgpsmidler 3650 000 000 4 220 000 000

SUM EIENDELER 26 465 000 000 28075 000 000
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Konsernets balanse

Belgp i: NOK Note 2018 2017

BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Sel skapskapital 1 466 000 000 1276 000 000

Overkurs 1811 000 000 2117000 000

Sum innskutt egenkapital 3277 000 000 3393 000 000

Opptjent egenkapital

I nnskuddskapital 232 000 000 276 000 000

Annen egenkapital 0 1 168 000 000

Minoritetsinteresser 2269 000 000 2 505 000 000

Sum opptjent egenkapital 2 501 000 000 3949 000 000

Sum egenkapital 5778 000 000 7 342 000 000

Gjed

Langsiktig gjeld

Pensjonsforpliktel ser 8,23 39 000 000 34 000 000

Utsatt skatt 11,23 13 000 000 16 000 000

Sum avsetninger for forpliktelser 52 000 000 50 000 000

Annen langsiktig gjeld

Obligasionglan 22,27 2 480 000 000 1914 000 000

Gjeld til kredittinstitusjoner 15,22, 13 007 000 000 15 029 000 000
27

Derivater 23 29 000 000 55 000 000

Annen langsiktig gjeld 23 10 000 000 37000 000

Sum annen langsiktig gjeld 15 526 000 000 17 035 000 000

Sum langsiktig gjeld 15 578 000 000 17 085 000 000

Kortsiktig gjeld

Gjeld til kredittinstitusjoner 22,27 3678 000 000 2235000 000

Leverandergjeld 24,27 808 000 000 874 000 000

Annen kortsiktig gjeld 25,26, 623 000 000 539 000 000
27

19.08.2020 kl 11:44 Brgnngysundregistrene Side 9 av 108



== Brgnngysundregistrene Arsregnskap regnskapséret 2018 for 935349230

Konsernets balanse

Belgp i: NOK Note 2018 2017
Sum kortsiktig gjeld 5 109 000 000 3648 000 000
Sum gjeld 20 687 000 000 20 733 000 000
SUM EGENKAPITAL OG GJELD 26 465 000 000 28 075 000 000

POSTER UTENOM BALANSEN
Pantstillel ser 22 20 607 000 000 22 874 000 000
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Your partner
in offshore operations.
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Preliminary dates for the publishing
of the resufts for DOF ASA are:

DATE EVENT

23 May 2019 1% quarter 2019

24 May 2019 Ordinary General Meeting
20 Aug 2019 2% quarter 2019

14 Nov 2019 3 quarter 2019

21 Feb 2020 4% quarter 2019

The dates are subject to change.
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6 DOF ASA ANNUAL REPORT 2018

Report of the Board of Directors

Key notes

The market within the offshore industry has continued to be
weak throughout the year, but certain regions have proven
increased activity and there are also signs of increased
activity in other regions as new oil-field projects have been
sanctioned. In 2018 the DOT Group (“the Group™) achieved
an underlying EBITDA of NOK 2,246 million (management
reporting} and an average utilisation rate of the fleet of 74%.
The Group result has been negatively influenced by impair-
ments due to drop in vessel values. Net result before taxes
was negative with NOK -1,604 million in 2018 (management
reporting). By 2nd of January 2019 the Group has completed
its newbuilding program after delivery of one PLSV (pipelay-
ing vessel) in Brazil.

Introduction

DOF ASA (“the Company™) is the parent company of several
subsidiaries and corporations which provide essential offshore
and subsea services to the global offshore industry, and own
and operate a fleet of PSV (platform supply vessels), AHTS
(anchor handling tug support vesseis) and Subsea (construc-
tion and subsea vessels). Included in the subsea segment are
engineering companies to provide services within the subsea
project market. The supply vessels (AXTS and PSV) support
fields in production as well as development and exploration
activities, with the majority of the supply fleet servicing fields
in production. The Group’s subsea fleet is a combination of
vessels on long-term contracts and vessels utilised for subsea
project activities. The subsea vessels on long-term contracts
are serving the pipelaying market, IMR (Inspection,
Maintenance & Repair) and the SURF (Subsea, Umbilicals,
Risers & Flowlines) market. The Group’s subsea projects
include survey, diving services, ROV operations, construction
and IMR among others. The majority of the subsea fleet and
all the subsea project activities are performed and owned by
the subsidiary DOF Subsea AS.

The Group’s vision is to be a world class integrated company
delivering marine services and subsea solutions responsibly,
balancing risk and opportunities in a sustainable way, together
every day.

The Group's business concept is to engage in long-term and in-
dustriat offshore business, and operate with a contract strategy
which focuses on long-term contract coverage for the main share
of the fleet. The nominal value of the Group's contracts (including
backlog from the joint ventures) was NOK 21 billion at year-end.

The Group owns a diversified and advanced fleet of offshore ves-
sels with an average age of approximately ten years, and a fleet
of ROVs (Remote Operated Vehicles) and AUVs (Autonomous

Underwater Vehicies). As of 31 December 2018, the Group’s
fleet comprised 67 vessels in operation, including one vessel un-
der construction with the following composition (fully and partty
owned or on management):

» 16 platform supply vessels (PSV)

» 20 anchor handling tug supply vessels (AHTS)

» 31 subsea/construction vessels (Subsea}

* 69 ROVs and 2 AUVs

The Group has offices on all five continents and during the
last decade the Group has invested in key regions such as the
Atlantic, South America, North America and Asia-Pacific
regions whilst continuing to grow in West Africa.

The head office is located at Storeba in Austevoll municipality
in Norway.

Operating segments in 2018

The market in 2018 has overall continued to be weak, which
again has had a negative impact on both the earnings and the
utilisation of the Group's fleet. One exception has been the
North Sea which has proven an increased demand especially
for large PSVs. The Group has continued to have a higher
utilisation compared to peers partly due to the benefit of high
focal content in certain regions (i.e. Brazil), and the start-up
of several long-term contracts in 2017 and in 2018.

Average utilisation of the Flest

100%

90%

e

80% B o=

70%

GO%

50%

0416 Q117 0217 Q317 0417 Q118 Q218 0318 Q418

e SUbsE8

e PSY e AHTS

The PSV & AMTS segment

The PSV fleet included by year-end 16 vessels of which one
vessel is owned via a minority share. This fleet has in 2018
achieved a utilisation rate of 85% including vessels fuily or
partly in lay-up during the year. By year-end the Group had
one PSV in lay-up and this vessel has during lst quarter
started to mobilise for a contract. The majority of the fleet
has operated in the Atlantic region; mainly the North Sea and
partly in the Mediterranean and in the Asia-Pacific region.
The majority of the fleet is owned by the subsidiary DOF
Rederi AS and one vessel is owned by the Company via a
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minority share. The technical and operationai performance of
the PSV fleet has been good throughout the year, and the
utilisation rate and earnings were slightly better than the
previous year. The contract coverage has declined the last
few years and by December 2018 the backlog was approxi-
mately 68% for 2019. However, a high tendering activity in
4th quarter has resulted in increased backlog after year-end.
The weak market has as previous year had a negative impact
on the Group’s vessel values, and the PSV segment has the
last few years represented a large portion of impairment.
Total booked impairment in 2018 was NOK 189 million.

The subsidiary Norskan Offshore Ltda. (Norskan) continued

untii July 2018 to operate four vessels that were sold in 2015
when the new owner took over the management of these
vessels.

The AHTS fleet includes 20 vessels of which two vessels are
on management. The AHTS fleet has in 2018 achieved a
utilisation rate of 67% which is slightly lower compared to
the previous year. The utifisation has been impacted by high
volatility for the fleet in the North Sea Market, idle time
between contracts for the fleet in Brazil, and low utilisation
for the fleet in Asia-Pacific. By year-end four vessels were in
lay-up. The AHTS fleet has operated in South America region
(Brazil and Argentina}, in the Atlantic region (the North Sea,
Mediterranean and West Africa) and in the Asia-Pacific
region. The AHTS fleet are owned by the subsidiaries,
Norskan and DOF Rederi AS, and five vessels are owned via a
50/50 joint venture owned by the Company and Akastor AS.
Two vessels are operated as management vessels whereof the
Company has a purchase option. The backlog varies among
the fleet whereof the Brazilian flagged fleet represents the
highest amount. Total backiog for the AHTS fleet by year-end
was approximately 48% for 2019. The drop in fair market
values has mainly had an impact on the oldest and the
medium sized non-Brazilian flagged AHTS vessels. Total
impairment was NOK 143 million within the AHTS segment.

The operation in South America includes one vessel on a firm
contract in Argentina and 11 vessels in Brazil. 90% of the fleet
in Brazil are protected by local regulations related to the
Brazilian flag, and the backlog and utilisation rate have been
high for this part of the fleet. However, the utilisation has
been negatively impacted by idle time between contracts for
three vessels.

The Group operates three AHTS vessels in Asia-Pacific and

this region has been affected by low drilling and exploration
activity throughout 2018. The utilisation of the Group’s fleet
in this region has been low and the vessels have fully or

partly been in lay-up in 2018. By year-end one vessel started
mobilisation for a contract with start-up in 1st quarter.

DOF ASA

ANNUAL REPORT 2018

The five AHTS vesseis in the Atlantic region have mainiy

operated in the North Sea, and two vessels have partly
operated in the Mediterranean and in West Africa during

2018. The utilisation has been impacted by seasonal
variations in the North Sea spot market and high volatility
both in rates and utilisation throughout the year.

The Subsea segment

By year end the Group operated 30 vessels of which one
vessel was hired in from external party, and one vessel was
on management. The Group had in addition one vessel
(PLSV} under construction. The majority of the subsea fleet
(24 vessels) are owned and operated by the subsidiary DOF
Subsea AS (“DOF Subsea™.

The activity from the subsea operations includes operations
from Subsea IMR project contracts and long-term Chartering.
DOF Subsea has during 2018 operated 18 vessels within the
Subsea IMR projects and had by year-end approximately 1,300
employees. The Subsea IMR projects represented 44% of total
revenue in the Group. The Subsea IMR project activities have
been performed from four regions; The Atlantic region, the
Asia-Pacific region, the North America region, and the South
America region. The overall utilisation of the subsea project
fleet during 2018 was 68%. The Long-Term Chartering
comprises nine vessels of which six are PLSVs (pipe laying
vessels) owned via a joint venture (DOFCON) 50/50 owned by
DOF Subsea and TechnipFMC. Total backlog for the subsea
vessels is approximately 63% for 2019, whereof the highest
portion is from Long-Term Chartering. Total impairment
booked was NOK 405 million in 2018 and mainly represent
drop in values for the oldest and smallest subsea vessels.

The Atlantic region includes operations in the North Sea,
Mediterranean and West Africa where the activity mainly
has been within the IMR segment on existing infrastructure,

FPSO instajlations and mooring projects. The main focus has
been to build backiog and DOF Subsea has through 2018

continued to develop its position in West Africa.

In the Asia-Pacific region various IMR frame agreements were
the core activities, in addition to several diving operations. Most
of the new and large field development projects came to an end
in 2017, hence there has been reduced utilisation of both people
and vessels in this region. Two vessels have operated on firm con-
tracts; Skandi Darwin at the Prelude field outside Australia and
Skandi Hawk at the Malampaia outside Philippines.

The North America region includes operations in Canada and
in the US-guif and DOF Subsea has performed diving activities,
survey and positioning and various vessel services from this
region. One vessel, Skandi Viniand, has operated on a firm
contract in Canada.
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8 DOF ASA ANNUAL REPORT 2018

The activities in South America represent operations in Brazil and
include vessels and ROVs on firm contracts. The fleet comprise
state-of-the art vesseis with high local content due to Brazilian
flag. The Brazilian built vessel Skandi Satvador operated on various
IMR contracts during 1st haif of the year before she startedon a
firm contract in August. Both contracts with Petrobras. Another
vessel, Skandi Achiever, sailed from the US region during 2™ quarter
and started on a 3+2-year diving contract in August. The main
activity within subsea in Brazil are the PLSVs (pipelaying vessels)
contracts presented as Long-Term Chartering in DOF Subsea

The Long-Term Chartering segment in DOF Subsea repre-
sents operations from nine vessels. The majority of these
vessels, as mentioned, are the most advanced vessels in the
fieet, including contracts with an average remaining duration
of four years. Six vessels (PLSVs) are owned by a joint
venture, owned by DOF Subsea and TechnipFMC, whereof
five vessels are delivered, and one is under construction.
Skandi Recife, as vessel number three in a series of four
newbuilds, was delivered in 2nd quarter and was on-hire on
an 8-year contract with Petrobras in June 2018. All the
PLSVs on firm contracts have had solid uptime, but two
PLSVs finished their contract during 1st and 3rd quarter and
have since then been idle. The remaining fleet within the
Long-Term Chartering segment in DOF Subsea have operated
on firm contracts.

WMarine management

The Group’s management activities are performed by the
subsidiaries DOF Management AS (DOFMAN), and Norskan.
DOFMAN’s main office is in Norway and the company
further controls subsidiaries branch offices in UK, Singapore,
Australia, Argentina and Egypt. DOFMAN is responsible for
the marine management of the Group’s fleet with operations
outside Brazii and is further responsible for project manage-
ment of the Group’s newbuilds and conversion projects.
Norskan is responsible for marine management of the fleet
operating in Brazil. The average number of vesseis under
marine management has been 70 vessels including project
management of newbuilds during the year. By year-end in
total approximately 2,300 persons were employed within the
marine management activities.

Newbuildings

By December 2018, the Group had one vessel (PLSV) under
construction at a Brazilian yard and this vessel was delivered
the first week of January 2019. This is the last vessel in a
series of four vessels owned by the joint venture, DOFCON,

owned by DOF Subsea and TechnipFMC, all committed on
8- year contracts with Petrobras.

Vessel Yard Delivery Type Contract
Skandi Dlinda *} Verd Q1 8yrs
Brazil 2019 PLSY Petrobras

150 % cwnersnip

The market

Qil prices have been volatile throughout the year and
impacted by the uncertainty about the giobal demand. With a
slow start the oil spot price started to increase in March and
at the beginning of October the brent price was USD 86/
barrel. However, it took only six weeks until it was under
USD 60/barrel which was the steepest price drop since 2014.
The main drivers behind the drop were an increase in OPEC's
o0il production, record high production in Russia, higher US
production than expected, and temporary exemptions on the
sanctions against Iran. The same effects may impact the oil
price going forward, but in general a tightened oil market and
increased oil price in 2019 are expected. Global oil demand is
expected fo grow by 1,4% in 2019, equivalent to a production
of approximately 100 million barreis per day.

Despite the 4th quarter setback in oil prices the offshore oil
& gas industry stands well-prepared for a volatile oii price
environment mainiy due to continuous reduction in cost ieveis.
The offshore break-evens have fallen by one-third and the oil &
gas companies are generating high free cash flows, even with oil
prices well below historic highs. Oil companies are now
spending more on exploration activities which is reflected by
increased seismic sales. The total number of offshore field
discoveries in 2018 was 69, which is a decline of 156% compared
to previous year, however several large projects approved
before the down turn have come on stream in 2018.

There were some improvements in the OSV market during
2018 as a number of indicators such as rising oil prices,
increased market activity and increased utilization provided
some cause for optimism. Even though there were a number of
indicators that seemed to have bottomed out in 2017 and in
2018, the OSV rates are still challenged by sustained oversup-
ply. By year-end the global fleet comprised approximately 4,500
vessels whereof 25% were in lay-up in the AHTS segment and
29% in the PSV segment. A forced consolidation and restruc-
turing of debt within the OSV industry has continued in 2018
and is expected to continue in 2019,

The established consensus is that stacked vessels older than 15
years that have been out of the market for at least three years
will never return to the market. This means that out of 1,200
vessels in lay-up approximately 500 vessels will never return.
The scrapping activity has further increased throughout the
year. The order-book within the OSV segment has been pushed
further out in time with the majority being built at Asian yards.
These are indicators and a basis for an improved market
balance.

In the North Sea market as the most transparent market, the ac-
tivity has been busy throughout the year with an increased de-
mand for PSVs. Both term and spot rates for the North Sea PSVs
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have been higher than previous year, and a high tendering activity
and fixtures early 2019 further indicates increased PSV rates. In
the AHTS spot market the anticipated improved summer market
never materialised for the owners and the market remained over-
supplied throughout the year.

In Brazil the market has been fairly stable in 2018, but is
expected to increase as this region stands for 60% of the
global production increase the next two years. This growth
forecast is underpinned by a long-delayed FPSO projects like
the Buzios and Lule Norte fields. In Brazil there are also signs

of increased activity from the I0Cs (international oil companies).

The market in Asia-Pacific has been reflected by reduced

activity and pressure on rates and utilisation, mainly due to
that the large projects came to an end in 2017. This market stili
remains uncertain both in relation {o utilisation and rate levels.

The subsea market began 2018 with a greater degree of optimism.
Even though there have encouraging signs of increased activity
in the subsea sector there is still plenty vessels available and still
some concerns that the tick-up in project FIDs has not yet led
to any large-scale upturn in subsea vessel requirements for 2019,
During 2018 there has been a trend from the large service compa-
nies towards integrated project deliveries. Through several M&A
and alliances all the major subsea construction and equipment
makers offer degree of integration and claims this new model will
benefit the oil companies with high cost savings. Moving projects
from procurement phase to offshore execution phase is positive
for rig and vessel demand.

While oil & gas has historically driven the subsea services
sector, offshore wind has become an increasingly important
component of demand. The market within decommissioning
of old fieids is further expected to increase the next few years.
Like in offshore oil & gas fields, vessels are required for
various projects within these types of work.

Sustainability

Having sustainable operations is important for the Group.
The successful balance of social, environmental and economic
elements not only allows the Group to view organisational
performance in more than financial terms alone but, in turn,
allows the Group to develop ‘Sustainable Operations’. In this
way, the Group ensures it remains commercially feasible,
socially acceptable and works within the capacity of the
external environment.

The Group acts responsibly and ethically everywhere it operates,
and the Group’s operations and decisions are guided by the values
- Respect, Integrity, Teamwork, Excellence -~ RITE ~ and above

all we are Safe. This ensures honest, fair and equitable operations,
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protecting and building the Group’s reputation.

‘Safe the RITE way’ is the guiding philosophy by which the
Group safeguard its people, external environment, vessels and
subsea assets. ‘Safe the RITE way’ is the umbrella for the safety
program which brings together core values and connects them
o strategic areas for sustainable operations.

The most important document in the Group is the Code of
Business Conduct, and combined with the Group’s policies, it

ensures that the Group’s operations consider the interests of all
stakeholders. In 2018, the Group issued a new and improved
Code of Business conduct, supported by roil out presentations
and a new e-learning module.

The Group promotes transparency and standard disclosure of in-
formation relating to key sustainability aspects. As part of this,
the Group reports according to the Carbon Disclosure Project and
the Global Reporting Initiative. For detailed reporting on these
matters please find the Group’s Sustainability Report on
www.dof.com.

All companies in the Group are certified according to ISO
9001:2015 and I1SO 14001:2015.

Employees

The DOF Group has grown to become a global organisation,
operating in a complex environment. For over 35 years, since
our inception, we have seen many changes, but one thing has
been constant over this time: the key to DOF's success remains
unchanged - our people.

The dovmturn in the global Oil and Gas Industry saw a change
for the positive in 2018. Even though activity is on the rise in
some regions, the entire industry is still being challenged with
regards to costs, leading to scale downs for most companies.
The circumstances require organisations to adapt to the
reduced demand which pose a threat to the human capital in
the organisations. In 2018 the Group’s total workforce was
reduced by approximately 9%. At the end of the year the Group
headcount was 3,578 employees and contractors, of which
approximately 12 per cent were women.

The market will remain challenging in 2019, and the Board of
Directors is continuously monitoring the need for the Group to
further adapt to the market. The aim going forward will be to
maintain a flexible worldforce and fo retain core competencies.

Equal opportunities and anti-discrimination
The Group has a high focus on diversity and equal opportuni-

ties. The Board of Directors supports the promotion of diversity

among empioyees and has a ciear goal of empioying the best
people based on their skills and competencies.
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The Group strives to create equal opportunities for ali employ-
ees, regardless of their ethnic background, nationality, descent,
colour, ianguage, religion, lifestyle or gender. The Group has a

zero-tolerance policy for workplace harassments.

The Group’s ‘Equal Employment Opportunity’ policy clearly
states that the Group is committed to be an equal opportunity
employer. This means all business units within the Group will
select and appoint the most suitable person for a position
according to their skills, qualifications and aptitudes.

Human Rights and Labour standards

The Group embraces practices consistent with international
human rights and operates in compliance with fundamental
as well as local labour standards. The Group’s policies and
standards are based on International Labour Organisation
(ILO) conventions, and they prohibit any use of forced or
child labour. The Group recognises and respects emplioyees’
right to freely associate, organise and coHectively bargain, and
the policies are compliant with working hour requirements as
established by local laws.

Several initiatives have been taken during the year to ensure
that slavery and human trafficking are not occurring within
the supply chain nor in any part of the Group’s activities. The
Group’s human rights and slavery statement is available on
the Group’s website. In 2018, Amnesty International ranked
DOF in the top six Norwegian companies with the best score
refated to human rights.

Health, safety, and the working envirenment

The Group strives to improve safety and environmental
performance across all worksites, globally. DOF has experi-
enced 7 Lost Time Incidents (LTIs} in 2018, resulting a
frequency of 0.79 LTIs per million man-hours. During the
year a total of 16 recordable incidents were logged, giving a
Total Recordable Frequency (TRFC) of 1.80 per million
man-hours.

After a saturation dive campaign in Australia in 2017, some of
the divers have been diagnosed with potential prolonged High
Pressure Neurological Syndrome (HPNS). The situation
continues to be monitored, and the Group has engaged a
team of globally recognised experts and has offered specialist
medical support to all divers involved. The case is still under
investigation by NOPSEMA.

The Group’s ambition is to be an incident free organisation.
Through the ‘Safe the RITE way program, the Group has
been able to establish a unified safety culture, as well as a
stronger safety cooperation with clients, industry partners
and suppliers. The aim for 2019 is to continue to develop the
safety program. The program will be strengthened by
establishing a Safe the RITE way Council, consisting of
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representatives from executive management and the
workforce.

Absence due to sickness has been below three per cent in
2018. The working environment is monitored by various
means of activities. DOTF Subsea conducted a global working
environment survey in 2018, while DOF Marine will conduct
a survey in 2019. The aim of the surveys is to become a better
workplace by further improving leadership and trust.

The Group is working according to the OISAS 18001 standard.
During 2019, a transition into the new ISO 45001 standard wiil
be performed.

Business integrity and ethics

Integrity is the core of muitiple aspects of the Group's business
model, both from an internal and external perspective. As one
of the governing core values, the Group has established
integrity training throughout the organisation. This ensures
sound business practices and decisions determined and
executed in accordance with the Code of Business Conduct,
promoting everyone to display professional competence, due
diligence, confidentiality and professional behaviour at all
times and in everything they do on behalf of the Group.

A new Ethical Helpline was launched in 2018. The helpline is
operated by a third-party company and provides a platform for
reporting unacceptable conduct, when normal reporting lines
cannot be used. The helpline allows for communication with
the reporter even if they choose to be anonymous, which can
be essential during investigations.

Anti-carruption and anti-bribery

The Group has a zero-tolerance policy for bribery and corruption.
The Group’s policy is to conduct alf business in an honest and
ethical manner. The Code of Business Conduct sets clear expec-
tations for all employees and is supplemented by internat training,

It is the intention of the Board of Directors that the Group
shall be recognised by its high ethical standards. Anti-corrup-
tion and anti-bribery measures are regularly evaluated and risk
assessed to ensure that they are sufficient.

Compliance to law

The Group acknowledges the importance for its internal and
external stakeholders of being a reliable partner, and that is
why compliance is a key topic for DOF. To be in compliance
with laws and regulations and industry standards is important
for the Group.

External environment

The Group’s environmental management system ensures that
the operations are effectively managed, and that continuous
improvement of environmental performance is achieved.
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The energy efficiency program of the Group is continuously
challenged with the aim to improve environmental
performance.

During 2018, the focus on energy efficiency has increased by
implementing Key Performance Indicators (KPIs) related to
environmental performance, e.g. energy consumption and

CO2 emissions. During the year, there have been no major
spills that resuited in fines or non-monetary sanctions from
local government.

Climate change and emissions to the air

DOF has several processes to ensure that direct and indirect
climate influencing activities are kept at a minimum and

consistent with the Group’s overall approach to climate
change.

Defining and measuring environmental sustainability and
risks associated with the Group’s business activities are
important. Investments in systems and equipment have been
made in order to record, understand and improve environ-
mental performance. This has been achieved through SEEMP,
IS0 14001 and the Carbon Disclosure Project (CDP).

Since 2010, the Group has reported key environmental
performance through the Carbon Disclosure Project (CDP)
and the reporting has directly influenced the development of
our Business Management System and the programs estab-
lished to manage our environmental performance.

Through continued focus on technologically advanced
vessels and an improved environmental culture on all
levels of the organisation, the Group strives to achieve
the objective of a reduction in CO2 emissions through
reduced fuel consumption.

Continuous improvement of our operations

It is the view of the Board of Directors that continuous
improvement helps to reduce risk, improve performance
and align ways of working. Through the Group’s Yearly
Improvement program over the past years, the Group has
streamlined and systematised its improvements work. Based
on a thorough planning, improvement projects have been
carried out through the Group’s value chain, focusing on
standardisation and improved efficiency. The improvement
initiatives will continue in 2019.

The Group has increased alignment of technical solutions and
alignment between worksites and organisational units to
establish stronger teams globally and improve efficiency. A
‘step-change’ was achieved by improving processes across the
entire vaiue chain, including execution of subsea projects and
operation of vessels and assets. The Group is committed to
continuously improve its processes and systems.
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Risk Management and Compliance

The Group's risk management and internal control are based
on principles in the Norwegian Code of Practise for Corporate
Governance. The Board of Director’s view is that continuous

improvement of the Group’s operations in a systematic manner
is a necessity in order to manage risks and realise opportunities
to ensure efficient operations in line with the stakeholder’s
expectations.

The Group has established routines for weekly, monthly and
quarterly reporting regarding operations, liquidity, financing,
investments, HSEQ, HR, taxes and legal performance. Five-year
financial forecasts including information on market assump-
tions are prepared on a regular basis. The Group carries out
annuaily detailed budget processes at all levels. Based on
generally challenging markets the focus on Hquidity, profit or
foss forecast control and financial compliance control has been
high during the year. The Board of Directors considers the
Group's reporting procedures o be satisfactory and in compii-
ance with the requirements on risk management and internal
control.

The operational and financial processes are standardised, and
the same reporting and control structures are in use for all
companies in the Group. These processes are integrated in the
Group’s ERP system and supported by the Group’s policies,
guidelines and standards in the Business Management System {(BMS).

During the year, governing structure with regards to due
diligence processes and vendor evaluation will be strength-
ened in 2019 with a new database, that requires ail vendors to
perform a seif-assessment related to UN Global Compact and
CSR risk,

The global compliance team has been strengthened with a
compliance officer in Brazil.

Several improvement initiatives have enabled global alignment
of various software solutions and further development of a
streamlined organisation. The Group is committed to continu-
ously improve the processes and systems to support the
Group’s organisational capital.

Shareholders

There have not been any significant changes in the share structure
of the Company following a private placement in December 2017
and a subsequent share offering in February 2018, a total issuance
of 1,170,000,000 new shares at NOK 0.60 per share.

In May 2018 the shares in the Company were consolidated in
the ratio 10:1 divided into 290,422,918 shares at new nominal
value of NOK 5.
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By 31 December 2018 the Company equity consists of a
share capital of NOK 1,466,188,895 divided into 293,237,779
shares each with a nominal value of NOK 5, and 232,183,885
outstanding bonds in the Subordinated Convertible bond
established in August 2016. The Bondholders may convert
their bonds to shares in the Company at NOK 10 per share
and as of 31 December 2018 a total of 43,398,618 bonds
have been converted. The Bondholders will be treated as
shareholders in the event of a merger of the Company, split
or consolidation of shares, de-merger or issue of convertible
loans. The Bondholders have equal rights as shareholders to
receive dividend payments and other distributions to
shareholders in the Company. The remainder of the
Subordinated Convertible Bond will be converted to shares
before July 2021.

The share price was NOK 3,20 by 31 December 2018. Magster

Mohn Offshore AS as the main shareholder owned 51.4% and
47.6% (on a fuily diluted basis).

Financial performance

Group revenue in 2018 totalled NOK 6,051 million (NOK 6,665
million), with an operating profit before depreciation and
finance (EBITDA) of NOX 1,629 million (NOK 1,798 miilion).
The drop in revenue and EBITDA compared to 2018 is mainly
related to reduced activity from Subsea IMR projects and less
earnings from the AHTS fleet operating in the short term- and
spot markets. The fleet in Brazil has shown stable revenue and
earnings, but has been impacted by idle time between contracts.
The Group has taken delivery of one newbuild (PLSV), and this
vessel was on-hire and started operation in the middle of June.

Consolidated Statement of Profit or Loss

Arnocunts in NOK mition 2018 2017 Change
Qperating ravenuaw 5051 5 665 -9 %
EBITDA 1629 1798 9%
Depreciaticn and impairment 1754 -2158 19%
EBIT 125 -358 85 %

Operating profit amounted to NOK -125 million (NOK -358
million) and has been impacted by depreciation and impair-
ment of in total NOK 1,754 million (NOK 2,156 million). Total
depreciation is NOK 1,063 million (NOK 1,145 million) and
increased depreciation partly reflects change in principles for
the PSV and AHTS fleet. Total booked impairment is NOX 691
million (NOK 1,146 million} and in addition NOK 50 million
(NOK 187 miilion) has been booked in associated companies
and joint ventures. The basis for the impairment is fair market
values received from two independent brokers and value in use

calculations. The drop in fair market values was reduced after
2nd d quarter and the largest drop in vaiues has been for the
oldest part of the fleet. The fair market values of the Brazilian
flagged fleet and the high-end AHTS and Subsea fleet has not
dropped significantly during the year.

The Group applies hedge accounting for parts of the revenues
related to the Brazil operation. These operations are based on
long-term charter contracts in USD secured with debt in
corresponding currency.

Net financial items in 2018 totalled NOK -1,435 million (NCK
-763 million), of which the net realised and unrealised loss
amounts to NOK -631 million (NOK 123 million). Interest costs
were NOK -925 million (NOK -967 million}.

The Group reported a loss before tax for 2018 of NOK -1,560
million (NOK -1,120 million) and loss after tax of NOK -1,502
million (NOK -1,355 million). Adjusted for other comprehen-
sive income the net result is NOXK -1,705 million (NOK -1,299
million).

The consolidated balance sheet at year-end 2018 totalled NOK
26,465 million (NOXK 28,075 million}. Non-cwrrent assets mainly
comprise vessels, subsea equipment and investments in
associated companies and joint ventures. The Group had by end
of the year one vessel under construction, owned by a joint
venture and presented as associated companies and long-term
receivables. The Group’s deferred tax asset totalled NOK 898
million (NOX 715 million) and goodwill of NOK 295 million
(NOK 324 million).

Consolidated Statement of Balance Sheet

Arnounts in NOK rilion 31122018 31122017 Change
Non-current assets 22815 22855 -4 %
Cash and cash equivalents 1932 2238 14 %
Equity 5778 7342 21 %
Net interest bearing debt 17 083 16 802 2%

The Group reported net interest-bearing debt of NOX 17,089
million (NOX 16,802 million) as of 31 December 2018. The
current portion of non-current Habilities due for payment in
2018 totals NOK 3,534 million (NOK 2,097 million}, and
represent scheduled amortisation the next 12 months of NOK
1,585 million, balioon payments of NOX 1,389 million and
dravm credit facilities of NOX 400 million.

Net cash flow from operating activities for the Group was NOK
1,637 million (NOK 1,705 million) and after interest and taxes
paid NOXK 701 miilion (NOK 746 million). Net cash flow from
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investing activities was NOK -511 million (NOK -955 million).
Cash flow from financing activities was NOK -430 million
(NOK 263 million} and includes among others a new bond ioan
in DOF Subsea and the private placement completed in the
Company in February.

Cash and cash equivalents for the Group at 31 December 2018
totalled NOK 1,932 million (NOK 2,238 million) of which NOK
316 million (NOX 394 million) is restricted cash.

Parent company financial statements

The parent company financial statements show revenue of
NOK 22 million (NOX 155 million) and an operating profit of
NOK -21 million (NOK -20 million). Net financial items are

NOK -503 million (NOK -1,247 miilion). Loss before taxes

was NOK -524 million (NOK -1,267 million).

The parent company’s balance sheet as of 31 December 2018
totals NOK 6,770 million (NOK 7,796 million), of which booked
equity totailed NOK 6,116 million (NOX 6,409 million). By
December 2018 the Company has no external debt.

Financing and capital structure

The Group's operations are essentially financed via long-term
loans secured with vessels and related equipment, unsecured
bond loans and equity. The Group’s bond debt represents by
year-end 14% of the total external debt. Export credit funding,
mainly GIEK/Export Credit Norway and BNDES (Brazilian
Development Bank) represents 39% and the remaining part,
47%, is funded via reputable international banks.

The Group's has since 2003 built vessels in Brazil and all new-
builds have been financed by BNDES, with fenor up to 18 years,
and fixed interest rate for the entire duration of the loans. The
vesseils buiit in Norway are mainly financed by Export Credit
Norway, with a maturity of I2 years, and with GIEK and
commercial banks providing guarantees and via ordinary bank
loans, ail secured by mortgages.

The Group completed a comprehensive refinancing program in
2016 including conversion of bond loans by establishment of a
convertible bond loan in the Company. The bondholders in the
convertible loan are as mentioned above obliged to convert their
bonds to shares within a period until August 2021, hence the
convertible bond loan has since registration been classified as
equity. The initial value of the bond loan was NOK 1,032.5 million
and outstanding loan by December 2018 was NOX 232 million.

A 2nd comprehensive refinancing was completed in the Company
in February 2018 via a subsequent offering of NOK 202 miilion
after a private placement of NOK 500 million in December 2017.
The refinancing further inciuded a share issue in DOF Subsea of
NOK 500 million, an agreement with the DOF Subsea bondhoid-
ers in DOFSUBO7 to extend the maturity from May 2018 to May
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2020, and an agreement with the banks in the DOF Rederi 3,8 bn
facility to extend soft terms untit 2021

DOF Subsea AS completed successfully a new unsecured bond
issue of NOK 900 million with maturity in November 2023,
Net proceeds from the new bond issue were partly used to
refinance existing bonds and for general corporate purposes.

Vessels and equipment constitute 82% of the Group’s total
assets. The Group's asset values are sensitive to the fair market
values received from two independent brokerage companies.
The broker estimates received during 2nd half 2018 indicates
reduced adjustments in fair market values versus for lst half of
the year and for some vessels the drop has flattened out. The
PSV markets have improved, but there is still an oversupply of
vessels and rates are still low compared to pre-crises levels. The
AHTS markets have been weak in 2018 and so far in 2019. The
markets for subsea services are still influenced by oversupply
and low earnings, but activity levels are expected to increase.
Overall the Board expects that 2019 will be a challenging year
for the Group's industry, hence there is still a risk that the fair
market value of the Group’s fleet may continue to drop.

The main financial covenants for the Group (excluding DOF
Subsea) are minimum free liguidity of NOK 500 million, LTV
(Loan to value) clauses of the vessels and minimum booked
equity of NOK 3,000 million. The subsidiary, DOF Subsea, has
similar financial covenants and in addition a requirement of
minimum value adjusted equity of 30%. By year-end the Group
was in compliance with its financial covenants, ref note 22 to
the accounts. A JV owned by the Company and Akastor AS has
an agreement with its banks to waive the LTV clauses for the
fleet until July 2020. The Company is the guarantor for 50% of
the external debt in this JV.

The Group is mainly exposed to NOK and BRL against USD and
during 2018 there have been significant variances in currencies.
Unrealised loss on foreign exchange totals NOK -584 million
(NOX 399 million), of which NOK -288 million (NOK 245
million) is booked via net financial costs and NOX -296 million
(NOK 154 million) is booked as other comprehensive income
(before tax). The currency variences in 2018 have increased the
interest bearing debt with NOK 534 million (NOK -536).

Risk

Financial and liouidity risk

The Group is exposed to financial and liquidity risk through
the continuous requirement for refinancing and conversion of
existing vessels. The vessel under construction is secured
fong-term financing and has been delivered by date of this
report.
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Over the past years, the Group has executed a substantial
newhbuilding programme and has achieved satisfactory new
long-term financing and refinancing for its fleet, mainly due to
the stable market values of the Group’s newest fleet, high
contract coverage and a long-term relationship with the banks.
A sustained weak market has however caused a reduction in
market values for the Group's fleet and reduced the backlog. A
continued depressed market and decline in vesse} values may
increase the risk for future refinancing of the Group’s fleet and
may further cause additional impairments going forward, which
in turn will have a negative impact on financial and liquidity
position for the Group.

The Norwegian high yield bond market has historically been
an important financing resource for the Group. However due
to the depressed market and several debt-restructuring within
the OSV segment, the bond market has practicaily closed. The
subsidiary, DOF Subsea, has however through this down turn
successfully issued new bonds whereof the latest issuance was
in November 2018,

Currency risk

The Group is exposed to fluctuations in exchange rates as the
Group’s income is mainly generated in another currency than
NOK. Financial risk management is provided by a central
treasury department with the objective of minimising any
negative impact on the Group’s cash flow and financial resuits.
Financial derivatives are utilised when suitable to hedge such
exposure. Alternatively, the Group's iong-term debt is adapted
to earnings in the same currency. The Group has implemented
hedge accounting for parts of the revenues with the objective to
reduce the volatility for the Group’s operating and financial
results in the future.

Interest rate risk

The Group is exposed to changes in interest rates as parts of
the Group’s Habilities have a floating rate of interest. The
Group has reduced its interest rate exposure by entering into
interest rate swap agreements. Moreover, all vessels with
financing via BNDES in Brazil are secured at a fixed rate of
interest throughout the duration of the loan.

Of the Group's total long-term debt, 74% has a fixed rate of
interest, and this includes financing via BNDES and Export
Credit Norway.

Cradit risk

The Group's credit risk has historicaily been low as the Group's
customers traditionally have had good financial capability to

meet their obligations and have had high credit ratings. The

sustained challenging market situation has resuited in changes
to the credit ratings for some of the Group’s customers, and

thereby increased the credit risk. Historically, the portion of
receivables not being collectable has been low.

Warket and price risk

The Group is exposed to cost increases in general, including
conversions of vessels and costs related to delayed deliveries.
The majority of the Group's conversion contracts and
class-dockings with the yards are based on fixed prices. The

Group attempts to reduce price risk by signing contracts with
suppliers with the necessary financial strength and expertise o
complete projects in accordance with agreements.

The Group is exposed to market fluctuations which may result
in lower utilisation and reduced earnings for the Group’s vessels
and services. Attempts are made to reduce this risk by entering
into contracts that secure long-term charters for the main
portion of the fleet.

The market has further deteriorated in all regions where the
Group operates and has negatively impacted the earnings and
utilisation of the Group’s fleet. If a sustained challenging market
sifuation will continue, the counter-party risk will increase and
contracts may be cancelled or not renewed.

Tax risk

The Group has a global organisation operating vessels and
delivering services in several different tax jurisdictions. Income
and profit from these operations are subject to income taxes
and judgment may be involved when determining the taxable
results. Tax authorities in different jurisdictions may challenge
calculation of taxes payable from prior periods through tax
audits. Several tax audits have been conducted over the iast
couple of years, where some of the tax claims are disputed by
the Group. In general, attention from tax authorities is
increasing, and the trend is that each individual country has
increased focus on protecting their tax base. OECD and G20
countries” implementation of the Base Erosion and Profit
Shifting (BEPS) reporting regime in 2016 is expected to give tax
Jjurisdictions a better basis to evaluate profit for companies
operating in a global market. The Group is in compliance with
the BEPS reporting requirements.

(Going concern

To secure sufficient equity and liquidity through challenging
markets, the Group has completed comprehensive refinancing
programs both in 2016 and in 2017/18 which in total have

reduced the net debt by approximately NOK 3,800 million. The
Group has further agreed soft terms on instalments on parts of
the Group’s secured debt.

The consolidated financial statements and the Parent Company’s
financial statements are submitted on a going concern
assumption, in accordance with IAS 1. This assumption is based
on the Group’s budget and liguidity forecast for 2019 and the
current backlog for the Group.

Profit & loss allocation

The parent company financial statements have returned a
foss of NOK 484 miilion. The Board of Directors proposes to
allocate this figure against other reserves.

The consolidated financial statements have returned a ioss of
NOK 1,502 million, and total comprehensive loss of NOK -1,705
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million, of which NOK -198 million is attributed o non-con-
trolling interests, NOK -1,145 million is allocated to other
reserves and NOK -362 million from share premium.

Events after balance sheet date

The Group’s last newbuilding, Skandi Olinda, was delivered
early January from the Brazilian yard and was on-hire on an
8-year contract with Petrobras on 13th of February 2019. The
vessel is owned by a JV owned 50,50 by DOF Subsea and
TechnipFMC.

The Group has been awarded several contracts year to date in
2019, ref. note 35 to the accounts.

Outloak

There are signs of increased activity globally and with the
North Sea currently as one of the most active areas. The trend
for an increased demand for large PSVs has continued into
2019, but for the AHTS fleet the volatility both in earnings and
utilisation is still high. The Subsea IMR market is still challeng-
ing, but the utilisation is expected to improve in 2019.

The Group will maintain its strategy to secure the fleet on term

DOF ASA

contracts and is actively working on keeping the firm employ-
ment of the fleet as high as possible. The Group will continue
its focus to reduce costs and to adjust its capacity to the
challenging markets.

The Group’s backlog has increased the last few months due to
several contract awards and by February the backlog is 60% for
2019. The majority of the Group’s high-end vessels are commit-
ted on firm contracts and represent the largest portion of the
Group’s backiog. The Board of Directors is satisfied with the fact
that the DOFCON JV has completed its newbuilding program
and that all four PLSVs have started on long term contracts in
Brazil. A continuing weak market will however increase the risk
of lower utilisation and earnings of the Group’s vessels and as
such a risk for further deterioration of the vessel values and an
increased liquidity risk for the Group.

The Board of Directors expects the markets in 2019 to remain
challenging, but slightly better than 2018, still the uncertainty
regarding earnings going forward is high. The Group’s global
presence and a flexible business model within the subsea

segment, in a combination with high backlog and start-up of

new contracts, are expected fo secure decent utilisation.

The Board of Directors is thankful for the effort from all
employees in 2018.

Storebe, March 15%, 2019
The Board of Directors for DOF ASA
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Helge Magster
Chairman

AL

Frederik W. Mohn
Director

Heige Singelstad
Deputy Chairman

Marianne Magster
Director

Kathryn M. Baker
Director

Mons S. Aase
CEO
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Amounts in NOK rilicn Note 2018 2017
Gperating income 8051 G 665
Payroll expenses -2 860 -3 119
Other operating expenses -1 540 -1821
Share of net profit of joint ventures and associates 277 62
Net gain liossi on sale of tangiole assets L 2 2
Operating expenses -4 422 -4 867
Gperating profit before depreciation and impairment - EBITDA 1629 1798
Depreciation 1063 -1 010
Impairment -691 <1148
Operating profit - EBIT -125 -358
Finance incorne s 121 52
Finance costs -825 087
Rezlised currency gain (loss; -341 -186
Unrezlised currency gain (loss) -288 245
Net change in unrealised gain (ioss) on derivatives il -2 G4
Net financial items -1 435 763
Profit foss) before taxes -1 560 -1 120
Tax incomne [cost} 11 57 -235
Profit floss} for the year -1 502 -1 355
Attributable to:

roling interest -235 112

g interast 1267 1243
Eamings per share (NOKj L2 -4.09 -6.18
Diuted earnings per share INOK]) (e} -409 818

Consolidated Statement of Comprehensive Income

Profit floss} for the year -1 502 -1 355
Gther comprehensive income, net of tax
ftems that may be reclassified to profit or loss
Currency translation differences -88 -62
Cash flow hedge -260 118
Share of cther comprehensive incorre of joint ventures and asscciatas R 123 1
Total -205 53
ftems that not will be reclassified to profit or loss
Defined benefit pian actuarial gains (lossest 8 3 3
Total 3 3
Total ather comprehensive income for the year, net of tax -202 57
Total comprehensive income for the year net of tax -1 705 -1 288
Attributable to:
Non-controling interest -198 120
Controfing interest -1 506 1178
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Consolidated Statement of Balance Sheet

ANNUAL REPORT 2018

Arncunts in NOK mmilicn Note 31122018 31122017
Assets

Tangible assets 18 898 20867
Goodwill 285 324
Deferred tax assets 858 715
Investments inoint ventures and associated companies 1547 1021
Ner-current receivables 1177 11289
Total non-current assets 22815 23885
Trade receivables 1312 1580
Other current assets 408 401
Current assets 1718 1881
Restricted deposits 316 394
Cash and cash equivalents 1618 1845
Cash and cash equivalents included restricted deposits 1932 2238
Total current assets 3650 4219
Total assets 26 465 28075
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Amounts in NOK milien Mat 31122018 31122017
Equity and liabilities

Paid-in equity 20 3277 3383
Other equity 232 1444
Nen-controling interests 2269 2505
Total equity 5778 7342
Bond loan 2480 1814
Debt to credit institutions 13007 15028
Crther non-curent liabilities 80 142
Non-current lisbilities 15578 17085
Current bond loan and debt to credit institution 3678 2235
Trade payabies 808 874
Other current abikties 623 539
Current liabilities 5110 3648
Total fiabiiities 20687 20733
Total equity and liabilities 26 465 28078

4y

Helge Magster
Chairman

AL

Frederik W. Mohn
Director

Storebe, March 15%, 2019
The Board of Directors for DOF ASA

Heige Singelstad
Deputy Chairman

M?MM_/

Marianne Magster
Director

Kathryn M. Baker
Director
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CEO
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Consolidated Statement of Changes in Equity

Paid-in equity Cther equity Non-
i Total
Curreney Totai | controlling equity
Share Share  Paid-in | Contributed ~ Retaired  translaton  Cash flow other | nterest

Amounts in NOK million capital premium equity capital  earnings  differences hedge equity
Balance at 01.01.2018 1276 2117 3393 276 1473 232 -537 1444 2505 7342
Profit (loss) for the vear -362 -362 -906 - 906 235 1502
Orther comprehensive income net of tax - 20 -260 -239 37 -202
Reclassification between CTA and cash fiow hedge - 57 57 -
Total comprehensive income for the year -362 -362 -305 -36 203 1145 -198 -1 705
Converted bond 22 22 43 -43 - -43 -
Share ssue settled in cash 168 34 202 11 -11 181
Dividend to non-controiling interest - =31 -31
IFRS 9 implermentaticn effect -17 -17 -9 25
Adjustreent of merger effact 4 4 2 G
Total transactions 180 55 245 -43 24 - -67 -38 141
Balance at 31.12.2018 1488 1811 3277 232 544 196 740 232 2269 5778
Balance at 01.01.2017 751 1925 2675 493 1840 309 -693 1950 3521 81486
Profit (loss) for the vear 1243 - 1243 112 1355
Orther comprehensive income net of tax -14 -37 118 55 -8 57
Reclessification between CTA and cash fiow hedge -40 40 - -
Total comprehensive income for the year 1257 77 156 1178 -120 -1288
Converted bond 109 109 218 218 - -218 -
Share ssue settled in cash 417 83 500 -8 B 494
Dividends - - -
Changes in non-controlling interests - 596 596 -886 -
Total transactions with owners 525 182 718 218 880 - 672 -886 494
Balance at 31.12.2017 1276 2117 3303 276 1473 232 -537 1444 2505 7342

Convertible bond lean is classified as contributed capital. Flease see note 22 for more information about the convertible bond.
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Amounts in NOK rilion Note 2018 2017
COperating profit -125 358
Depreciation and impairment 1754 2155
Profit/loss on disposal of tengible assets -2 -2
Share of net incorme of asscciates and joint ventures =277 -62
Change in trade receivabies 267 74
Change in trade payables -65 167
Change in otner werking capital 201 258
Exchange rate effect on operating activities -116 25
Cash from operating activities 1837 17056
Interest received 19 59
Interest paid -820 -956
Tax pad -34 -62
Net cash from operating activities 701 748
Payments received for sale of tangiie assets 2 g1
Purchase of tangible assets -510 -887
Purchase of shares -22 17
Receved dividends - 5
Net cash fiow from cther non-current receivables 20 -136
Net cash used in Investing activities -511 -855
Proceeds from borrowings 22 18629 2343
Repayment of bor-owings -2218 -2574
Share ssue 191 494
Nen-controling interest -31 -
Net cash flow from financing activities -430 263
Net changes in cash and cash equivalents 239 54
Cash included restricted cash at the start of the period L% 2238 2182
Exchange gainfioss on cash and cash equivalents -87 -7
Cash included restricted cash at the end of the period (5] 1832 2238

Restricted cash amounts to NOK 316 million (NOK 394 million) and is inchided in the cash. Changes in restricted cash is reflected in the cash flow. For further

information, please refer to note 19 ‘Cash and cash eguivalents’.

19.08.2020 kl 11:44

Brgnngysundregistrene

Side 31 av 108



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

22

DOF ASA ANNUAL REPORT 2018

Notes to the Consolidated Financial Statements

NOTE

1 Generai

2 Summary of significant accounting principies
3 Financial risk managamesnt

4 Accounting estimates and asssssments
5  Msanagement reporting

§  Segmentinformation

7 Opersting incoms

8 Payrollexpensses

9 Other operating expanses

1G Financial income and sxpenses

11 Tax

12 Eamings per shars

13 Goodwill

14 Tangible assets

15 Leases

16 Non-currentreceivables

17
ie

20
21
22
23
24

3

w

irade receivable

Gther current assets

Cash and cash equivalents

Shars capital and share information
Non-controlling interest

Interest bearing debt

Cther non-current liabilities

frade payables

> Gther current liabilitiss
> Hedaing activities

7 Financial assets and liabilities

Information on ths balance shest
Guaraniss
Reiated parties

Remunsration to executives,
Board of Directors and suditor

Companies within the Group

Investments in jointly controlled
companies and associated companies

Significant acquisitions in the year
Contingsncles

Subssguent events

36 Adoption of new standard - IFRS 16 Leases

37

Foreign exchange rates

56
58
c8

59
&0

60
64
64
85
65
67

19.08.2020 kl 11:44

Brgnngysundregistrene

Side 32 av 108



__- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

DOF ASA ANNUAL REPORT 2018 23

Notes to the Consolidated Financial Statements

1 General

DOF ASA is a public limited company registered in Norway. The head
office is located at Storeba in the municipality of Austevoll, Norway.

DOF is involved in business of industrial offshore activities as owner
and operator of modern offshore vessels.

DOF ASA is the parent company of a number of companies, as speci-
fied in note 31

The Group’s activities comprise three segments, as specified in note 6.

The Annual Accounts were approved for publication by the Board of
Directors on 15 March 2019.

The financial report is divided in the Group accounts and the parent
company account. The report starts with the Group accounts.

If not stated otherwise all amounts in the notes are in NOK million.

2 Summary of significant accounting principles

The consolidated financial statements of the Group have been
prepared in accordance with International Financial Reporting
Standards as adopted by the EU.

The consclidated financial statements have been prepared in
accordance with the historical cost convention with the following
exceptions: financial instruments at fair value through profit or loss.

Going concern

The consolidated financial statements and the Parent Company's
financial statements are prepared based on a going concern assump-
tion, in accordance with IAS 1. This assumption is based on the
Group’s budget and liquidity forecast for 2019 and the current con-
tract backlog for the Group.

Consolidation principles

Subsidiaries are all entities over which the Group has control. The
Group controls an entity when the Group is exposed to, or has rights
to, variable returns from its involvement with the entity and have
the ability to affect those returns through its power over the entity.

Subsidiaries are fully consolidated from the date on which control is

transferred to the Group. They are deconsolidated from the date that
control ceases.

The Group applies the acquisition method for business combinations.
The consideration transferred for the acquisition of a business is the
fair values of the assets transferred, the liabilities assumed and the
equity interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from a con-
tingent consideration arrangement. Identifiable assets acquired and
liabilities and contingent liabilities assumed in a business combination
are measured initially at their fair values at the acquisition date. The
Group recognises any non-controlling interest in the acquiree on an
acquisition-by-acquisition basis, either at fair value or at the non-con-
trolling interest’s proportionate share of the recognised amounts of the
acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

Any contingent consideration to be transferred by the Group is recog-
nised at fair value at the acquisition date. Subsequent changes to the
fair value of the contingent consideration classified as asset or liability is
recognised in profit or loss. Contingent consideration classified as equity
is not re-measured.

Goodwill is measured as the excess of consideration transferred plus the
amount of non-controlling interest and fair value of any previously held
equity interest less the fair value of the identifiable net assets acquired
in the business combination. When this amount is negative, the differ-
ences is recognised in profit or loss.

Inter-company transactions, balances and unrealised gains on trans-
actions between group companies are eliminated. When necessary,
amounts reported by subsidiaries have been adjusted to conform to the
Group's accounting policies.

Transactions with non-controlling interests that do not result in
loss of control are accounted for as equity transactions - that is. as
transactions with the owners in their capacity as owners. The ditfer-
ence between fair value of any consideration paid and the relevant
share acquired of the carrying value of net assets of the subsidiary is
recorded in the consolidated statement of changes in equity. Gains or
losses on disposals to non-controlling interests are also recorded in the
consolidated statement of changes in equity.

Joint arrangements and associates

Investments in jointly controlled companies are classified as either
Jjoint operations or joint ventures depending on the contractual rights
and obligations for each investor. DOF Group has assessed the nature
of its jointly controlled companies and determined them to be joint
ventures. Joint ventures are accounted for using the equity method.

Associates are all entities over which the Group has significant
influence but not control, generally accompanying a shareholding of
between 20% and 50% of the voting rights, Investments in associates
are accounted for using the equity method of accounting.

Under the equity method of accounting, interests are initially recog-
nised at cost and adjusted thereafter to recognise the Group’s share
of post-acquisition profit or loss and movements in other comprehen-
sive income. When the Group’s share of losses equals or exceeds its
interest in the investee (which includes any long-term interests that,
in substance, form part of the Group’s net investments in the investee),
the Group does not recognise further losses, unless it has incurred obli-
gations or made payments on behalf of the investee.

Unrealised gains on transactions between the Group and its investee
are eliminated to the extent of the Group’s interest in the investee.
Unrealised losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

If the ownership interest in an investee is reduced but significant influ-
ence is retained, only a proportionate share of the amounts previously
recognised in other comprehensive income is reclassified to profit or
loss where appropriate.

The Group determines at each reporting date whether there is any
objective evidence that the investment in the investee has been
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount of the
investee and its carrying value, recognising the amount in ‘share of
income of associates and joint ventures’ in the profit or loss.
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Accounting policies of the joint ventures have been changed where nec-
essary to ensure consistency with the policies adopted by the Group.

Segment reporting

The Group's reporting format is determined by business segment,
and the Group operates within three business segments:

1) PSV (Platform Supply vessel)

2) AHTS (Anchor Handling Tug Supply Vessel)

3) Subsea (Subsea vessel and subsea engineering)

The segment reporting is presented according to internal management
reporting, based on the proportionate consolidation method of account-
ing for joint ventures. The bridge between the management reporting
and the figures reported in the financial statements is presented in the
note 5.

Conversion of foreign currency

a) Foreign currency

Items included in the financial statements of each of the Group's
entities are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency”).
The functional currency is NOK, USD, BRL, GBP and AUD, The consol-
idated financial statements are presented in Norwegian Kroner (NOK).

b) Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the transaction date.
Foreign exchange gains and losses resulting from the settlement of
such transactions are presented as realised currency gain/loss under
financial items. Similarly the conversion at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies
are recognised as unrealised currency gain/loss.

¢) Group companies

Group entities that have a functional currency which differs from the
presentation currency are converted into the presentation currency
as follows:

L. assets and liabilities are converted to the presentation currency at
the foreign exchange rate at the end of the reporting period,

IL income and expenses are converted using the average rate of
exchange, and

IIL all resulting exchange differences are recognised in other compre-
hensive income and specified separately in the consolidated statement
of changes in equity.

When the entire interest in a foreign entity is disposed of or control
is lost, the cumulative exchange differences relating to that foreign
entity are reclassified to profit or loss.

Classification of assets and Habilities

Assets are classified as current assets when:

+ the asset forms part of the entity’s service cycle, and is expected to be real-
ised or consumed over the course of the entity’s normal operations; or

+ theassetisheld for trading; or

» theasset is expected to be realised within 12 months after the reporting
period

All other assets are classified as non-current assets.

Liabilities are classified as current liabilities when:

+ the liability forms part of the entity’s service cycle, and is expected to
be settled in the course of normal production time; or

+ the liabilityis held for trading; or

+ settlement of the liability has been agreed upon within 2 months
after the reporting period; or

+ the entity does not have an unconditional right to postpone settlement
of the liability until at least 12 months after the reporting period.

All other liabilities are classified as non-current liabilities.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and deposits held
at call with banks. Restricted deposits are classified separately from
unrestricted bank deposits under cash and cash equivalents. Restricted
deposits include deposits with restrictions exceeding twelve months.

Trade receivables

Trade receivables are amounts due from customers for services per-
formed in the ordinary course of business and classified as current
assets. In addition to invoiced amounts, trade receivables also include
accrued, not invoiced revenues when the amounts are independent on
future performance. Accrued revenue under lump sum contracts are
normally classified as contract assets. These are presented together
with trade receivables and specified in the notes.

Trade receivables are recognised initially at nominal value and

subsequently measured at amortised cost. Discounting is ignored if

insignificant. An impairment analysis is performed at each reporting
period to measure expected credit losses.

Tangible Assets

Tangible assets are recognised at cost less accumulated depreciation
and accumulated impairment losses. The cost of tangible asset com-
prises its purchase price, borrowing costs and any directly attributable
costs of bringing the asset to its operating condition. If significant, the
total expenditure is separated into components which have different
expected useful lives.

Depreciation is calculated on a straight-line basis over the useful life
of the asset. Depreciable amount equals historical cost less residual
value.

Depreciation commences when the asset is ready for use. The useful
lives of tangible asset and the depreciation method are reviewed peri-
odically in order to ensure that the method and period of depreciation
are consistent with the expected pattern of financial benefits expected
to be derived from the assets.

When tangible assets are sold or retired, their cost and accumulated
depreciation and accumulated impairment loss are derecognised and
any gain or loss resulting from their disposal is included in profit or

loss.

For vessels, residual value is determined based on the estimated
fair value today as if the asset was at the end of its useful life. The
Group’s accounting policy for residual values vessels in the PSV,

AHTS and Subsea segments are described in note 4.
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Contract costs and ordinary costs related to mobilisation are capital-
ised and amortised over the contract period. Contract period is based
on best estimates taken into consideration normally initial agreed
period and probability for optional periods. A probability judgment is
performed in assessing whether the option period shall be included in
the contract period.

Azszets urider construction

Assets under construction are capitalised as tangible assets during
construction as installments are due to the yard. Building costs
include contractual costs and costs related to monitoring the project
during the construction period. Borrowing costs are added to the cost
of those vessels. The capitalisation of borrowing costs cease when the
vessel is substantially ready for their intended use. Assets under con-
struction are not depreciated before the tangible asset is in use.

Impairment of assets

All assets are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not
be recoverable. Whenever the carrying amount of an asset exceeds its
recoverable amount, an impairment loss is recognised.

The recoverable amount is the higher of an asset’s net selling price and
value in use. Where there are circumstances and evidence that impair-
ment losses recognised previously no longer exists or has decreased, a
reversal of the impairment loss is recognised, except for goodwill. For
further information on the calculation see note 4 ‘accounting estimates
and assessments’.

Feriodic maintenance
Ordinary repairs and maintenance costs of assets are expended as
incurred.

The cost of major modernisation, upgrading and replacement of parts
of tangible assets are included in the asset’s carrying amount when it
is probable that the Group will derive future financial benefits from
upgrading the assets, See note 4 for further discussion of periodic
maintenance,

Leases

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases {net of any incentives
received from the lessor) are charged to the income statement on a
straight-line basis over the period of the lease. The Group leases in
external vessels on operating leases. At the same time, the Group
leases out own vessels on both bareboat and time charter contracts.

Leases where the Group has substantially all the risks and rewards
of ownership, are classified as finance leases. Finance leases are
capitalised at the lease’s commencement date at the lower of the fair
value of the leased asset and the present value of the minimum lease
payments. The Group holds several ROVs and IT equipment under
finance leases. Each lease payment is allocated between the liability
and finance charges. The corresponding lease obligations, net of
finance charges, are included in other current and non-current liabil-
ities. The interest element is charged to the income statement over the
lease period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

DOF ASA ANNUAL REPORT 2018 25

Goodwill

Goodwill is measured as the excess of consideration transferred
plus the amount of non-controlling interest and fair value of any
previously held equity interest less the fair value of the identifiable
net assets acquired in the business combination. When the amount
is negative, the difference is recognised in profit or loss. Goodwill
comprises the difference between nominal and discounted amounts
in terms of deferred tax. synergy effects. organisational value and
key personnel and their expertise.

Goodwill is reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of goodwill may not
be recoverable. Impairment losses on goodwill are not reversed.

Gains and losses on the disposal of an entity include the carrying
amount of goodwill relating to the entity sold.

Debit

Debt is recognised initially at fair value, net of transaction costs
incurred. Debt is subsequently carried at amortised cost; any difference
between the proceeds {net of transaction costs) and the redemption
value is recognised in the income statement over the period of the bor-
rowings using the effective interest method.

Fees paid on the establishment of debt are recognised as transaction
costs of the loan to the extent that it is probable that some or all of
the facility will be drawn down. In this case, the fee is deferred until
the draw-down occurs. To the extent there is no evidence that it is
probable that some or all of the facility will be drawn down, the fee is
capitalised as a pre-payment for liquidity services and amortised over
the period of the facility to which it relates.

Interest expenses related to the borrowing are recognised as part of
cost of an asset when the borrowing costs accrue during the construc-
tion period of a qualifying asset.

Debt is classified as current liability unless the borrowing involves an
unconditional right to postpone payment of the liabilities for more
than 12 months from the reporting period. The current portion of such
debt includes undiscounted instalments due within the next 12 months.

Provisions

Provisions are recognised when, and only when, the Group faces an
obligation (legal or constructive) as a result of a past event and it is
probable (more than 50%) that a settlement will be required and a
reliable estimate can be made of the cbligation amount.

For onerous contracts provisions are made when unavoidable cost of
meeting the obligations under the contract exceed the economic benefit
to be received under the contract. The unavoidable costs under the
contract are the lower of the cost of fulfilling the contract and any
compensation or penalties arising from failure to fulfil the contract.
Unavoidable cost are costs that would not incur for the entity if it did
not have the contract.

Provisions are reviewed at the end of each reporting period and
adjusted to the best estimate. When timing is significant for

the amount of the obligation, it is measured at its present value.
Subsequent increases in the amount of the obligation due to interest
accretion are reported as interest costs.
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Contingent assets and liabilities:

Contingent assets are not recognised in the accounts, but is disclosed
in the notes to the accounts if there is a certain degree of probability
that the Group will benefit economically.

Contingent liabilities are defined as:

* possible liabilities resulting from past events, but where their
existence relies on future events;

+ liabilities which are not reported on the accounts because it is
improbable that the commitment will result in an outflow of
resources;

« lishilities which cannot be measured to a sufficient degree of
reliability.

Contingent liabilities are not reported in the accounts, with the
exception of contingent liabilities which originate from business combi-
nations. Significant contingent liabilities are presented in the notes to
the accounts, except for contingent liabilities with a very low probabil-
ity of settlement.

Eopsity
Ordinary shares are classified as equity.

Transaction costs related to equity transactions, including tax effect
of transaction costs, are recognised directly in equity.

Transactions with norrcontroliing interests

The Group treats transactions with non-controlling interests as
transactions with equity owners of the Group. For purchases from
non-controlling interests, the difference between any consideration
paid and the relevant share acquired of the carrying value of the
non-controlling interests is recorded in consolidated statement of
changes in equity. Gains or losses on disposals to non-controlling inter-
ests are also recorded in consolidated statement of changes in equity.

Raveniue recogrition

The Group recognises income in line with the transfer of promised
goods or services to customers in an amount that reflects the
consideration to which the Group expects to be intitled in exchange
for those goods or services. Operating revenue is shown net of
discounts, value-added tax and other taxes on gross rates.

a) Day rate contracts

A day rate contract is a contract where the Group is remunerated by
the customer at an agreed daily rate for each day of use of the vessel,
equipment, crew and other resources and service utilised on the con-
tract. Such contracts may also include certain lump sum payments.

Under long-term chartering the Group delivers a vessel, including crew,
to a client. The charterer determines, within the contractual limits,
how the vessel is to be utilised. Under subsea/IMR Projects the Group

utilises its vessels, equipment, crew and the onshore project organisa-
tion to perform tailor made services on the client’s installations and for
assets,

The right to use the vessel fall in under the scope of IAS 17 ‘Leases’,
and revenue is recognised over the lease period on a straight-line basis.

Distinet service components in a contract are accounted for separately
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from other promises in the contract. Where the contracts include
multiple performance obligations, the transaction price is allocated to
each performance obligation based on the stand-alone selling prices.
Revenue is recognised over time as the services are provided. The

stage of completion for determining the amount of revenue to rec-
ognise is assessed based on input or an output method. The method
applied is the one that most faithfully depicts the Group’s progress
towards complete satisfaction of the performance obligation. Progress
is usually measured based on output methods such as days.

The Group does not recognise revenue during periods when the
underlying vessel is off-hire. When the vessel is off-hire, expenses
may be incurred and paid by the Group.

Costs incurred relating to future performance obligations are deferred
and recognised as assets in the consolidated statement of financial
position. The costs incurred will be expensed in line with the satisfac-
tion of the performance obligation.

b) Lump sum contracts

A lump sum contract is a contract where the Group is remunerated by

the client to a fixed price which is deemed to include the Group’s costs,
profit and contingency allowances for risks. Any over-run of costs
experienced by the Group is for the Group’s account, unless specifically
agreed with the client in the contract.

For lump sum projects, contract revenue and expenses are recognised
over time in accordance with the stage of completion of a contract. The
stage of completion is calculated by dividing contract costs incurred
to date by total estimated contract costs. Revenue is recognised in line
with the stage of completion.

The method relies on the Group's ability to estimate future costs in
an accurate manner over the remaining life of a project. The process
requires judgement, and changes to estimates or unexpected costs
resulting in fluctuations in revenue and probability. Cost forecasts are
reviewed on a continuous basis and the project accounts are updated
in a monthly project manager’s report as a result of these reviews. The
reviews monitor actual cost of work performed project to date, the
estimate cost to complete and the estimate cost at completion. This
enables a reliable estimate for the likely outcome in terms of profitabil-
ity of each project.

As contract revenue, costs and the resulting profit are recognised as

the work is performed, costs incurred relating to future activities are
deferred and recognised as an asset in the consolidated statement of

financial position. Conversely, where revenue is received in advance of
costs being incurred, a deferred liability is recognised in the consoli-

dated statement of financial position.

Where the outcome of a project cannot be reliably measured, revenue

will be recognised only to the extent that costs are recoverable. Where
it is probable that contract costs will not be recovered, it is only costs

incurred that are recognised in the consolidated statement of compre-
hensive income.

¢) Variation orders
Additional contract revenue arising from variation orders is recognised
when it is probable that the client will approve the variation and the
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amount of revenue arising from the variation can be reliably measured.

d) Mobilisation

In contracts where the Group is remunerated for mobilisation or demo-
bilisation of vessel the remuneration is classifies as prepayment and
amortised over the contract time.

e} Dividend income
Dividend income is recognised when the right to receive payment
is established.

f) Interest income
Interest income is recognised using the effective interest method.

Current and deferred incorme tax

The current income tax charge is calculated on the basis of the tax
laws enacted or substantively enacted at the consolidated statement
at the end of reporting date in the countries where the Company’s
subsidiaries and associated companies operate and generate taxable
income, Permanent establishment of the operation will be dependent
of the Group's vessels amount operating in the period. Tax is calcu-
lated in accordance with the legal framework in those countries in
which the Group’s subsidiaries, associated companies or vessels with
permanent establishment operate and generate taxable income.

The Group periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to
interpretation and establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated accounts.

Deferred income tax is determined using tax rates (and laws) that

have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled, see note 4.

Deferred income tax assets are recognised on the bhalance sheet to
the extent it is probable that the future taxable profit will be availa-
ble against which the temporary differences can be utilised.

Deferred tax is calculated on the basis of temporary differences
related to investments in subsidiaries and associated companies,
except when the company has control of the timing of the reversal
of the temporary differences, and it is probable that reversal will not
take place in the foreseeable future.

Both tax payable and deferred tax are recognised directly in equity, to
the extent they relate to items recognised directly in equity. Similarly
any tax related to items reported as other comprehensive income is
presented together with the underlying item.

Companies under the shipping torinage tax regime

The Group is organised in compliance with the tax regime for shipping
companies in Norway. This scheme entails no tax on profits or tax on
dividends from companies within the scheme. Net finance, allowed
for some special regulations, will continue to be taxed on an ongoing
basis. In addition, tonnage tax is payable, which is determined based on
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the vessel's net weight. This tonnage tax is presented as an operating
expense.

Employee benefits
The Group operates various post-employment schemes, including
both defined benefit and defined contribution pension plans.

{a) Defined contribution plans

For defined contribution plans, the Group pays contributions to pub-
licly or privately administered pension insurance plans on a mandatory,
contractual or voluntary basis. The Group has no legal or construc-
tive obligations to pay further contributions if the fund does not hold
sufficient assets to pay all employees the benefits relating to employee
service in the current and prior periods.

The contributions are recognised as employee benefit expense when
they are due. Prepaid contributions are recognised as an asset to the
extent that a cash refund or a reduction in the future payments is
available.

(b} Defined benefit plans

A defined benefit plan is a pension plan that is not a defined contribu-
tion plan. Typically defined benefit plans define an amount of pension
benefit that an employee will receive on retirement, usually dependent
on one or more factors such as age, years of service and compensation.

The liability recognised in the balance sheet in respect of defined benefit
pension plans is the present value of the defined benefit obligation at
the end of the reporting period less the fair value of plan assets. The
defined benefit obligation is calculated annually by independent actuaries
using the projected unit credit method. The present value of the defined
benefit obligation is determined by discounting the estimated future
cash outflows using interest rates of high-quality corporate bonds that
are denominated in the currency in which the benefits will be paid, and
that have terms to maturity approximating to the terms of the related
pension obligation.

Actuarial gains and losses arising from experience adjustments and
changes in actuarial assumptions are charged or credited to equity
through other comprehensive income in the period in which they arise.

Past-service costs are recognised immediately in the income
statement.

Financial assets

From 1 January 2018 the Group classifies its financial assets in the
following categories: fair value through other comprehensive income
(FVOCI), fair value through profit and loss (FVTPL), and amortised
cost. The classification of financial assets under IFRS 9 is gener-
ally based on the business model in which a financial instrument is
managed and its contractual cash flow characteristics. Classification of
financial assets is determined at initial recognition and is not reclas-
sified subsequently unless the Group changes its business model for
managing financial assets,

A financial asset shall be measured at amortised cost if both of the

following conditions are met and it is not designated at FVTPL:

* the financial asset is held within a business model whose objective is
to hold financial assets in order to collect contractual cash flows and
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* the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.

A financial asset shall be measured at FVOCL if both of the following
conditions are met and it is not designated at FVTPL:

* the financial asset is held within a business model whose objec-
tive is achieved by both collecting contractual cash flows and selling
financial assets and

* the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.

All financial assets not classified as measured at amortised cost or
FVOCI as described above are measured at FVTPL. This includes all
derivative financial assets (see note 27). On initial recognition, the
Group may irrevocably designate a financial asset that otherwise meets
the requirements to be measured at amortised cost or at FVOCI as at
FVTPL if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise.

In assessing whether the contractual cash flows are solely payments

of principal and interest, the Group considers the contractual terms

of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount
of contractual cash flows such that it would not meet this condition.

In making this assessment, the Group considers:

* contingent events that would change the amount or timing of cash
flows;

* terms that may adjust the contractual coupon rate, including varia-
ble-rate features;

* prepayment and extension features; and

* terms that limit the Group’s claim to cash flows from specified assets

a) Financial assets at FVTPL

The assets are subsequently measured at fair value, Net gains and
losses, including any interest or dividend income, are recognised
in profit or loss. However, see note 26, for derivatives designated as
hedging instruments,

b) Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by impair-
ment losses. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.

¢) Equity investments at FVOCI

These assets are subseguently measured at fair value. Dividends are
recognised as income in profit or loss unless the dividend clearly
represents a recovery of part of the cost of the investment. Other
net gains and losses are recognised in OCT and are never reclassified

to profit or loss.

d) Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred
and the Group has transferred substantially all risks and rewards of
ownership.
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&) Impairment

The Group assesses at the end of each reporting period the expected
credit losses for a financial asset or a group of financial assets. See the
separate paragraph in this note regarding trade receivables.

Derivative financial instruments and hedging activities
Derivatives are initially recognised at fair value on the date a derivative
contract is entered into and are subsequently remeasured on a contin-
uous basis at fair value. The method of recognising the resulting gain
or loss depends on whether the derivative is designated as a hedging
instrument, and if so, the nature of the item being hedged. The Group
has various types of hedging relationships that are not documented as
hedge accounting and measured at fair value with the resulting gain or
loss recognised immediately in the profit or loss.

The whole carrying amount of a hedging derivative is classified as
a non-current asset or liability when the remaining maturity of the
hedged item is more than 12 months, and as a current asset or liability
when the remaining maturity is less than 12 months. Trading deriva-
tives are classified as a current asset or liability.

The fair values of various derivative instruments used for hedging pur-
poses are disclosed in note 26.

Hedge accounting

The Group applies hedge accounting hedging of USD/BRL spot
exchange rate risk arising from highly probable income denominated
in USD.

Movements on the hedging reserve are shown in the consolidated
statement of changes in equity and also recognized in other compre-
hensive income, and the carrying amount of the hedging instrument,
net present value of the hedget items, the effective portion of the cash
flow hedges and the gain (losses) on hedges are disclosed in note 26.

At the inception of the transaction, the Group documents the relation-
ship between hedging instruments and hedged items, as well as its risk
management objectives and strategy for undertaking various hedging
transactions. The Group also documents its assessment, both at hedge
inception and on an ongoing basis. of whether the hedging instruments
that are used in hedging transactions are highly effective in offsetting

changes in fair values or cash flows of hedged items.

The effective portion of changes in the fair value of hedging instruments
that are designated and qualify as cash flow hedges is recognised
in other comprehensive income. The gain or loss relating to the ineffec-
tive portion is recognised immediately in the income statement.

Subsequent events

New information and other events that provide evidence of conditions
that existed at end of the reporting period is included in the accounts.
Events occurring after the reporting period, which do not impact the
Group's financial position, but which have a significant impact on
future periods, are disclosed in the notes to the accounts.

Use of estimates

The preparation of financial statements in conformity with IFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgment in the process of
applying the Group’s accounting policies. The areas involving higher
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degree of judgment or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements are
disclosed in note 4. Changes in accounting estimates are recognised in
profit or loss for the period in which they occurred. If the changes
also apply to future periods, the effect of the change is distributed
over current and future periods.

Consolidated staterment of cash flows
The statement of cash flows is prepared in accordance with the indi-
rect model.

Governmment grants

The Group recognises grants when it is reasonably secured that it will
comply with the required conditions for the grant and the grant will
be received. The Group receive grants related to the net salary scheme
for vessel. These government grants are presented as a deduction in the
Payroll expenses in the profit or loss.

New standards, amendments and interpretations adopted
by the Group

The Group applied IFRS 15 ‘Revenue from Contracts with Customers’
and IFRS 9 ‘Financial Instruments’ 1 January 2018. The nature and
effect of the changes resulting from the adoption of these new account-
ing standards are described below. The Group has not early adopted
any standards. interpretations or amendments that have been issued
but are not yet effective.

IFRS 9 Financial instruments

The Group applied a modified retrospective method when implement-
ing IFRS 9 ‘Financial instruments’. Due to the nature of the financial
instruments held by the Group, the changes in classification and
measurement requirements has not had a significant impact on the
Group's financial statement.

The implementation had a negative effect on the equity of NOK 25

million as of 1 January 2018, due to the modification of the remaining
part of the DOFSUBO7 bond loan in December 2017 The increased
liability related to the DOFSUBO7 bond loan is amortised as reduced
interest cost over the remaining time to maturity.

IFRS 9 has changed the Group’s accounting for impairment losses
for financial assets by replacing the incurred loss approach after IAS
39 with a forward-looking expected credit loss (ECL) approach. The
Group recognises an allowance for ECLs for all debt instruments not
held at fair value through profit or loss and contract assets. Upon the
adoption of IFRS 9, the change in allowance for impairment was nil.

IFRS 15 Revenue from Contracts with Customers

The Group applied a modified retrospectively method when implement-
ing IFRS 15 ‘Revenue from contracts with customers’ on contracts that
were not completed by ¥ January 2018. Implementation of IFRS 15 has
not changed the timing of revenue recognition for the Group's revenue
streams. There was no adjustment to the equity as of 1 January 2018.

Despite no change in the main recognition method, the Group has

identified that the following areas might affect new contracts entered

into in the future:

* The application of IFRS 15 ‘Revenue from contracts with customers’
may result in the identification of several separate performance
obligations, which could affect the timing of revenue recognition.
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+ Certain cost to fulfil a contract will be recognised as an asset under
IFRS 15 ‘Revenue from contracts with customers’. Assets recognised
under IFRS 15 will be amortised on a systematic basis that is
consistent with the transfer to the customer of the goods or services to
which the assets relates.

New standards, amendments and interpretations not yet
adopted

IFRS 16 Leases replaces the current standard [AS 17 Leases and
related interpretations. IFRS 16 Leases removes the current distine-
tion between operating and financing leases for lessees and requires
recognition of an asset (the right to use the leased item) and a financial
liability representing its obligation to make lease payments. Lease pay-
ments are to be reflected as interest expense and a reduction of lease
liabilities.

Lessor accounting under IFRS 16 Leases is substantially unchanged
from previous accounting under IAS 17 Leases. Lessors will continue
to classify all leases using the same classification principle as in IAS
17 Leases and distinguish between two types of leases: operating and
finance leases.

The standard is effective for accounting periods beginning on or after
January 1, 2019. The Group will adopt the standard at its mandatory
date.

A summary of the changes and practical expedients applied is pre-
sented below:

The Group as a lessee, leases vessels, ROV’s, project equipment, offices,

storages, apartments, office equipment, data equipment and cars.

Leases of ROV's and IT equipment are finance leases under IAS 17

Leases, and all other leases operating leases. The Group has prepared

an assessment in accordance with IFRS 16 Leases of all operating

leases under TAS 17. The following arrangements will be effected;

+ Bareboat charters will typically meet the new definition of a lease
since under these agreements the charterer controls the use of the
vessel for aperiod of time.

+ Time charters are likely to contain both a lease (i.e. right to use the
vessel) and service components (i.e. operation and maintenance of the
vessel by the vessel owner).

* Rentof offices.

+ Cars.

IFRS 16 Leases redefines financial key figures such as debt ratio and

EBITDA. The standard will affect primarily the accounting for the

Group’s operating leases. The Group does not expect any significant
impact on the financial statements for leases in which the Group is a
lessor, expect for sub-leases. The impact of the IFRS 16 Leases as per
the transitional date ¥ January 2019 is presented in note 36.

In addition note 36 includes the main policy choices made and form
the basis for the Groups IFRS 16 Leases implementation and applica-
tion work.

The Group has decided not to apply IFRS 16 Leases for intangible assets.
The Group has elected not to recognise right-of-use assets and lease

liabilities for short-term leases that have a lease term of 12 months or
less and leases of low-value assets.
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Non-lease components within lease contracts will be accounted for
separately for all underlying classes of assets and reflected in the rele-
vant expense category as incurred.

Please see note 36 for the impact of the IFRS 16 Leases as per transi-
tional date 1 January 2019.

3 Financial risk management

Financial risk factors

The Group is exposed to various types of financial risk relating to its
ongoing business operations: Market risk {including foreign exchange
risk, interest rate risk and price risk), credit -and licuidity risk, capital
structure risk and tax risk. The Group’s overall risk management
seeks to minimise potential adverse effects of the Group’s financial
performance.

The financial risk management program for the Group is carried out
by the Treasury department under policies approved by the Board of
Directors. Treasury identifies, evaluates and hedges financial risks in
co-operation with the various operating units within the Group. The
Board approves the principles of overall risk management as well as
policies covering specific areas, such as currency exchange risk, inter-
est risk and credit risk.

Market risk

Foreign exchange risk

The Group operates globally and is exposed to foreign exchange risk
arising from various currency exposures, basically with respect to
USD, BRL, AUD, NOK and GBP. Foreign exchange risk arises from
future commercial transactions, contractual obligations (assets), lia-
bilities and investments in foreign operations.

The Group’s presentation currency is NOK. Foreign exchange risk
arises when future commercial transactions, contractual obligations
(assets) and liabilities are in different currencies. The Group aims to
achieve a natural hedge between cash inflows and cash outflows and
manages remaining foreign exchange risk arising from commercial

transactions, assets and liabilities through forward contracts and

similar instruments as appropriate.

Hedging of foreign exchange exposure is executed on a net basis and
foreign exchange contracts with third parties are generated at Group
level. The Group has implemented hedge accounting for parts of the

revenues {in Brazil) with the objective to reduce the volatility in the
operational and financial result due to foreign exchange risk.

Foreign exchange rate changes in receivables, liabilities and currency
swaps are recognised as a financial income/expense in the profit or
loss statement. Fluctuation in foreign exchange rates will therefore
have an effect on the future results and balances.

The Group has a significant amount of debt denominated in USD.
The table below shows the effect of an appreciation/ depreciation of
NOK against USD. A foreign exchange sensitivity analysis as per year-
end 2018 shows how a hypothetical 5% appreciation/ depreciation
of NOK against USD would affect the value of the USD debt as of 31
December 2018, and increase/ decrease the consolidated statement of

comprehensive income, see table below.

The Group’s subsidiaries with functional currency BRL have USD
debt. The effect of change in BRL to USD is included in the sensitiv-
ity results below. The Group’s exposure to other foreign exchange
movements is not material.

5% 5%

appreciation depreciation

usb Jsh

Derivative financial instrurments 108 -115
Financal instrurments directly to equity & 215 -215
Dbt to cradit tstitutions 301 -301

11 The change in MTR {mark-to-market}recogrised in firanciai derivatives.
2 The change in geinfinss recogrised in other comprekensive rcome throuch hecge
accourtng

A significant portion of the Group's operating income is denominated
in USD. A depreciation of NOK against USD will over a longer period
have a positive impact on the Group’s future earnings and cash in
NOK. Current receivables and liabilities excluding short portion of
long term debt are often in the same currency and are normally due
within 30 days.

Interests rate risk

The Group’s existing debt arrangements are non-current liabilities at
floating or fixed interest rates. Movements in interest rates will have
effects on the Group’s cash flow and financial condition. The Group’s
policy is to maintain parts of its debt at fixed interest rates.

The Group manages its cash flow interest risk by using floating-to-
fixed interest rate swaps. Such interest swaps have the economic
effect of conversion from floating interest rates to fixed interest rates.
Through interest rate swaps, the Group agrees with other parties to
exchange, at specified intervals the difference between fixed interest
rates and floating interest rates calculated by reference to the agreed
amounts,

The long-term funding of the Group’s vessels built in Brazil is mainly
secured at fixed interest rates for the entire duration of the loans. The
portion of long term debt secured with fixed rate of interest is 74%
per year-end and includes debt with fixed interest in BNDES.

The Group has an interest risk in the change in value for the interest
rates swaps. In accordance with IFRS, the Group provides informa-
tion about the potential risk with a sensitivity analysis. The table
below shows the change in Mark-to-market (M TM) on interest rate
swaps at year-end with an increase and decrease of 100bps in 2018.
Interest rates are not reduced to less than zero.

+1008PS -100BPS

Amourts in NOK million USD NOK USD NOK

interest rate swaps 7 144 -7
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Price risk

The Group is exposed to price risk at two main levels:

+ The demand for the Group’s vessels is sensitive to changes in the oil
industry, for example oil price movements, exploration and general
activity level within the offshore energy industry. This can affect
both the pricing and the utilisation of the Group’s assets.

* The costs of construction of new assets and replacements of assets
are sensitive to changes in market prices.

The Group attempts to reduce price risk by signing contracts with
suppliers with the necessary financial strength and expertise to com-
plete projects in accordance with agreements.

The Group is exposed to market fluctuations which may result in lower
utilisation and reduced earnings for the Group’s vessels and services.
Attempts are made to reduce this risk by entering into contracts that
secure long-term charters for the main portion of the fleet.

Credit and Liquidity risk

Credit and liquidity risk arises from cash and cash equivalents, deriva-

tives, financial instruments and deposit with banks as well as payment

terms towards clients and suppliers. Liquidity risk management implies
maintaining sufficient cash and marketable securities, and to maintain

available funding through committed credit facilities. The Group has a

policy of limiting the credit exposure to any single financial institution
and bank. and actively manages its exposure in order to achieve this.

The Group’s credit risk has historically been low as the Group’s cus-
tomers traditionally have had good financial capability to meet their
obligations and have had high credit ratings. The sustained challeng-
ing market situation has resulted in changes to the credit ratings for
some of the Group’s customers, and thereby increased the credit risk.
Historically, the portion of receivables not being collectable has been
low.

The Group'’s business is capital intensive and the Group may need to
raise additional funding through bond loans, bank financing or equity
financing to execute the Group’s strategy and fund capital expendi-
tures, Over the past years, the Group has executed a substantial
newbuilding programme and has achieved satisfactory new long-term
financing and refinancing for its fleet. A continued depressed market
and decline in vessel values may increase the risk for future refinanc-
ing of the Group’s fleet and may further cause additional impairments
going forward, which in turn will have a negative impact on financial
and liquidity position for the Group. The Norwegian high yield bond
market has historically been an important financing recourse for the
Group, hence the subsidiary DOF Subsea issued a new bond in 4th
quarter 2018 of NOK 900 million.

The Group has routines to report cash flow forecasts on a regular
basis in order to monitor the Group’s future cash position.

Repayments for loans 2019 2020 2021 2022 2023->  Total
Bond icans 100 367 - 1278 B4D 2585
Other interestbearing labities 3434 2058 3534 1250 G161 16497
Caiculated interest 871 741 616 433 900 3562
Total 4405 3167 4210 2362 7901 22644
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Capital structure and equity

The main objective when managing the Group’s capital structure is
to ensure that the Group is able to sustain an acceptable credit rating
and thereby achieve favourable terms and conditions for long term
funding which is suitable for the Group’s operation and growth. The
Group manages its own capital structure and carries out all necessary
amendments to the capital structure, based on continuous assessments
of the economic conditions under which the operations take place and
the short and medium to long-term outlook.

The Group monitors its capital structure by evaluating the debt ratio,
which is defined as net interest bearing debt divided by equity plus net
interest bearing debt. The Group policy is to maintain debt financing
corresponding to 75-80% funding of new vessels and to continue to
have high contractual coverage of the entire fleet.

Debt ratio 2018 2017
interest-bearing debt 18021 18049
Restricted degosits 318 394
Cash 1616 1845
Net interest bearing debt 17088 16 802
Total equity 5778 7342
Total equity and net debt 22887 24 144
Debtratio T5% 70%

The Group has established similar financial covenants cn all long term
funding (except for DOF Subsea AS) which implies minimum cash and
minimum book equity. DOF Subsea group has similar minimum cash
requirements on its long-term funding, in addition to requirements to
minimum value adjusted equity ratic. Mortgaged loans have minimum
value clauses included.
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4 Accounting estimates and assessments

When preparing the annual accounts in accordance with IFRS, the
Group management has applied estimates based on best judgement
and conditions considered to be realistic. Situations or changes may
occur in the markets which may result in changes to the estimates,
thereby impacting the Group’s assets, liabilities, equity and result.

Assessments, estimates and assumptions which have a significant
effect on the accounts are summarised below:

YVessels

The carrying amount of the Group’s vessels represents 70% of the total
balance. Consequently, policies and estimates linked to the vessels have
a significant impact on the Group’s financial statements. Depreciation
is calculated on a straight-line basis over the useful life of the asset.
Depreciable amount equals historical cost less residual value.

Useful life of vessels

The level of depreciation depends on the vessels estimated useful
lives. The Group has from 01.01.2018 changed the period of useful
life for the PSV and AHTS, due to the market expection for these
vessels. Useful life for these vessels are 30 years. Estimated useful
life for subsea vessel is 20 years based on strategy, past experience
and knowledge of the types of vessels the Groups owns. Useful
life of older vessels is individually assessed. There will always be a
certain risk of events like breakdown, obsolescence e.g. with older
vessels, which may result in a shorter useful life than anticipated.

Residual value of vessels

The level of depreciation depends on the calculated residual value.
Assumptions concerning residual value for Subsea vessels are made
on the basis of knowledge of the market for second hand vessels.
The estimate of residual value is based on a market value of a
charter free vessel, and today's fair value forms a basis for the esti-
mate, Fair values are adjusted to reflect the value of the vessels as
if it had been of an age and in the condition expected at the end of
the useful life. Residual value for PSV and AHTS vessels have been
changed as from 1 January 2018 and are estimated based upon the
latest available steel-price and the lightweight of the vessels.

Useful life of investments related to periodical maintenance
Periodic maintenance is related to major inspections and overhaul
costs which occur at regular intervals over the life of an asset. The
expenditure is capitalised and depreciated until the vessel enters the
next periodical maintenance. Estimated life of each periodical mainte-
nance program is normally 5 years. When new vessels are acquired, a
portion of the cost price is classified as periodic maintenance based on
best estimates.

Impairment of assets

Vessels

For the purposes of assessing impairment for vessels, assets are
grouped at the lowest levels for which there are separately identifiable
cash flows (cash-generating units, “CGU”). Each vessel together with
associated contracts is considered as a separate CGU.

Fair value less cost to sell
For vessels, fair value less cost to sell is based on an average of the
brokers’ estimates, taken into account sales commission. For vessels
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older than 10 years within the PSV and AHTS segment the Group
has used the lower value in the range of broker estimates. All vessels
in the Group are assessed by obtaining independent broker esti-
mates. The brokers’ estimates are based on the principle of "willing
buyer and willing seller’. Broker estimates include mounted equip-
ment and assume that the vessels are without any charter contracts
(i.e. charter-free basis). The Group adjusts for positive or negative
value in associated contracts.

Due to a limited number of vessel transactions in the current market,
the brokers’ estimates only to a limited extent represent the results of
transactions in the market. Because of this, the broker estimates are
more influenced by the judgement of each broker. For this reason, the
Group has sought to substantiate the broker valuations, inter alia with
value in use calculations or tests of reasonableness of implicit rates and
other assumptions derived from the valuations. The Group has deemed
it necessary to perform separate calculations for all vessels to support
the broker estimates.

After the evaluation, the Group has concluded that the broker esti-
mates are considered reliable.

Value in use

Estimated cash flows are based on next year’s budgets per vessel, and
forecasted earnings going forward. The budget process is a detailed and
thorough bottom-up budgeting process at all levels of the organisation,
with approval procedures on all levels within the Group. Estimated future
cash flows are based on historical performance per vessel, in combination
with current market sitvation and future expectations. Critical assump-
ticns in the assessment are related to income rates, utilisation, operational
and capital expenditure.

For vessels fixed en firm long-term contracts, the assumption is that the
contracts run up until expiry of the contracts. Options held by the cus-
tomers are not assumed to be exercised, unless the aptions are at or below
current market rates. For vessels without contract, assumptions derived
from the evaluation of broker estimates, combined with other market
information are considered when estimating future revenues. It is expected
to be a weak market for the next 1-2 years, and gradually normalised to
historical average levels thereafter. Due to the current market situation
there is a high level of uncertainty related to the estimates.

The Weighted Average Cost of Capital (WACC) is used as a discount rate,
and reflects a normalised capital structure for the industry. The WACC
represents the rate of return the Group is expected te pay te its sources of
finance for cash flows with similar risks. Cash flows are calculated after tax
and discounted with an after tax discount rate. The nominal WACC used
in the value in use calculations are ranging from 7,6%-8.5%.

Sensitivity analysis or stress tests have been carried out for the main vari-
ables in the assessment. This includes changes te key assumpticns such as
breker estimates, operating income, operating expenses and the discount
rate,

The Group performs impairment testing of the assets on quarterly basis,
and by year the principles for impairment was evaluated, includ-
ing a comparison of impairment bocked among peers. The drop in vessel
values has since 2014 been impacted by the age of the fleet and the mix
of vessel segments, hence a smaller drop within the Subsea segment com-
pared with the AHTS and PSV segment. The Group has further benefited
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by a high backlog and a histerical high utilization of the fieet, and been
privileged by high local content in certain countries {i.e. Brazil}.

ROVs

The Group has divided all ROVs into two peols of ROVs. Each pool of ROVs
is identified as a separate cash generating unit. Value in use caleulatien is
performed for each pool of ROVs. Principles for calculation of future cash
flows and WACC are the same as described for vessels.

Goodwill

Goodwill is allocated to the operating segments, which represents the
lowest level within the entity which the goodwill is monitored. Each
operational segment consists of several cash generating units (CGU).

For the impairment test of goodwill the vessels are allocated to the
different segments based on the current and expected use of the
vessels.

For the Subsea segment, goodwill is supported by value in use based
on cash flow from both subsea engineering and subsea vessel in the
segment. Recoverable amount is calculated based on discounted cash
flows extracted from next year’s budgets and forecasts covering
5 years. No real growth is expected after 5 years. Cash flows are
based on budgets and forecast presented to the Board covering five
years. Management has used the same expectation about market
development as for the impairment test of vessels. The impairment
test demonstrated that recoverable amount was higher than carrying
amount, and no impairment was required. Reference are made to
note 13 for further information about assumptions and sensitivities.

Integration of engineering environment in Semar AS with the Subsea/
IMR Project segment has reduced and Semar has as a result been iden-
tified as a separate cash generating unit (CGU). Impairment test of the
CGU resulted in an impairment to NOK 27 million in 2018.

Tax

Changes in tax regimes may adversely affect the Group’s cash flow
and financial conditions. Certain companies in the Group are subject to
special tax rules for ship owners in different jurisdictions. These
tax rules stipulate certain requirements which will have to be met. A
failure to meet such requirements may have an adverse effect on the
effective tax rate of the Group. The Group is also subject to transfer
pricing regulations in various jurisdictions which might impose the
tax risk for the Group.

Deferred income tax is provided in full, using the liability method,
on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated accounts
per IAS 12,

Deferred tax assets are recorded in the consolidated statement of
financial position on the basis of unused tax losses carried forward or
deductible temporary differences to the extent that it is probable that
there will be sufficient future earnings available against which the loss
or deductible can be utilised. Deferred income tax is calculated on tem-
porary differences related to investments in subsidiaries and associated
companies, except when the company has control of the timing of the
reversal of the temporary differences, and it is probable that reversal
will not take place in the foreseeable future.

DOF ASA

For further information about deferred tax assets and tax loss carried
forward, please refer to note 11 'tax’

In general, attention and follow-up from tax authorities are increasing
in all tax jurisdictions. This should be seen in relation to OECD and
G20 countries implementation of the Base Erosion and Profit Shifting
(BEPS) reporting requirements. The general trend that each individual
country has become more concerned about protecting their tax base,
and in this context the Group experiences more tax audits in all coun-
tries where the Group operates. All present tax claims and disputes are
at year-end either in an administrative or legal process with local tax
authorities. All tax claims are disputed, and the Group considers the
risk of negative outcomes of the tax claims to be lower than 50% and
has not recognised any liability regarding tax claims. Outcome of such
processes are uncertain and changes in assumptions, interpretations
and circumstances might result in future cash outflow for the Group.
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S Management reporting

The reporting below is presented according to internal management reporting, based on the proportional consolidation method of accounting
of jointly controlled companies. The bridge between the management reporting and the figures reported in the financial statement is presented

below.
Statement of Profit or Loss 2018 2017

Management  Reconcifiation to Financial Management Reconciation ta Financial

reporting equity method reporting reporting equity method reporting

Dperating incoime 5938 -887 5051 7378 711 5865
Operating expenses -4 868 168 -4 700 -5078 145 -4931
Net profit from associated and icint ventures -5 282 277 15 77 82
Net gainon sale of tangible assets 2 - 2 2 - 2
Operating profit before depreciation EBITDA 2066 437 1629 2287 -489 1798
Depreciation -1240 177 -1 063 -1145 135 -1010
irnpairment 737 46 -691 1322 176 -1146
Gperating profit - EBIT 89 214 -128 -180 -178 -358
Financial incorre 51 70 121 51 31 82
Financial costs <1083 174 -925 1118 151 -967
Net reaiised currency gain (losst -352 12 -341 227 41 -186
Net unrealised currency gain (losst -291 3 -2B8B 299 -54 245
Net changes in fair vaiue of financial instruments -2 - -2 54 - 54
Net financial costs -1 693 259 -1 435 -932 169 763
Profit tloss) before taxes -1604 44 -1 560 1111 -9 1120
Taxes 102 -44 57 -244 9 -235
Profit fioss) -1 502 - -1 502 -1388 - -1358
Statement of Balance sheet Balance 31.12.2018 Balance 31.22.2017

Management  Reconcifiation to Financial Management Reconciliation to Financial

reporting equity method reporting reporting equity method reporting

ASSETS
Tangile assets 25074 6175 18898 25703 -5127 20867
Goodwil 295 - 285 324 - 324
Deferred taxes 1008 <108 538 754 -39 715
Irvestments 7 joint ventures and associated comparies 89 1458 1547 71 943 1021
Other non-current receivables 109 1069 1177 635 494 1129
Total non-current assets 26572 -3 757 22815 27578 -3723 23855
Receivables 1851 134 1718 2165 -185 1381
Cash and cash equivalents 2240 -308 1832 2434 -1985 2238
Total current assets 4091 -441 3650 4538 -380 4219
Total assets 30663 -4198 26 485 32177 -4 103 28 075
EQUITY AND LIABILITIES
Equity 5778 - 5778 7342 - 7342
Neon-current liabilities 19406 -3625 15578 20743 -3 658 17085
CSurrertt fabilties 5479 -370 5110 4082 -444 3648
Total liabilities 24885 -4 198 20687 24836 -4103 20733
Total equity and liabiiities 30663 -4 198 26 465 32177 -4103 28078
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The segment reporting is based on the management reporting. See note 5 for description about accounting policies used for management
and segment reporting, as well as reconciliation to the financial statements.

Business segment

The DOF Group operates within three business segments in terms of strategic areas of operation and vessel types. The three different
business segments are: PSV {Platform Supply Vessel), AHTS (Anchor Handling Tug Supply Vessel) and Subsea (Subsea vessel and subsea

engineering). The subsidiary DOF Subsea is presented as a part of the Subsea segment.

2018

Business segment PSV AHTS Subsea Total
Operating incoime 582 1228 5127 6938
EBITDA a1 498 1477 2066
Depreciation 125 -354 -762 -1 240
irnpairment -169 -143 -405 737
EBIT 223 i 311 89
Net financial iterns 125 -501 -1067 <1683
Profit before taxes -347 -500 757 -1604
Balance

Assets 2115 §840 14 887 23842
Jointly controlled cormpanies - 423 5398 §821
Total assets 2115 7263 21285 30663
Additions 55 170 1257 1483
Liabifities 1982 7534 15370 24885

2017

Business segment PSV AHTS Subsea Gther Total
Dperating incoime 793 1485 5098 7378
EBITDA 170 846 1471 2287
Depreciation -132 275 -738 -1145
impairment -558 248 -518 -1322
EBIT -520 125 215 -180
Net financial iterns -103 -375 -454 -832
Profit before taxes -623 250 239 -1111
Balance

Assets 2478 7959 15144 26581
Jointly controlled companies - 502 5094 5596
Total assets 2478 8462 21238 32177
Additions a8 147 1318 1562
Liabifities 2158 7820 14 858 24836
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2018 2017
Revenue from lump surn contracts 125 362
Revenue from contract with ‘day rate” 5926 6303
Total 5051 6665

2018 2017

Turnover: NOK Ratio % NOK Ratio %
Brazi! 1825 32% 2370 36%
United Kingdorm 1087 158% 1017 15%
Australia 706 12% &72 10%
Naorway 525 9% 858 13%
United States 386 5% 301 5%
Argentina 253 4% 216 3%
Canada 228 A% 165 2%
Angcla 214 A% 236 A%
Phiiopines 1486 2% 162 2%
Qther 573 9% 871 10%
Tota 6051 100% G 665 100%

Geographical distribution of revenue from contracts with customers is based on the location of clients.

In 2018, one client accounted for more than 10% of the Group’s revenue. The segments AHTS and Subsea have revenue from this client.

The lease portion of revenue contracts are included in revenue from contracts with customers presented above. The right to use the vessel will
normally be within the range 30-809% of the total contract value.
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8 Payroll expenses

2018 2017
Salary and hokday pay -2 100 2250
Hired perscrnel 226 272
Errpioyer's national insurance contrisutions -258 -261
Pensions ccsts -88 -82
Other personnel costs -189 -248
Total -2 860 -3110
Ne. man-years errpioyed in financial year 3714 4005

Government grants related to the net salary scheme for vessels are reported as a reduction in payroll costs of NOK 49 million {NOK 55 million).

Pension cost above include defined benefit pension plan and defined contribution pension plan. Both the benefit pension plan and the contribu-
tion plan are with an external life insurance company.

Defined benefit pension
DOF Group has a company pension scheme with life insurance companies. As of 31 December 2018, the Group defined pension benefit plan
covered total 665 {702) active members and 75 (65) pensioneers.

The pension funds are placed in a portfolio of investments by insurance companies. The insurance company managers all transactions related
to the pension scheme. Estimated return of pension funds is based on market prices on balance sheet date and projected development during

the period in which the pension scheme is valid.

The calculation of pension liabilities is based on assumptions in line with the recommendations. Actuarial gains and losses are presented as
part of other comprehensive income.

Pension obligation as of 31 December 2018 was NOK 39 million (NOK 34 million). The pension obligations are included in other non-current
liabilities.

9 Other operating expenses

2018 2017
Technicai costs vessel -568 -487
Wessel hire -185 279
Bunkers 156 216
Equiproent rental -385 =302
Other operating expenses 545 -538
Tota -1 840 -1821
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10 Financial income and expenses

2018 2017
interest income a7 70
Other financial incorme 25 12
Financial income 121 82
interest expenses -850 -902
Capitalisation of interest - 3
Irnpairment shares and lcans - -10
Other financial expenses -45 -585
Financial costs -925 -967
Net gain (loss) on currency derivatives -47 10
Net gain (loss) onnen-current debt 222 -201
Net gain (loss} on working capitat 71 5
Net realised currency gain foss) -341 -186
Net unrealised gain (losst on non-current debt -253 259
Net unrealised gain (loss onworking capitai -35 -14
Net unrealised currency gain {loss) -288 248
Net change in uarealised gan (Iosst on interest swap 54 47
Net change in unrealised gan (losst on currency derivatives -58 16
Net change in unrealised gain floss} on desivatives -2 64
Total -1 435 763

In 2018, there has been capitalised interest cost as newbuilds in the amount of NOK 0 millon (2017; NOK 3 million), ref note 14.
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11 Tax

Tax income (expense) comprises; 2018 2017
Current tax on profit for the vear -36 -83
Adjustrrents in respect of prior years -2 -2
Change indeferred taxes 102 -138
Impact on change in tax rate on deferred tax -G -13
Tax income (expense) 57 -235

The tax on the Group’s profit before tax differs from the theoretical amount. calculated by using domestic tax rates applicable to profits of each
subsidiaries as follows;

Reconciliation of nominal and effective tax rate
Profit (loss) before tax -1 560 1120

Tax celcuiated at dormestic tax rates apglicabie to profits in the respective countries ™} 395 181

Tax effect of.

Expenses not deductitle for tax purposes -37 17
Unrecognised tax losses and terrporary differences -258 -367
Adjustrment in respect to previous years 1 -28
Irmpact of changes in tax rate -G -13
Withhoiding tax and effect of different tax regirme -21 -39
Associates and ioint varturas result reported net of tax -17 15
Total tax income fexpense) 57 235

* Domestic tax rates applicable to the Group varies between 0% to 35%.

The tax relating to components of other comprehensive income is as follows;

2018 Before tax Tax [charge)f credit After tax
Currency translation differences -26 -42 -68
Cash flow hedges -393 134 -260
Share of other cormprensive income of loint verturas and associates 123 - 123
Remesasurements of post errployment Benefit datiities 3 1 3
Other comprehensive income -293 91 -202
2017 Before tax Tax icharge)f credit After tax
Currency translation differences -20 -41 -61
Cash fiow hedges 175 -60 118
Share of other comprensive ncome of joint ventures and associates 1 - 1
Remeasurements of post empioyment senefit liabilities 4 -0 3
Other comprehensive incoime 158 -101 57

The gross movement on the deferred tax (deferred tax assets) is as follows;

2018 2017
At 1 danuary -699 -850
Income staterment charge -95 150
Tax charge (credit} relating to components of other comprehensive income -81 101
At 31 Cecermber -B85 -689
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11 Tax {continued)

Deffered tax

The table below specifies the temporary differences between accounting and tax values, and the calculation of deferred tax/deferred tax assets
at year end. The Group’s deferred tax assets are reviewed for impairment. Deferred tax assets from tax losses carried forward are expected to

be offset against taxable income within a period of 1 - 16 years.

Basis of deferred tax 2018 2017
Nen-current assets 1408 900
Current assets 9
Liabilties -2 878 2225
Tax position related to scld assets -16 426
Other differences -17 22
Total temporary differences -1 492 821
Tax loss carried forward -1824 -39889
Total temporary differences and iosses carried forward -5 316 -4 810
Temporary differencses not included as deferred tax asset [+} 158 118
Tax deficit not included in basis for calcuiation of deferred tax/deferred tax assets 3210 2337
Basis for calculation of deferred tax/deferred tax assets (-} -2 947 -2 455
Total deferred tax/deferred tax assets (-} -885 698
Gross deferred tax 13 16
Gross deferred tax asset -898 -715
Totat deferred tax/deferred tax assets (-} recognised in balance sheet -885 -899
Deferred tax asset per jurisdiction

Temporary Tax loss Deferred
Country Company Tax rate differences carried forward tax assets
MNorway DOF ASA and 100% owned corrpanies in Norway 22% 118 243 79
Nerway OOF Management Group 22% 285 5 7
Naorway Marin IT AS 22% 7 8 3
Brazil * Norsican Offshore Ltda 34% 1577 148 586
Norway DOF Susea Group 22% -437 930 1089
Brazil DOF Susea Group 34% 66 92 54
Australia DOF Subsea Group 30% 10 180 50
Total 1369 1614 898

*) Temporary differences in Norskan Offshore Ltda are mainly related to unrealised currrency differences on non-current loan.
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Earnings per share are calculated based on the annual result for the year to the shareholders and the weighted average number of shares

throughout the financial year.

Diluted earnings per share are calculated based on the annual result as the relationship between the annual result for the year to the share-
holders and the weighted potential average number of shares throughout the financial year.

Basis for calculation of earning per share Date 2018 2017
Profit (loss) for the year after non-controfing niterest (NOK mitkon} -1 267 <1243
Eamings per share for parent cormpany sharehclders (NOK]} -4.08 -6.16
Diuted earnings per shase for parent company shareholders (NOK} -4.08 -6.16
Nurnper of shares 01.01 2552312512 1501321 200
Convertion of bond loan to shares 10.01.2017 83 806 5397
Convertion of bond loan to shares 09022017 29500000
Convertion of bond loan to shares 22032017 14 750000
Conwerticn of bond lean to shares 01.08.2017 28342387
Conwerticn of bond lean to shares 08102017 26 258 995
Convertion of bond loan to shares 11122017 26000000
Convertion of bond loan to shares 18122017 9000000
Ghare issue 21122017 833333333
Ghare issue 21022018 336666 687

Convertion of bond loan to shares 22052018 15250000

Share ssue 24052018 1

Numier of shares - before consolidation of shares 10:1 2804228180 2552312512
Consclidation of shares 10:1 24.05.2018 290422918 255231251
Convertion of bond loan to shares 11082018 2814861

Nurnier of shares 31.12 293237779 255231251
Gutstanding mandatorily convertible bond loan 7}

CQutstanding numer of shares 01 .01 275582 503 493 240 482
Conwverted bond loan to shares 15250000 -217 657 978
CQutstanding number of shares - before consoiidation of shares 10:1 260332503 275582503
Conscldation of shares 10:1 261033 250 27 558 250
Converted bond loan tc shares -2 814 881

Qutstanding nurcher of shares 3112 232183838 27 558 250
Total number of shares 31.12. inci mandatorily convertible shares 316 456 168 282789502
Average number of shares in the pericd 1 309817 188 201739273

*) As the convertible bond is mandatory converted to ordinary shares at a future date, the number of shares are inchided in the outstanding shares for the computation of

basic earnings per share. There ase no other dilutive instruments.

**) The shares in DOF ASA has been consolidated in the ratie of 10:1 in May 2018. Comparable figures are revised.
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13 Goodwill
2018 2017

PSSV AHTS Subsea Total PSV AHTS Subsea Total
Acquisition cost at 01.01 3 3 442 448 3 3 438 444
Additions -
Cisposais - - -
Currency translation differences 3 -5 4 4
Acquisition cost at 31.12 3 3 433 439 3 3 442 448
Adjustrreent at 0101 - - 124 -124 113 -113
Imoairment loss -27 -27 11 -1
Currency translation differences g 5} -
Adjustment 31.12. - - 144 144 - - 124 124
Book value 31.12. 3 3 289 295 3 3 318 324

Goodwill relates to the acquisition of subsidiaries. Goodwill comprises the difference between nominal and discounted amounts in terms
of deferred tax, synergy effects, organisational value, brand name and key personnel and their expertise. Goodwill is allocated to groups of
cash-generating units identified according to be the Group’s operating segments.

The impairment test for the Subsea segment demonstrated that recoverable amount was higher than carrying amount, an no impairment
was required. However integration of engineering environment in Semar AS has been identified as a separate cash generating unit (CGU).
Impairment test of Semar AS as a separate CGU resulted in an impairment of all goodwill allocated to the CGU, amounted to NOK 27 million
in 2018.

Impairment testing of goodwill is carried out according to the description given in note 4 "Accounting estimates and assessments”. The Group
uses a nominal WACC after tax of 10.8% for the subsea engineering projects and 8.5% for the vessels in the Subsea segment for the impairment
calculations. Minor negative changes in key assumptions such as EBITDA margin and discount rate will have a negative impact on value in use
calculations, which might result in an impairment for all or parts of the goodwill. However, the assessment of recoverable amount for goodwill
takes into consideration both value in use and fair value less cost to sell for the vessels and vessel related equipment allocated to the Subsea
segment.

19.08.2020 kl 11:44

Brgnngysundregistrene

Side 52 av 108



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

DOF ASA ANNUAL REFPORT 2018 43

14 Tangible assets

Periodic Gperating
2018 Vessels maintenance ROV Newbuildings equipment Total
Acquisition cost as of 01.01 2018 26876 1886 1753 11 1224 31749
Additions 211 224 8 5 78 527
Realiocation 4 -4 17 -9 9 1
Disposals - -347 -19 - -9 -376
Currency transiation differences -612 -48 11 - 11 -680
Acquisition cost as of 31.12.2018 26 478 1714 1748 7 1272 31219
Depreciation as of 01.01 2018 5135 1173 598 - 758 7964
Depreciation for the year 554 240 159 - 110 1063
Realiocation - 1 -2 2 1
Depreciation on disposais - -347 -19 - -9 -375
Currency transiation differences -69 20 -9 - -8 -108
Depreciation 31.12.2018 5620 1046 1027 - 853 8548
impairment 01.01.2018 3086 - 11 - 22 3119
impairment 661 - 3 - 1 665
Currency transiation differences -9 - - - - -8
impairment 31.12.2018 3738 - 15 - 22 3775
Book vaiue 31.12.2018 17120 867 706 7 397 18898
Depreciation period 20-30years '} 30-60 months 5-12 years 5-15 years
Depreciation method Linear *) Linear Linear Linear

Periodic Operating
2017 Vessels maintenance ROV Newbuildings equipment Total
Acquisition cost as of 01.01 2017 27435 1779 1624 26 1118 31882
Additions 1 363 el 634 108 1113
Wessel completed 459 34 - -485 - -
Realiccation -1 -1 137 154 15 -4
Disposals -477 -248 -4 - - =730
Currency transiation differences -541 -44 -14 - 15 -614
Acquisition cost as of 31.12.2017 26 876 1886 1753 11 1224 31749
Depreciation as of 01.01 2017 4987 1177 757 - 548 7549
Depreciation for the year 478 261 154 117 1010
Realiocation - - -2 2 -
Depreciation on disposals 220 233 -1 - -454
Currency transiation differences -89 -32 -10 -9 141
Depreciation 31.12.2017 5135 1173 898 - 758 7964
impairment 01.01.2017 220z - 11 - 22 2235
irnpairment 1135 - - - - 1135
Reversal irparment on disposal -217 - 1 - - 217
Currency transiation differences -34 -34
fmpairment 31.12.2017 3086 - 11 - 22 3118
Book vaiue 31.12.2017 18 654 713 844 11 444 20867
Depreciation period 20-30 years’} 30-60 months 512 years 515 years
Depreciation reethod % Linear Linear Linear

*) Residual value and depreciation period are described in note 4 Accounting estimates and assessments.

The tangible assets are pledged against debt to credit institution, see note 22.
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14 Tangible assets (continued)

Disposals
The Group has not sold any vessels in 2018. Gain on sale of non-current assets in the consolidated income statement is mainly related to sale
of operating equipment.

Bepreciation
The Group has from 01.0% 2018 changed the period of useful life for the PSV and AHTS, due to the market expection for vessels. See note 4
Accounting estimates and assessments.

lrnpairment
The continued weak market during the year has had a negative impact on both earnings and utilization of the Group’s fleet, in addition to vessel

values. The weakening market has resulted in impairment of vessels and equipment totaling NOK 665 million in 2018 {NOK 1,135 million).

For the Group 31 vessels (38 vessels) have been impaired during the year which is divided in the following segments;

Number of vessel impaired in 2018  Book value 31.12.2018 impaired vessels lmpairment 2018
Age PsV AHTS Subsea PSV AHTS Subsea PSV AHTS Subsea Total
0-10vears 5 5] 947 4219 116 213 329
11-15years 5 3 251 464 32 34 66
15+ yess 3 3 4 202 168 782 40 98 128 266
Totat 13 3 15 1400 168 5465 189 98 375 661
Number of vessel impaired in 2017  Book value 31.12 2017 impaired vessels impairment 2017
Age PsY AHTS Subsea PSV AHTS Subsea PSV AHTS Subsea Total
0-10vears G 7 2] 1541 1765 3501 270 71 234 575
11-15 years G 3 401 502 227 149 378
15+ years 3 5 [5]s} 879 61 123 184
Totai 15 7 16 2008 1765 4 882 558 71 506 1135

The vessels impaired in 2018 and 2017 have mainly short term contracts with duration up to 12 months.

fmpairment 2018 2017
impairment vesse! 661 1135
impairment ROV's and operating equiprment 4

Irnpairment goodwil 27 11
Total impairment 631 1146

Impairment tests have in addition resulted in impairment of vessel in joint ventures with NOK 46 million (NOK 176 million). The impair-
ments are divided on 5 vessels, all owned by DOF Deepwater AS. DOF’s 50% share of the impairment is as follows;

Number of vesse! impaired Book vaiue 31.12 2018 impaired vessels lmpairment 2018
Age P8V AHTS Subsea PSV AHTS Subsea PV AHTS Subsea Total
0-10vears 5 360 46 48
Totai - 5 - - 360 - - 46 - 48
Number of vessel impaired Book value 31.12.2017 impaired vessels Impairment 2017
Age PSV AHTS Subsea PSV AHTS Subsea PSV AHTS Subsea Total
0-1Q years 5 429 176 176
Total - 5 - - 429 - - 176 - 176

In additon vessel in associates has been impaired with NOK 4 million in 2018 {NOK 11 million in 2017). The impairment is reflected in
Share of income of associates and joint ventures in the Income statement.

For further information see note 4 Accounting estimates and assessments.
For further information about joint ventures please see note 32.
For further information about measurement level see note 26 "Hedging activities’.
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14 Tangible assets {continued)

Sensitivity analysis of impairment

A 10% drop in broker estimates as per 31 December 2018 will bring broker value below book value by additional NOK 612 million, In total this
will affect 29 of the Group’s vessels. This effect might result in an additional impairment loss for the Group. An impairment test will in addition
consider possible positive contract values and other elements in a value in use calculation.

Broker estimates calculated in USD has dropped significantly in the period 2014-2018. However, the change in USD-NOK currency rates have
partly offset the drop in broker estimates when converting the values to NOK. When testing the reasonableness of broker estimates, the Group
has concluded that the implied rates and utilisation in the broker estimates are within the range of budgets and forecasts. While testing the rea-
sonableness of the broker estimates the Group has applied a nominal WACC after tax in the range of 7,60 - 8.50%.

DOF Group has a relatively new fleet of vessels (average age approximately 10 years) and as a result future cash flows for a long period of time.
The key assumptions in a discounted cash flow calculation for vessels are utilisation and charter rates. Changes in these assumptions would have
considerable effects on the net present value of the vessels in a value in use calculation.

The Group performs impairment testing of the assets on quarterly basis, and by year the principles for impairment was evaluated, including a
comparison of impairment booked among peers. The drop in vessel values has since 2014 been impacted by the age of the fleet and the mix of
vessel segments, hence a smaller drop within the Subsea segment compared with the AHTS and PSV segment. The Group has further benefited by
a high backlog and a historical high utilization of the fleet, and been privileged by high local content in certain countries (i.e. Brazil).

Finance leases of tangible assets - the Group as lessee
The Group’s assets held under finance leases include several ROVs and IT equipment. For further information on these, please refer to note 15 Leases.

Newbuilding

The balance at year end 2018 on newbuilds relates to subsea equipment under construction.

In addition the Group has one vessels under construction as of 31 December 2018, which are owned by a 50/50 joint venture between DOF Subsea and
Technip FMC. Joint venture and the associate are consolidated using equity method, see note 32 for further information.

15 Leases

Operationat leases of tangible assets - the Group as lessee

Overview of future minimum lease: Within 1 year 2-5 years After 5 years Total

Mimireum coerating sase pavments fallng due n the periods 181 351 146 678

Within the subsea segment, the Group leases third party vessels on short-term basis depending on operational requirements in order to serve
the Group’s clients. Yearly lease fee for 2019 related to vessels are approximately NOK 116 million.

The lease of the head office is described in note 29 Related parties. Yearly lease fee for the Group’s office buildings and warehouses are
approximately NOK 58 million. For further information on leases, please refer to note 2 Accounting policies and note 36 Adoption of new
standard IFRS 16 Leases.

Lease income - the Group as lessor

Parts of the Group’s operational fleet are leased out on time charter. The Group has concluded that a time charter (TC) represents the lease of an
asset and consequently is covered by TAS 17. Lease income from lease of vessels is therefore reported to the profit and loss account on a straight
line basis for the duration of the lease period. The lease period starts from the time the vessel is put at the disposal of the lessee and terminates
on the agreed date for return of the vessel.

The table below shows the minimum future lease payments arising from contracts on vessels at year-end 2018 (TC contracts). The amounts are
nominal and stated in NOK million.

2018 Within 1 year 2-5 years After Syears Total

Minirmum cperating iease revenue 2755 4025 778 7558
Minirum coerating iease revenue including jont ventures 4099 9343 3188 16641

Total future minimum operating lease revenues include firm contracts from DOF Group vessels and the Group’s share of vessels in the jeint ventures.

Joint ventures are consolidated using equity method, see notes 5, 6 and 82 for further information.
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15 Leases {continued)

Financial lease
The Group’s assets held under financial lease include several ROVs and IT equipment. In addition to lease payments, the Group is also
commited to maintain and insure the assets. The assets held under financial lease are as follows;

Financial lease 2018 2017
Costat 01.01 754 846
Additions 22 144
Disposals - -37
Costat 31.12. 776 754
Depreciation at 01.01. 1581 151
Depreciation for the year 70 56
Depreciation disposal - -37
Depreciation at 31.12. 250 181
impairment 01.01 3 3
inpairment for the year - -
fmpairment 31.12 3 3
Book vaiue at 31.12. 522 570

ROV end iT equpmert are recogrised as part of targible assets, please refer to note 14

GOverview of future minimum lease payments Within 1 year 2-5years After 5 years Total

Minimum lease amounts falling due in the periods 97 182 18 275

Forinformation or repayment of lease cebt, piease refer to note 22

16 Non-current receivables

Note 2018 2017
Nen-current receivables fom joint ventres 1073 1020
Neon-current derivatives G 34 22
Other non-current receivables E 71 87
Total 1177 1128
17 Trade receivable
2018 2017
Trade receivable at nominat value 841 1010
Uninvoiced revenue 480 580
Pravision for bad debts -9 -11
Total 1312 1880

The Group’s credit exposure is mainly towards customers who historically have had good financial capability to meet their obligations. The
company’s credit risk to clients is considered low and losses have historically been low. The current demanding market have increased the
credit risk, however it is still considered to be acceptable. An impairment analysis is performed to measure excpected credit losses.

As of 3112, the Group had the following accounts receivable which had matured, but not been paid.

Total Notmatured <30d 30-60d 60-90d >30d
2018 541 631 123 9 2 77
2017 1910 537 118 82 39 134
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17 Trade receivable {continued)
Trade receivable divided on currencies:
2018 2017
Currency NOK Ratio % Currency NOK Ratio %
Js0 39 336 26%! 78 841 A1%
BRL 192 429 33%! 148 367 23%
AUD 37 230 189%! 35 226 14%
NOK - 283 1494 145 9%
GBP 5 54 A% 5 52 3%
Other currencies 80 5% 148 9%
Total 1312 100%! 1,580 100%
18 Other current assets
Note 2018 2017
Pre-paid expenses 136 117
Accrued interest incorre 4 8
Sovernment taxes (VAT) 73 95
Current derivatives 2 14
Fuel reserves and other inventory a1 58
Other current receivables a9 112
Total 406 401
19 Cash and cash equivalents
2018 2017
Restricted deposits * 315 394
Bank deposits **} 1616 1845
Cashand cash equivalents at 31.12 1932 2238

* Non-current koans have been provided by Eksportfinans and are invested as restricted deposits. The repayment terms on the loans are equivalent with the reduction on the
deposits. The loans are fully repaid in 2021. The cash deposits are inchuded in Restricted depesits with a total of NOK 178 million (NOK 279 million). In addition NOK 115
million of restricted cash are deposits pledged as security for loans and bank guarantee.

**) The Group has cash pooling arrangements whereby cash surpluses and overdrafts residing in the Group companies bank accounts are pooled together to create a net
surplus. Liguidity is made avaitable through the cash pocling for the Companies in the Group to meet their obligations. No overdraft facilities are connected to the cash pools.
The cash pools are classified as bank deposits in the table above,

Currency Balance Currency Balance

Currency amount  31.12.2018 amount  31.12.2017

Cash pool arrangerment 1 NOK 548 £48 1034 1034
Cash pool arrangement 2 NOK 901 2901 666 666
Cash pool arrangement 1 Ush 21 <186 -24 -201
Cash pool arrangament 2 Ush 70 -606 -4z -344
Cash pool arrangament 1 GBP 10 106 -0 -3
Cash pool arrangement 2 GBP -4 -48 -5 -84
Cash pool arrangement 1 EUR -5 -80 5 -53
Cash pocl arrangerment 2 EUR 58 -4 -39
Cash pool arrangerment 1 CAD 5 1 5}
Cash pool arrangement 2 CAD 55 5 31
Cash pool arrangement 1 Other -1z 12
Cash pool arrangament 2 Other 7 5
Total net cash poot 850 1029
Total surpiuses 1799 1731
Total overdrafts -850 702

The Group has total credit facilities of NOK 650 million at period end, of whick NOK 400 mithon was utilised. For further information about market-, crediv- and Baquidity risk see note 3.

19.08.2020 kl 11:44

Brgnngysundregistrene

Side 57 av 108



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

48 DOF ASA ANNUAL REPORT 2018

20 Share capital and share information
Share capital: The share capital in DOF ASA as of 3t December 2018 was NOK 1,466,188.895 distributed between 293,237,779 shares, each with
a nominal value of NOK 5.00.

Nominal value of the shares: In the General Meeting at 24 May 2018 it was decided to consolidate the shares in the ratio 10:1 so that 10 shares,
each with a nominal value of NOK 0.50, is consolidated into one new share with a nominal value of NOK 5.00.

Number of shares: In the General Meeting at 24 May 2018 it was decided to consolidate the shares in the ratio 10:1. See comment to the nominal
value of the shares.

Share issues in 2018: There has been four share issues during 2018. Two share issues related to converted bond loan with increase of 4,339,861
shares and two right issues with increase of 33,666.667 shares.

Share issue authorisation: The Board of Directors is granted authorisation to increase the Company’s share capital by NOK 361,122,397 by sub-
scription and issue of up to 72,224,479 shares, each with a nominal value of NOK 5.

Convertible bond: An Extraordinary General Meeting on 6 July 2016 has allecated autherisatien te the Board of Directars for a capital increase of up to

823,640,482 shares at a nominal value of NOK 0.50 related to a Suberdinated Convertible Bond. Remaining authorisation is 23,218,389 shares.

Shareholders: The 20 largest shareholders of DOF ASA and shares owned by management and board members including shareholdings held by
closely related persons and companies at 31 December 2018 were as follows:

2018 2017
Shareholders at 31.12 No of shares ) Shareholding No of shares Shareholding
M@GSTER MOHN OFFSHORE AS 150638 643 5137% 15056399363 56.02%
BNP PARIBAS SECURITIES SERVICES 9570188 3,26% 957016286 375%
MP PENSJON PK 3382154 115% 43414691 1.70%
hMeorgan Stanley & Co. LLC 30700C1C 1,05%
Nordnet Bank AB 2606 748 089%
DRAGESUND INVEST AS 2380 CCC 0,80% 24800000 096%
AS NAVE 2000 C0C 0.868%
MOCO AS 1984 418 0,68% 19 844 184 0,78%
CITY FINANCIAL ABSOLUTE EQUITY FD 1927718 0.866% 27750000 1.09%
SKANDINAVISKA ENSKILDA BANKEN AB 1643201 0,56% 26356058 1,03%
NORDNET LIVSFORSIKRING AS 1813238 055% 11019455 043%
STAVERN HELSE OG FORVALTNING as 1500 CCC 0,51%
HOLDEN 1221382 0.42%
The Northern Trust Comis, London Br 112843233 0,41%
MANDATUM LIFE INSURANCE COMLTD-7 1012 CoC 035%
BJARKEHAGEN AS 1000 CCGC 0,34%
STOKOAS 1000CCC 034%
AKERSHUS FYLKESKOMM. PENSJONSKASSE 1000 CCGC 0,34% 10000 000 039%
KRISTIAN FALNES AS 950 CCC 0,32% 9500000 037%
PARETQ INVEST AS 937 542 032%
Total 100621725 85,01% 1774585437 69,52%
Other sharshoiders 102 616 054 34.99% TITTZTOT75 30.48%
Total 203237778 100,00% 2552312512 100,00%
1 The shares i COF ASA has been corsolidated i the ratio of 101 :nMay 2013
Shares controlled directly and indirectly by 2018 2017
Board of Directors and Management No of shares ) Shareholding No of shares Shareholding
Board of Directors
Helge Megster (Lafjord AS} Chairmar: of the Board 17755805 5,06% 206129588 8.08%
Helge Singeistad Deputy Chairman 417 B67 0,14% 4178667 016%
Marianne Megster (Lafjord AS) Board member 5684577 194% 49082 742 192%
Kathryn M. Baker Board member - 0,00% - 0,00%
Frederik Mchn (Perestroika AS} Board member 50631154 17.27% 505307 560 19.80%

Wig Laco AS, the Megster family, inciudirg Heige tMooster and Mariarne Megster, have indirect contro! of 66,29% of the shares in #Megster Mokn Offshore AS, the mavn shareholder of COF
ASA Lafjord AS -5 one of the owners in Laco AS. Frederik Mohn {(Perestroika AS1 owns 23,6 1% of the shares in Megster Mohr: Offshore AS

Management group

Mons 5. Aase (Moco AS) CED 1984419 0,68% 19844 184 078%
Hilde Drenen (Ciupedalen AS} CFQ 449335 0,15% 4493342 0.18%
Total 76923157 26,23% 789036 063 30,91%

"IThe shares ir CO™ ASA has been corsolidated i the ratio of 10:1:nhay 2013
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21 Non-controlling interest
Non-controlling interest represents external interest in subsidiaries and daughter subsidiaries.

Non-controlling share of profit {loss) and financial position are as follows:

DOF Subsea  DOF installer DOF Subsea  DOF installer
AS ASA AS ASA

Cther 2018 Other 2017
Ownership share of non-controlling interest 35% 15% 35% 15%
Non-controlling share of;
Operating incoime 1313 45 109 1468 1885 a3l 185 2102
EBITCA 381 19 5 405 558 24 G 586
Depreciation and Impairment -318 -14 B -338 -472 -8 -5 -487
Dperating resuit 82 5 1 87 84 18 -2 99
Prcfit (ioss) pefore taxes 216 -2 -1 -220 -42 5 -3 -40
Taxes -16 - - -16 73 1 72
Prafit ('css} for the year 232 -3 -5 -235 115 5 -2 -112
Financial position
Tangile assets 3787 311 15 4113 5610 333 1 5844
Financial assets 1163 - 3 1166 1054 1 14055
Neon-current debt 2668 182 12 2872 4077 162 9 4247
Current portion of non-curent debt 755 25 10 780 570 28 4 802
Changes in non-controiling interest;
Non-controlling interest 1.1 2263 240 2 2505 3281 234 5 3521
Neon-corntrolling interest share of result 232 -3 1 -235 -115 5 2 112
Nen-centrolling interest share cf result OC| 37 - - 37 -7 - -1 -8
Dividends to non-centroiling interest - -31 - -31 - - - -
FRZ S implermentation effect 9 - - -9 - - - -
Other effects 2 - - 2 -
Reduced non-controlling interest - - - - -B96 - - -596
Non-controlling interest 31.12 2060 206 2 2268 2263 240 2 2505

In December 2017, DOF ASA increased their share in DOF Subsea AS from 51% to 65%. Non-controlling interest share of the profit in 2017 is 49%. The reduced
non-controlling interest is reflected in the equity at year end 2017.

Please see note 31 for more information about the subsidiaries.
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22 Interest bearing debt

RBond loans

DOF ASA has a 5-year convertible bond with zero coupon and no financial covenants; DOF12 (DOF ASA 16/21 0% SUB CONYV). The bond

loan is classified as other equity. The bondholders may convert their bonds to shares at NOK 10 per share through the tenor of the loan. On
the final maturity date the remaining bonds will automatically be converted to shares. The initial value of the bond loan was NOK 1,032.5

million and outstanding by 31.12.2018 is NOK 232 million. The bond is trading on the Oslo Stock Exchange, last trade price was NOK 81.50.

DOF ASA’s subsidiary DOF Subsea AS has three bond loans outstanding, DOFSUBO07 (13/18), DOFSUBOS (17/22) and DOFSUB09 (18/23),
see figures next page. DOF SUB09 was issued in November 2018 with the value of NOK 900 million. The bond has a 5-year tenor, bears a
interest of NIBOR + 8.0% and is unsecured.

In connection with the placement of DOFSUB09, DOF Subsea repurchased bonds in both DOFSUB07, DOFSUB08 and DOFSUB09. The
trustee on behalf of the bond holders is Nordic Trustee ASA. Interest rates are both floating and fixed. No particular security has been pro-
vided for the loans, and DOF Subsea is free to acquire its own bonds.

Non-current liabilities to credit institutions
The main share of the Group's fleet is financed via mortgaged loans. A set of shared covenants has been established for the mortgaged loans in
DOF Group and DOF Subsea Group.

For DOF ASA, the most important financial covenants are as follows:

+ The Group shall on a consolidated basis have a book equity of at least NOK 3,000 million.

« The Group (excluding DOF Subsea AS and its subsidiaries) shall have available cash of at least NOK 500 million.
* The fair market value of the vessels shall at all times be at least 100% - 125% of the outstanding debt.

» Certain change of control clauses related to Magster Mohn Offshore AS’ ownership in DOF ASA.

* DOF ASA shall be listed on the Oslo Stock Exchange.

The most important financial covenants for DOF Subsea AS’ fleet are as follows:

« DOF Subsea AS shall on a consolidated basis have a book equity of at least NOK 3,000 million, and value adjusted equity ratio of at least 30%.

« DOF Subsea AS shall on aconsolidated basis at all times have free cash reserves of NOK 500 million (based on the proportionate consolidation
method of accounting of joint ventures)

« DOF Subsea AS shall on a consolidated basis have positive working capital (excl. current portion of debt to credit institutions).

+ The fair market value of vessels shall be at least 110% - 130% of outstanding debt.

+ DOF ASA shall be the principal shareholder in DOF Subsea AS, and own a minimum of 50.1% of the shares.

In addition, normal terms and conditions for this type of loans apply. such as full insurance of the Group’s vessels and restrictions regarding
changes of classification, management and ownership of the vessels.

The Group is in complience with all covenants as of December 2018.

Non current interest bearing liabilities Note 2018 2017
Bond ioans 2480 1914
Debt to credit institutions 13007 15029
Total non current interest bearing liabilities 15487 16943

Current interest bearing liabilities

Bond icans. 100

Debt to credit institutions 3374 1887
DOverdraft facilities 59 410
Total current interest bearing liabilities "} 3534 2097
Total non-current and current interest bearing liabilities 19 021 19040
Cash and casn equivaients iH 1932 2238
Net Interest-bearing debt 17 089 16 802

*) Current interest bearing debt in the statement of financial position inchides acerued interest expenses NOK 145 million. Accrued interest expenses are excluded in the
figures above.

Average rate of interest 477% 4.85%
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22 Interest bearing debt {continued)

instalments, bailoons and Q1 02 Q3 Q4 Subse-

interest profile 2018 2018 2018 2018 2018 2020 2021 2022 2023 quent Total
Bord loans - - - 100 120 367 - 1278 840 - 2585
Debt to credit institutions 567 1276 853 679 3374 2058 3594 1250 1756 4405 16438
Overdraft facilities 59 - - - 59 - - - - - 59
Total instalments and balloon 627 1276 853 779 3534 2426 3594 2528 2536 4405 19083
Calculated interest profile 239 2086 238 187 571 741 616 433 325 575 3562
Total instalments, bafloons and interest 866 1481 1082 966 4405 3167 4210 2962 28921 4978 22644

Current portion of debt to credit institutions amounts to NOK 3,374 millicn, including balloon payments of NOK 1,389 millicn, crdinary instalments of
NOK 1.585 millicn and drawn credit facilities of NOK 400 million. The credit facilities are non-current and may be redrawn.

Interest repayment is based on current repayment profile and the yield curve for the underlying interests from Reuters as of December 2018.

Financial lease liabilities

Financial lease liabilities are included in debt to credt institutions. Repayment profile for debt to credit institutions includes repayment of
financial lease debt. Total liability on financial lease debt amounts to NOK 275 million as of 31 December 2018. Financial leases are repaid on
a monthly basis with maturity from 3 to 10 years. The current portion of financial lease debt as of 31 December 2018 is NOK 97 million.

Lisbilities secured by mortgage 2018 2017
Debt to credit instituticns 15982 16717
DOverdraft facilities - 400
Total liabilities 15982 17 117

Assets provided as security

Tangile assets 18389 205858
investrrent in subsidiary/Net asset pledged consolidated % 2218 2218
Total assets provided as security 20607 22 874

*) Shares in Norskan Offshore SA pledged against credit facility in DOF ASA.

For loans issued directly to ship-owning subsidiaries of DOF ASA and DOF Subsea AS, a parent company guarantee has been issued from DOF
ASA and DOF Subsea AS respectively, for the nominal amount of the loans in addition to interest accrued at any given time.

2018 2017
nterest-bearing liabilities, divided by currency: Currency NOK Ratio % Currency NOK Ratio %
Usor 1173 10182 53% 1279 10 489 55%
NOK 5413 8413 A44% 5199 5199 A43%
CAD 60 379 2% 65 426 2%
BRL 49 109 1%
Total 18083 100% 19114 100%
Fair vakze of pon-current loans
The fair value of the company's bond loan at 31.12.2018 was as follows:
Outstanding Qutstanding

Coupon Price”} amount knitial amount Price ) amount Initiad amount
Loan Oue date rate 31.12.2018 31.12.2018 31.12.2018 31.12.2017 31122017 31122017
DOFSUBO7 22052020 58.08% 10050 467 1300 10000 508 1300
DOFSUB0S 14032022 950% 99.25 1275 1489 8925 1418 1489
DOFSUB0S 27112023 9.21% 10000 840 300
Total 2585 3689 1927 2788

*) Price at par price.

Other non-current liabilities, with the exception of non-current loans, have nominal value equivalent to fair value of the liability.
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22 Interest bearing debt {continued)

Reconciliation of changes in iabilities 2018

ANNUAL REPORT 2018

Non-cash changes

Amortised
Balance Proceeds oan Reclassi- Currency Balance

31122017 Cashflows | IFRSQeffect  lease debt expenses fication  adjustment | 31.12.2018
Non current interest bearng liabilities
BEond loans 1914 568 25 -7 -100 51 2480
Debt to credit institutions 15029 -1 208 18 23 <1264 409 13007
Total non current interest bearing lisbilities 16943 -BA0 25 18 18 -1364 490 15 487
Current interest bearing liabifities
Bord loans. 100 100
Debt to credit institutions 1687 400 1264 24 3375
Overdraft faclities 410 -350 -1 53
Total current interest bearing liabilities 2087 50 - - - 1364 23 3534
Total interest bearing liabifities 19040 -530 25 18 18 - 513 19021
Reconciliation of changes in kabilities 2017

Non-cash changes
Amortised
Balance Proceeds oan Reclassi- Currency Balance

31122016 Cashflows | Acquisition lease debt expenses fication  adjustment | 31.12.2017
Non current interest bearng liabilities
Bond loans 1297 897 -10 70 1914
Debt to credit institutions 16729 -1398 55 141 3 -503 15029
Total non current interest bearing liabilities 18025 701 55 141 -4 - -873 16943
Current interest bearing liabilities
Bond loans -
Debt to credit instituticns 1661 60 -34 18687
Qverdraft facilities 410 410
Total current interest bearing liabilites 1661 470 - - - - 34 2097
Total interest bearing liabifities 19686 231 55 141 -4 - -607 19040
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23 Other non-current liabilities

Note 2018 2017
Pensicn 39 34
Derivatives 28 29 55
Deferred tax 11 13 16
Other non-current tiabilities 9 36
Total Q0 142
24 Trade payables
2018 2017
Trade pavakles 508 8§74
Total 808 874
Trade payable has the following currency split;
2018 2017
Currency NOK Ratic % Currency NOK Ratio %
usor 37 318 39% 28 229 26%
NOK - 115 14% 300 34%
BRL 58 130 16% 79 185 22%
AUD 16 98 12% 2 13 1%
GBP 5] &9 9% 3 37 A%
Other currencies - 78 10% - a9 11%
Total 808 100% 874 100%
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25 Other current liabilities

Note 2018 2017
Pubic duties pavable 170 182
Tax payakles 23 32
Prepayments from customers g 3
Fair value forward contracts 105 78
Accrials guarantee faility 126 50
Other current liabilities 191 185
Total 623 539

26 Hedging activities

Derivatives

As of 31 December 2018, the Group has foreign exchange swaps to hedge future sales to customers in USD and EUR. Forward exchange deriv-
atives are utilised to hedge currency risk related to projected future sales. Interest rate swaps are utilised to manage interest rate risk by
converting from floating to fixed interest rates. The Group has not applied hedge accounting for any of the interest rate swap agreements enter-
ered into in 2018.

The table below displays the fair value of derivative financial instruments as of 31 December 2018.

2018 2017

Measurement level Assets Liabilities Assets Liabilities
interest rate swWaps z 32 25 19 66
Feoreign exchange contracts 2 4 109 17 85
Total 36 134 36 132
Non-current portion
interestrate swaps =2 32 24 18 51
Foreign exchange contracts =2 2 S 3 4
Non-current portion 34 29 22 55
Current portion 2 1085 14 76

Derivatives are classified as a current asset or liability if not designated as a hedge instruments. The full fair value of a hedging derivative is
classified as a non-current asset or liability if the remaining maturity of the hedged item is more than 12 months and, as a current asset or
liability, if the maturity of the hedged item is less than 12 months.

Measurements of financial instruments
The Group uses the following hierarchy when determining and disclosing the fair value of financial instruments.

Total measurement level 1
Quoted, unadjusted prices in active markets for identical assets and liabilities.
Fair value of interest-hearing debt is disclosed face value of the bank loans and market value of bonds.

Total measurement level 2

Quoted techniques for which all inputs which have significant effect on the recorded fair value are observable, directly and indirectly.
The fair value of forward exchange contracts is determined using the forward exchange rate at the balance sheet date. The forward exchange
rate is based on the relevant currency’s interest rate curves. The fair value of currency swaps is determined by the present value of future cash
flows, which is also dependent on the interest curves.

Total measurement level 3
Techniques which use inputs which have significant effect on the recorded fair value that are not based on observable markeds data.
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26 Hedging activities {continued)

Iriterest rate derivatives
As of 3112 the Group held the following interest rate derivative contracts, not qualified for hedge accounting.

fnstrument Fixedrate Floating rate Notional amount Effective from Maturity date
31122018

interest rate swaps - USD 1.43% Libor 3m 50 2016 2021
interestrate swaps - NOK Nibor 3 - 8m 5299 2013-2018 2018-2023
31.12.2017

interestrate swaps - USD 1.43% Libor 3m 50 2016 2021
interestrate swaps - NOK 0.85% - 4.41% Nibor 3 - B 5384 20112017 2018-2023

Foreign exchange derivatives
As of 31.12 the Group held the following foreign exchange rate derivatives, not qualified for hedge accounting.

Committed

fnstrument Received Amount Remaining term to maturity
31122018

Foreign exchange forwards NOK 41 <1 year
Foreign exchange forwards NOK - >1 year
Foreign exchange opticns NOK 969 <1 year
Foreign exchange opticns NOK 130 =1 year
Foreign exchange swaos NOK 1235 <1 year
31.12.2017

Foreign exchangs forwards NOK 232 <1 year
Foreign exchangs forwards NOK 41 >1 year
Foreign exchange cpticns NOK 550 <1 year
Foreign exchange cpticns NOK 138 >1 year
Foreign exchange swaps NOK 1287 <1 year

The Group has committed to sell foreign currencies against NOK on forward contracts. The Group has also entered into risk reversal options.

Derivatives are settled at various dates during the next 12 months. Gains and losses recognised in the forward foreign exchange contracts
and interest rate swaps as of 31 December 2018 are recognised in the income statement in the period or periods during which the transaction
affects the profit or loss.

The Group use cash flow hedge accounting related to foreign exchange rate risk on expected highly probable income in USD, using a non deriva-
tive financial hedging instrument. This hedging relationship is described below.

Hedge accounting

Cash flow hedge involving future highly probable revenue

The cash flow hedges hedge a portion of the foreign currency risk arising from highly probable revenues in USD relating to time charter
contracts on vessels owned by Norskan Offshore Ltda. The present value of the hedge items as at 31.12.2018 was NOK 4,269 million including
fixed and option periods.

The hedging instruments are portions of the companies’ long-term debt denominated in USD. The risk being hedged in each hedging relation-
ship is the spot element of the forward currency rate of USD/BRL. The future highly probable income has a significant exposure to the spot
element as the spot element is the main part of the forward rate. The long-term debt is translated from USD to BRL at spot rate on the balance
sheet date every reporting period.

The effective portion of changes in fair value of the instruments that are designated and qualify as cash flow hedges is recognised in other com-
prehensive income. The gain or loss relating to the ineffective portion is recognised immediately in the profit or loss.
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26 Hedging activities {continued)

Carrying amount

Hedge Nature of of the hedging

Hedging instrument items the risk Maturity instrument

; i . Pertion of exprected montily Highty BRLIUSD spot January 2019- -
Nen-derivative Financial nstruments Probable Revenue in USD.  exchangerate risk WMay 2029 4318
Effective portion of cash flow hedges Gains {losses] reclassified from
recognised in other accumulated other comprehensive
comprehensive income income to income statement
2018 2017 2018 2017
Non-derivative financial instrurments, pre-tax 573 -5 -180 171

There was not identified ineffectivity in cash flow hedging for the non-derivative financial instruments, both prospective and retroprospective.

Gains (losses) to be reclassified from accumulated other comprehensive income to income statement as follows:

2019 2020 2021 2022

Non-derivative financiai instrurmants, pre-tax -178 177 -168 -163

27 Financial assets and liabilities: Information on the balance sheet

This note gives an overview of the carrying and fair value of the Group’s financial instruments and the accounting treatment of these instru-
ments. The table is the basis for further information regarding the Group’s financial risk. The table also shows the level of objectivity in the

measurement hierarchy of each method of measuring the fair value of the Group’s financial instruments.

31122018 Financiatinstruments  Financial instruments Gf this included

at fair value through measured at interest bearing Fair

profit or loss amortised cost Totad debt value

Assets
Neon-current derivatives 34 - 34 34
Other non-current receivables 71 7L 71
Current derivatives 2 - 2 - 2
Trade receivable and other current receivabies 1488 1488 1488
Restricted deposits 316 316 316 316
Cash and casn equivaients 1616 1616 1616 1616
Total financial assets 38 3401 3527 1932 3527
Lisbilities
Ner-current oond loans and debt to credit institution 15487 15 487 15 487 15 480
Current bond loans and debt to credit institution 3678 3678 3534 3678
Nen-current derivatives 29 - 29 29
Other non-current derivatives - 9 8 9
Current derivatives 105 - 105 105
Trade payable and other current liabdities 1208 1206 1206
Total financial liabilities 134 20380 20515 19021 20 587
Total financial instruments -38 -16 883 -16 887 -17 0839 -17 070

IFRS 9 contains two principal classification categories for financial instruments, amortised cost and fair value. The classification of financial
instruments under IFRS 9 is generally based on the business model in which a financial instrument is managed and its contractual cash flow
characteristics, IFRS eliminates the pervious IAS 39 categories of held to maturity, loans and receivables and available for sale. On 1 January
2018 (the date of initial application of IFRS 9), the Group has assessed which business models apply to the financial instruments held by the
Group and has classified its financial instruments into the appropriate IFRS 9 categories. The adoption of IFRS 9 has not had a significant
effect on the Group’s accounting policies related to financial instruments. Financial instruments classified as loans and receivables in 2017 is in
2018 classified as financial instruments measured at amortised cost. There was no effect in measurement resulting from this reclassification.
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27 Financial assets and liabilities: Information on the balance sheet {continued)

31122017 Financial instruments Financial instru- Of this included
at fair valuethrough  ments measured at Loans and interest bearing

profit or loss amortised cost  receivables Total ebt Fair value
Assets
Nen-current derivatives 22 a 22 22
Nen-current receivables o} 57 87 87
Current derivatives 14 a 14 14
Trade receivable and other current receivables 1792 1792 1782
Restricted deposits 394 394 394 394
Cash and cash equivaiants 1845 1845 1845 1845
Total financial assets 36 o] 4117 4153 2238 4153
Lisbilities
Non-current sond loans and debst tc credit institution 16 943 16943 163943 18 791
Current bond lcans and debt to credit institution 2235 2235 2097 2235
Non-current derivatives 55 0 55 55
Other non-current jiabilities 36 36 36
Current derivatives 76 0 76 76
Trade pavakle and other current liabdities 1208 1209 1208
Total financial liabilities 132 20422 0 20554 19040 20402
Total financial instruments -95 20422 4117 -16 401 -16 802 -16 249

Prepayments and non-financial liabilities are excluded from the disclosures above.

The following of the Group’s financial instruments are measured at amortised cost: cash and cash equivalents, trade receivables, other current
receivables, overdraft facilities and all interest bearing debt.

The carrying amount of cash and cash equivalents and overdraft facilities is approximately equal to fair value since these instruments have a short
term to maturity. Similarly. the carrying amount of trade receivables and trade payables is appreximately equal to fair value since they are entered

inte at standard terms and conditions.

The fair value of the interest-bearing debt is the disclosed face value of the bank leans and market value of bonds.
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28 Guarantee

The Group has commitments to clients to ensure proper performance under contracts. These commitments are mainly parent company
guarantees from DOF Subsea AS on behalf of subsidiaries or counter guarantees in favor of banks for the issuance of bank guarantees and
performance bonds. The guarantees are limited to fulfillment the contract and are released after delivery of the project. In some cases, this is
followed by a warranty period. Normally this warranty period will have duration of 12-24 months and will only be for a portion of the intitial
guarantee amount.

Guarantees are given to suppliers for fulfillment of payments for deliveries of goods and services including vessels.

The Group has issued guarantees in relation to construction of newbuildings. See note 32 for future commitments related to newbuildings as
part of the joint venture with TechnipF MC.

The Group has guarantee commitments on behalf of non-consolidated companies as per 31.12.2018:

« DOFCON Brasil Group {50% owned): Guarantees in favor of credit institutions in the total amount of USD 423 million .

« DOF Deepwater AS (509 owned): Guarantee in favor of credit institutions in the total amount of NOK 508 million.

+ IcemanAS {34.5% owned) : Guarantee in favor of credit institutions in the total amount NOK 412 million. 50% of the commitment is counter
guaranteed by Vard Group.

+ LOS Shipping I and LOS Shipping II AS: Agreements whereby DOF ASA guarantees coverage of opex and interest for a period of time, in return for
a purchase option.

Guarantee income is classified as other financial income in the income statement.

29 Reiated parties

Board members and management of DOF ASA and its subsidiaries will be regarded as related parties.

Below is a detailed description of significant transactions between related parties:

Long-term agreements:
Mogster Mohn Offshore AS owns 51.37% of the shares in DOF ASA. Laco AS is the main shareholder of Mogster Mohn Offshore AS.

Mogster Management AS provides administrative shared services to DOF ASA. Magster Management AS is owned by Laco AS, Total administrative
fee for 2018 is NOK 7 million (NOK 7 million).

Austevoll Eiendom AS is a subsidiary of Austevoll Seafood ASA, which in turn is a subsidiary of Laco AS. DOF Management AS and Marin IT
AS leases premises from Austevoll Eiendom AS. Total leases premises in 2018 are NOK 5 mill (NOK 6 mill).

Individual transactions:

Group

The Group has used the shipyard Fitjar Mekaniske Verksted AS to do maintenance and repairs on the vessels. Total costs in 2018 are NOK 6.7
million (NOK 6.0 million) and was at market terms. In addition the Group has pai¢ NOK 1.3 million for rent of quay from Brdr Birkeland AS. Both
companies are part of the Laco AS Group.

Loans to joint ventures

Loans to joint ventures DOFCON Brasil Group and DOF Ieceman AS, including financing of newbuild program in DOFCON Brasil Group
are booked at NOK 1.073 million per vear end. DOF Subsea AS also guaranteed for 40% of the purchase price of new vessel to the yard. For
further information on joint ventures see note 32.

Guarantee

DOF ASA has issued a guarantee in the maximum amount of NOK 412 million on behalf of Iceman AS in favor of DNB ASA. Guarantee income
in 2018 was NOK 5 million (NOK 5 million). Iceman AS is owned with 40% by DOF Iceman AS. DOF ASA and Vard Group ASA are owners with
50% each in DOF Iceman AS, and Vard has issued a counter-guarantee for 50% of the amount. In addition DOF ASA owns 14.5% in Iceman AS.
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30 Remuneration to executives, Board of Directors and auditor

Total payments for salary, pension premium and other remuneration to CEO and CFO;

Year 2018 Year 2017
Amount in TNOK CEO CFO Total CEO CFO Total
Saary inci bonus 7631 4202 11893 4018 2111 5129
Pension prerniurn 254 332 5886 185 222 407
Other rermuneration 17 122 138 17 135 152
Total 7962 4656 12 618 4220 2468 6 688

CEO = Mons Aase, CFO = Hilde Drenen

The CEQ has the right to a bonus payment of 0.5% of the Group’s annual result. In addition the CEQ can be granted a discretionary bonus.
The term of notice for the CEQ is 6 months. If the CEO resigns from his position, he has the right to an extra compensation corresponding
to 12 months’ salary. Retirement age is 67 years with a pension of up to 70% of salary (12 times the National Insurance base amount) upon
retirement.

In addition, the executive vice president (EVP) in DOF Subsea is entitled to a bonus based on the result of DOF Subsea and personal
performance.

A loan of NOK 2.5 million has been given to each of the CEOQ and the EVP in DOF Subsea. The annual interest on the loans is 29 and the
loans are to be paid in 2019. There is sufficient security related to the loans.

Board fees granted on the General annual meeting as of 24th of May 2018 totalled NOK 1,500,000 (NOK 1,500,000) and comprises NOK
300,000 (NOK 300,000) to the Chairman of the Board and NOK 300.000 (NOK 300,000) each to the board members. Compensation for
meetings have been paid to the Audit Committee (NOK 100,400) and the Election Committee (NOK 75,000).

Specification of auditor's fee {amount in TNOK} 2018 2017
Audit 8278 10412
Fee for cther confinmatery services 380 200
Tax consuitation 201 359
Fee for cther services 55 245
Total 8914 11216

All amovnts in the tabie are excl VAT

Guidelines for determination of salary and other remureration

to the CED and senior emplovess of DOF in 2018

The guiding principle of DOF ASA’s senior management salary policy is to offer senior employees terms of employment that are competitive
in relation to salary, benefits in kind, bonus and pension scheme, taken together. The company shall offer a salary level that is comparable
with corresponding companies and activities, and taking account of the company’s need to have well qualified personnel at all levels.

The determination of salary and other remuneration to senior employees at any given time shall be in accordance with the above guiding
principle.

Senior employees shall only receive remuneration in addition to the basic salary in the form of a bonus. The amount of any honus to the CEOQ
shall be approved by the Board. The bonus to other senior employees shall be set by the CEO in consultation with the Chairman of the Board.

DOF ASA has no schemes for the allocation of options for the purchase of shares in the company.

The senior employees are members of the company’s Group pension schemes which guarantee pension benefits not exceeding 12 times the
national insurance base amount per year.

Senior employees have agreements whereby they are entitled to a free car and free business telephone. Apart from this. there are no other
benefits in kind.

Where the employment of senior employees is terminated by the company, they have no agreements entitling them to severance pay except
for salary in the period of notice for the number of months provided for in the Working Environment Act. The contract of employment of
2005 for the CEO contains provisions providing for severance pay.
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31 Companies within the Group

ANNUAL REPORT 2018

Ownership and

Investments in subsidiaries Owner  Registered office Nationality voting share
DOF Suosez AS DOF ASA Bergen Norway 64,9 %
DOF Rederi AS DOF ASA Austevoll Norway 100%
DOF Rederilll AS DOF ASA Austevoll Norway 100%
DOF UK Ltd DOF ASA Aperdeen JK 100%
DOF Egypt n liqui DOF ASA Cairo Egypt 100%
Norskan A5 DOF ASA Austevoll Norway 100%
DOF Managerment AS COF ASA/DOF Subsea AS Austevoll Norway 100%
Marin IT AS COF ASA/DOF Subsea AS Austevoll Norway 75%
DOF Sunsea Chartering AS DOF Subsea AS Bergen Norway 100%
DOF Suosea Rederi AS DOF Subsea AS Bergen Norway 100%
DOF Supsea Rederi 11 AS OOF Sugsez Rederi 1 AS Bergen Norway 100%
DOF Sunsea Norway AS DOF Subsea AS Bergen Norway 100%
DOF Suosea Atlantic AS DOF Subsea AS Bergen Norway 100%
DOF Supsea ROV AS DOF Subsea AS Bergen Norway 100%
DOF Instaier ASA DOF Subsea AS Austevoll Norway 849 %
Semar AS DOF Subsea AS Oslo Norway 50%
DOF Supsee US Inc DOF Subsea AS Housten Us 100%
DOF Supsea Brasil Servicos Lida DOF Subsea AS Wacae Brazit 100%
DOF Suosea UK Ltd DOF Subsea AS Aberdeen UK 100%
DOF Supses S&P UK Ltd DOF Subsea AS Aperdeen JK 100%
DOF Supsea Ghana Lid DOF Subsea UK Ltd. Accra Ghana 49%
DOF Suosea Angola Lda DOF Subsea AS Luanda Angola 100%
DOF Supses Asia-Pacfic Pre. Ltd DOF Subsea AS Singapore Singapore 100%
PT DOF Subsea Indonesia DOF Subsea Asia-Pacific Pre Ltd Jakarta Indenesia 95%
DOF Suosea Australian Py, DOF Subsea Asia-Pacific Pre Ltd Perth Australia 100%
DOF Supses Labuan (L} Bhd DOF Subsea Asia-Pacific Pre Ltd Labuan Malaysia 100%
DOF Sunsea Malaysia Sdn Bhd DOF Subsea Asia-Pacific Pte Ltd Kuala Lumpur Malaysia 100%
DOF Suoses Offshore Services Pre Lid DOF Subsea Asia-Pacific Pre Ltd Singapore Singagcre 100%
DOF Sunses Asia-Pacfic Pre. Ltd, Philiopsine Branch DOF Subsea Asia-Pacific Pre Ltd huritiniugza City Philiopines 100%
Mashoer DOF Subsea Snd DOF Subsea Australian Pty Negara Brunei Darusséalam 50%
DOF Suosea Canada Corp DOF Subsea Us inc 5t Johns Canada 100%
DOF Supses S&EP US LLP DOF Subsea US inc Houston Js 100%
CSLUK Lid DOF Subsea Atlantic AS Aperdeen UK 100%
Norskan Offshore 54 Norskan AS Ric Brazit 100%
Norskan Offshore Ltda Norskan Offshore 54 Rio Brazii 100%
DOF Argenting DOF Management AS Buenos Aires Argentina 95%
DOF Se AS DOF Management AS Austevoll Norway 100%
DOF Managerrent Pte. DOF Managerent AS Singapore Singapore 100%
DOF hanagerment Australia Pty DOF Management AS Perth Australia 100%
DOF hManagerrent Egypt Branch DOF Managerment AS Cairo Egypt 100%
Poseidon Manzgement AS DOF Managerent AS Austevoll Norway 100%
DOF Offshore India Private Ltd DOF ASA humiay India 100%
DOF Sunsea Conge SA DOF ASA [DOF Subsea AS Pointe-Neire Conge 100%

DOF Subsea AS is a private limited company incorporated in Norway where the minority owner First Reserve Corporation owns the remaining

35%. The Company has a shareholders’ agreement with First Reserve Corporation regarding the ownership in DOF Subsea AS.
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32 Investments in jointly controlled companies and associated companies

DOFCON DOF

2018 Brasil Group Deepwater AS Associates Total
Bocked value of investments 01.01. a71 - 50 1021
Addition - - 22 22
Profit [icss} for the pericd 386 <102 -B 277
Other comprehensive incorme 123 - - 123
Reclassified as impairment on receivables - - 3 3
Reclassified as liabilities - 102 102
Booked value of investments 31.12. 1480 - 68 1547
*) Reclassified due to guarantee , ref note 28,
2017
Bocked value of investments 01.01. 882 a2 34 808
Addition - 59 20 89
Profit [iosst for the period *} 290 211 -17 62
Other comprehensive incorme -1 - - 1
Dividend receved - -5 -5
Reclassified as impairment on receivables - - 18 18
Reclassified as liaklities *} - 59 - 50
Booked value of investments 31.12 971 - 50 1021
*) NOX 4 million of the result is classified as other financial cost.

Place of businessfcountry % of ownership Nature of the Measurement
Name of entity of incorporation interest relationship method
DOFCON Brasil Group Norway 50% Note 1 Equity
COF Deepwater AS Norway 50% Note 2 Equity
DOF leernar AS lowner of 40% in leernan ASH Norway 50% Note 3 Equity
lcaman AS Neorway 14.5% Note 3 Equity
Skandi Aukra AS Nerway 34.25% Note 3 Equity
Master and Cormmandsr Neorway 20% Note 3 Equity
OOF OSM Marine Services AS Nerway 50% Note 3 Equity
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32 Investments in jointly controlled companies and associated companies {continued)

Notel DOFCON Brasil Group consists of DOFCON Brasil AS, TechDOF Brasil AS and DOFCON Navegacao Ltda. DOFCON Brasil AS is a holding
company located in Bergen and jointly owned by DOF Subsea AS and Technip Coflexip Norge AS with 50% each. DOFCON Brasil AS owns
TechDOF Brasil AS and DOFCON Navegacao Ltda. DOFCON Brasil Group owns five vessels and has one vessel under construction. DOFCON
Navegacao Ltda owns and operates Skandi Niteroi, Skandi Viteria and Skandi Recife, and has one PLSV under contruction in Brazil. TechDOF
Brasil AS owns and operate Skandi Acu and Skandi Buzics.

DOFCON Navegagio Ltda applied from 2013 hedge accounting related to foreign exchange risk on the portion of the company’s highly proba-
ble revenue in USD by using the company’s debt in USD. As of January 2017 DOFCON, Navegagio Ltda, changed its functional currency from
BRL to USD. The change in the functional currency extinguished the foreign exchange risk that, consequently. resulted in the prospective
discontinuation of the cash fiow hedge accounting.

The accumulated hedge reserves held in other comprehensive income was converted by use of exchange rate as of 1 January 2017 The Group's
share of the equity 1 January 2017 was NOK -318 million. The recycling of the accumulated hedge reserve to the consolidated statements of com-
prehensive income in 2018 is NOK 40 million {NOK 31 millicty. The cost is included in the Share of net income from associates and jeint ventures.

Newbuilds No vessels Completion

Newouilds under construction in Brazil 1 2018

DOF Subsea AS guaranteed for 40% of the purchase price for the newbuild and 50% of obligation related to loans fer Skandi Recife, Skandi Acn
and Skandi Buzios, see also note 29 'Related parties’ and 28 ‘Guarantees’.

The newbuild Skandi Olinda (PLSV) was delivered in January and cnhire on an 8-year contract in February. The financing of the newbuild is
secured long-term financing with BNDES.

Note 2 DOF Deepwater AS is owned by DOF ASA and Akastor AS where each party owns 50% each of the liable capital. The company owns five AHTS
vessels,

DOF Deepwater signed in June 2016 arestructuring agreement with its shareholders and secured lenders until June 2019, Therefinancing
included contribution from the shareholders, reduced instalments on secured debt and amended financial covenants in existing loan facilities.
Certain amendments to the agreement have been made during 2017 and 2018, and the restructuring period has been extended to September
2021,

Note 3 a) DOF Iceman is owned by DOF ASA and Vard Group ASA where each part owns 50% each of the liable capital. DOF I[ceman AS owns
40% inIceman AS, In addition DOF ASA owns #4.5% in Iceman AS.
1)) Skandi Aukra AS; DOF ASA is shareholder with 34.25%.
(8] Master and Commander AS; DOF Subsea ASis shareholders with 20%.
d) OSM Marine Services AS; DOF Management is shareholder with 50%.
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32 Investments in jointly controlled companies and associated companies {continued)

Jointly controlled companies

DOFCON DOF Deepwater DOFCON DOF Deepwater
Brasil Group AS Bras# Group AS
Profit or Loss and other comprehensive income 2018 2018 2017 2017
Operating incoime 1731 152 1401 150
Operating costs -318 127 269 -151
Operating result before depreciation {EBITDA} 1412 25 1133 1
Depreciation -294 -50 209 -52
impairment - -9z - -352
Operating result {EBIT} 1118 -117 924 -408
Net financial result -428 -86 -319 14
Profit floss) before tax 892 -203 605 -419
Tax income lexpensest 86 -0 -18 -3
Profit (loss) for the year 778 -203 587 422
Other comprehensive incorne, net of tax 245 - -1 -
Total comprehensive income, net of tax 1024 -203 586 422
Balance sheet 31.12.2018 31.12.2018 31.12.2017 31122017
Tangible assets 11 483 719 9248 857
Deferred tax assets 263 - 128 -
Financial assets - - 1 -
Total non-current assets 11755 719 9376 857
Current receivables 385 89 467 100
Cash and casn equivaients 580 38 344 A7
Total current assets 971 128 811 147
Total assets 12727 847 10187 1004
Total equity 2868 -303 1845 -100
Non-current kzbifties 8754 1046 7274 987
Current Eabiities 1103 104 1068 117
Total liabilities 858 1150 8342 1104
Total equity and liabiiities 12727 847 10187 1004
DOFCON DOF Deepwater DOFCON DOF Deepwater
Brasii Group AS Brasi! Group AS
Reconciliation of summarised financial information 31.12.2018 31.12.2018 31122017 31.122017
Sroup's interast in the icint venture at 50% 1435 -152 922 -50
Excess vaiues booked in DOF Group 45 49
Negative equity recognised '} 152 50
Group's carrying amount of the investment 1480 - 972 -

*) Negative equity recognised as loss on non-current receivables with NOK 26 million and accruals guarantee NOK 126 million. See note 25.

Financial statements of the joint ventures are not audited at the Group reporing date. Figures above are consolidated wiht use of the equity
method in the DOF Group.

Excess values recognised in the DOF Group are identified based on purchase price allocation and are related to vessels and deferred tax.
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32 Investments in jointly controlled companies and associated companies {continued)

Azzociated companies

Master and DGF OSM

Commander DOF lceman  Skandi Aukra Marine
2018 AS AS AS Services AS Other Total
Carrying amount 01.01.2018 43 -2 8 3 a 50
Additions/discosals - 22 - - 22
Share of result 14 -20 -2 - - -8
Reclasssﬁgd to non-current receivables 3 R R 3
and labilities
Carrying amount 31.12.2018 57 2 4 3 - €8
Zarrying arcunt 01.01 2017 24 2 - 7 1 34
Additions/diszosals 8 g s} - - 20
Share of result 11 -28 - 1 -1 17
Dividend - - - -5 - -5

lassified © - t

:jg ‘a:;‘w‘\rn‘eeds o non-current receivables 18 R . R 18
Carrying amount 31.12.2017 43 -2 8 3 - 50

Summarise financial information for associates {100%}

Name Registered office Ownership Assets Liabifities Turnover Result
2018

Master and Commander AS Osio 200 % 310 25 88 35
icaman AS Osic 345% 563 432 57 -83
Skandi Aukra AS Oslo 34.25% 123 123 24 -4
2017

WMaster and Commander AS Oslo 200% 485 250 125 55
iceman A5 Oslo 250% 588 441 58 -109
PEV Invest 1115 Oslo 150 % 13 9 80 7z
Skandi Aukra AS Osio 34.25% 135 118 1 1

On the consolidated accounts, jointly controlled companies and associated companies are recognised according to the equity method.

33 Significant acquisitions in the year

2058 Transactions

The Group has not had any significant acquistions in 2018.

20L7 Transactions

DOF ASA increased its ownership in DOF Subsea from 51% to 61.9% in December 2017 as part of a comprehensive refinancing program in the
Group, including an equity issue of NOK 500 million in DOF Subsea.

34 Contingencies

The Group and its subsidiaries are not involved in any ongoing court cases as of 31 December 2018.

Tax assessment Brazi

In 2034, the Brazilian Federal Revenue issued a Tax Assessment Notice against DOF Subsea Brasil Ltda (the Company). The basis for the Tax
Assessment Notice were loans given by the Parent Company was deemed to be taxable revenue for the Company. The Tax Assessment Notice
was disputed, but on February 7, 2019, the court of first instance in Macae ruled against the Company. Estimated amount of the claim
is approximately BRL 29.5 million {NOK 66 million) plus interest and charges. On February 13, 2019, the Company filed a clarification appeal
before the same court. The Company considers it highly possible that the final verdict will reach the same conclusion as the Company, hence
no provision related to the dispute is included in Group’s accounts as of 31 December 2018. However, DOF Subsea has provided security for
the tax claim and the amount is included in restricted cash.

In addition the Group has in the period from 2009 until 2038 received notices of assessment of customs penalty from the Brazilian Tax Authorities
regarding importation of vessel and equipment to Brazil. The Group has disputed the assessments and based on legal opinions from a repu-
table law firm decided not to make a provision in the accounts for 2018 related to these penalty assessments. The tax assessments are ranked as

low due to favorable court decision recently on similar cases in Brazil, as the Group considers the risk of negative outcomes to be lower than 50%.

19.08.2020 kl 11:44 Brgnngysundregistrene

Side 74 av 108



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

DOF ASA ANNUAL REPORT 2018 65

35 Subsequent events

MNew contracts

Skandi Gamma has secured a 2-year contract in the North Sea with start up in January.

Skandi Texel and Skandi Captain have been awarded ¥-year contracts in the North Sea.

Skandi Buchan and Skandi Foula have been awarded contracts in Guyana with commencement in 2nd quarter 2019,

Skandi Caledonia is secured a short-term contract in the Mediterranean with start-up in March 2019.

Skandi Sotra has been awarded a 21-months contract in Australia in direct continuation from its present contract.

DOF Subsea Asia-Pacific has been awarded a contract in Malaysia securing utilisation for Skandi Hercules until 2nd quarter 2019.
Skandi Neptune has started mobilisation for a contract in Guyana for survey work and Construction Support.

Geoholm has been awarded a 720-day contract for marine and ROV operation in the Red Sea offshore Saudi Arabia to support a 3D Qcean
bottom node survey project.

Contracts for three ROV Support Vessels with Petroleo Brasileiro S.A (Petrobras). All contracts have a firm duration of three years and can be
extended for another two years. The vessels allocated for the contracts are Skandi Commander, Skandi Olympia and Skandi Chieftain. All three
contracts are expected to commence in 2nd quarter 2019,

Vessels
The newbuild Skandi Olinda (PLSV) was delivered in January and onhire on an 8-year contract in February.

Gther
Please see note 34 regarding tax assessment Brazil.

36 Adoption of new standard as from 01.01.2019 - IFRS 16 Leases

The impact of the IFRS 16 Leases as per the transitional date 1 January 2019 are as follows;

Balance sheet 01/01/19
Right-of-use assets of approximately 345
Financial iease receivabie of approximately 168
Total assets 513
Ligbiities 513
Total liabilities 513
Profit or loss 2019
EBITDA s expacted to increase by approximately &2
Profit (loss} before tax will decrease by approximataly 7
Profit {loss} will decrease by approximately 7

The abowe est:mates do rot include acditions to the lease portfeio during 2619,
The following main policy choices have been made and form the basis for the Groups IFRS 16 Leases implementation and application work:

IFRS 16 Leases transition choices

The Group intends to apply the simplified transition approach and will not restate comparative amounts for the year prior to first adoption.
Contracts already classified either as leases under IAS 17 or as non-lease service arrangements will maintain their respective classifications
upon the implementation of IFRS 16 Leases (“grandfathering of contracts”).

Lease liabilities are measured at the present value of the remaining lease payments, discounted using the lessee’s incremental borrowing rate as
of 1 January 2019. The weighted average lessee’s incremental borrowing rate applied to the lease liabilities presented are 5%. Right-of-use assets
will be measured on transition as at the amount of the lease liability on adoption (adjusted for any prepaid or accrued lease expenses).

19.08.2020 kl 11:44 Brgnngysundregistrene

Side 75 av 108



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

66 DOF ASA ANNUAL REPORT 2018

36 Adoption of new standard as from 01.01.2019 - IFRS 16 Leases {continued)

The cumulative effect of initially applying the standard to be recognised as an adjustment to the opening balance of retained earnings is hence
expected to be zero.

When applying a modified retrospective approach to leases previously classified as operating leases under IAS 17 Leases. the lessee can elect, on
a lease-by-lease basis, whether to apply a number of practical expedients on transition. The Group has used the following practical expedients
permitted by the standard:

+ applying IAS 37 for assessment of whether leases are onerous,

« theaccounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2019 as short-term leases,

« the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application.

For leases that were classified as finance leases under IAS 17 Leases, the carrying amount of the right-of-use asset and the lease liability at T
January 2019 was determined to be the carrying amount of the lease asset and lease liability at the date if initial application of IFRS 16 Leases.

The Group is not required to make any adjustments on transition for leases in which it is a lessor, with the exception of subleases. The Group
is an intermediate lessor and had subleases previously classified as operating leases. The Group has accounted for the subleases as new finance
leases entered into on the date of initial application.

IFRS 16 Leases application policy choices
The Group has decided not to apply IFRS 16 Leases for intangible assets.

The Group has elected not to recognise right-of-use assets and lease liabilities for short-term leases that have a lease term of 12 months or less
and leases of low-value assets.

Non-lease components within lease contracts will be accounted for separately for all underlying classes of assets, and reflected in the relevant
expense category as incurred.
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37 Foreign exchange rates

DOF ASA bases its accounting on the reference exchange rates applied by Norges Bank,

DOF ASA

As of 3112, the following exchange rates were applied:

ANNUAL REPORT 2018

67

2018 2017
iJ5 Doliar 58885 82050
Euro 99483 89,8403
GBP 11,1213 11,0910
AUD Dolar 61334 654123
Brazilian Real 22386 24769
Singapore dollar, 5GD 56,3508 61410
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Statement of Profit or Loss
Amounts in NOK rilicn Note 2018 2017
Cperating income B 22 155
Payroll expenses 4 -20 53
Other operating expenses 4 -24 =]
Gainon sale of tangible assets 7 - 15
Gperating expenses -43 -118
Gperating profit {loss} before depreciation - EBITDA 21 37
Depreciation 7 - 27
Impairment 7 - -29
Operating profit - EBIT 21 20
Finance income o 79 90
Finance costs o -607 1348
Reslised currency gain (lossl 5 13 18
Unrezlised currency gain (loss) 5 2 -17
Net change in unrealised gain (Gsston derivatives 5 10 10
Net financial items & -503 -1 247
Profit foss) before taxes 524 -1 267
Tax income lexpense; & 41 5
Profit foss} for the year -484 -1 261
Statement of Comprehensive Income
Amounts in NOK rilicn Note 2018 2017
Profit foss} for the year -484 -1 261
Gther comprehensive income, net of tax
Defined benefit plan acturial gains (losses) -1 -
Gther comprehensive income, net of tax -1 -
Total comprehensive income for the year -484 -1 261
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Statement of Balance Sheet

Amounts in NOK rilion Note 31.12.2018 31.12.2017

Assets

Tangible assets 7 - -

Deferred taxes 5] 25 -
Investments in subsidiaries 6035 §451
Investments inoint ventures and associated companies 19 ]
Intragreup non-current receivables 70 379
Qther non-current rece:vadles and investrrents a1 fese]
Total non-current assets €240 6307
Trade receivalle 28 45
Other current assets j 5 18 47
Current assets 47 93
Restricted depesits 1 1
Cash and cash equivalents 482 794
Cash and cash equivalents included restricted deposits 12,18 483 795
Total current assets 530 889
Total assets 6770 7786
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DOF ASA
Armounts in NOK milion Note 31122018 31122017
Equity and liabilities
Share capitai 1466 1278
Share prermium 2172 2117
Other equity 2478 3016
Equity £116 6408
Debt to group companes 150 450
Deratives 8 18
Deferred tax & - 18
Other non-current liabilities 4 3 23
Non-current fiabifities 161 507
Current debt to credit institutions 299 400
Trade payabie 17 30
Debt to group companes 47 393
Qther current fiaf: 131 57
Current liabilities 493 880
Totad liabitities 854 1387
6770 7786

Total equity and liabilities

Storebe, March 15%, 2019
The Board of Directors for DOF ASA

4y

Helge Magster Heige Singelstad
Chairman Deputy Chairman

Kathryn M. Baker
Director

Tk, St [ A

Frederik W. Mohn Marianne Magster
Director Director

Mons S. Aase

CEO
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Statement of Changes in Equity

Other

Share Share Paic-in contributed Retained Cther Total
Arnounts in NOK rilicn capital premium equity capital earnings equity equity
Balance at 01.02.2018 1278 2117 3383 276 2741 3018 8 408
Profit (loss} for the year -484 -484 -484
Other comprenensive income net of tax -1 1 -1
Total comprehensive income for the year - - 484 -484 484
Converted bond 22 22 43 -43 - -43 -
Share issue settled in cash 188 34 202 -11 11 191
Total transactions with owners 180 55 245 -43 -11 -54 181
Balance at 31.12.2018 1486 2172 3638 232 22486 2478 61186
Balance at 01.01.2017 751 1825 2675 493 4008 4501 7176
Profit (loss) for the year 1261 -1261 1261
Cther comprenensive income net of tax
Total comprehensive income for the year - - 1261 -126% -1 261
Converted bond 109 109 218 218 218
Share 'ssue settled in cash 417 83 500 - -6 -6 494
Total transactions with owners 525 192 718 -218 -6 224 494
Balance at 31.12.2017 1276 2117 3383 276 2741 3016 G 408
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DOF ASA
Armounts in NOK milion Note 2018 2017
COperating profit 21 20
Depreciation and impairment - 57
Gain on sale of tangible asset - -15
Change in trade receivabies 18 9
Change in trade jzayable -13 4
Change in ctaer working capital -9 -8
Foreign exchange lossesfgains 1
Net other financial incomefoost - 2
Cash from operating activities -24 28
Interest received 54 50
Interest paid -39 -34
Tax oad -
Net cash from operating activities -10 44
Purchase of share -11 -507
Payments received on non-current receivables intragroup - 35
Payments received on nor-current receivables 356
Diwvidend received from subsidiaries 18 25
Payrnents other non-currrent intragroup balances 122 -15
Payroents other non-currrent receivabies - -1
Net cash used in investing activities 239 -543
Proceeds from borrowings 300 400
Repayment of bor-owings -700
Ghare issue 191 494
Net change intragroup baiances "casn pool’ 13 -334 -321
Net cash flow from financing activities -543 573
Net changes in cash and cash equivalents -314 74
Cash and cash equivalents at the start of the period 795 705
Exchange gainfioss on cash and cash equivalents 2 18
Cash and cash equivalents at the end of the period 483 785
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Notes to the Financial Statements
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DOF ASA

Notes to the Financial Statements

1 Accounting principles

The financial statements for DOF ASA have been prepared and presented in accordance with simplified IFRS pursuant of the Norwegian
Accounting Act and are based on the same accounting principles as the Group statement with the following exeptions:

Irvestments in subsidiaries, joint venture and associates
Investments are based on the cost method.

Dividends

Dividends and Group contributions are accounted for according to good accounting practice as an exemption from IFRS.

For further information, reference is made to the consolidated accounts.

2 Operating income

2018 2017
Sales incore - 127
DOther operating income 22 28
Total 22 155
3 Payrall and number of employees

2018 2017
Salary and holiday pay 21 -14
Hired perscnnel - -37
Emilover's naticnal insurance contribution -3 -2
Reinveices selary costs 8 3
Pensicn costs 1
Other personnel costs 1 -3
Total -20 -53
No man-years empioyed in financizl year 7 8

Government grants related to the net salary scheme for vessels are reported as a reduction in payroll costs of NOK 0 million (NOK 9 million in 2017).

Pension cost above include defined benefit pension plan and defined contribution pension plan. Both the benefit pension plan and the contri-
bution plan are with an external life insurance company. The company’s pension schemes meet the requirements of the law on compulsory
occupational pension.

Defined henefit pension
DOF ASA has a company pension scheme with life insurance companies. As of 31 December 2018, DOF ASA defined pension benefit plan
covered total 2 {2) active members.

The pension funds are placed in a portfolio of investments by insurance companies. The insurance company managers all transactions
related to the pension scheme. Estimated return of pension funds is based on market prices on balance sheet date and projected develop-
ment during the period in which the pension scheme is valid. The calculation of pension liabilities is based on assumptions in line with
the recommendations. Actuarial gains and losses are expensed as incurred.

The Company's cost of defined pension plan in 2018 was NOK 0,7 million (NOK 0.5 million). Pension obligation as of 31 December 2018
was NOK 2,5 million (NOK 2 million).
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DOF ASA

4 Other operating expenses

2018 2017
Technical costs vesse! - -32
ROV hire -23
Dther operating expenses -24 26
Total -24 -80
5 Financial income and expenses

2018 2017
incorme from subsidiaries 18 25
interest income 25 24
Other financial Incorme 37 40
Financial income 79 90
Other interest costs -36 -34
impairment financial assets -488 1253
Other financial costs -83 59
Financial costs -607 -1346
Net gainflosst on currency derivatives - 1
Net gain/(lesst on non-current debt 11
Net gain/(loss} on operational cagital 2 17
Realised currency gain [loss) 13 16
Net unrealised gain (losst on non-current debt 2 17
Unrealised currency gainfloss 2 17
Net change in unrealised gain (losst on interest swap 10 10
Net gain floss] on currency forwards contracts 10 10
Total -503 -1 247
6 Tax
Tax consists of: 2018 2017
Tax payable
Change in deferred tax 41 51
Tax income lexpence) 41 6
Reconciliation of nominal and effective tax rate
Profit hefore tax -524 -1 267
Estimated tax income {expense} (23%/24%) 121 304
Tax effect of;
Tax effect of non-taxable incorre and non tax-deductisle costs -4 B
Tax effect of assocated companies 113 303
Tax effect of otner iterms -
Adjustrrent previous year 28 2
Impact on change in tax rate 1 -1
Tax income lexpense} 41 6
The gross movement on the deferred income tax account is as follows;
At 1 daauary 16 23
Income staternent -41 -
Other comprehensive income
At 31 December 25 16
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6 Tax {continued)
Basis of deferred tax 2018 2017
Nen current asset 124 -53
Deferred cagitai gain 264 330
Other differences -9 -35
Total temporary differences 131 243
Less carried forward 243 171
Net included in deferred taxes
Basis for calculation of deferred tax { deferred tax assets (-} -112 72
Total deferred tax/ deferred tax assets (} (22%/23%} -25 16
Gross deferred tax 25 -16
7 Tangible assets
2018 Vessels Periodic maintenance Operating equipment Total
Aecquisttion cost as of 01.01.2018 - 4 4
Additions - -
Disposals -
Acquisition cost as 0f 31.12.2018 - 4 4
Depreciation as of 01.01.2018 - 3 3
Depreciation for the year - -
Depreciation on disposals -
Depreciation 31.12.2018 - 4 4
Impairment 01.01 2018 - -
mpairment
impainment or: disposals
Impairment 31.12.2018 - - -
Book vaiue 31.12.2018 - a 0
Deprecation period 515 years
Deprecation method Straight line
2017 Vessels Periodic maintenance Operating equipment Total
Aecquisition cost as of 01.01.2017 977 51 4 1032
Disposals -977 51 - 1028
Acquisition cost at 31.12.2017 - 4 4
Deprecationat 01.01.2017 170 29 3 203
Depreciation for the year 20 7 - 27
Deprecation on disposals 180 -37 - 227
Depreciation at 31.12.2017 3 3
Imperment 01.01.2017 25 28
Impairment 29 29
Impalrment on disposals -58 -58
Impairment 31.12.2017 -
Book vaiue at 31.12.2017 - 0 0
Depreciation peariod 20-30 years't 30-80 reonths 515 years

Depreciation method

B

i

Straight line

*) Residual value and depreciation period are described in DOF Group note 4 'Accounting estimates and assessments’.

Straight line
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8 Investments in subsidiaries

Ownership  Result for Equity Carrying

Registered Share  andvoting the year 31.12 value

Directly owned subsidiaries Main business Nationality office capital share {100%} (100%) 3112
DOF Supsea AS Shipowning/s.osea eng Norway Bergen 18674 54,9% -547 4 462 3477
DOF Rederi AS Shipcwning Norway Austevoll 203 100% -445 111 163
DOF Rederilll AS Shipowning Norway Austevoll a 100% a o} o}
DOF Managerment AS hanagerrent Norway Austevoll 35 56% -4 185 55
DOF UK Ld, Shipewningfmanagement Scotiand Aberdeen Q 100% -8 94 94
DOF Egypt hanagerrent Egyot Cairo 3 100% Q 4 3
Nerskan AS Shipewningfrmanagement Norway Austevoll 8505 100% -4 2252 2233
hariniT AS IT services Norway Austevoll 16 40% -1 24 5}
Total 6035

Due to impairment indicators related to the DOF ASA's activity in general, impairment testing has been performed in order to calculate the
recoverable amount for the company’s investments in subsidiaries. Each subsidiary is a separate cash generating unit, which is tested separately
for impairment. The recoverable amount is tested against book value for each subsidiary. In the event that the calculated recoverable amount is
lower than book value of the investment, impairment is made to reflect recoverable amount.

Please see the Group’s account for information about impairment testing of non-current assets.

The impairment tests have resulted in impairment of investments in subsidiaries with total NOK 416 million (NOK 1,063 million). See note 5.

9 Investments in joint venture and associates

Joint ventures

Ownership Equity Carrying

Registered Share  andvoling Result 3112 value

Joint venture Main business Nationality office capital share for the year {200%} 3112
DOF Degpwater AS Shipowning Norway Austevoll 04 50% -203 -303 -
DOF leeman AS Shipowning Norway Austevoll 24 50% 27 -135 -

Total -

Due to impairment indicators related to the DOF ASA’s activity in general, impairment testing has been performed in order to calculate the recov-
erable amount for the company’s investments in joint ventures and associated companies. Each joint venture and associated company is a separate
cash generating unit, which is tested separately for impairment. The recoverable amount is tested against book value for each investment. In the
event that the calculated recoverable amount is lower than book value of the investment, impairment is made to reflect recoverable amount.

Please see the Group’s account for information about impairment testing of non-current assets.

There has been no impairment on investments in joint ventures in 2018 {NOK 161 million). See note 5.

Associated cormpanies

Ownership Equity Carrying

Registered Share  and voting Result 3112 value

Assaciated companies Main business Nationality office capital share forthe year {100%} 3112
iceman AS Shipcwning Norway Oslo 372 145% -83 131 14
Skandi Aukra A5 Shipcwning Norway Oslo 1 3425% -4 14 L5}
Total 18

Impairment test of investment in associates has resulted in no impairment (NOK 0 million).

Impairment test of other shares have resulted in an impairment of NOK 1 million (reversal NOK I million) Other shares are included in ‘Other
receivables and investments’,
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10 Trade receivables

2018 2017
Trade recevable 4 21
Trade receivable tcintragrous: 24 25
Total 28 48
The company’s credit exposure is mainly towards customers who historically have had good financial capability to meet their obligations and
have had high credit rating. A sustained challenging market situation has resulted in changes to the credit ratings for some customers, and
thereby increased the credit risk. Historically, the portion of receivables not being collectable has been low. An impairment analysis is per-
formed to measure excpected credit losses.
As of 3112, the company had the following trade receivable which had matured, but not been paid.

Total Notmatured <30d 30-60d 60-90d >80d

2018 25 5] 2 aJ 9} 19
2017 4G 23 2 a 8] 21
11 Other current assets

2018 2017
ntragroup recaivables 10 1z
Fuel and other inventory =} =1
Other current receivebles 1 27
Total 18 47
12 Cash and cash equivalents

2018 2017
Restricted cash 1 1
Bank deposits 482 794
Total 483 795

DOF ASA owns and controls one cash pooling system within the Group. Cash in the cash pooling system is presented as cash and cash eqgiva-
lents in the financial statement. See DOF Group note 19 ‘Cash and cash equivalents’ for further information about the cash pool arrangement.

DOF ASA has a credit facilities of NOK 400 million at period end, of which NOK 300 million was utilised. For further information about

market-, credit- and liquidity risk see note 3.

19.08.2020 kl 11:44

Brgnngysundregistrene

Side 89 av 108



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 935349230

80 DOF ASA ANNUAL REPORT 2018

13 Interest bearing liabilities

Bond loans

DOF ASA replaced its remaining three bond loans with a 5-year convertible bond in 2016 in connection with refinancing of the Company.
The convertible bond has zero coupon and no financial covenants. The bondholders may convert their bonds to shares at NOK 10 per share
through the tenor of the loan. On the final maturity date the remaining bonds will automatically be converted to shares. The convertible bond
loan has since registration been classified as other equity. The initial value of the bond loan was NOK 1,032.5 million and outstanding by
31.12.2018 is NOK 232 million. The bond is trading on the Oslo Stock Exchange, last trade price was NOK 81.50.

Non-current Hiabilities to credit institutions
The main share of the Group’s fleet is financed via mortgaged loans. A set of shared covenants has been established for the mortgaged loans in
DOF Group and DOF Subsea Group.

For DOF ASA, the most important financial covenants are as follows:

* The Group shall on a consolidated basis have a book equity of at least NOK 3,000 million.

* The Group (excluding DOF Subsea AS and its subsidiaries) shall at all times have available liquidity of at least NOK 500 million.
* The fair market value of the vessels shall at all times to be at least 300% - 125% of the outstanding debt.

* Certain change of control clauses related to Megster Mohn Offshore AS' ownership in DOF ASA.

* DOF ASA shall be listed on the Oslo Stock Exchange.

In addition, normal terms and conditions for this type of mortgaged loans apply. such as full insurance of the Group’s vessels and restrictions
regarding changes of classification, management and ownership of the vessels.

The Group is in compliance with it’s financial covenants as of 31 December 2018.

Non current interest bearing liabilities 2018 2017
Debt to grous companies 150 450
Total non current interest bearing liabilities 150 450
Debt to credit institutions 295 400
Debt to group cormpanies’} A7 381
Total current interest bearing liabilities ") 342 78%
Total interest bearing liabilities 492 1231
Average rate of interest 6,76% 8,91%

*) Accrued interest amounts to NOX 4 mill and is not included in interest
bearing liabilities.
**) Current debt to group companies equals cash drawn in Group cash

pool.

tnstalment, balloons and interest profile 20189 2020 2021 2022 2023  Subsequent Total
Debst to groun companies 47 - 150 - - - 197
Debt to credit instituticns 2895 - - - - - 295
Total instalments and balloons 342 - 150 - - - 492
Caicuiated interest profile 18 1a 11 - - - 43
Total instalments, balloons and interest 357 16 161 - - - 534
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13 Interest bearing liabilities (continued)
Liabilities secured by mortgage 2018 2017
Debt to credit institutions 295 400
Total liabifities secured by mortgage 295 400
Assets provided as security 2018 2017
Investment in subsidiary/Net asset pledged consolidated '} 2218 2218
Total assets provided as security 2218 2218
*) The shares in Norskan Offshore SA was pledged against overdraft facility in DOF ASA.
14 Other current liabilities
Note 2018 2017
Current derivatives - 1
Accrued interests 1 -
Accruals guarantee fality 18 126 50
Other current liabilities 3 5
Total 131 57
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15 Hedging activities
Derivatives
As of 31 December 2018, DOF ASA has interest rate swaps to manage interest risk by converting rates on interest bearing liabilities from float-

ing to fixed interest.

The table below displays the fair value of obligations and rights as of 31 December 2018.

2018 2017

Assets Liabifities Assets Liabilities
interestrate swaps - 8 - 19
Foreign exchange contracts - - -
Total - 8 - 19
interest rate swWaps - 8 - 185
Non-current portion - 8 - 18
Current portion - - - i

The full fair value of a hedging derivative is classified as a non-current asset or liability if the remaining maturity of the hedged item is more
than 12 months and, as a current asset or liability, if the maturity of the hedged item is less than 12 months.

Imterest rate derivatives
As of 3112 the company held the following interest rate derivatives:

Instrument Fixed rate Floating rate Notional amount Effective from Maturity date
31.12.2018
interest rate swap - NOK 412% Nibor 3rm 300 2013 2320
31.12.2017
interest rate swap - NOK 181%-412% Nibor 3 - 8m 800 2013-2014 2017-2018

Derivatives are settled at various dates during the next 12 months. Gains and losses recognised in interest rate swaps as of 31 December 2018
are recognised in the income statement in the period or periods during which the transaction affects the income statement.

Foreign exchange derivatives
As of 31.12 the company had no foreign exchange rate derivatives.
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This note gives an overview of the carrying and fair value of DOF ASA's financial instruments and the accounting treatment of these
instruments. The table is the basis for further information regarding DOF ASA's financial risk. The table also shows the level of objectivity

in the measurement hierarchy of each method of measuring the fair value of DOF ASA’s financial instruments

31122018
Financial instruments  Financial instruments
at fair value through measured at
profit or loss amortised cost Total
Assets
Financial investrnent 4 4
intragroup non-current receivables 70 70
Other non-current receivables 91 91
Trade recevable 28 28
Other current receivables and investrments 10 10
CZash and cash equivaients 483 483
Total financial assets 4 682 686
Lisbilities
Current dept to credit institution 2399 299
Debt to Group companies 150 150
Non-current derivatives 5 5
Trade pravable and other current liabiities 194 194
Total financial liabilities 8 543 651
Total financial instruments -5 40 35

Sre-peyments ard nor-firancial Habilities are exclided from the disclosures above.

IFRS 9 contains two principal classification categories for financial instruments, amortised cost and fair value. The classification of financial instru-

ments under IFRS 9 is generally based on the business model in which a financial instrument is managed and its contractual cash flow characteristics.
IFRS eliminates the pervious IAS 39 categories of held to maturity, loans and receivables and available for sale. On 1 January 2018 (the date of initial
application of IFRS 9), DOF ASA has assessed which business models apply to the financial instruments held by the company and has classified its
financial instruments into the appropriate IFRS 9 categories. The adoption of IFRS 9 has not had any effect on the company’s accounting policies relat-

ed to financial instruments. Financial instruments classified as loans and receivables in 2017 is in 2018 classified as financial instruments measured at

amortised cost. There was no effect in measurement resulting from this reclassification.

31.12.2017

Financial instruments  Financial liabiiities

at fair value measured at Deposits and

through profit or loss amortised cost receivables Totai
Assets
Financial iInvestrment 4 4
intragroup non-current recevadles 378 379
Other non-current receivables 65 85
Trade receivable 48 48
Other current receivables and nvestments 38 33
Cash and cash equivaiants 795 795
Total financial assets 4 Q 1324 1328
Lisbilities
Current dedt to credit institution 420 400
Debt to Group companies 450 450
Non-current derivatives 18 18
Current derivatives 1 1
Trade payable and other current liabdities 480 480
Total financial liabilities 18 1330 o 1348
Total financial instruments -14 -1330 1324 -20

Prepayrments and non-financial kabilities are excluced from the disclosures sbove
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17 Remuneration to auditor

Specification of auditor's fee larmount in TNOK} 2018 2017
Audit 1242 1286
Tax consuitation - -
Fee for cther services 1438 143
Total 1391 1429

Al amounts in the table are exct VAT

18 Guarantee commitments
On a general basis DOF ASA has issued guarantees to financial institutions on behalf of its wholly owned subsidiaries on maritime mortgages/loans.

DOF ASA has in some cases issued guarantees on behalf of partly owned subsidiaries. DOF ASA has guarantee commitments on behalf of the

following partly owned companies as per 31.12.2018:

- DOFCON Navegacao Ltda. (50% owned): Guarantee in favor of BNDES. Total amount USD 103 million.

- DOF Deepwater AS: Guarantee in favor of the company's lenders. Total amount NOK 508 million

- Iceman AS: Guarantee in favor of the company’s Lender. Total amount NOK 412 million. 50% of the commitment is counter
guaranteed by Vard Group.

- LOS Shipping I AS and LOS Shipping IL AS: Agreements whereby DOF ASA guarantees coverage of opex and interest for a period of time, in
return for a purchase option.

Guarantee income is classified as other financial income in the income statement.

19 Related parties

Below is a detailed description of significant transactions between related parties:

Long-term agreements:

Maggster Mohn Offshore AS owns 51.37 % of the shares in DOF ASA at year end 2018 (please see note 20 in the Notes to the Consoliated
Financial Statement). Laco AS is the main shareholder of Magster Mohn Offshore AS. Megster Management AS provides administrative
shared services to DOF ASA. Megster Management AS is owned by Laco AS. Adminstration fee for 2018 is NOK 3 million (NOK 3 million).
Iridividua! transactions:

Guarantee

DOF ASA has issued a guarantee in the maximum amount of NOK 412 million (NOK 420 million) on behalf of Iceman AS in favor of DNB
ASA. Guarantee income in 2018 was NOK 4.5 million (NOK 5 million). Iceman AS is owned with 40% by DOF Iceman. DOF ASA and Vard
ASA are owners with 50% each in DOF Iceman AS. In addition DOF ASA owns 14,5% in Iceman AS.

Loans to joint venture
DOF ASA has provided loans to joint ventures and the book value at period end are NOK 33 million (NOK 25 million).

Information about transactions with related parties do not include transactions with companies in the DOF Group.

20 Contingencies

DOF ASA is not involved in any ongoing court cases as of 31 December 2038.

21 Subsequent events

Please see the Notes 34 'Subsequent events’ to the Consolidated Statement.
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Confirmation from the Board of Directors and CEQ

We confirm, to the best of our knowledge, that the financial statements for the period January to 31 December 2018 has been
prepared in accordance with approved accounting standards, and gives a true an fair view of the Company’s consolidated assets,
liabilities, financial position and result of the operations and that the Report of Board of Directors provides a true and fair view of
the development and performance of the business and the position of the Group and the Company together with a description of
the key risks and uncertainty factors that the Company is facing.

Storebe, March 15%, 2019
The Board of Directors for DOF ASA

4y

Helge Magster Heige Singelstad Kathryn M. Baker
Chairman Deputy Chairman Director

Ak Sl f

Frederik W. Mohn Marianne Magster Mons 5. Aase
Director Director CEO
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To the General Meeting of DOT ASA

Report on the Audit of the Financial Statements

We have andited the finaneial statements of DOF ASA, which eompsise:

= The financial statements of the parent company DOT ASA (the Company), which comprise the
Statement of Balance Sheet as at 31 December 2018, the Statement of Profit or Loss,
Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash
Flows for the year then ended, and Notes to the Financial Statements, including a summary of
significant accounting policies, and

= The consolidated financial statements of DOF ASA and its subsidiazies (the Group), which
comprise the Consolidated Statement of Balance Sheet as at 31 December 2018, the
Consolidated Statement of Profit or Loss, Consolidated Statement of Comprehensive Income,
Consolidated Statement of Changes in Equity and Consolidated Statement of Cash Flows for
the year then ended, and Notes to the Consolidated Financial Statements, including a
summary of significant accounting policies.

In our opinicn:
+  The financial statements are prepared in accordance with the lasw and regulations.

»  The accompanying financial statements give a true and fair view of the financial position of the
Comrpany as at 31 December 2018, and its financial performance and its cash flows for the year
then ended in accerdance with simplified application of international accounting standards
according to section 3-9 of the Norwegian Accounting Act.

*  The accompanying consolidated financial statements give a true and fair view of the financial
position of the Group as at 31 December 2018, and its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards as
adopted by the EU.

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (1SAs). Cur
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Stateiments section of our report. We are independent of the Company and the
Group as reyuired by laws and regulations, and we have fulfitled our other ethical responsibilities in
accordance with these requirements. We believe that the andit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Key andit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current peried. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

The Groups business activities are largely unchanged compared to last year, We have not identified
regulatory changes, transaclions or other events that qualified as new Key andit matters for our audit
of the 2018 finaneial statements. Tn this light, owr areas of focus have been the same in 2018 as the
previcus year.

PricaaterhouseCoopers AS, Sandvikshodene 24, Postboks 3984 - Sanduiken, NO-5835 Bergen

T: 02316, 0rg. no.: 987 0ug 713 VAT, www.pwe.no

State authorised public aecountants, members of The Novwegian Institute of Public Accountants, and authorised
accounting firm
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DOF ASA Group has vessels and vessel
related assets with a carrying amount of
NOX 18 898 million at 51 Decernber 2018,
In line with the Group’s accounting policy
for impairment of non-financial assets, the
Board of Directors has assessed that there
were impairment indicators present for the
Group’s vessels as of 31 December 2018.
Consequently, they have earried out an
impairment assessment. Based on the
results of the impairment assessments, an
impairment charge of NOK 665 million
was recognised in 2018 resulting in the
carrying amount of certain vessels
impacted being written down to their
recoverable amount,

We focused on this area because vessels
and vessel related equipment constitute a
significant share of the total assets in the
Group, and because the assessinent of the
recoverable amount is complex and
involves significant management
Judgement.

Value-in-use (“VIU™) for the vessels was
estimated using discounted cash flows.
Each individual vessel, together with
assoeiated contract, was assessed as a
separate eash generating unit. Significant
management judgement was related to key
assumptions such as utilisation, charter
hire rates, operating expenses and
diseount rates.

Fair value less costs to sell (“FVLC8™), was
estimated by obtaining professional
valuations for cach vessel from two well-
reputed and independent brokers, taken
into aceount estimated sales commission.

The uncertainty related to valnation of the
company s vessels and vessel related
equipment are considered te be high due
to the challenging market conditions.

We refer to Notes 2 and 4 for the Greup’s

Auditors Report - DOF ASA

We obtained management’s impairment model and
considered whether the model contained the elements
and methodology IFRS require from such models. We
found the model to be in accordance with our
expectations,

We challenged management’s key assumptions such as
the projected utilisation, charter hire rates, operating
expenses and discount rates, and compared with
historical performanee, management’s internal forecasts
and long termm strategic plans that were approved by the
Board of Directors. We also considered publicly available
information abowt macroeconomic assumptions relevant
o the industry, and considered whether the assumptions
where consistent with management assumptions and
what we know about DO¥Fs business. We found
management’s assumptions to be within a reasonable
range.

To consider the reliability of management forecast, we
compared previous year’s estimates to actual historical
performanee. We considered whether deviations from
the budget had reasonable explanations. We assessed the
discount rate by comparing the key components used
with external market data. We considered that the
discount rates were within an appropriate range.

We evaluated the competence and objectivity of the
external brokers used by the Group. The range of values
derived from the two independent brokers were
compared with the VIU estimates. We considered the
appropriatencss and reliability of the fair value estimates
from the external brokers. We were able to conclude that
the broker estimates were appropriate as audit evidence.
However, for some of the vessel categories we observed a
iarger spread in the broker estimates compared to
previous ycars, which indicate that uncertainty in
valuations may have increased,

We lastly evaluated the adequacy of the disclosures made
on impairnent of vessel and vessel related equipment,
including those regarding the key assnumptions and
sensitivities and found that disclosures appropriately
explained management’s valuation process and the
uncertainties inherent in some of managements
assumptions.

(2}
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accounting policy for impairment of non-
financial assets, and Note 14 where the

Board of Directors explain their valuation
pracess for the Group’s tangible assets.

o Auditors Report - DOF ASA

DOF ASA Group had a goodwill of NOK
295 million as of 31 December 2018,
Goodwill with an indefinite nseful life is
subject to impairment assessments
annually, The Board of Direciors have
assessed that there were impairment
indicators present for the Group's goodwill
as of 31 December 2018,

The goodwill is related to the Subsea
segment as a joint group of cash
generating units. Management has used
the same expectation about market
development as for the impairment
assessment of vessels. The impairment
assessment for goodwill demonstrated that
recoverable amount was higher than
cartying amount, and no impairment was
required,

During 2018 goodwill related o
acquisition of Semar has been reported
and monitored separately from other
geodwill in the Subsea segment, The
development for Semar has been different
compared to the rest of the segment.
Consequently, an impairment charge of
NOK 27 million was recogaised in 2018,
and the hook value of the Semar goodwill
was NOK 0 at g1 December 2018.

We focused on this area because
estimating the recoverable amount
involves significant management
Judgement.

We refer to disclosures in Notes 2 and 4 for
the Group’s accounting policy for
impairment of goodwill, and to note 13
where the Board of Directors explain their
valuation process for the Group’s goodwill.

We have reviewed management impairment assessment
of goodwill. Our procedures in relation to evaluate
management’s impairment assessment inclnded
assessing the valuation methodology, challenging the
reasonableness of key assumptions based on our
knowledge of the business and industry, and reconciling
input data to supporting evidence.

The goodwill was supparted by excess valucs from
suhsea vessels and vessel related equipment allocated to
the Subsea segment when comparing recoverable
amount with carrying amount for the relevant assets.

We found the assumptions made by management to be
reasonable based on our knowledge and available
evidence, However, we observed that the value of
goodwill may be sensitive to even minor changes to key
assumptions in the cash flows.

Finally, we evaluated the adequacy of the disclosures
made in the financial statements regarding impairment
of goodwill and found that disclosures appropriately
explained management's valuation,

In their balance sheet, DOF ASA Group
has recognised a deforred tax asset with

Qur audit procedures include obtaining an
understanding of the tax positions within the Group, and

(2}
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NOK 808 million. The deferred tax assets  relevant communication between the Group and taxation

are mainly related to the Group’s authorities regarding taxable positions in the different
operations in Brazil, Norway and jurisdictions.
Australia.

‘We compared management’s forecasts of future profits
We identified recoverability of deferred tax  to historical results and evaluated the assumptions nsed

assets as a key pudit matter because in those forecasts. We discussed the model with
recognition of them involve significant management and Board of Directors and challenged the
judgement and the complexity related to use of key assumptions, such as revenue growth and
the valuation. Judgement related to the margin development. We also assessed the historical
likelihood of realisation of these assets is petformance against approved budget and business
based on a number of factors, including plans per jurisdiction to support the reliability of future
whether therc will be sufficient taxable cash flow projections.
profits in fature periods to support ) i
recognition, We have assessed the basis of accounting for recognised
deferred tax assets based on our knowledge of the tax
Management has supported the environment in which the Group operates. We also
receverabitity of deferred tax asscts mainly  assesscd the cash flow projections used in forecasting
with taxable income projections that future taxable ineome and the reversal of temporary

contain estimates of, and tax strategies for  Gifferences. We found that the assumptions and

future taxable income. Estimates of future estimates were within an acceptable range,

taxable income are based on the forecast of  pinglly, we evaluated the adequacy of the disclosures
cash flows from operations, the reversal of  made in the financial statements and found that
temporary differences and the application  disclosurcs appropriately explained management’s
of existing tax laws in each jurisdiction. To  process.

the extent that future cash flows and

taxable income differ significantly from

estimates, the ability of the Group to

realise the net deferred tax assets recorded

at the reporting date could be affected.

We refer to Notes 2 and 4 for the Group’s
accounting policy, and to Note 11 for
diselosures of the Group’s Deferred Tax
Assets,

We forused on this area due to the size of  We have earried out procedures to understand the

borrowings in the Group, the impact Uroup’s review processes related to finaneial eovenants
potential non-comphiance with loan and liquidity forecasts. We reviewed the loan agreements
covenants may have on the financial and discussed the conclusions reached by the Board of
statements, and the level of management ~ Dirctors.

Jlﬁdgerpent involved in assessing When considering the Hguidity and comphance with loan
compliance. agreements, the Group has, among other things,

. . prepared a liguidity forecast based on cash flow
The loan agreements require the GIOUP 10 proiections for 2019 on a monthly basis, prepared plans
comply with certain financial covenants. If o mitigate potential shortfalls in the liquidity forecast,
any of the debt covenants are infringed, and asscssed the risk of infringing any finaneial

@2
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this could, depending on the terms of each
lean agreeinent, constitute an event of
default. This can allow the lender to
accelerate repayment or the Group would
need to take actions to remedy the
infringement.

The Group has refinanced the debt in
certain subsidiaries in 2016-2018 resulting
in new terms and conditions, including
financial covenants, The most important
covenants are related to minimum
unrestricted cash, book equity, value~
adjusted equity, and market value to loan
ratios (LTV) for the Groups vessels.

With the current market conditions and
continued price pressure within the
industry, there is an increased risk related
to cash flow forecasts and fair market
value of vessels, which conld impact
compliance with loan covenants.

‘We refer to Note 3 where the Group's
poliey for financial risk management is
disclosed, and to Note 22 for disclosures
on the Group's financial eovenants.

Auditors Report - DOF ASA

covenants.

"The cash flow projections Include assumptions regarding
cash generated from operations, scheduled investments,
refinancing and debt repayments. We compared the
assumed cash flows with the business plan approved by
the Board, and tested key assumptions to underlying
documentation and external data where applicable.

The cash flow projections shows compliance with the
financial covenants for the next hwelve months.
However, the challenging market conditions recent years
have reduced the headroomn. We note that both cash
flows and fair market value of vessels may be negatively
affected by a continued downturn in the global offshore
market. This could have an impact on compliance with
financial covenants going forward.

Finally, we evaluated the appropriateness of the
disclosures related to financial covenants in the notes to
the financial statements and found them to he
appropriate.

Management is responsible for the other information. The other information comprises information in
the annnal report, except the financial statements and our auditors report thereon.

Our opinion on the financial statements does not cover the other information and we do not express

any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially

misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

‘The Beard of Directors and the Managing Director (Management) are respensible for the preparation
in accordance with law and regulations, including fair presentation of the financial statements of the
Company n accordance with simplified application of international accounting standards according to

{5)
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the Norwegian Accounting Act section 3-9, and for the preparation and fair presentation of the
consolidated financial statements of the Group in accordance with International Financial Reporting
Standards as adopted by the EU, and for such internal control as management determinies is necessary
to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s and the
Group's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management ether intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guaranice
that an audit conducted in accordance with laws, regulations, and auditing standards and practices
generaily accepted in Norway, including ISAs will always detect a material misstatement when it
exists. Misstatements can arige from fraud or error and are considered material if, individually orin
aggregate, they could reasonably be expected to influence the cconomic decisions of users taken en the
basis of these financial statements.

As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs, we exercise professional judgment and maintain
professional scepticisin throughout the audit. We also:

+ identify and assess the risks of material misstatement of the financial staterments, whether due
to fraud or error. We design and perform andit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resubting from fraud is higher than for one
resulting from error, as fraud may invelve collusion, forgery, intentional omissions,
isrepresentations, or the override of internal control.

¢ obtain an understanding of internal control relevant to the andit in order to design andit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's or the Group's internal control,

»  evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management,

» conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material anceriainty exists related to
events or conditions that may cast significant doubt on the Company and the Group's ability to
continue as a going concern. I we conclude that a material uncertainty exists, we are required
to draw atfention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Oue conclusions are based on the
audit evidence obtained up to the date of our auditer’s report. However, future events or
cenditions may cause the Company and the Group to cease to continue as a going concern.

+ evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.

+  obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial

@
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statements. We are responsible for the divection, supervision and performance of the group
andit. We remain solely responsible for our audit opinion.

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We alse provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation prechudes
public disclosure abeut the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication,

Report on Other Lega! and Regulutory Requirements

Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Board of Directors’ report and in the statements on Corporate
Governance and Corporate Social Responsibility concerning the financial statements, the going
coneern assumption and the and the proposed allocation of the result is consistent with the financial
statements and complies with the law and regulations.

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
{ISAE) 3000, Assurance Engagements Other than Audits or Reviews of Historical Financial
Information, it is our opinion that management has fulfilled its duty to produce a proper and clearly
set out registration and doeumentation of the Company’s accounting information in accordance with
the law and bookkeeping standards and practices generally accepted in Norway.

Rergen, 1§ March 2019

waterhouseCoopers A%
7 "

"/’ State Anthotised Public Accountant
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Appendix

Ferformance measurements definitions

DOF ASA financial information is prepared in accordance with international financial reporting standards (IFRS). In addition DOF ASA
discloses alternative performance measures as a supplement to the financial statement prepared in accordance with IFRS. Such perfor-
mance measures are used to provide an enhanced insight into the operating performance, financing and future prospects of the company
and are frequently used by securities analysts, investors and other interested parties.

The definitions of these measures are as follows:
Financial reporting - Financial Reporting according to IFRS.

Management reporting - Investments in joint ventures (JV) is consolidated on gross basis in the income statement and the statement of finan-
cial position. See the Group Accounts note 5 for presentation the bridge between the management reporting and the financial reporting.

EBITDA - Operating profit (earnings) before depreciation, impairment, amortisation, net financial costs and taxes is a key financial parame-
ter. The term is useful for assessing the profitability of its operations, as it is based on variable costs and excludes depreciation, impairment

and amortise costs related to investments. Ebitda is also important in evaluating performance relative to competitors.

Underlying EBITDA ~ Ebitda (management reporting) as described above adjusted for hedge accounting of revenue.

2018 2017
EBITDA 2066 2287
Hedge -180 171
EBITDA before hedge 2248 2458
EBIT - Operating profit (earnings) before net financial costs and taxes.
Interest bearing debt - Total of non-current and current borrowings.

2018 2017
Bond icans (non-current) 2480 18914
Debt to credit instituticns (non-current) 13007 15029
Current bond loan and debt to credit institutions 3678 2235
Total bond loan and debt to credit institutions 19166 19178
Accrued interest expenses -144 -138
Total interest bearing liabifities 19021 19040

Net interest bearing debt - Interest bearing debt minus current and non-current interest-bearing receivables and cash and cash equivalents.
The use of the term “net debt” does not necessarily mean cash included in the calculation are available to settle debts if included in the term.
See the Groups Accounts note 22 for presentation of net interest bearing debt.

Debt ratio ~ Net interest bearing debt divided on total equity and net debt.

Utilisation of vessel - Utilisation of vessel numbers is based on actual available days including days at yard for periodical maintenance,
upgrading, transit or idle time between contracts.

Contract coverage - Number of future sold days compared with total actual available days excluded options.

Contract Backlog - Sum of undiscounted revenue related to secured contracts in the future and optional contract extensions as determined by
the client. Contract coverage related to master service agreements (MSA's) within the subsea segment, includes only confirmed purchase order.
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Rua Fiscal Juca, 330

QW2 -1:0001

Loteamento Novo Cavaleiros
Wale Encantado - Macad/RJ
BRAZIL - CEP27833-45C
Phone: +55 2221 2301 00
Fax +552221 230389

CANADA

AUSTRALIA

DOF Subsea Australia Pty Ltd
Sth Floar, 181 St Georgas Tce
Perth WA 6000

AUSTRALIA

Phone +61 892788700
Fax: +61892788729

DOF Management Australia
Sth Floor, 181 St. Georges ce
Perth WA BO00

AUSTRALIA

Frone: +61 3 9556 5478
Mobile: +61 418 430239
management@dofcom

DOF Subsea Canada

26 Allston Strest

Mount Pearl, Newfoundland
CANADA, AZN DA

Phone: +2 7092 5762033
Fax. +17092E5762500

DOF Management Pte Ltd
460 Alexandra Road #15-02
PSA Building, 119963
SiINGAFCRE

Prone: +£5 £56023328

Fax: +65€56812431
managaement@doef.com

DOF Subsea Asia-Pacific Pte Ltd
460 Alexandra Road #15-02
PSA Building, 119963
SINGAFORE

Phone: +65 €561 2780

Fax: +65€£5612431

UK

DOF UK Lid

Harizons Houss,

81-83 Waterloo Quay
Aberdeen, AB11 50F
UNITED KINGEOM
Phone: +44 1224 586 644
Fax: +44 1224 586 555
infol@dofman.co.uk

DOF Subsea UK Ltd
Forizons House

81-83 Waterloo Quay
Aberdeen, AB11 5CE
UNITED KINGDOM
Phone: +44 1224 614 000
Fax: +44131224614 001

USA

DOF Subsea USA Inc

5365 W. Sam Houston Parkway N
Suite 400

Hauston, Texas

77041

USA

Phone: +1 713 896 2500
Fax:  +17137265800
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Glossary

ALV:

CAGR:
CAPEX:
CSVISubsea
DNV-GL:

DP:
EBIT:
EBITDA:
E8P:
EPIC:
FPSO:
FTE:
GOM:
GRI:
HR:
HSEQ
IFRS:
IMCA:
IMR:
1oc:
ISM:
1S0:
ISPS:

LNG:
MLC:
NIBOR:
NIS:
NOR:
OHSAS:
0SCy:
PLSVY
ROV:
SEMS:
STCW.
SURF:
T8
Time Charter Party (TC):
UDw:
VAL

Autonomous Underwater Vehicle
Cormpourd Arrual Growth Rate
Capitai Expenditure

Construction Supoort Vessels and Subseavesseis

Det Norske Veritas. Classification company. Controifing and
approving the vesseis technical condition, security and quadity
accarding to the company's own nies and the natioral laws

Oynamic Positioning
COperating Profit
Operating Profit before Depreciation

Exploratior: & Production

Ergineering, Procuremert, lnstafation & Cormmissioring

Floating Prodction Storage and Offioading

Fu

ime Equivaients

Guif of Mexico

Globa! Reporting Instiative

Hurran Resources

Heaith, Safety, Ervironment and Quality
Irterratioral Financial Reporting Standards
Irterratiorat Marine Contractors Association
Irspection, Mainterance and Repair
Irterratiorat Offshore Comoany
International Safety Managerment Code

International Standards Crganisation

Irterratiorai Ship and Fort Faciity Security Code. internationat
framework to detectf assess security threats and take orevent
T security inciderts affecting ships or port
ernationa trace

Liguefiec Naturai Gas

Maritime Labour Convention

Norwegian Interbaric Offered Rate

Norwegian International Ship Register
Horwegan Ordinary Ship Register

Cccupational Heaith & Safety Advisory Services

Offshore Subses Construction Vessel

Pipeiaying Eupport Vessel

Remote Cperated Vehicle

Safety and Environmental Managerrent Systems
Standards of Training, Certification and ‘Watch keeping
Subsea, Umbiicals, Risers & Flowiines

Transportation & lhstadation

Contract for Chartering a Vessel

Uitra Deep Water

Vaise Adiusted Equity

Colophon

PUBLICATION

DOF ASA Annuat Report 2018
EpITING AND CONTROL
CONSISTENCY

Corporate Finance & Control
Corporate Commurication
ART DIRECTION

Corporate Commurication
PHOTOGRAPHY

Front page: Skand: Recife during sea trials
PRINT AND PRODUCTION
Alkopi Offzet AS

Cover: Arctic Volume Highwhite, 250 g
Book: Arctic Volume Highwhite, 115 g
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DOF ASA

www.dof.com

DCF
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i3 FEB. oppy

@

: : Inguiries to Your date Cur date
N orweglan D] rECtorate Of TaXES Torstein Kinden Helleland 23.01.2017 10.02.2017
Telephone Your reference Our referance
22078139 Hilde Drenen 201 1/1035547
DOF ASA
Alfabygget

5392 STOREB@

Permission to prepare the annual accounts and directors’ report in English
language

With reference to your letter of 23 January 2017 you apply for permission fo keep annual accounts
and directors’ report in English language. The application in question concems the following
companies.

DOF ASA org. nr. 935 349 230

DOF Management AS org. nr. 979 999 682

DOF Sjo AS org. nr. 991 051 945

DOF Iceman AS org. nr. 898 092 712

Marin IT AS org. nr. 994 796 550
Conclusion

Based on a total evaluation, the view of The Directorate of Taxes is that the companies mentioned
above may make the directors’ report and annual accounts in English language according to the
Norwegian Accounting Act § 3-4 third paragraph. The exemption requires that the information that
the decision is based on, does not change significantly.

A copy of this letter must be sent to the Register of Company Accounts in Brenneysund logether
with the financial statements. It is incumbent on the company to document by this fetter that the
permit is granted.

Background

DOF ASA is the ultimate parent company in the DOF ASA Group. The other companies are owned
by DOF ASA. DOF ASA is listed on Oslo Stock Exchange and has permission to present the
annual accounts in English language. The DOF ASA Group is an infernational group of companies
which owns and operates a modern flect of offshore-/subsea vessels, and owns engineering capacity
to service the subsea market. Other group companies have already permission to make the directors’
report and anmual accounts in English language.

The working language in the group is English. The DOF ASA Group operale within the
international offshore-/subsea industry, where English is clearly the dominant language. The group
is highly international in the sense that it operates throughout the world, and the group has several

Postal address Visiting address: Telephone
P.Q. Box 9200 Grenland See www.skatiestaten no 800 80 000
0134 Csla Org.nr: 996250318 Telefax

E-mail: skatteetatan.nofsendepost 22 17 08 60
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Please state “our reference”™ (see above) in all written
communication with The Norwegian Tax Authorities.

Best regards

Rune Tystad
Senior Adviser
Legal Department
Norwegian Directorate of Taxes
Torstein Kinden Helleland

This document has been electronicaily approved and contains therefore no handwritien signatures
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