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Item 11 Quantitative and Qualitative Disclosures about Market Risk 
 
Statoil operates in the worldwide crude oil, refined products and natural gas markets and is exposed to fluctuations in 
hydrocarbon prices, foreign currency rates and interest rates that can affect the revenues and cost of operating, investing and 
financing. Our management has used and intends to use financial and commodity-based derivative contracts to reduce the 
risks in overall earnings and cash flows. Statoil also uses derivatives to establish certain limited speculative positions based on 
market movements. 
 
Statoil has established an Enterprise-Wide Risk Management Program, which establishes guidelines for entering into 
contractual arrangements (derivatives) to manage its commodity price, foreign currency rate, and interest rate risk. Our 
Corporate Risk Committee meets on a regular basis to review the existing policies and implementation of the guidelines. These 
procedures establish control over the use of derivatives, routine monitoring and reporting requirements, as well as counter-party 
credit approval processes. 
 
Commodity Risk. The following table contains the fair market value and related price risk sensitivity of our commodity-based 
derivatives, as accounted for under FAS 133, all amounts in NOK million: 
 
 
 

FAIR MARKET
VALUE ASSET

FAIR MARKET 
VALUE LIABILITY 

10% 
SENSITIVITY 

    
At December 31, 2003    
Crude Oil and Refined Products 470 (426) 21 
Natural Gas and Electricity 314 (230) 38 
 
At December 31, 2002    
Crude Oil and Refined Products 1,464 (1,691) 427 
Natural Gas and Electricity 1,205 (941) 65 
 
Substantially all these fair market value assets and liabilities are related to over-the-counter (OTC) derivatives. The term of 
crude oil and refined products derivatives is usually less than one year. The term of natural gas forwards is usually three years 
or less. The net fair market value of FAS 133 derivatives associated with long-term natural gas contracts (10 years or more) 
and included in the table above was NOK 91 million as of December 31, 2002, and zero as of December 31, 2003. Also 
included in the fair market values and basis for sensitivity figures are immaterial derivative positions held for speculative 
purposes.  
 
Price risk sensitivities for 2003 and 2002 were calculated by assuming a hypothetical across-the-board 10% adverse change in 
all commodity prices regardless of the term or historical relationships between the contractual price of the instrument and the 
underlying commodity prices. In the event of an actual 10% change in all underlying prices, the change in the fair value of the 
derivative portfolio at the two respective year ends would typically be different from that shown above due to expected 
correlations between risk categories. In addition, there would be expected offsetting effects from changes in the fair value of our 
corresponding physical positions, contracts and anticipated transactions, which are not required to be recorded at market, and 
which are not reflected in the above table.  
 
A 10% relative change of certain underlying commodity prices in relation to other prices would typically yield other sensitivities 
than those provided in the table above. Natural Gas sensitivities may for instance be adversely impacted by certain relative 
commodity price changes, due to pricing elements in long-term physical delivery contracts and assumptions used in arriving at 
the fair market value of FAS 133 derivatives related to long-term contracts. 
 
Interest and Currency Risk. Interest and currency risks constitute significant financial risks for the Statoil group. Total exposure 
is managed at a portfolio level in accordance with approved strategies and mandates. Interest rate risk and currency risk are 
assessed against mandates on a regular basis. The fair market value of assets and liabilities, respectively, related to our fixed 
interest long-term debt, interest rate swaps and currency swaps were NOK 4,551 million and NOK 26,281 million as of 
December 31, 2003, and NOK 2,154 million and NOK 28,625 million as of December 31, 2002.  
 
The estimated loss associated with a 10% adverse change in NOK currency rates would result in a loss of fair value of 
approximately NOK 3.9 billion and NOK 4.0 billion as of December 31, 2003 and 2002 respectively. A hypothetical one 
percentage point adverse change in interest rates would result in a loss of NOK 0.4 billion and NOK 0.9 billion related to 
interest bearing liabilities, investments in debt securities and related financial instruments as of December 31, 2003 and 2002, 
respectively. These estimated currency and interest rate sensitivities are based on an uncorrelated loss scenario and actual 
results could vary due to assumptions used and offsetting account correlations not reflected within this analysis. 
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Statoil’s cash flows are largely in US dollars and euro but also significant amounts in NOK, Swedish kroner, Danish kroner and 
UK pounds sterling. The currencies in the debt portfolio are managed in connection with our expected future net cash flows per 
currency. Our debt, after considering currency swaps, is mainly in US dollars.  
 
Equity Securities. Equity securities, mainly of the portfolio in Statoil Forsikring AS, are recorded at fair value and have exposure 
to price risk. The fair value of equity securities is based on quoted market prices. Risk is estimated as the potential loss in fair 
value resulting from a hypothetical 10% adverse change in quoted market prices. Actual results may vary due to assumptions 
utilized and risk correlations. 
 
FAIR MARKET VALUE AT DECEMBER 31, AMOUNTS IN NOK MILLION 2003 2002 
Equity securities 1,934 1,270 
 
 
MARKET RISK ON EQUITY SECURITIES, AMOUNTS IN NOK MILLION 2003 2002 
10% change in share prices 193 127 
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Item 12 Description of Securities Other Than Equity Securities  
 
Not applicable. 
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PART II 

Item 13 Defaults, Dividend Arrearages and Delinquencies  
 
None. 
 

 

Item 14 Material Modifications to the Rights of Security Holders and Use of 
Proceeds  
 
None. 
  
 

Item 15 Controls and Procedures  
 
Our management, with the participation of our Acting Chief Executive Officer and Acting Chief Financial Officer, have evaluated 
the effectiveness of the design and operation of our disclosure controls and procedures pursuant to Exchange Act Rules 13a-
15(b) as of the end of the period covered by this Form 20-F.  Based on that evaluation, the Acting Chief Executive Officer and 
Acting Chief Financial Officer have concluded that these disclosure controls and procedures are effective at the reasonable 
assurance level. 
 
In designing and evaluating our disclosure controls and procedures, our management, with the participation of the Acting Chief 
Executive Officer and Acting Chief Financial Officer, recognized that any controls and procedures, no matter how well designed 
and operated, can provide only reasonable assurance of achieving the desired control objectives, and our management 
necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible controls and procedures. 
Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all 
control issues and instances of fraud, if any, within the company have been detected. 
 
There were no changes to our internal control over financial reporting that occurred during the period covered by this Form 20-
F that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.  
 
 

Item 16A Audit Committee Financial Expert 
 
Our board of directors has determined that a member of our Audit Committee, Mr. Finn Hvistendahl, qualifies as an “audit 
committee financial expert”, as defined in Item 16A of Form 20-F. 
 
 

Item 16B Code of Ethics 
 
Statoil has adopted a code of ethics that applies to the Chief Executive Officer, Chief Financial Officer and the principal 
accounting officer.  We have published our code of ethics on our website.  It is accessible at www.statoil.com/ethics. 
 
Statoil also has ethical guidelines that apply to all employees. The guidelines are principle-based and describe corporate values 
and required standards of business conduct and ethics.  The ethical guidelines are designed to deter wrongdoing and to 
promote honest and ethical conduct, compliance with applicable laws and regulations, internal reporting of violations of the 
guidelines and accountability for adherence of the guidelines. 
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Item 16C Principal Accountant Fees and Services  
 
Ernst & Young has served as our independent public auditor for each of the fiscal years in the three-year period ended 
December 31, 2003, for which audited consolidated financial statements appear in this annual report on Form 20-F.   
 
The following table shows information about fees paid by Statoil to Ernst & Young. 
 

FOR THE YEAR ENDED 
DECEMBER 31,   

(IN NOK MILLION) 2003 2002 
Audit fees 27.0 26.2 
Audit-related fees 2.8 1.8 
Tax fees 14.5 8.5 
All other fees 0.9 0.0 
Total  45.2 36.5 
 
Audit Services are defined as the standard audit work that needs to be performed each year in order to issue an opinion on the 
consolidated financial statements of Statoil, and to issue reports on the Norwegian GAAP statutory financial statements.  It also 
includes other audit services which are those services that only the external auditor reasonably can provide, such as auditing of 
non-recurring transactions and application of new accounting policies, audits of significant and newly implemented system 
controls and pre-issuance reviews of quarterly financial results 
 
Audit Related Services include those other assurance and related services provided by auditors, but not restricted to those that 
can only reasonably be provided by the external auditor signing the audit report, that are reasonably related to the performance 
of the audit or review of the company's financial statements such as acquisition due diligence, audits of pension and benefit 
plans, consultations concerning financial accounting and reporting standards. 
 
Tax Services include the assistance with compliance and reporting of exercise and value added taxes, assistance with our 
assessment of new or changing tax regimes, assessment of our transfer pricing policies and practices, and assistance with 
assessing relevant rules, regulations and facts going into our correspondence with tax authorities.  
 
Other Services consist primarily of consultancy services provide to improve certain processes and tools related to economic 
modeling, analysis, and budget control, as well as some limited assistance with our filing in a legal case. 
 

Audit Committee Pre-approval Policies and Procedures  

Effective from the appointment of the audit committee by the board of directors, all services provided by the external auditor 
must be pre-approved by the audit committee. Provided that the suggested types of services are permissible under SEC 
guidelines, pre approval is usually granted in a regular audit committee meeting. The Chairman has been given the authority to 
pre-approve when deemed necessary, provided that the full audit committee is presented to the case at its next meeting.  Some 
pre-approvals may therefore be granted on an ad hoc basis by the Chairman of the audit committee if an urgent reply is 
deemed necessary. 
 
Some of the costs incurred in 2003 related to services agreed upon prior to the adoption of the new rules as set forth by the 
Sarbanes Oxley Act in May 2003. Subsequent to our implementation of the new rules and appointment of the audit committee, 
all audit related, tax and other services were pre-approved by the audit committee, respectively.   
 
 

Item 16D Exemptions from the Listing Standards for Audit Committees  
Not applicable.  
 
 

Item 16E Purchases of Equity Securities by the Issuer and Affiliated Purchasers 
 
Not applicable. 
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PART III 

Item 17 Financial Statements  
Not applicable. 
 

Item 18 Financial Statements 
 
The consolidated financial statements beginning on page F-1 and the related notes, together with the report thereon of Ernst & 
Young, are filed as part of this Annual Report on Form 20-F. 
 
 

Item 19 Exhibits 
The following exhibits are filed as part of this Annual Report: 
 
Exhibit 1 Articles of Association of Statoil ASA, as amended (English translation) (Incorporated by reference to 

exhibit 1 to Statoil’s Annual Report on Form 20-F for the fiscal year ended December 31, 2002) (File no 
1-15200). 

Exhibit 2(b)(i) Instruments Defining the Rights of Holders of Long-Term Debt:  The total amount of long-term securities 
of Statoil authorized under any instrument, does not exceed 10% of the total assets of Statoil on a 
consolidated basis.  Statoil agrees to furnish copies of any or all such instruments to the Securities and 
Exchange Commission upon request. 

Exhibit 4(a) (i) Technical Service Agreement between Gassco AS and Statoil ASA, dated February 27, 2002 
(Incorporated by reference to exhibit 4 to Statoil’s Annual Report on Form 20-F for the fiscal year ended 
December 31, 2001)(File no 1-15200). 

Exhibit 4(a) (ii) Agreement relating to purchase and sale of SDFI assets (Incorporated by reference to Exhibit 10.1 to 
Statoil’s Registration Statement on Form F-1, filed on May 14, 2001) (File no. 333-13502). 

Exhibit 4(c) Employment agreements with Helge Lund and Erling Øverland (English translation)  
Exhibit 8 Subsidiaries. 
Exhibit 12 Rule 13a-14(a) Certifications. 
Exhibit 13 Rule 13a-14(b) Certifications. 
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SIGNATURE 
 
The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused and 
authorized the undersigned to sign this Annual Report on its behalf. 
 
       STATOIL ASA 
       (Registrant) 
 
       By: /s/ ELDAR SÆTRE                      
 Eldar Sætre 
 Acting Chief Financial Officer 
 
Dated: April 2, 2004 
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Appendix A – Report of DeGolyer and MacNaughton 
 
 

DEGOLYER AND MACNAUGHTON 
4925 GREENVILLE AVENUE, SUITE 400 

ONE ENERGY SQUARE 
DALLAS, TEXAS 75206 

 
 
 

February 16, 2004 
 
 
 
 

Statoil ASA  
Forusbeen 50 
N-4035 Stavanger 
Norway 

Gentlemen: 

 Pursuant to your request, we have prepared estimates of the proved oil, condensate, liquefied petroleum 
gas (LPG), and natural gas reserves, as of December 31, 2003, of certain properties in Angola, Azerbaijan, China, 
Iran, Norway, the United Kingdom, and Venezuela owned by Statoil ASA (STATOIL). The estimates are discussed 
in our “Report as of December 31, 2003 on Proved Reserves of Certain Properties owned by Statoil ASA” (the 
Report). We also have reviewed STATOIL’s estimates of the reserves, as of December 31, 2003, of the same 
properties included in the Report. 

  
 In our opinion, the information relating to proved reserves estimated by us and referred to herein has been 
prepared in accordance with Paragraphs 10–13, 15, and 30(a)–(b) of Statement of Financial Accounting Standards 
No. 69 (November 1982) of the Financial Accounting Standards Board and Rules 4–10(a) (1)–(13) of Regulation   
S–X of the United States Securities and Exchange Commission (SEC). 

  
 STATOIL represents that its estimates of the proved reserves, as of December 31, 2003, attributable to 
STATOIL’s interests in the properties included in the Report are as follows, expressed in millions of barrels (MMbbl) 
or billions of cubic feet (Bcf): 

 
Oil, Condensate, 

 and LPG 
(MMbbl) 

 
Natural Gas 

(Bcf) 

 

Net Equivalent 
(MMbbl) 

       
1,789  13,886  4,264 

        

Note:   Net equivalent million barrels is based on 5,612 cubic 
feet of gas being equivalent to 1 barrel of oil, 
condensate, or LPG. 

  
STATOIL has advised us that its estimates of proved oil, condensate, LPG, and natural gas reserves are in 

accordance with the rules and regulations of the SEC. It is our opinion that the guidelines and procedures that 
STATOIL has adopted to prepare its estimates are in accordance with generally accepted petroleum reserves 
evaluation practices and are in accordance with the requirements of the SEC. 
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Our estimates of the proved reserves, as of December 31, 2003, attributable to STATOIL’s interests in the 
properties included in the Report are as follows, expressed in millions of barrels (MMbbl) or billions of cubic feet 
(Bcf): 

 
Oil, Condensate, 

 and LPG 
(MMbbl) 

 
Natural Gas 

(Bcf) 

 
Net Equivalent 

(MMbbl) 
        

1,774  13,849  4,242 
        

Note: Net-equivalent million barrels is based on 5,612 cubic 
feet of gas being equivalent to 1 barrel of oil, 
condensate, or LPG. 

 
In comparing the detailed reserves estimates prepared by us and those prepared by STATOIL for the 

properties involved, we have found differences, both positive and negative, in reserves estimates for individual 
properties. These differences appear to be compensating to a great extent when considering the reserves of 
STATOIL in the properties included in the Report, resulting in overall differences not being substantial. It is our 
opinion that the reserves estimates prepared by STATOIL on the properties reviewed by us and referred to above, 
when compared on the basis of net equivalent million barrels of oil do not differ materially from those prepared by 
us.  

Submitted, 

 

DeGOLYER and MacNAUGHTON 
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Report of independent auditors – USGAAP accounts

We have audited the accompanying consolidated balance sheets of Statoil ASA and subsidiaries as of December 31, 2003 and 2002, and the related consolidated

statements of income, shareholders’ equity and cash flows for each of the three years in the period ended December 31, 2003. These financial statements are the

responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we plan and perform the audit

to obtain reasonable assurance about whether the financial statements are free of material misstatements. An audit includes examining, on a test basis, evidence

supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made

by the management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion the financial statements referred to above present fairly, in all material respects, the consolidated financial position of Statoil ASA and subsidiaries at

December 31, 2003 and 2002, and the consolidated results of their operations and their cash flows for each of the three years in the period ended December 31,

2003, in conformity with accounting principles generally accepted in the United States. 

Stavanger, March 3, 2004

ERNST & YOUNG AS

Gustav Eriksen Jostein Johannessen

State Authorised Public Accountant State Authorised Public Accountant 

(Norway) (Norway)
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Statoil group – USGAAP

CONSOLIDATED STATEMENTS OF INCOME – USGAAP

Year ended December 31,
(in NOK million) 2003 2002 2001

REVENUES

Sales 248,527 242,178 231,712 

Equity in net income of affiliates 616 366 439 

Other income 232 1,270 4,810 

Total revenues 249,375 243,814 236,961 

EXPENSES

Cost of goods sold (149,645) (147,899) (126,153)

Operating expenses (26,651) (28,308) (29,422)

Selling, general and administrative expenses (5,517) (5,251) (4,297)

Depreciation, depletion and amortization (16,276) (16,844) (18,058)

Exploration expenses (2,370) (2,410) (2,877)

Total expenses before financial items (200,459) (200,712) (180,807)

Income before financial items, other items, income taxes and minority interest 48,916 43,102 56,154 

Net financial items 1,399 8,233 65 

Other items (6,025) 0 0 

Income before income taxes and minority interest 44,290 51,335 56,219 

Income taxes (27,447) (34,336) (38,486)

Minority interest (289) (153) (488)

Net income 16,554 16,846 17,245 

Net income per ordinary share 7.64 7.78 8.31 

Weighted average number of ordinary shares outstanding 2,166,143,693 2,165,422,239 2,076,180,942 

Revenues are net of excise tax of NOK 20,753 million, NOK 18,745 million and NOK 18,571 million in 2003, 2002 and 2001, respectively.

See notes to the consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS – USGAAP

At December 31,
(in NOK million) 2003 2002

ASSETS

Cash and cash equivalents 7,316 6,702 

Short-term investments 9,314 5,267 

Cash, cash equivalents and short-term investments 16,630 11,969 

Accounts receivable 28,048 32,057 

Accounts receivable - related parties 2,144 1,893 

Inventories 4,993 5,422 

Prepaid expenses and other current assets 7,354 6,856 

Total current assets 59,169 58,197 

Investments in affiliates 11,022 9,629 

Long-term receivables 14,261 7,138 

Net property, plant and equipment 126,528 122,379 

Other assets 10,620 8,087 

TOTAL ASSETS 221,600 205,430 

LIABILITIES AND SHAREHOLDERS' EQUITY

Short-term debt 4,287 4,323 

Accounts payable 17,977 19,603 

Accounts payable - related parties 6,114 5,649 

Accrued liabilities 11,454 11,590 

Income taxes payable 17,676 18,358 

Total current liabilities 57,508 59,523 

Long-term debt 32,991 32,805 

Deferred income taxes 37,849 43,153 

Other liabilities 21,595 11,382 

Total liabilities 149,943 146,863 

Minority interest 1,483 1,550 

Common stock (NOK 2.50 nominal value), 2,189,585,600 shares authorized and issued 5,474 5,474 

Treasury shares, 23,441,885 shares (59) (59)

Additional paid-in capital 37,728 37,728 

Retained earnings 27,627 17,355 

Accumulated other comprehensive income (596) (3,481)

Total shareholders' equity 70,174 57,017 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 221,600 205,430 

See notes to the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY – USGAAP

Additional Accum other
Nubers of Share Treasury paid-in Retained comprehensive

(in NOK million, except share data) shares issued capital shares capital earnings income Total

At January 1, 2001 1,975,885,600 4,940 0 45,628 14,768 2,490 67,826

Net income 17,245 17,245 

Translation adjustment and other 

comprehensive income (537) (537)

Total comprehensive income 16,708 

Issuance of treasury shares 25,000,000 63 (63) 0 

Issuance of shares 188,700,000 471 12,419 12,890 

Contribution from shareholder 9,440 9,440 

Dividends related to SDFI properties (30,084) (19,663) (49,747)

Adjustment related to the SDFI transaction 325 325 

Ordinary dividend (5,668) (5,668)

At December 31, 2001 2,189,585,600 5,474 (63) 37,728 6,682 1,953 51,774 

Net income 16,846 16,846 

Translation adjustment and other 

comprehensive income (5,434) (5,434)

Total comprehensive income 11,412 

Bonus shares distributed 4 (4) 0

Ordinary dividend (6,169) (6,169)

At December 31, 2002 2,189,585,600 5,474 (59) 37,728 17,355 (3,481) 57,017 

Net income 16,554 16,554 

Translation adjustment and other 

comprehensive income 2,885 2,885 

Total comprehensive income 19,439 

Ordinary dividend (6,282) (6,282)

At December 31, 2003 2,189,585,600 5,474 (59) 37,728 27,627 (596) 70,174 

Other comprehensive income amounts are net of income tax benefit of NOK 81 million, NOK 78 million and NOK 4 million at 2003, 2002 and 2001, respectively.

Dividends paid per share were NOK 2.90, NOK 2.85 and NOK 26.69 in 2003, 2002 and 2001, respectively. The dividends prior to the public offering are strongly

affected by cash flows relating to the SDFI transaction.

Contributions from shareholder represent primarily income taxes for properties transferred from SDFI which are imputed but not paid. See note 1 Organization and

Basis of Presentation for further details.
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CONSOLIDATED STATEMENTS OF CASH FLOWS – USGAAP

Year ended December 31, 
(in NOK million) 2003 2002 2001

OPERATING ACTIVITIES

Consolidated net income 16,554 16,846 17,245 

Adjustments to reconcile net income to net cash flows provided by operating activities:

Minority interest in income 289 153 488 

Depreciation, depletion and amortization 16,276 16,844 18,058 

Exploration costs written off 256 554 935 

(Gains) losses on foreign currency transactions 781 (8,771) 180 

Deferred taxes (6,177) 628 848 

Income taxes of transferred SDFI properties 0 0 5,952 

(Gains) losses on sales of assets and other items 5,719 (1,589) (4,990)

Changes in working capital (other than cash and Cash equivalents):

• (Increase) decrease in inventories 349 (146) (1,050)

• (Increase) decrease in accounts receivable 2,054 (6,211) 4,522 

• (Increase) decrease in other receivables (1,511) 3,107 (1,543)

• (Increase) decrease in short-term investments (4,047) (3,204) 1,794 

• Increase (decrease) in accounts payable (949) 4,118 (3,852)

• Increase (decrease) in other payables 2,436 (645) (3,370)

• Increase (decrease) in taxes payable (682) 1,740 1,741 

(Increase) decrease in non-current items related to operating activities (551) 599 2,215 

Cash flows provided by operating activities 30,797 24,023 39,173 

INVESTING ACTIVITIES

Additions to property, plant and equipment (22,075) (17,907) (16,649)

Exploration expenditures capitalized (331) (652) (765)

Change in long-term loans granted and other long-term items (7,682) (1,495) (539)

Proceeds from sale of assets 6,890 3,298 5,115 

Cash flows used in investing activities (23,198) (16,756) (12,838)

See notes to the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS – USGAAP

Year ended December 31, 
(in NOK million) 2003 2002 2001

FINANCING ACTIVITIES

New long-term borrowings 3,206 5,396 9,609 

Repayment of long-term borrowings (2,774) (4,831) (4,548)

Distribution to minority shareholders (356) (173) (1,878)

Dividends paid (6,282) (6,169) (5,668)

Amounts paid to shareholder, related to SDFI properties 0 0 (49,747)

Capital contribution related to SDFI properties 0 0 8,460 

Net proceeds from issuance of new shares 0 0 12,890 

Net short-term borrowings, bank overdrafts and other (1,656) 1,146 (588)

Cash flows used in financing activities (7,862) (4,631) (31,470)

Net increase (decrease) in cash and cash equivalents (263) 2,636 (5,135)

Effect of exchange rate changes on cash and cash equivalents 877 (329) (215)

Cash and cash equivalents at January 1 6,702 4,395 9,745 

Cash and cash equivalents at December 31 7,316 6,702 4,395 

Interest paid 1,336 1,782 3,793

Taxes paid 34,230 31,634 33,320

Imputed income taxes related to transferred SDFI properties, are included in financing activities as cashflows to shareholder until May 31, 2001 when the transac-

tion became effective, and result in an ajustment to reconcile net income to net cash flows provided by operating activities. Changes in working capital items

resulting from the disposal of the subsidiary Navion in 2003 are excluded from Cash flows provided by operating activities and classified as Proceeds from sale of

assets.

See notes to the consolidated financial statements.
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1. Organization and Basis of Presentation

Statoil ASA was founded in 1972, as a 100 per cent Norwegian State-owned company. Statoil’s business consists principally of the exploration, production,

transportation, refining and marketing of petroleum and petroleum-derived products. In 1985, the Norwegian State transferred certain properties from

Statoil to the State’s direct financial interest (SDFI), which were also 100 per cent owned by the Norwegian State. 

In conjunction with a partial privatization of Statoil in June 2001, the Norwegian State restructured its holdings in oil and gas properties on the Norwegian

Continental Shelf. In this restructuring, the Norwegian State transferred to Statoil certain SDFI properties with a book value of approximately NOK 30 billion, 

in consideration for which NOK 38.6 billion in cash plus interest and currency fluctuation from the valuation date of NOK 2.2 billion (NOK 0.7 billion after tax),

and certain pipeline and other assets with a net book value of NOK 1.5 billion were transferred to the Norwegian State. The transaction was completed 

June 1, 2001 with a valuation date of January 1, 2001 with the exception of the sale of an interest in the Mongstad terminal which had a valuation date of 

June 1, 2001. 

The total amount paid to the Norwegian State was financed through a public offering of shares of NOK 12.9 billion, issuance of new debt of NOK 9 billion and

the remainder from existing cash and short-term borrowings. 

The transfers of properties from the SDFI have been accounted for as transactions among entities under common control and, accordingly, the results of oper-

ations and financial position of these properties have been combined with those of Statoil at their historical book value for all periods presented. However, cer-

tain adjustments have been made to the historical results of operations and financial position of the properties transferred to present them as if they had been

Statoil's for all periods presented. These adjustments primarily relate to imputing of income taxes and capitalized interest, and calculation of royalty paid in kind

consistent with the accounting policies used to prepare the consolidated financial statements of Statoil. Income taxes, capitalized interest and royalty paid in

kind are imputed in the same manner as if the properties transferred to Statoil had been Statoil's for all periods presented. Income taxes have been imputed at

the applicable income tax rate. Interest is capitalized on construction in progress based on Statoil's weighted average borrowing rate and royalties paid in kind

are imputed based on the percentage applicable to the production for each field. Properties transferred from Statoil to the Norwegian State are not given

retroactive treatment as these properties were not historically managed and financed as if they were autonomous. As such, the contribution of properties is

considered a contribution of capital and is presented as additional paid-in capital in shareholder's equity at the beginning of January 1, 1996. The cash payment

and net book value of properties transferred to the Norwegian State in excess of the net book value of the properties transferred to Statoil, is shown as a divi-

dend. The final cash payment is contingent upon review by the Norwegian State, which is expected to be completed in 2004. The adjustment to the cash pay-

ment, if any, will be recorded as a capital contribution or dividend as applicable.

2. Summary of Significant Accounting Policies

The consolidated financial statements of Statoil ASA and its subsidiaries (the Company or the group) are prepared in accordance with United States generally

accepted accounting principles (USGAAP).

Consolidation
The consolidated financial statements include the accounts of Statoil ASA and subsidiary companies owned directly or indirectly more than 50 per cent. Inter-

company transactions and balances have been eliminated. Investments in companies in which Statoil does not have control, but has the ability to exercise sig-

nificant influence over operating and financial policies (generally 20 to 50 per cent ownership), are accounted for by the equity method. Undivided interests in

unincorporated joint ventures in the oil and gas business, including pipeline transportation, are consolidated on a pro rata basis.

Foreign currency translation
Each foreign entity’s financial statements are prepared in the currency in which that entity primarily conducts its business (the functional currency). For

Statoil’s foreign subsidiaries the local currency is the functional currency, with the exception of some upstream subsidiaries, where the US dollar is the func-

tional currency. 

When translating foreign functional currency financial statements to Norwegian kroner, year-end exchange rates are applied to asset and liability accounts,

and average rates are applied to income statement accounts. Adjustments resulting from this process are included in the Accumulated other comprehensive

income account in shareholders’ equity, and do not affect net income.

Transactions denominated in currencies other than the entity’s functional currency are re-measured into the functional currency using current exchange rates.

Gains or losses from this re-measurement are included in income.

Revenue recognition
Revenues associated with sales and transportation of crude oil, natural gas, petroleum and chemical products and other merchandise are recorded when title

passes to the customer at the point of delivery of the goods based on the contractual terms of the agreements. Revenue is recorded net of customs, excise

taxes and royalties paid in kind on petroleum products. Revenues from the production by oil and gas properties are recorded on the basis of sales to customers. 
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Cash and cash equivalents
Cash and cash equivalents include cash, bank deposits and all other monetary instruments with three months or less to maturity at the date of purchase.

Short-term investments
Short-term investments include bank deposits and all other monetary instruments and marketable equity and debt securities with a maturity of between three

and twelve months at the date of purchase. The portfolios of securities are considered trading securities and are valued at fair value (market). The resulting

unrealized holding gains and losses are included in Net financial items. Income from short-term investments is recorded when earned.

Inventories
Inventories are valued at the lower of cost or market. Costs of crude oil held at refineries and the majority of refined products are determined under the last-in,

first-out (LIFO) method. Certain inventories of crude oil, refined products and non-petroleum products are determined under the first-in, first-out (FIFO)

method. 

Use of estimates
Preparation of the financial statements requires the Company to make estimates and assumptions that affect the reported amounts of assets, liabilities, rev-

enues and expenses, as well as disclosures of contingencies. Actual results may ultimately differ from the estimates and assumptions used.

The nature of Statoil’s operations, and the many countries in which Statoil operates, are subject to changing economic, regulatory and political conditions.

Statoil does not believe it is vulnerable to the risk of a near-term severe impact as a result of any concentration of its activities.

Property, plant and equipment
Property, plant and equipment are carried at historical cost less accumulated depreciation, depletion and amortization. Expenditures for significant renewals

and improvements are capitalized. Ordinary maintenance and repairs are charged to income when performed. Provisions are made for costs related to periodic

maintenance programs. 

Depreciation of production installations and field-dedicated transport systems for oil and gas is calculated using the unit of production method based on

proved reserves expected to be recovered during the concession period. Ordinary depreciation of other assets and of transport systems used by several fields

is calculated on the basis of their economic life expectancy, using the straight-line method. The economic life of nonfield-dedicated transport systems is nor-

mally the production period of the related fields, limited by the concession period. Straight-line depreciation of other assets is based on the following estimat-

ed useful lives:

Machinery and equipment 5 — 10 years

Production plants onshore 15 — 20 years

Buildings 20 — 25 years

Vessels 20 — 25 years

Oil and gas accounting
Statoil uses the “Successful efforts”- method of accounting for oil and gas producing activities. Costs to acquire mineral interests in oil and gas properties, to

drill and equip exploratory wells that find proved reserves, and to drill and equip development wells are capitalized. Costs to drill exploratory wells that do not

find proved reserves, and geological and geophysical and other exploration costs are expensed. Pre-production costs are expensed as incurred.

Unproved oil and gas properties are periodically assessed on a property-by-property basis, and a loss is recognized to the extent, if any, that the cost of the

property has been impaired. Capitalized expenditures of producing oil and gas properties are depreciated and depleted by the unit of production method.

Impairment of long-lived assets
Long-lived assets, identifiable intangible assets and goodwill, are written down when events or a change in circumstances during the year indicate that their

carrying amount may not be recoverable. 

Impairment is determined for each autonomous group of assets (oil and gas fields or licenses, or independent operating units) by comparing their carrying

value with the undiscounted cash flows they are expected to generate based upon management’s expectations of future economic and operating conditions.

Should the above comparison indicate that an asset is impaired, the asset is written down to fair value, generally determined based on discounted cash flows.

Assets held for sale
Assets held for sale are classified as short-term if the appropriate accounting criteria are met. The main criteria are that management with the authority to do

so commit to a plan to sell the assets and expects to record the transfer of the assets as a completed sale within one year. Assets held for sale are measured at

the lower of its carrying amount or fair value less costs to sell.  

Asset retirement obligation
Financial Accounting Standard (FAS) 143, Accounting for Asset Retirement Obligations was effective from January 1, 2003. The Statement requires legal obli-



STATOIL ANNUAL REPORT ON FORM 20-F         F-10

gations associated with the retirement of long-lived assets to be recognized at their fair value at the time that the obligations are incurred. Fair value is esti-

mated based on existing technology and regulation. Upon initial recognition of a liability, the costs are capitalized as part of the related long-lived asset 

and allocated to expense over the useful life of the asset. Changes in asset retirement obligation estimates are capitalized as part of the long-lived asset and

expensed prospectively over the remaining useful life of the asset.

The discount rate used when estimating the fair value of the asset retirement obligation is credit-adjusted risk-free interest rate with the same expected

maturity as the removal obligation.

Prior to application of FAS 143 the estimated costs of decommissioning and removal of major producing facilities were accrued using the unit-of-production

method. These costs represented the estimated future undiscounted costs of decommissioning and removal based on existing regulations and technology.

Leased assets
Capital leases, which provide Statoil with substantially all the rights and obligations of ownership, are classified as assets under Property, plant and equipment

and as liabilities under Long-term debt valued at the present value of minimum lease payments. The assets are subsequently depreciated over their expected

economic life, and the liability is reduced for lease payments less the effective interest expense. 

Employee retirement plans
Pension liabilities are calculated in accordance with FAS 87. Prior service costs, due to plan amendments, are amortized on a straight-line basis over the aver-

age remaining service period of active participants. Accumulated gains and losses in excess of 10 per cent of the greater of the benefit obligation or the fair

value of assets are amortized over the remaining service period of active plan participants.

Research and development
Research and development expenditures are expensed when incurred.

Transactions with the Norwegian State
Statoil markets and sells the Norwegian State’s share of oil and gas production from the Norwegian continental shelf (NCS). From June 2001, Statoil no longer

acts as an agent to sell SDFI oil production to third parties. As such all purchases and sales of SDFI oil production are recorded as Cost of goods sold and Sales,

respectively, whereas before, the net result of any trading activity was included in Sales. 

All oil received by the Norwegian State as royalty in kind from fields on the NCS is purchased by Statoil. Statoil includes the costs of purchase and proceeds from

the sale of this royalty oil in its Cost of goods sold and Sales respectively.

Income taxes
Deferred income tax expense is calculated using the liability method. Under this method, deferred tax assets and liabilities are determined by applying the

enacted statutory tax rates applicable to future years to the temporary differences between the carrying values of assets and liabilities for financial reporting

and their tax basis. Deferred income tax expense is the change during the year in the deferred tax assets and liabilities relating to the operations during the

year. Effects of changes in tax laws and tax rates are recognized at the date the tax law changes.

Derivative financial instruments and hedging activities
Statoil operates in the worldwide crude oil, refined products, and natural gas markets and is exposed to fluctuations in hydrocarbon prices, foreign currency

rates and interest rates that can affect the revenues and cost of operating, investing and financing. Statoil’s management has used and intends to use financial

and commodity-based derivative contracts to reduce the risks in overall earnings and cash flows. Statoil applies hedge accounting in certain circumstances as

allowed by the Statement, and enters into derivatives which economically hedge certain of its risks even though hedge accounting is not allowed by the

Statement or is not applied by Statoil.

For derivatives where hedge accounting is used, Statoil formally designates the derivative as either a fair value hedge of a recognized asset or liability or unrec-

ognized firm commitment, or a cash flow hedge of an anticipated transaction. Statoil also documents the designated hedging relationship upon entering into

the derivative, including identification of the hedging instrument and the hedged item or transaction, strategy and risk management objective for undertaking

the hedge, and the nature of the risk being hedged. Furthermore, each derivative is assessed for hedge effectiveness both at the inception of the hedging rela-

tionship and on a quarterly basis, for as long as the derivative is outstanding. Hedge accounting is only applied when the derivative is deemed to be highly

effective at offsetting changes in fair values or anticipated cash flows of the hedged item or transaction. For hedged forecasted transactions, hedge account-

ing is discontinued if the forecasted transaction is no longer probable of occurring. Any previously deferred hedging gains or losses would be recorded to earn-

ings when the transaction is considered to be probable of not occurring. Earnings impacts for all designated hedges are recorded in the Consolidated Statement

of Income generally on the same line item as the gain or loss on the item being hedged.

Statoil records all derivatives that do not qualify for the normal purchase and normal sales exemption at fair value as assets or liabilities in the Consolidated

Balance Sheets. For fair value hedges, the effective and ineffective portions of the change in fair value of the derivative, along with the gain or loss on the

hedged item attributable to the risk being hedged, are recorded in earnings as incurred. For cash flow hedges, the effective portion of the change in fair value

of the derivative is deferred in accumulated Other comprehensive income in the Consolidated Balance Sheets until the transaction is reflected in the
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Consolidated Statements of Income, at which time any deferred hedging gains or losses are recorded in earnings. The ineffective portion of the change in the

fair value of a derivative used as a cash flow hedge is recorded in earnings in Sales or Cost of goods sold as incurred.

Reclassifications 
Statoil has adjusted the formula for calculating the inter-segment price for deliveries of natural gas from Exploration and Production Norway to Natural Gas,

see note 3.

Certain reclassifications have been made to prior years’ figures to be consistent with current year’s presentation.

New Accounting Standards
In June 2001, the FASB issued Statements of Financial Accounting Standards (FAS) No. 141, Business Combinations, and No. 142, Goodwill and Other

Intangible Assets, effective for fiscal years beginning after December 15, 2001. Under the new rules, goodwill and intangible assets deemed to have indefinite

lives will no longer be amortized but will be subject to annual impairment tests as described in the Statements. Other intangible assets will continue to be

amortized over their useful lives. The impact of the adoption of FAS 141 and FAS 142 from January 1, 2002, was immaterial.

In June 2001, the FASB issued FAS 143, Accounting for Asset Retirement Obligations, effective for fiscal years beginning after June 15, 2002. The Statement

requires legal obligations associated with the retirement of long-lived assets to be recognized at their fair value at the time that the obligations are incurred.

Upon initial recognition of a liability, that cost should be capitalized as part of the related long-lived asset and allocated to expense over the useful life of the

asset. The Company adopted the new rules on asset retirement obligations on January 1, 2003. Application of the new standard resulted in an increase in net

property, plant and equipment of NOK 2.8 billion, an increase in accrued asset retirement obligation of NOK 7.1 billion, a reduction in deferred tax assets of

NOK 1.5 billion, and a long-term receivable of NOK 5.8 billion. The receivable represented the expected refund by the Norwegian State of an amount equiva-

lent to the actual removal costs multiplied by the effective tax rate over the productive life of the assets. Removal costs on the Norwegian continental shelf

were, unlike decommissioning costs, not deductible for tax purposes. The implementation effect of NOK 33 million after tax is expensed as Operating expens-

es in the segment Other and eliminations. If the standard had been applied as of the beginning of 2001 the effect on net income and shareholders’ equity for

the years ended 2001 and 2002 would have been immaterial.

The Norwegian Parliament decided in June 2003 to replace governmental refunds for removal costs on the Norwegian continental shelf with ordinary tax

deduction for such costs. Previously, removal costs were refunded by the Norwegian State based on the company's percentage for income taxes payable over

the productive life of the removed installation. As a consequence of the changes in legislation, Statoil has charged the receivable of NOK 6.0 billion against the

Norwegian State related to refund of removal costs to income under Other items in the second quarter of 2003. Furthermore, the resulting deferred tax bene-

fit of NOK 6.7 billion has been taken to income under Income taxes.

In August 2001, the FASB issued FAS 144, Accounting for the Impairment or Disposal of Long-Lived Assets, which addresses financial accounting and report-

ing for the impairment or disposal of long-lived assets and supersedes FAS 121, Accounting for the Impairment of Long-Lived Assets and for 

Long-Lived Assets to be Disposed of, and the accounting and reporting provisions of APB Opinion No. 30, Reporting the Results of Operations for a disposal 

of a segment of a business. FAS 144 is effective for fiscal years beginning after December 15, 2001. The adoption of FAS 144 from January 1, 2002, did not

have any impact on the Company's financial position and results of operations.
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3.   Segments

Statoil operates in four segments; Exploration and Production Norway, International Exploration and Production, Natural Gas and Manufacturing and

Marketing.

Operating segments are determined based on differences in the nature of their operations, geographic location and internal management reporting. The com-

position of segments and measure of segment income are consistent with that used by management in making strategic decisions.

A new method for calculating the inter-segment price for deliveries of natural gas from Exploration and Production Norway to Natural Gas was adopted from

January 1, 2003. The new price amounts to NOK 0.32 per standard cubic meter, adjusted quarterly by the average USD oil price over the last six months in

proportion to USD 15. The new price applies to all volumes, while previously the price was calculated on a field-by-field basis, and the formula used differenti-

ated between gas fields and fields delivering associated gas. The new method is partly a result of the Norwegian Gas Negotiating Committee being abolished,

and replaced by company-based sales. Prior periods have been adjusted to reflect the new pricing formula.

Segment data for the years ended December 31, 2003, 2002 and 2001 is presented below:

Exploration International
and Production Exploration and Manufacturing Other and

(in NOK million) Norway Production Natural Gas and Marketing eliminations Total

Year ended December 31, 2003

Revenues third party 2,250 2,522 24,420 218,169 1,398 248,759 

Revenues inter-segment 60,170 4,458 445 120 (65,193) 0 

Income (loss) from equity investments 74 0 222 353 (33) 616 

Total revenues 62,494 6,980 25,087 218,642 (63,828) 249,375 

Depreciation, depletion and amortization 12,102 1,784 486 1,419 485 16,276 

Income before financial items, other items,

income taxes and minority interest 37,589 1,702 6,350 3,555 (280) 48,916 

Segment income taxes (27,869) (653) (4,416) (755) (15) (33,708)

Segment net income 9,720 1,049 1,934 2,800 (295) 15,208 

Year ended December 31, 2002

Revenues third party 1,706 5,749 24,236 210,653 1,104 243,448 

Revenues inter-segment 57,075 1,020 168 194 (58,457) 0 

Income (loss) from equity investments (1) 0 132 305 (70) 366 

Total revenues 58,780 6,769 24,536 211,152 (57,423) 243,814 

Depreciation, depletion and amortization 11,861 2,355 592 1,686 350 16,844

Income before financial items, other items,

income taxes and minority interest 33,953 1,086 6,428 1,637 (2) 43,102 

Segment income taxes (25,297) (381) (4,687) (401) (20) (30,786)

Segment net income 8,656 705 1,741 1,236 (22) 12,316 



F-13 STATOIL ANNUAL REPORT ON FORM 20-F         

Exploration International
and Production Exploration and Manufacturing Other and

(in NOK million) Norway Production Natural Gas and Marketing eliminations Total

Year ended December 31, 2001

Revenues third party 3,622 5,926 23,297 202,264 1,413 236,522 

Revenues inter-segment 63,503 1,767 36 936 (66,242) (0)

Income (loss) from equity investments 120 0 135 187 (3) 439 

Total revenues 67,245 7,693 23,468 203,387 (64,832) 236,961 

Depreciation, depletion and amortization 11,806 3,371 664 1,855 362 18,058 

Income before financial items, other items,

income taxes and minority interest 42,287 1,291 8,039 4,480 57 56,154 

Segment income taxes (30,829) (387) (5,679) (1,305) (18) (38,218)

Segment net income 11,458 904 2,360 3,175 39 17,936 

Borrowings are managed at a corporate level and interest expense is not allocated to segments. Income tax is calculated on income before financial items, other

items, income taxes and minority interest. Additionally, income tax benefit on segments with net losses is not recorded. As such, segment income tax and net

income can be reconciled to income taxes and net income per the Consolidated Statements of Income as follows: 

Year ended December 31,
(in NOK million) 2003 2002 2001 

Segment net income 15,208 12,316 17,936 

Net financial items 1,399 8,233 65 

Other items (see note 2) (6,025) 0 0 

Change in deferred tax due to new legislation (see note 2) 6,712 0 0 

Tax on financial items and other tax adjustments (451) (3,550) (268)

Minority interest (289) (153) (488)

Net income 16,554 16,846 17,245 

Segment income taxes 33,708 30,786 38,218 

Change in deferred tax due to new legislation (see note 2) (6,712) 0 0 

Tax on financial items and other tax adjustments 451 3,550 268 

Income taxes 27,447 34,336 38,486 
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The Exploration and Production Norway and International Exploration and Production Segments explore for, develop and produce crude oil and natural gas, and

extract natural gas liquids, sulfur and carbon dioxide. The Natural Gas segment transports and markets natural gas and natural gas products. Manufacturing

and Marketing is responsible for petroleum refining operations and the marketing of crude oil and refined petroleum products.

Inter-segment revenues are sales to other business segments within Statoil and are at estimated market prices. These inter-company transactions are elimi-

nated for consolidation purposes. Segment income taxes are calculated on the basis of Income before financial items, other items, income taxes and minority

interest.

Addition to Investments Other long-
(in NOK million) long-lived assets in affiliates term assets

At December 31, 2003

Exploration and Production Norway 13,412 1,324 79,357

International Exploration and Production 8,147 370 32,732

Natural Gas 456 1,636 8,919

Manufacturing and Marketing 1,546 7,655 15,696

Other 530 37 14,705

Total 24,091 11,022 151,409

At December 31, 2002

Exploration and Production Norway 11,023 1,284 75,717

International Exploration and Production 5,995 0 20,655

Natural Gas 465 1,423 8,889

Manufacturing and Marketing 1,771 6,868 21,090

Other 800 54 11,253

Total 20,054 9,629 137,604

At December 31, 2001

Exploration and Production Norway 10,759 212 77,338

International Exploration and Production 5,027 0 21,530

Natural Gas 671 1,506 8,994

Manufacturing and Marketing 811 8,222 22,210

Other 685 11 11,015

Total 17,953 9,951 141,087

Revenues by geographic areas

Year ended December 31,
(in NOK million) 2003 2002 2001 

Norway 223,139 215,231 204,791 

Europe (excluding Norway) 30,152 31,449 36,002 

United States 26,524 27,655 27,164 

Other areas 8,014 9,253 6,206 

Eliminations (39,070) (40,140) (37,641)

Total revenues (excluding equity in net income (loss) of affiliates) 248,759 243,448 236,522 
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Long-lived assets by geographic areas

At December 31,
(in NOK million) 2003 2002 2001 

Norway 112,672 113,629 114,355 

Europe (excluding Norway) 39,845 28,550 32,010 

United States 638 25 70 

Other areas 21,563 11,586 13,755 

Eliminations (12,913) (7,043) (9,746)

Total long-lived assets (excludes long-term deferred tax assets) 161,805 146,747 150,444 

4.   Significant Acquisitions and Dispositions

In 2001, Statoil sold specific interests in Norwegian oil and gas licenses, its 4.76 per cent interest in the Kashagan oil field in Kazahkstan and its activity in

Vietnam which resulted in total gains of NOK 4.3 billion before tax and NOK 3.5 billion after tax.

In 2002, Statoil sold its interests in the Siri and Lulita oil fields on the Danish continental shelf. The sale resulted in a gain included in the International

Exploration and Production segment of NOK 1.0 billion before tax and NOK 0.7 billion after tax.

Effective January 1, 2003 Statoil sold 100 per cent of the shares in Navion ASA to Norsk Teekay AS, a wholly-owned subsidiary of Teekay Shipping

Corporation. The operations of Navion are shuttle tanking and conventional shipping. The sales price for the fixed assets of Navion, excluding Navion Odin and

Navion’s 50 per cent share in the West Navigator drillship which were not included in the sale, was approximately USD 800 million. The sale was accounted for

in the second quarter of 2003, and the effect on net income was immaterial.

Statoil and BP signed an agreement in June 2003 whereby Statoil will acquire 49 per cent of BP's interests in the In Salah gas project and 50 per cent of BP's

interest in the In Amenas gas condensate project, both in Algeria. Statoil has paid BP USD 740 million, and has in addition covered the expenditures incurred

after January 1, 2003 related to the acquired interests. As part of the agreement, the two companies will work together with Sonatrach, the Algerian State Oil

and Gas Company, in a joint operation of the two projects under development in Algeria. Following this transaction, Statoil will have a 31.85 per cent interest in

the In Salah revenue sharing contract and a 50 per cent interest in the In Amenas production sharing contract. In September 2003 Sonatrach confirmed that

they will not exercise their pre-emption rights. The terms of the agreement were submitted to the European Commission for clearance of change of control of

the In Salah gas project under the EU Merger Control Regulation, and were approved by EU in December 2003. In addition, amendments to the two projects'

co-operation agreements implementing Statoil as participant in the projects will be submitted to the Algerian Ministry of Energy and Mining, the Algerian

petroleum industry regulator, for necessary approval by the Council of Ministers and final authorization of the transaction through gazettal publication. The

payments made by Statoil have been accounted for as long-term prepayments at year-end 2003, pending such final approval.

In January 2004, Statoil sold its 5.26 per cent shareholding in the German company Verbundnetz Gas, generating a gain of approximately NOK 0.6 billion

before tax (approximately NOK 0.4 billion after tax). The shares are classified as assets held for sale in Prepaid expenses and other current assets in the balance

sheet at year-end 2003.

5.   Asset Impairments

In 2001, a charge of NOK 2 billion before tax (NOK 1.4 billion after tax) was recorded in Depreciation, depletion and amortization in the International

Exploration and Production segment to write down the Company’s 27 per cent interest in the LL652 oil field in Venezuela to fair value. In 2002 an additional

impairment charge of NOK 0.8 billion before tax (NOK 0.6 billion after tax) was recorded related to the Company's interest in LL652. The write-downs are

mainly due to reductions in the projected volumes of oil recoverable during the remaining contract period of operation. Fair value is calculated based on dis-

counted estimated future cash flows.
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6. Provison for Rig Rental Contracts

Statoil provides for estimated losses on long-term fixed price rental agreements for mobile drilling rigs. The losses are calculated as the difference between

estimated market rates and the fixed price rental agreements.

(in NOK million) 2003 2002 2001

Provision at January 1 960 734 960

Increase (decrease) during the year 454 231 (150)

Cost incurred during the year (54) (5) (76)

Provision at December 31 1,360 960 734

7.  Inventories

Inventories are valued at the lower of cost or market. Costs of crude oil held at refineries and the majority of refined products are determined under the last-in,

first-out (LIFO) method. Certain inventories of crude oil, refined products and non-petroleum products are determined under the first-in, first-out (FIFO)

method. There have been no liquidations of LIFO layers which resulted in a material impact to net income for the reported periods.

At December 31,
(in NOK million) 2003 2002

Crude oil 2,192 2,766 

Petroleum products 2,470 2,647  

Other 1,065 844 

Total - inventories valued on a FIFO basis 5,727 6,257 

Excess of current cost over LIFO value (734) (835)

Total 4,993 5,422  

8.   Summary Financial Information of Unconsolidated Equity Affiliates

Statoil’s investment in affiliates includes a 50 per cent interest in Borealis A/S, a petrochemical production company, and a 50 per cent interest in Statoil

Detaljhandel Skandinavia AS (SDS), a group of retail petroleum service stations.

Summary of financial information for affiliated companies accounted for by the equity method is shown below. Statoil’s investment in these companies is

included in Investments in affiliates. Accounts receivable - related parties in the Consolidated Balance Sheets relate to amounts due from equity affiliates. In

addition Statoil has given a long-term sub-ordinated loan of EUR 30 million to Borealis A/S.

Equity method affiliates - gross amounts

Borealis A/S SDS 

(in NOK million) 2003 2002 2001 2003 2002 2001

At December 31,

Current assets 7,286 5,909 7,694 2,799 2,798 3,189 

Non-current assets 19,085 17,432 19,710 6,787 6,029 6,105 

Current liabilities 7,058 6,063 6,108 3,717 3,288 2,894 

Long-term debt 6,140 5,787 8,787 1,951 2,488 3,382 

Other liabilities 2,375 2,187 2,201 444 0 0

Net assets 10,798 9,304 10,310 3,474 3,051 3,018 

Year ended December 31,

Gross revenues 30,936 25,617 29,819 24,615 23,112 24,563 

Income before taxes 126 215 (193) 210 423 411 

Net income 135 43 (330) 148 302 290 

Capital expenditures 1,002 978 1,182 779 721 552 

No dividends have been received from Borealis for 2003 and 2002. For 2001 the dividend amounted to NOK 16 million. Statoil received NOK 65 million in

dividend from SDS in 2003. No dividends have been received from SDS for the years 2001 and 2002.
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Equity method affiliates - detailed information

(amounts in million) Currency Par value Share capital Ownership Book value Profit share

Borealis A/S EUR 268 536 50% 5,405 106 

Statoil Detaljhandel Skandinavia AS NOK 1,300 2,600 50% 1,173 152 

P/R West Navigator DA NOK - - 50% 1,100 (78)

Other companies - - - - 3,344 436 

Total 11,022 616 

Ownership corresponds to voting rights.

The difference between the book value and equity interest of the investment in SDS represents the difference between the book value and the fair value on the

sale of Statoil’s 50 per cent interest in SDS in 1999 which is being amortized. P/R West Navigator DA owns the drillship West Navigator, and its only activity

pertains to this drillship.

9. Investments

Short-term investments

At December 31,
(in NOK million) 2003 2002

Short-term deposits 1,358 51 

Certificates 7,848 5,073 

Bonds 35 50 

Other 73 93 

Total short-term investments 9,314 5,267 

The cost price of short-term investments for the years ended December 31, 2003 and 2002 was NOK 9,284 million and NOK 5,261 million, respectively. All

short-term investments are considered to be trading securities and are recorded at fair value with unrealized gains and losses included in income.

Long-term investments included in Other assets

At December 31,
(in NOK million) 2003 2002

Shares in other companies 1,608 1,166 

Certificates 2,005 1,031 

Bonds 2,291 2,749 

Marketable equity securities 1,934 1,270 

Total long-term investments 7,838 6,216  



STATOIL ANNUAL REPORT ON FORM 20-F         F-18

10. Property, Plant and Equipment

Machinery, Production
equipment and plants oil Production Capitalized
transportation and gas, plants Buildings Construction exploration

(in NOK million) equipment incl pipelines onshore and land Vessels in progress cost Total

Cost at January 1* 9,301 222,586 31,356 6,626 7,317 12,223 3,490 292,899 

Acc depr depletion and amortization 

at January 1* (6,310) (139,413) (18,213) (2,260) (1,670) (6) 0 (167,872)

Additions and transfers 824 9,928 1,804 540 15 9,605 651 23,367 

Disposal at booked value (36) (29) (304) (92) (5,064) (6) (40) (5,571)

Expensed expl costs capitalized earlier year 0 0 0 0 0 0 (256) (256)

Depr, depletion and amortization for the year (718) (14,108) (1,174) (220) (2) 0 0 (16,222)

Foreign currency translation 286 (181) (73) 306 0 (102) (53) 183 

Balance specified at December 31, 2003 3,347 78,783 13,396 4,900 596 21,714 3,792 126,528 

Estimated useful life (years) 5-10 ** 15-20 20-25 20-25 

* The impact of new accounting principle regarding decommissioning and removal costs is included in acquisition cost, and accumulated depreciation,

depletion and amortization at January 1, 2003.

** Depreciation according to Unit of production, see note 2.

Capitalized exploration costs in suspense include signature bonuses and other aquired exploration rights of NOK 940 million and NOK 1,045 million as at the

end of 2002 and 2003, respectively. Should a balance sheet reclassification of such exploration rights to intangible assets be required, an issue currently being

adressed by the FASB Emerging IssuesTask Force (EITF), it is not expected to affect the statements of income and cash flows.

In 2003, 2002 and 2001, NOK 442 million, NOK 382 million and NOK 723 million, respectively, of interests were capitalized. In addition to depreciation,

depletion and amortization specified above intangible assets have been amortized by NOK 54 million in 2003.

11. Provisions

Provisions against assets (other than property, plant and equipment and intangible assets) recorded during the past three years are as follows:

Balance at Balance at
(in NOK million) January 1, Expense Recovery Write-off Other 1) December 31,

Year 2003

Provisions against other long-term assets 0 0 0 0 0 0

Provisions against accounts receivable 153 59 (5) (5) 73 275

Year 2002

Provisions against other long-term assets 16 0 (16) 0 0 0

Provisions against accounts receivable 212 47 (59) (33) (14) 153

Year 2001

Provisions against other long-term assets 90 0 0 0 (74) 16

Provisions against accounts receivable 224 44 0 (12) (44) 212

1) Other in 2003 is primarly related to provisions against accounts receivable in acquired companies.
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12. Financial Items

For the year ended December 31,
(in NOK million) 2003 2002 2001

Interest and other financial income 1,057 1,311 2,107 

Currency exchange adjustments, net 98 9,009 912 

Interest and other financial expenses (877) (1,952) (2,713)

Dividends received 179 457 18 

Gain (loss) on sale of securities 205 (228) (97)

Unrealized gain (loss) on securities 737 (364) (162)

Net financial items 1,399 8,233 65 

13. Income Taxes

Net income before income taxes and minority interest consists of

Year ended December 31,
(in NOK million) 2003 2002 2001 

Norway

• Offshore 43,516 42,519 49,651 

• Onshore 3,121 5,394 5,843 

Other countries 1) 3,678 3,422 725 

Other items (see note 2) (6,025) 0 0 

Total 44,290 51,335 56,219 

Significant components of income tax expense were as follows

Year ended December 31,
(in NOK million) 2003 2002 2001 

Norway

• Offshore 34,754 34,253 37,942 

• Onshore 2 885 1,169 

Other countries 1) 737 352 253 

Uplift benefit (1,869) (1,782) (1,726)

Current income tax expense 33,624 33,708 37,638 

Norway

• Offshore (376) (707) 317 

• Onshore 859 250 383 

Other countries 1) 52 1,085 148 

Change in deferred tax due to new legislation (see note 2) (6,712) 0 0 

Deferred tax expense (6,177) 628 848 

Total income tax expense 27,447 34,336 38,486 

1) Includes taxes in Norway on activities in other countries.
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Significant components of deferred tax assets and liabilities were as follows

At December 31,
(in NOK million) 2003 2002 

Net operating loss carry-forwards 1,612 1,157 

Impairment 1,071 1,058 

Decommissioning 12,204 4,733 

Other 4,918 3,665 

Valuation allowance (1,775) (2,140)

Total deferred tax assets 18,030 8,473 

Property, plant and equipment 40,532 35,518 

Capitalized exploration expenditures and interest 8,236 8,914 

Other 6,491 6,293 

Total deferred tax liabilities 55,259 50,725 

Net deferred tax liability 37,229 42,252 

Deferred taxes are classified as follows

At December 31,
(in NOK million) 2003 2002 

Short-term deferred tax asset 0 (415)

Long-term deferred tax asset (620) (486)

Long-term deferred tax liability 37,849 43,153 

Net deferred tax liability 37,229 42,252 

A valuation allowance has been provided as Statoil believes that available evidence creates uncertainty as to the realizability of certain deferred tax assets.

Statoil will continue to assess the valuation allowance and to the extent it is determined that such allowance is no longer required, the tax benefit of the

remaining net deferred tax assets will be recognized in the future.

Reconciliation of Norwegian nominal statutory tax rate of 28 per cent to effective tax rate

Year ended December 31,
(in NOK million) 2003 2002 2001 

Calculated income taxes at statutory rate 14,088 14,374 15,741 

Petroleum surtax 22,579 20,538 24,342 

Uplift benefit (1,869) (1,782) (1,726)

Other (639) 1,206 129 

Change in deferred tax due to new legislation (6,712) 0 0 

Income tax expense 27,447 34,336 38,486 

Revenue from oil and gas activities on the NCS is taxed according to the Petroleum tax law. This stipulates a surtax of 50 per cent after deducting uplift, a spe-

cial investment tax credit, in addition to normal corporate taxation. Uplift credits are deducted as the credits arises, 5 per cent each year for six years, as from

initial year of investment. Uplift credits not utilized of NOK 9.0 billion can be carried forward indefinitely.

At the end of 2003, Statoil had tax losses carry-forwards of NOK 5.3 billion, primarily in the US and Ireland. Only a minor part of the carry-forward amounts

expires before 2006.
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14. Short-Term Debt 

At December 31,
(in NOK million) 2003 2002 

Bank loans and overdraft facilities  1,071 2,258 

Current portion of long-term debt  3,168 2,018 

Other  48 47 

Total  4,287 4,323 

Weighted average interest rate (per cent) 4.06 5.28 

15. Long-Term Debt

Weighted average Balance in NOK million
interest rates in per cent at December 31,

2003 2002 2003 2002

Unsecured debentures bonds

US dollar (USD) 6.62 5.74 11,052 14,404 

Norwegian kroner (NOK) 2.85 7.50 499 21 

Euro (EUR) 4.11 4.66 8,282 5,616 

Swiss franc (CHF) 3.15 3.14 3,665 3,443 

Japanese yen (JPY) 1.47 1.83 3,391 2,633 

Great British pounds (GBP) 6.13 6.13 2,949 2,805 

Total 29,838 28,922 

Unsecured bank loans

US dollar (USD) 2.10 1.77 3,018 2,194 

Secured bank loans

US dollar (USD) 3.10 3.82 2,638 2,945 

Other currencies 4.90 - 26 - 

Other debt 639 762 

Grand total debt outstanding 36,159 34,823 

Less current portion (3,168) (2,018) 

Total long-term debt 32,991 32,805 

The table above contains market values of loans per currency and loan type, and does therefore not illustrate the economic effects of agreements entered into

to swap the various currencies to USD.

Statoil has an unsecured debenture bond agreement for USD 500 million with a fixed interest rate of 6.5 per cent, maturing in 2028, callable at par upon

change in tax law. At December 31, 2003 and 2002, NOK 3,293 million and NOK 3,435 million were outstanding, respectively. The interest rate of the bond

has been swapped to a LIBOR-based floating interest rate.
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Statoil has also an unsecured debenture bond agreement for EUR 500 million, with a fixed interest rate of 5.125 per cent, maturing in 2011. At December 31,

2003 and 2002, NOK 4,166 million and NOK 3,601 million were outstanding, respectively. This bond has been swapped to USD dollars with a LIBOR-based

floating interest rate.

Statoil has also an unsecured debenture bond agreement for USD 375 million, with a fixed interest rate of 5.75 per cent, maturing in 2009. At December 31,

2003 and 2002, NOK 2,486 million and NOK 2,591 million were outstanding, respectively. Net after buyback this amounts to NOK 2,156 million and NOK

2,244 million at year-end exchanges rates.

In addition to the unsecured debentures bond debt of NOK 11,052 million, denominated in US dollars, Statoil utilizes foreign currency swaps to manage foreign

exchange risk on its long-term debt. As a result, an additional NOK 18,747 million of Statoil’s unsecured debentures bond debt has been swapped to US dollars.

The foreign currency swaps are not reflected in the table above as the swaps are separate legal agreements. The foreign currency swaps do not qualify as

hedges according to FAS 133 as the swaps are not to functional currency, although they qualify as economic hedges. The stated interest rate on the majority of

the long-term debt is fixed. Interest rate swaps are utilized to manage interest rate exposure.  

Substantially all unsecured debenture bond and unsecured bank loan agreements contain provisions restricting the pledging of assets to secure future borrow-

ings without granting a similar secured status to the existing bondholders and lenders.

Statoil's secured bankloan in USD has been secured by a guarantee commitment of USD 41.45 million, together with mortgage in shares in a subsidiary and a

bank deposit with a book value of NOK 1,769 million and NOK 1,499 million, respectively.

Statoil has 24 debenture bond agreements outstanding, which contain provisions allowing Statoil to call the debt prior to its final redemption at par if there are

changes to the Norwegian tax laws or at certain specified premiums. The agreements are, net after buyback, at the December 31, 2003 closing rate valued at

NOK 25,527 million.

Reimbursements of long-term debt fall due as follows:

(in NOK million)

2004 3,168 

2005 3,261 

2006 1,558 

2007 2,356 

2008 2,123 

Thereafter 23,693 

Total 36,159 

Statoil has two agreements with international bank syndicates for committed long-term revolving credit facility totaling USD 1.6 billion, all undrawn.

Commitment fee is 0.108 per cent per annum.

As of December 31, 2003 and 2002 respectively, Statoil had no committed short-term credit facilities available or drawn.

16. Financial Instruments and Risk Management

Statoil uses derivative financial instruments to manage risks resulting from fluctuations in underlying interest rates, foreign currency exchange rates and com-

modity (such as oil, natural gas and refined petroleum products) prices. Because Statoil operates in the international oil and gas markets and has significant

financing requirements, it has exposure to these risks, which can affect the cost of operating, investing and financing. Statoil has used and intends to use finan-

cial and commodity-based derivative contracts to reduce the risks in overall earnings and cash flows. Derivative instruments creating essentially equal and

offsetting market exposures are used to help manage certain of these risks. Management also uses derivatives to establish certain positions based on market

movements although this activity is immaterial to the consolidated financial statements.
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Interest and currency risks constitute significant financial risks for the Statoil group. Total exposure is managed at portfolio level in accordance with the strate-

gies and mandates issued by the Enterprise-Wide Risk Management Program and monitored by the Corporate Risk Committee. Statoil’s interest rate exposure

is mainly associated with the group’s debt obligations and management of the assets in Statoil Forsikring AS. Statoil mainly employs interest rate swap and cur-

rency swap agreements to manage interest rate and currency exposure.

Statoil uses swaps, options, futures, and forwards to manage its exposure to changes in the value of future cash flows from future purchases and sales of crude

oil and refined oil products. The term of the oil and refined oil products derivatives is usually less than one year. Natural gas and electricity swaps, options, for-

wards, and futures are likewise utilized to manage Statoil’s exposure to changes in the value of future sales of natural gas and electricity. These derivatives

usually have terms of approximately three years or less. Most of the Derivative transactions are made in the over-the-counter (OTC) market.

Cash Flow Hedges
Statoil has designated certain derivative instruments as cash flow hedges to hedge against changes in the amount of future cash flows related to the sale of

refined petroleum products over a period not exceeding 12 months and cash flows related to interest payments over a period not exceeding 13 months. Hedge

ineffectiveness related to Statoil’s outstanding cash flow hedges was immaterial and recorded to earnings during the year ended December 31, 2003. The net

change in Other comprehensive income associated with the current year hedging transactions was immaterial, and the net amount reclassified into earnings

during the year was NOK 97 million. At December 31, 2003 the net deferred hedging loss in Accumulated other comprehensive income was NOK 24 million

(after tax), an immaterial amount of which will affect earnings over the next 12 months. There were no cash flow hedges discontinued during the year because

it was probable that the original forecasted transaction would not occur by the end of the originally specified time period.

Fair Value Hedges
Statoil has designated certain derivative instruments as fair value hedges to hedge against changes in the value of financial liabilities. There was no gain or loss

component of a derivative instrument excluded from the assessment of hedge effectiveness related to fair value hedges during the year ended December 31,

2003. The net gain recognized in earnings in Net financial items during the year for ineffectiveness of fair value hedges was NOK 17 million.

Fair Value of Financial Instruments
Except for the recorded amount of fixed interest long-term debt, the recorded amounts of cash and cash equivalents, receivables, bank loans, other interest

bearing short-term debt, and other liabilities approximate their fair values. Marketable equity and debt securities are also recorded at their fair values.

The following table contains the carrying amounts and estimated fair values of financial derivative instruments, and the carrying amounts and estimated fair

value of long-term debts. Commodity contracts capable of being settled by delivery of commodities (oil and oil products, natural gas and electricity) are

excluded from the summary:

Fair market value Fair market value Net carrying
(in NOK million) of assets of liabilities amount

At December 31, 2003

Debt-related instruments 4,235 (36) 4,200

Non-debt-related instruments 367 (15) 351 

Long-term fixed interest debt 0 (29,188) (26,281)

Crude oil and Refined products 282 (246) 36

Gas and Electricity 272 (222) 50 

At December 31, 2002

Debt-related instruments 2,153 (150) 2,003

Non-debt-related instruments 143 (5) 138

Long-term fixed interest debt 0 (28,475) (25,465)

Crude oil and Refined products 568 (844) (276)

Gas and Electricity 265 (212) 53
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Fair values are estimated using quoted market prices, estimates obtained from brokers, prices of comparable instruments, and other appropriate valuation

techniques. The fair value estimates approximate the gain or loss that would have been realized if the contracts had been closed out at year-end, although

actual results could vary due to assumptions utilized.

Credit risk management
Statoil manages credit risk concentration with respect to financial instruments by holding only investment grade securities distributed among a variety of

selected issuers. A list of authorized investment limits by commercial issuer is maintained and reviewed regularly along with guidelines which include an assess-

ment of the financial position of counter-parties as well as requirements for collateral.

Credit risk related to commodity-based instruments is managed by maintaining, reviewing and updating lists of authorized counter-parties by assessing their

financial position, by frequently monitoring credit exposure for counter-parties, by establishing internal credit lines for counterparties, and by requiring collat-

eral or guarantees when appropriate under contracts and required in internal policies. Collateral will typically be in the form of cash or bank guarantees from

first class international banks.

Credit risk from interest rate swaps and currency swaps, which are over-the-counter (OTC) transactions, derive from the counter-parties to these transac-

tions. Counter-parties are highly rated financial institutions. The credit ratings are reviewed minimum annually and counter-party exposure is monitored on a

continuous basis to ensure exposure does not exceed credit lines and complies with internal policies. Non-debt-related foreign currency swaps usually have

terms of less than one year, and the terms of debt related interest swaps and currency swaps are up to 25 years, in line with that of corresponding hedged or

risk managed long-term loans.

The credit risk concentration with respect to receivables is limited due to the large number of counter-parties spread worldwide in numerous industries.

The credit risk from Statoil’s over-the-counter derivative contracts derives from the counter-party to the transaction, typically a major bank or financial insti-

tution, a major oil company or a trading company. Statoil does not anticipate non-performance by any of these counter-parties, and no material loss would be

expected from any such unexpected non-performance. Futures contracts and exchange-traded options have a negligible credit risk as they are principally

traded on the New York Mercantile Exchange or the International Petroleum Exchange of London.

Consequently, Statoil does not consider itself exposed to a significant concentration of credit risk.

17. Employee Retirement Plans

Pension benefits
Statoil and many of its subsidiaries have defined benefit retirement plans, which cover substantially all of their employees. Plan benefits are generally based on

years of service and final salary levels. Some subsidiaries have defined contribution or multiemployer plans.

Net periodic pension cost

Year ended December 31,
(in NOK million) 2003 2002 2001

Benefit earned during the year, net of participants’ contributions 849 738 690 

Interest cost on prior years benefit obligation 791 719 626 

Expected return on plan assets (843) (856) (793)

Amortization of loss 54 34 10 

Amortization of prior service cost 34 44 44 

Amortization of net transition assets (15) (16) (16)

Defined benefit plans 870 663 561 

Defined contribution plans 27 19 21 

Multiemployer plans 0 4 4 

Total net pension cost for the year 897 686 586 



F-25 STATOIL ANNUAL REPORT ON FORM 20-F         

Change in projected benefit obligation (PBO)

(in NOK million) 2003 2002

Projected benefit obligation at January 1 13,025 12,000 

Benefits earned during the year 849 738 

Interest cost on prior years’ benefit obligation 791 719 

Actuarial loss (gain) 3,310 (13)

Benefits paid (332) (401)

Acquisitions (95) 0 

Foreign currency translation 94 (18)

Projected benefit obligation at December 31 17,642 13,025 

Change in pension plan assets

(in NOK million) 2003 2002

Fair value of plan assets at January 1 12,480 13,068 

Actual return on plan assets 1,684 (770)

Company contributions  1,129 412 

Benefits paid (169) (183)

Acquisitions (61) 0 

Foreign currency translation 80 (47)

Fair value of plan assets at December 31 15,143 12,480 

Status of pension plans reconciled to Consolidated Balance Sheet

(in NOK million) 2003 2002

Defined benefit plans

Funded status of the plans at December 31 (2,499) (545)

Unrecognized net loss 4,248 1,868 

Unrecognized prior service cost 329 363 

Unrecognized net transition asset 0 (15)

Total net prepaid pension recognized at December 31 2,078 1,671 

Amounts recognized in the Consolidated Balance Sheet:

(in NOK million) 2003 2002

Prepaid pension 4,881 3,861 

Accrued pension liabilities (3,372) (2,190)

Intangible assets 331 0 

Other comprehensive income 238 0 

Net amount recognized  at December 31 2,078 1,671 
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Weighted-average assumptions at the end of year

2003 2002

Discount rate 5.50% 6.00%

Expected return on plan assets 6.00% 6.50%

Rate of compensation increase 3.50% 3.00%

The projected benefit obligation, accumulated benefit obligation, and fair value of plan assets for pension plans with accumulated benefit obliga-
tions in excess of plan assets

At December 31,
(in NOK million) 2003 2002

Projected benefit obligation 4,580 3,102 

Accumulated benefit obligation 3,189 2,235 

Fair value on plan assets 251 425 

The accumulated benefit obligation was NOK 13,800 million at December 31, 2003.

Pension assets allocated on respective investments classes

At December 31,
2003 2002

Equity securities 17% 9%

Debt securities 25% 38%

Sertificates 39% 36%

Real estate 10% 11%

Other assets 9% 6%

Total 100% 100%

In its asset management, the pension fund aims at achieving long-term returns which contribute towards meeting future pension liabilities. Assets are man-

aged to achieve a return as high as possible within a framework of public regulation and prudent risk management policies. The pension fund's target returns

require a need to invest in riskier assets than risk-free investments. Risk is reduced through maintaining a well diversified asset portfolio. Assets are diversified

both in terms of location and different asset classes. Derivatives are used within set limits to facilitate effective asset management.

Statoil's pension funds invest in both financal assets and real estate. The expected rate of return on real estate is expected to be something between the rate of

return on equity securities and debt securities. The table below presents the portfolio weight and expected rate of return of the finance portfolio, as approved

by the board of the Statoil pension funds for 2004.

Expected rate 
Finance portfolio Statoils pension funds Portfolio weight 1) of return 2)

Equity securities 25% (+/- 5%) X + 4%

Debt securities 37.5% (+/- 5%) X 

Sertificates 37.5% (+19%/-5%) X - 0.4%

Total finance portfolio 100% -

1) The brackets express the scope of tactical deviation by Statoil Kapitalforvaltning ASA (the asset manager).

2) The asset manager expect the long-term return on equities to be 4% higher than riskfree rate (debt securities), as well as the rate of return on sertificates

to be 0.4% lower than the return on debt securities.

X = Long-term rate of return on debt securities

The long-term expected return on pension assets is based on long-term risk-free rate adjusted for the expected long-term risk premium for the respective

investment classes.
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Pension benefits paid are mainly related to employees in Norway. This payment may either be paid in cash or be deducted from the pension premium fund.

Statoil has a relatively large amount classified as pension premium fund. The decision wether to pay in cash or deduct from pension premium fund is made on an

annual basis. If the benefit payable for 2004 is decided to be paid, the payments the next five years will be approximately NOK 1 billion yearly. The benefit pay-

ment in 2003 was NOK 0.8 billion. The main reason for the increase is changes in constraints related to benefit payments from Norwegian authorities. This

change will only affect the benefits paid.

18. Decommissioning and Removal Liabilities

On January 1, 2003 Statoil implemented Statement of Financial Standards no. 143, Accounting for Asset Retirement Obligations (ARO). The obligation is

related to future well closure-, decommissioning- and removal-costs. The accretion expense is classified as Operating expenses.

(in NOK million) 2003

Asset retirement obligation at January 1 15,049 

Liabilities incurred 655 

Accretion expense 539 

Revision in estimates 307 

Incurred removal cost (56)

Asset retirement at December 31 16,494 

(in NOK million) 2003

Long-lived asset related to ARO at January 1 2,451 

Assets incurred / revision in estimates 962 

Depreciation (656)

Long-lived asset related to ARO at December 31 2,757 

19. Research Expenditure

Research expenditures were NOK 1,004 million, NOK 736 million and NOK 633 million in 2003, 2002 and 2001, respectively.

20. Leases

Statoil leases certain assets, notably shipping vessels and drilling rigs.

In 2003, rental expense was NOK 4,893 million. In 2002 and 2001 rental expenses were NOK 5,595 million and NOK 7,687 million, respectively. 

The information in the table below shows future minimum lease payments under non-cancellable leases at December 31, 2003. In addition, subleases of cer-

tain assets amounting to a rental income of NOK 544 million have been entered into for 2004. 

Statoil has entered into a number of general or field specific long-term frame agreements mainly related to loading and transport of crude oil. Main contracts

expire in 2007 or later, up until the end of respective field lives. Such contracts are not included in the below table of future lease payments unless they entail

specific minimum payment obligations. 
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Amounts related to capital leases include future lease payments for assets in the books at year-end 2003.

(in NOK million) Operating leases Capital leases

2004 2,999 19

2005 2,072 18

2006 1,301 18

2007 434 18

2008 411 1

Thereafter 1,953 1

Total future lease payments 9,170 75

Interest component (14)

Net present value 61

Property, plant and equipment include the following amounts for leases that have been capitalized at December 31, 2003 and 2002:

At December 31, 
(in NOK million) 2003 2002

Vessel and equipment 119 107

Accumulated depreciation (86) (80)

Capitalized amounts 33 27

21. Other Commitments and Contingencies

Contractual commitments

(in NOK million) In 2004 Thereafter Total 

Contractual commitments made 13,061 7,828 20,889

These contractual commitments comprise acquisition and construction of fixed assets. 

Guarantees
The Group has provided guarantees of NOK 1.1 billion for commercial transactions and contractual commitments at year-end 2003. 

Contingent liabilities and insurance
Like any other licensee, Statoil has unlimited liability for possible compensation claims arising from its offshore operations, including transport systems. The

Company has taken out insurance to cover this liability up to about NOK 5.6 billion for each incident, including liability for claims arising from pollution damage.

Most of the Group’s production installations are covered through Statoil Forsikring AS, which reinsures a major part of the risk in the international insurance

market. About 33 per cent is retained.

Other commitments
As a condition for being awarded oil and gas exploration and production licenses, participants may be committed to drill a certain number of wells. At the end of

2003, Statoil was committed to participate in 6 wells off Norway and 9 wells abroad, with an average ownership interest of approximately 35 per cent.

Statoil’s share of expected costs to drill these wells amounts to approximately NOK 1.9 billion.

Statoil has entered into agreements for pipeline transportation for most of its prospective gas sale contracts. These agreements ensure the right to transport

the production of gas through the pipelines, but also impose an obligation to cover Statoil’s proportional share of the transportation costs based on booked

volume capacity. In addition the Group has entered into certain obligations for entry capacity fees and terminal capacity commitments. The following table

outlines nominal minimum obligations for future years. Corresponding expense for 2003 was NOK 2,712 million. Where the Group reflects both ownership

interests and transport capacity cost for a pipeline in the consolidated accounts, the amounts in the table include the transport commitments that exceed

Statoil’s ownership share.
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Transport capacity and similar obligations at December 31, 2003:

(in NOK million)

2004 3,002

2005 3,406

2006 3,453

2007 3,021

2008 3,085

Thereafter 31,188

Total 47,155

During the normal course of its business Statoil is involved in legal proceedings and a number of unresolved claims are currently outstanding. The ultimate lia-

bility in respect of litigation and claims cannot be determined at this time. Statoil has provided in its accounts for these items based on the Company’s best

judgement. Statoil does not expect that either the financial position, results of operations nor cash flows will be materially adversely affected by the resolution

of these legal proceedings. 

On October 10, 2003 the Norwegian Supreme Court ruled in the case raised by Statoil and several other companies against the Norwegian State, represented

by the Ministry of Finance, regarding the tax assessment of income from the joint venture Statpipe for the years 1993 and 1994. The Supreme Court instruct-

ed the Oil Taxation Board to reassess the basis for taxation. The ruling will also affect subsequent years. The effect of the reassessment can not be estimated

with a reasonable degree of certainty. For accounting purposes, the disputed taxes have been expensed.

The Norwegian National Authority for Investigation and Prosecution of Economic and Environmental Crime (Økokrim) has issued a preliminary charge against

the Company alleging violations of the Norwegian General Civil Penal Code provision concerning illegal influencing of foreign government officials and is con-

ducting an investigation concerning a consulting agreement which Statoil entered into in 2002 with Horton Investments Ltd. The Company has also been noti-

fied by the U.S. Securities and Exchange Commission that the Commission is conducting an inquiry into the consultancy arrangement to determine if there

have been any violations of U.S. federal securities laws.

22. Related Parties   

Total purchases of oil and natural gas liquid from the Norwegian State amounted to NOK 68,479 million (336 million barrels oil equivalents), NOK 72,298 mil-

lion (374 million barrels oil equivalents), and NOK 53,291 million (265 million barrels oil equivalents), in 2003, 2002 and 2001, respectively. Amounts

payable to the Norwegian State for these purchases are included as Accounts payable - related parties in the Consolidated Balance Sheets. The prices paid by

Statoil for the oil purchased from the Norwegian State are estimated market prices. In addition Statoil sells the Norwegian State’s natural gas, in its own name,

but for the account and risk of the Norwegian State.

The Norwegian State compensates Statoil for its relative share of the expenditures related to certain Statoil natural gas storage and terminal investments and

related activities.

23. Shareholders’ Equity

Upon Statoil's inception in September 1972, 50,000 ordinary shares at NOK 100 nominal value were issued. There have been several subsequent issuances of

ordinary shares, the last increase before the public offering of shares being in June 1989 for 19,962,140 ordinary shares issued at NOK 100 nominal value.

On May 10, 2001, an extraordinary general meeting approved a common stock split by which the existing 49,397,140 ordinary shares with nominal value of

NOK 100 per share was replaced by 1,975,885,600 ordinary shares with nominal value of NOK 2.50 per share. All references to the number of ordinary shares

and per share common amounts have been restated to give retroactive effect to the stock split for all periods presented.

At an extraordinary general meeting held on May 25, 2001, it was resolved to increase the share capital by NOK 62,500,000 through the issuance of 

25 million ordinary shares through a transfer of capital from "Additional paid-in capital" to share capital (a bonus issue). Pursuant to this resolution, the

Norwegian State waived its rights to receive the new shares, which was issued to the Company as treasury shares. During 2002 and 2003 a number of

1,558,115 of the treasury shares were distributed as bonus shares in favor of retail investors in the initial public offering in 2001. Distribution of treasury

shares requires approval by the general meeting.

At an extraordinary general meeting, held on June 17, 2001 it was further resolved to increase the share capital by NOK 471,750,000 from NOK
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5,002,214,000 to NOK 5,473,964,000 through the issuance of 188,700,000 new ordinary shares of NOK 2.50 nominal value each. In June 2001, the

Company completed a public offering of shares, which raised NOK 12,890 million, net of expenses, on the issuance of 188,700,000 shares of common stock.

There exists only one class of shares and all shares have voting rights.

Retained earnings available for distribution of dividends at December 31, 2003 is limited to the retained earnings of the parent company based on Norwegian

accounting principles and legal regulations and amounts to NOK 49,511 million (before provisions for proposed dividend for the year ended December 31,

2003 of NOK 6,390 million). This differs from retained earnings in the financial statements of NOK 27,627 million mainly due to the impact of the transfer of

the SDFI properties to Statoil, which is not reflected in the Norwegian GAAP accounts until the second quarter of 2001. Distribution of dividends is not allowed

to reduce the shareholders' equity in the unconsolidated accounts of the parent company below 10 per cent of total assets.

24. Auditors’ Remuneration

Year ended December 31,
(in NOK million) 2003 2002

Audit fees 27.0 26.2

Audit-related fees 2.8 1.8

Tax fees 14.5 8.5

All other fees 0.9 0.0

Total 45.2 36.5

25. Subsequent Events

In January 2004, Statoil acquired in all 11.24 per cent of the Snøhvit Field, 10 per cent from Norsk Hydro and 1.24 per cent from Svenska Petroleum, respec-

tively. Following these transactions, Statoil will have an ownership share of 33.53 per cent of the Snøhvit Field. The transactions will be made with economic

effect from January 1, 2004 and are subject to approval by the Norwegian authorities.

After year-end 2003 Statoil as an owner in BTC Co Ltd has entered into guarantee commitments for financing the development of the BTC pipeline amounting

to USD 140 million (NOK 0.9 billion).

ICA AB and Statoil have signed a non-binding letter of intent covering the acquisition by Statoil of ICA's holding in Statoil Detaljhandel Skandinavia AS (SDS).

ICA and Statoil currently own 50 per cent each of SDS. Subject to approval by the boards of Statoil and ICA, the finalized deal is expected to be implemented

during the spring of 2004.

Statoil has signed a letter of intent with the US-based energy company Dominion. This will secure Statoil access to additional capacity at the Cove Point lique-

fied natural gas (LNG) terminal in Maryland, USA, for a 20-year period. The transaction is subject to the successful negotiation of a final agreement and

approval by the supervisory bodies of both companies.
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SUPPLEMENTARY INFORMATION ON OIL AND GAS PRODUCING ACTIVITIES (UNAUDITED)

In accordance with Statement of Financial Accounting Standards No. 69, Disclosures about Oil and Gas Producing Activities and regulations of the US Securities and

Exchange Commission (SEC), Statoil is making certain supplemental disclosures about oil and gas exploration and production operations. While this information was

developed with reasonable care and disclosed in good faith, it is emphasized that some of the data is necessarily imprecise and represents only approximate

amounts because of the subjective judgment involved in developing such information. Accordingly, this information may not necessarily represent the present

financial condition of Statoil or its expected future results.

All the tables presented include the impact from the SDFI transaction. See note 1.

Oil and gas reserve quantities
Statoil’s oil and gas reserves have been estimated by its experts in accordance with industry standards under the requirements of the SEC. Reserves are net of roy-

alty oil paid in kind, and quantities consumed during production. Statements of reserves are forward-looking statements.

The determination of these reserves is part of an ongoing process subject to continual revision as additional information becomes available.

Proved oil and gas reserves are the estimated quantities of crude oil, natural gas, and natural gas liquids which geological and engineering data demonstrate with

reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating conditions, i.e., prices and costs as of the date

the estimate is made. Prices include consideration of changes in existing prices provided only by contractual arrangements, but not on escalations based upon

future conditions.

(i) Reservoirs are considered proved if economic producibility is supported by either actual production or conclusive formation test. The area of a reservoir con-

sidered proved includes (A) that portion delineated by drilling and defined by gas-oil and/or oil-water contacts, if any; and (B) the immediately adjoining por-

tions not yet drilled, but which can be reasonably judged as economically productive on the basis of available geological and engineering data. In the absence of

information on fluid contacts, the lowest known structural occurrence of hydrocarbons controls the lower proved limit of the reservoir.

(ii) Reserves which can be produced economically through application of improved recovery techniques (such as fluid injection) are included in the “proved” classi-

fication when successful testing by a pilot project, or the operation of an installed program in the reservoir, provides support for the engineering analysis on

which the project or program was based. 

(iii) Estimates of proved reserves do not include the following: (A) oil that may become available from known reservoirs but is classified separately as “indicated

additional reserves”; (B) crude oil, natural gas, and natural gas liquids, the recovery of which is subject to reasonable doubt because of uncertainty as to geolo-

gy, reservoir characteristics, or economic factors; (C) crude oil, natural gas, and natural gas liquids, that may occur in undrilled prospects; and (D) crude oil,

natural gas, and natural gas liquids, that may be recovered from oil shales, coal, gilsonite and other such sources.

Proved developed oil and gas reserves are proved reserves that can be expected to be recovered through existing wells with existing equipment and operating

methods. Additional oil and gas expected to be obtained through the application of fluid injection or other improved recovery techniques for supplementing the

natural forces and mechanisms of primary recovery should be included as “proved developed reserves” only after testing by a pilot project or after the operation of

an installed program has confirmed through production response that increased recovery will be achieved.

On the Norwegian Continental Shelf Statoil sells its oil and gas together with the oil and gas of the Norwegian state (SDFI). 

Under this arrangement, Statoil and SDFI will deliver gas to its customers in accordance with certain supply type sales contracts. The commitments will be met

using a schedule that provides the highest possible total value for our oil and gas and the Norwegian State’s oil and gas. Our gas reserves will be drawn on to supply

this gas in the proportion that we own production from the fields that from time to time are chosen to deliver gas against these commitments. 

In addition, Statoil has entered into a gas sales contract with Turkey, Georgia and Azerbaijan where gas will be supplied from Shah Deniz. 

The total commitments to be met by the Statoil/SDFI arrangement and Statoil’s separate commitments were on December 31, 2003 to deliver a total of 37.0 tcf . 

Statoil’s and SDFI’s delivery commitments for the contract years 2003, 2004, 2005 and 2006 are 1,691, 1,690, 1,973 and 1,960 bcf. These commitments may

be met by production of proved reserves from fields were Statoil and/or the Norwegian State participates.

The principles for booking of proved gas reserves are limited to contracted gas sales and gas with access to a market. New contracted sales from the Norwegian

continental shelf are recorded as Extensions and discoveries, while shifts of forecasted deliveries between fields are recorded as Revisions and improved recovery.

In 2002, Statoil entered into a buy-back contract in Iran. Statoil also participates in a number of production sharing agreements (PSA). Reserves from such agree-

ments are based on the volumes to which Statoil has access (cost oil and profit oil), limited to available market access. Proved reserves at end of year associated

with PSA and buy-back agreements are disclosed separately.



STATOIL ANNUAL REPORT ON FORM 20-F         F-32

The totals in the following tables may not equal the sum of the amounts shown due to rounding.

Net proved oil, NGL and 
Net proved oil and Net proved gas reserves in gas reserves in million barrels

NGL reserves in million barrels billion standard cubic feet oil equivalents

Outside Outside Outside
Norway Norway Total Norway Norway Total Norway Norway Total

Proved reserves at December 31, 2000 1,506 488 1,994 12,802 234 13,036 3,787 530 4,317

Of which:

Proved developed reserves 940 187 1,127 8,630 65 8,695 2,478 198 2,677

Proved reserves under PSA and buy-back agreements 0 204 204 0 0 0 0 204 204 

Production from PSA and buy-back agreements 0 3 3 0 0 0 0 3 3 

Revisions and improved recovery 68 30 98 252 (7) 245 113 29 142

Extensions and discoveries 124 69 193 188 225 413 158 109 267

Purchase of reserves-in-place 0 0 0 0 0 0 0 0 0

Sales of reserves-in-place (54) (1) (55) (1) (170) (171) (54) (31) (85)

Production (246) (22) (268) (523) (15) (538) (339) (25) (364)

Proved reserves at December 31, 2001 1,398 565 1,963 12,718 267 12,985 3,664 612 4,277

Of which:

Proved developed reserves 948 166 1,113 9,069 42 9,112 2,564 173 2,737

Proved reserves under PSA and buy-back agreements 0 302 302 0 0 0 0 302 302 

Production from PSA and buy-back agreements 0 3 3 0 0 0 0 3 3 

Revisions and improved recovery 108 (25) 83 237 0 237 151 (25) 125 

Extensions and discoveries 31 73 104 942 0 942 199 73 272 

Purchase of reserves-in-place 4 0 4 35 0 35 10 0 10 

Sales of reserves-in-place (13) (2) (16) (73) 0 (73) (26) (2) (29)

Production (242) (29) (271) (645) (12) (657) (357) (31) (388)

Proved reserves at December 31, 2002 1,286 580 1,867 13,215 255 13,470 3,641 626 4,267 

Of which:

Proved developed reserves 919 137 1,056 9,321 30 9,351 2,580 143 2,722 

Proved reserves under PSA and buy-back agreements 0 349 349 0 0 0 0 349 349 

Production from PSA and buy-back agreements 0 12 12 0 0 0 0 12 12 

Revisions and improved recovery 110 41 151 311 1 312 165 41 206

Extensions and discoveries 27 15 43 503 303 806 117 69 186

Purchase of reserves-in-place 0 0 0 0 0 0 0 0 0

Sales of reserves-in-place 0 0 0 0 0 0 0 0 0

Production (239) (31) (271) (695) (6) (700) (363) (33) (395)

Proved reserves at December 31, 2003 1,184 605 1,789 13,334 552 13,886 3,560 703 4,264

Of which:

Proved developed reserves 876 163 1,039 9,582 25 9,606 2,584 167 2,751

Proved reserves under PSA and buy-back agreements 0 364 364 0 303 303 0 418 418 

Production from PSA and buy-back agreements 0 13 13 0 0 0 0 13 13 

The conversion rates used are 1 standard cubic meter = 35.3 standard cubic feet, 1 standard cubic meter oil equivalent = 6.29 barrels of oil equivalent and 1,000

standard cubic meter gas = 1 standard cubic meter oil equivalent.

Statoil has historically marketed and sold the Norwegian State’s oil and gas as a part of its own production. The Norwegian State has elected to continue this

arrangement. Accordingly, at an extraordinary general meeting held on February 27, 2001, the Norwegian State, as sole shareholder, revised Statoil’s articles of

association by adding a new article which requires Statoil to continue to market and sell the Norwegian State’s oil and gas together with Statoil’s own oil and gas in

accordance with an instruction established in shareholder resolutions in effect from time to time. At an extraordinary general meeting held on May 25, 2001, the

Norwegian State, as sole shareholder, approved a resolution containing the instructions referred to in the new article. This resolution is referred to as the owner’s
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instruction. For natural gas acquired by Statoil for its own use, its payment to the Norwegian State will be based on market value. For all other sales of natural gas to

Statoil or to third parties the payment to the Norwegian State will be based on either achieved prices, a net back formula or market value. All of the Norwegian

State’s oil and NGL will be acquired by Statoil. Pricing of the crude oil will be based on market reflective prices; NGL prices will be either based on achieved prices,

market value or market reflective prices.

The Norwegian State may at any time cancel the owner’s instruction. Due to this uncertainty and the Norwegian State’s estimate of proved reserves not being

available to Statoil, it is not possible to determine the total quantities to be purchased by Statoil under the owner’s instruction from properties in which it partici-

pates in the operations.

Capitalized expenditures related to Oil and Gas producing activities

At December 31, 
(in NOK million) 2003 2002

Unproved Properties 3,792 3,490

Proved Properties, wells, plants and other equipment, including removal obligation assets 244,621 230,510

Total Capitalized Expenditures 248,414 233,998

Accumulated depreciation, depletion, amortization and valuation allowances (147,441) (139,337)

Net Capitalized Expenditures 100,973 94,661

Costs incurred in Oil and Gas Property Acquisition, Exploration and Development Activities
These costs include both amounts capitalized and expensed. Certain reclassifications have been done from other operating expenses to exploration expenses in

2002.

(in NOK million) Norway Outside Norway Total 

Year ended December 31, 2003

Exploration costs, including signature-bonuses 1,220 1,538 2,758

Development costs 1) 13,284 6,071 19,355

Acquired unproved properties 0 54 54

Total 14,504 7,663 22,167

Year ended December 31, 2002

Exploration costs, including signature-bonuses 1,350 1,398 2,748

Development costs 10,269 4,088 14,357

Total 11,619 5,486 17,105

Year ended December 31, 2001

Exploration costs, including signature-bonuses 2,020 683 2,703

Development costs 9,707 4,452 14,159

Total 11,727 5,135 16,862

1) Development costs include investments in Norway in facilities for liquefaction of natural gas and storage of LNG amounting to NOK 614 million.

Results of Operation for Oil and Gas Producing Activities
As required by Statement of Financial Accounting Standards No. 69, the revenues and expenses included in the following table reflect only those relating to the oil

and gas producing operations of Statoil.
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A new method for calculating the inter-segment price for deliveries of natural gas from E&P Norway to Natural Gas has been adopted as of the first quarter of

2003. The new price amounts to NOK 0.32 per standard cubic meter, adjusted quarterly by the average USD oil price over the last six months in proportion to USD

15. The new price applies to all volumes, including associated gas, while previously the price was calculated on a field-by-field basis. Prior periods segment report-

ing has been adjusted to reflect the new pricing formula.

The calculation of production cost has been changed as of the third quarter of 2003. Statoil decided to change the classification of administration cost and revenue

and costs from the sale of processing capacity between fields. The reason for this change is that Statoil wants to better reflect the real costs of the underlying

activity related to production. 

Activities included in Statoil’s segment disclosures in note 3 to the financial statements but excluded from the table below relates to gas trading activities, trans-

portation and business development as well as effects of disposals of oil and gas interests. Income tax expense is calculated on the basis of statutory tax rates in

addition to uplift and tax credits only. No deductions are made for interest or overhead. Transfers are recorded approximating market prices.

(in NOK million) Norway   Outside Norway Total 

Year ended December 31, 2003

Sales 352 1,944 2,296

Transfers 60,143 4,455 64,598

Total revenues 60,495 6,399 66,894

Exploration expenses (1,365) (1,005) (2,370)

Production costs (7,998) (894) (8,892)

Accretion expense (479) (48) (527)

Special items 1) 0 (151) (151)

DD&A 3) (12,104) (1,625) (13,729)

Total costs (21,946) (3,723) (25,669)

Results of operations before taxes 38,549 2,676 41,225

Tax expense (29,093) (948) (30,040)

Results of producing operations 9,456 1,729 11,184

Year ended December 31, 2002

Sales 351 4,672 5,024

Transfers 57,075 1,018 58,093

Total revenues 57,426 5,690 63,117

Exploration expenses (1,420) (990) (2,410)

Production costs (8,217) (979) (9,196)

Special items 2) 0 (766) (766)

DD&A 3) (12,402) (1,738) (14,140)

Total costs (22,039) (4,473) (26,512)

Results of operations before taxes 35,387 1,218 36,605

Tax expense (26,484) (723) (27,207)

Results of producing operations 8,903 495 9,398
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(in NOK million) Norway   Outside Norway Total 

Year ended December 31, 2001

Sales 339 2,883 3,222

Transfers 63,503 1,766 65,269

Total revenues 63,842 4,649 68,491

Exploration expenses (2,008) (866) (2,874)

Production costs (8,233) (1,024) (9,257)

Special items 2) 0 (2,000) (2,000)

DD&A 3) (12,636) (1,477) (14,113)

Total costs (22,877) (5,367) (28,244)

Results of operations before taxes 40,964 (718) 40,246

Tax expense (31,386) 215 (31,171)

Results of producing operations 9,579 (503) 9,075

1) Impairment of the Dunlin field in the UK.

2) Impairment of the oil field LL652 in Venezuela.

3) Include provisions made for future decommissioning and removal costs in years 2001 and 2002. For 2003, the amount includes the amortization of removal

assets recorded due to implementation of FAS 143 on January 1, 2003.

Standardized measure of discounted future net cash flows relating to proved oil and gas reserves
The table below shows the standardized measure of future net cash flows relating to proved reserves presented. The analysis is computed in accordance with FASB

Statement No. 69, by applying year-end market prices, costs, and statutory tax rates, and a discount factor of 10 per cent to year-end quantities of net proved

reserves. The standardized measure is a forward-looking statement.

Future price changes are limited to those provided by contractual arrangements in existence at the end of each reporting year. Future development and production

costs are those estimated future expenditures necessary to develop and produce year-end estimated proved reserves based on year-end cost indices, assuming

continuation of year-end economic conditions. Future net cash flow pre-tax is net of decommissioning and removal costs. Estimated future income taxes are cal-

culated by applying appropriate year-end statutory tax rates. These rates reflect allowable deductions and tax credits and are applied to estimated future pretax

net cash flows, less the tax basis of related assets. Discounted future net cash flows are calculated using 10 per cent mid-period discount factors. Discounting

requires a year-by-year estimate of when future expenditures will be incurred and when reserves will be produced. The information provided does not represent

management’s estimate of Statoil’s expected future cash flows or value of proved oil and gas reserves. Estimates of proved reserve quantities are imprecise and

change over time as new information becomes available. Moreover, identified reserves and contingent resources, that may become proved in the future, are

excluded from the calculations. The standardized measure of valuation prescribed under FASB Statement No. 69 requires assumptions as to the timing and amount

of future development and production costs and income from the production of proved reserves. This does not reflect management’s judgment and should not be

relied upon as an indication of Statoil’s future cash flow or value of its proved reserves.
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(in NOK million) Norway Outside Norway Total 

At December 31, 2003

Future net cash inflows 644,003 132,884 776,887 

Future development costs (39,207) (17,029) (56,236)

Future production costs (179,686) (26,509) (206,195)

Future net cash flow pre-tax 425,110 89,346 514,456 

Future income tax expenses (320,763) (19,998) (340,761)

Future net cash flows 104,347 69,348 173,695 

10% annual discount for estimated timing of cash flows (47,303) (37,810) (85,113)

Standardized measure of discounted future net cash flows 57,044 31,538 88,582 

At December 31, 2002

Future net cash inflows 644,327 127,460 771,787 

Future development costs (44,983) (17,396) (62,379)

Future production costs (192,779) (22,146) (214,925)

Future net cash flow pre-tax 406,565 87,918 494,483 

Future income tax expenses (302,254) (17,468) (319,722)

Future net cash flows 104,311 70,450 174,761 

10% annual discount for estimated timing of cash flows (44,336) (38,725) (83,061)

Standardized measure of discounted future net cash flows 59,975 31,725 91,700 

At December 31, 2001

Future net cash inflows 660,247 107,074 767,321 

Future development costs (40,379) (16,563) (56,942)

Future production costs (185,281) (23,008) (208,289)

Future net cash flow pre-tax 434,587 67,503 502,090 

Future income tax expenses (327,141) (17,497) (344,638)

Future net cash flows 107,446 50,006 157,452 

10% annual discount for estimated timing of cash flows (49,566) (28,669) (78,235)

Standardized measure of discounted future net cash flows 57,880 21,337 79,217 

Of a total of NOK 56,236 million of estimated future development costs as of December 31, 2003, an amount of NOK 38,387 million is expected to be spent with-

in the next three years, as allocated in the table below.

Future development costs

(in NOK million) 2004 2005 2006 Total 

Norway 12,484 8,470 4,751 25,705

Outside Norway 6,608 3,985 2,089 12,682

Total 19,092 12,455 6,840 38,387

Future development cost expected to be spent on proved undeveloped reserves 16,208 10,422 5,431 32,061

In 2003, Statoil incurred NOK 19,355 million in development costs, of which NOK 14,355 million related to proved undeveloped reserves. The comparable

amounts for 2002 were NOK 14,357 million and NOK 9,964 million, and for 2001 NOK 14,159 million and NOK 8,386 million, respectively.
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Changes in the standardized measure of discounted future net cash flows from proved reserves:

(in NOK million) 2003 2002 2001

Standardized measure at January 1 91,700 79,217 98,850 

Net change in sales and transfer prices and in production (lifting) costs related to future production 28,007 (297) (70,193)

Changes in estimated future development costs (6,971) (6,115) (10,560)

Sales and transfers of oil and gas produced during the period, net of production costs (62,099) (56,994) (62,283)

Net change due to extensions, discoveries, and improved recovery 7,907 9,790 2,064 

Net change due to purchases and sales of minerals in place (19) (1,802) (1,652)

Net change due to revisions in quantity estimates 24,675 9,791 11,604 

Previously estimated development costs incurred during the year 19,355 14,357 14,159 

Accretion of discount (3,877) 33,342 57,721 

Net change in income taxes (10,095) 10,411 39,508 

Total change in the standardized measure during the year (3,117) 12,483 (19,632)

Standardized measure at December 31 88,582 91,700 79,217 

Operational statistics

Productive oil and gas wells and developed and undeveloped acreage
The following tables show the number of gross and net productive oil and gas wells and total gross and net developed and undeveloped oil and gas acreage in which

Statoil had interests at December 31, 2003.

A “gross” value reflects to wells or acreage in which Statoil has interests (calculated as 100 per cent). The net value corresponds to the sum of whole or fractional

working interest in gross wells or acreage.

At December 31, 2003 Norway Outside Norway Total

Number of productive oil and gas wells

Oil wells — gross 695 628 1,323

— net 180 119 299

Gas wells — gross 71 13 84

— net 26 4 30

At December 31, 2003 (in thousands of acres) Norway Outside Norway Total 

Developed and undeveloped oil and gas acreage

Acreage developed — gross 497 339 836

— net 111 71 182

Acreage undeveloped — gross 9,462 10,060 19,522

— net 3,323 2,695 6,018

Remaining terms of leases and concessions are between one and 32 years.
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Exploratory and development drilling activities
The following table shows the number of exploratory and development oil and gas wells in the process of being drilled by Statoil at December 31, 2003.

(number of wells) Norway Outside Norway Total

Number of wells in progress

— gross 22 17 39

— net 6.7 2.0 8.7 

Net productive and dry oil and gas wells
The following tables show the net productive and dry exploratory and development oil and gas wells completed or abandoned by Statoil in the past three years.

Productive wells include wells in which hydrocarbons were found, and the drilling or completion of which, in the case of exploratory wells, has been suspended

pending further drilling or evaluation. A dry well is one found to be incapable of producing in sufficient quantities to justify completion.

Norway Outside Norway Total

Year 2003

Net productive and dry exploratory wells drilled 4.3 2.5 6.8 

- Net dry exploratory wells drilled 1.7 1.0 2.7 

- Net productive exploratory wells drilled 2.6 1.5 4.1 

Net productive and dry development wells drilled 25.3 18.1 43.4 

- Net dry development wells drilled 2.4 0.0 2.4 

- Net productive development wells drilled 22.9 18.1 41.0 

Year 2002

Net productive and dry exploratory wells drilled 9.6 1.5 11.0

- Net dry exploratory wells drilled 2.5 0.1 2.6

- Net productive exploratory wells drilled 7.1 1.3 8.4

Net productive and dry development wells drilled 27.3 13.5 40.8

- Net dry development wells drilled 0.0 0.3 0.3

- Net productive development wells drilled 27.3 13.2 40.5

Year 2001

Net productive and dry exploratory wells drilled 9.7 2.2 11.9

- Net dry exploratory wells drilled 3.2 1.2 4.4

- Net productive exploratory wells drilled 6.5 1.0 7.6

Net productive and dry development wells drilled 32.8 27.4 60.2

- Net dry development wells drilled 0.7 0.3 1.0

- Net productive development wells drilled 32.1 27.1 59.2
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Average sales price and production cost per unit

Norway Outside Norway

Year ended December 31, 2003

Average sales price crude in USD per bbl 29.1 27.6

Average sales price natural gas in NOK per Sm3 1.02 0.83

Average production costs, in NOK per boe 22.3 27.8

Year ended December 31, 2002

Average sales price crude in USD per bbl 24.7 23.7

Average sales price natural gas in NOK per Sm3 0.95 0.65

Average production costs, in NOK per boe 22.9 30.7

Year ended December 31, 2001

Average sales price crude in USD per bbl 24.1 22.3

Average sales price natural gas in NOK per Sm3 1.22 0.97

Average production costs, in NOK per boe 23.9 43.0




