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Accounts group

Consolidated income statement

NOK 1,000	 Note	 2007	 2006		 2005

Operating revenue	 6	 5,355,993	 5,305,650	 4,082,468
Other revenue	 6	 182,428	 52,058	 92,400
Total operating revenue and other revenue	 4	 5,538,421	 5,357,708	 4,174,868
Cost of materials		  1,218,554	 1,033,508	 790,971
Subcontractors		  2,234,678	 2,573,041	 1,962,294
Payroll costs	 7	 1,229,818	 1,083,283	 899,890
Depreciation and write-downs	 12,13	 81,871	 73,796	 64,730
Other operating expenses	 8	 544,830	 402,247	 338,671
Income from investment in associates	 17	 -342		
Operating expenses		  5,309,409	 5,165,875	 4,056,556
Operating profit		  229,012	 191,833	 118,312
Net financial items	 9	 3,198	 -6,425	 7,730
Pre-tax profit		  232,210	 185,409	 126,042
Tax expense	 10	 57,624	 51,190	 38,289
Profit for the year		  174,586	 134,219	 87,753

Assigned:				  
Shareholders		  173,724	 134,219	  87,753 
Minority interests		  862		
Total		  174,586	 134,219	 87,753

Basic earnings per share (whole NOK)	 11	 12.73	  9.76 	  6.55 
Diluted earnings per share (whole NOK)	 11	 12.73	  9.76 	  6.55 
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Accounts group

Consolidated balance sheet

NOK 1,000	 Note	 2007	 2006	

Assets
Non-current assets
Land and buildings	 12,35	 2,859	 4,564
Machinery and equipment	 12,35	 281,205	 290,345
Goodwill	 13	 244,391	 194,327
Investment in associates 	 17	 29,459	 7,671
Retirement benefit plans	 25		  1,368
Interest-bearing receivables	 30	 22,200	 22,873
Other receivables	 30	 1,162	 450
Total non-current assets		  581,276	 521,598

Current assets
Inventories	 18	 65,229	 39,277
Projects for own account held for sale	 19,35	 498,921	 316,217
Trade and non-interest-bearing receivables	 21,30,35	 1,254,708	 1,110,889
Interest-bearing receivables	 30	 6,907	 400
Market-based shares	 30	 10,800	 17,030
Cash and cash equivalents	 22,30	 135,638	 150,078
Total current assets		  1,972,203	 1,633,891
Total assets		  2,553,479	 2,155,489

as at 31 December
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Consolidated balance sheet

NOK 1,000	 Note	 2007	 2006	

Equity and liabilities

Equity			 
Share capital	 23	 3,442	 3,442
Treasury shares	 24	 -30	 -2
Translation differences		  -14,133	  138 
Other equity		  619,859	 530,544
Total equity assigned to company’s shareholders		  609,138	 534,122
Minority interests		  4,440	
Redeemable shares		  -43,600	
Minority interests		  -39,160	
Total equity		  569,978	 534,122

Non-current liabilities			 
Interest-bearing loans and credits	 26,30	 129,753	 165,615
Retirement benefit obligations	 25	 4,568	 7,746
Provisions	 28	 3,436	
Deferred tax liabilities	 14	 80,240	 23,136
Total non-current liabilities		  217,997	 196,497

Current liabilities			 
Interest-bearing loans and credits	 26,30	 159,085	 214,097
Trade payables and non-interest-bearing debt	 29,30	 1,565,960	 1,158,096
Provisions	 28	 39,373	 34,088
Current income tax liabilities	 10	 1,086	 18,589
Total current liabilities		  1,765,504	 1,424,870
Total liabilities		  1,983,501	 1,621,367
Total equity and liabilities		  2,553,479	 2,155,489

                                                                     		O  slo, 31 March 2008

                                                                    		  Lars A. Christensen 

			   Chairman

 

	P ål Egil Rønn	E rik Frogner	  Leif Jørgen Moger	 Leif  Andersson	 Anne Mürer
	 CEO 	E mployee rep.

 

 

	 Long Litt Woon	 Carl Henrik Eriksen 	 Arne Røthe	R une Dale 	 Mari Broman  

			E   mployee rep. 	E mployee rep.

as at 31 December 



AF Gruppen annual report 200756

Consolidated statement of  
changes in equity

					    Equity assigned to  	 Minority	 Total 
				   Note	 company’s shareholders	 interests	 equit

NOK 1,000	 Share	 Treasury	 Translation	 Retained	 	 	
	 		 	 apital	 shares	 differences	 earnings	 Total		   

Equity at 01.01.2005		  3,442	 -94	 -573	 390,791	 393,566		  393,566
	Translation differences				    -9,302		  -9,302		  -9,302
Profit for the year					     87,753	 87,753		  87,753
Total revenue and expenses for the period				    -9,302	 87,753	 78,451		  78,451
Sale of treasury shares			   93		  27,553	 27,646		  27,646
Dividend paid in 2005					     -66,973	 -66,973		  -66,973
Equity at 01.01.2006		  3,442	 -1	 -9,875	 439,124	 432,690		  432,690
Translation differences				    10,013	 -323	 9,690		  9,690
Profit for the year					     134,219	 134,219		  134,219
Total revenue and expenses for the period				    10,013	 133,896	 143,909		  143,909
Purchase of treasury shares	 24		  -29		  -12,218	 -12,247		  -12,247
Sale of treasury shares	 24		  28		  11,052	 11,080		  11,080
Dividend paid in 2006	 11				    -41,310	 -41,310		  -41,310
Equity at 01.01.2007		  3,442	 -2	 138	 530,543	 534,122		  534,122
Translation differences				    -14,271		  -14,271		  -14,271
Profit for the year					     173,724	 173,724	 862	 174,586
Total revenue and expenses for the period				    -14,271	 173,724	 159,453	 862	 160,315
Purchase of treasury shares	 24		  -107		  -52,218	 -52,325		  -52,325
Sale of treasury shares	 24		  79		  36,621	 36,700		  36,700
Dividend paid in 2007	 11				    -68,812	 -68,812		  -68,812
Minority interests on acquisition	 5						      3,578	 3,578
Redeemable shares 1)							       -43,600	 -43,600
Equity at 31.12.2007		  3,442	 -30	 -14,133	 619,859	 609,138	 -39,160	 569,978

1) �On the acquisition of Mollier AS (51 %) the commitment to purchase the remaining shares was recognised as a liability (see note 26). The impact on con-
solidated equity is shown above.

Accounts group
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NOK 1,000	 Note	 	2007		 2006		 2005

	
Cash flow from operating activities
	 +	O perating profit		  229,012	 191,833	  118,312 
	 +	 Depreciation and write-downs		  81,871	 73,796	  64,730 
	 +/-	 Difference in retirement benefits carried as expense/paid 		  -3,178	 -3,810	  -1,571 
	 -	 Gain on sale of non-current assets	 6	 -9,038	 -9,928	  -6,337 
	 +	P roceeds from interest and other financial income		  23,401	 15,639	  17,274 
	 -	P ayment of interest and other financial expenses		  -22,403	 -18,481	 -13,532
	 -	 Income tax paid		  -23,150	 -9,875	  -6,907 
	 =	 Cash flow from operating activities before changes in working capital	 276,515	 239,174	 171,969
	 +/-	 Change in inventories and projects for own account held for sale	 -208,150	 52,330	  -56,051 
	 +/-	 Change in non-interest-bearing receivables		  -110,891	 -267,582	  -253,009 
	 +/-	 Change in trade payables and non-interest-bearing debt		  398,583	 76,532	  123,583 
	 =	 Net cash flow from changes in working capital		  79,542	 -138,720	 -185,477
	 =	 Net cash flow from operating activities		  356,057	 100,454	 -13,508

Cash flow from investing activities
	 -	P urchase of enterprises ex. cash and cash equivalents	 5	 -36,854	 -14,887	
	 -	P urchase of intangible assets		  -11,778		   -28,376 
	 -	P urchase of property, plant and equipment		  -87,681	 -186,620	  -160,763 
	 +	P roceeds from sale of property, plant and equipment		  29,610	  36,441 	  27,363 
	 +/-	O ther investments		  -22,500	 -9,849	  2,078 
	 +	P roceeds from sale of shares in other entities		  8,430		   5,477 
	 +/-	 Change in interest-bearing receivables		  -4,466	  -11,774 	  6,630 
	 =	 Net cash flow from investing activities		  -125,239	 -186,689	 -147,591
	 =	 Net cash flow before financial activities		  230,818	 -86,235	 -161,099

Cash flow from financing activities
	 +	P roceeds from interest-bearing debt		  171,733	  163,259 	  145,138 
	 -	R epayment of interest-bearing debt		  -320,095	  -73,662 	  -189,860 
	 +	P roceeds from sale of treasury shares	 24	 26,500	 2,465	  25,398 
	 -	P urchase of treasury shares	 24	 -52,325	 -12,247	
 	 -	P ayment of dividend	 11	 -68,812	  -41,310 	  -66,973 
	 =	 Net change in liquidity from financing activities		  -242,999	 38,505	 -86,297
					   
	 +	N et change in cash and cash equivalents over the year		  -12,181	 -47,730	 -247,396
	 +	 Cash and cash equivalents at 01.01		  150,078	  200,490 	  451,225 
	 +/-	E xchange and translation differences		  -2,259	  -2,682 	  -3,339 
	 =	 Cash and cash equivalents at 31.12		  135,638	  150,078 	  200,490 

Consolidated cash flow statement
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Notes

	 NOTE 1	 Accounting policies

AF Gruppen ASA is a public limited com-
pany registered in Norway and listed on 
the OB Match list of the Oslo Stock 
Exchange. The company’s head office is 
at Vitaminveien 1A, 0485 Oslo, Norway.

The group’s activities are described in 
note 4 (segment information).

The annual accounts were signed by the 
Board on 31 March 2008.

1.1 Basis of preparation
The consolidated financial statements for 
AF Gruppen for the 2007 financial year 
have been presented in accordance with 
EU-approved IFRS (International Financial 
Reporting Standards) with related inter-
pretations and the additional Norwegian 
disclosure requirements that follow from 
the Norwegian Accounting Act, stock 
exchange regulations and stock exchange 
rules and are applicable as at 31.12.2007.

The consolidated financial statements 
are based on the principles of historical 
cost accounting except for market-based 
financial investments, which are assessed 
at fair value. 

The consolidated financial statements 
have been prepared on the assumption 
of uniform accounting policies for iden-
tical transactions and other events under 
identical circumstances. 

Recently published accounting  
standards and interpretations
Several new standards, amendments to 
standards and interpretations have been 
published that are not compulsory as at 
31.12.2007. They have not been imple-
mented by AF Gruppen. This applies to 
IFRS 8, the revised IAS 23, the new IAS 1, 

the revised IFRS 3, the revised IAS 27 and 
IFRIC 11, 12, 13 and 14. Based on the eva-
luations made so far, they are not expected 
to have a significant impact on the reported 
figures.

In 2007 the group implemented IFRS 7, 
the revised IAS 1 and IFRIC 7, 8, 9 and 10 
without there being a significant impact 
on reported figures. The requirements of 
IFRS 7 and IAS 1 have resulted in a number 
of new pieces of information in the notes, 
however.

In the course of 2006 and 2007 the IFRIC 
gave consideration to questions relating 
to revenue recognition principles for own-
account projects where sales are made 
before project completion. The group is 
awaiting the IFRIC’s final interpretations. 
As several factors have to be assessed, it 
is not possible to estimate the impact of 
any policy changes on the group’s profit 
and financial position. 

1.2 Functional and presentation  
currency
The group’s presentation currency is NOK. 
This is also the parent company’s functional 
currency. Subsidiaries with a different 
functional currency are translated at the 
exchange rate on the balance sheet date 
in the case of balance sheet items, while 
items in the income statement are translated 
at the transaction exchange rate. Average 
monthly exchange rates have been used 
as an approximation of the transaction 
exchange rate. Translation differences are 
charged to equity. When investments in 
foreign subsidiaries are sold, accumulated 
translation differences linked to the sub-
sidiary are recognised in the income 
statement. 

1.3 Principles of consolidation
Subsidiaries
The consolidated financial statements 
include AF Gruppen ASA and companies 
in which AF Gruppen ASA has a controlling 
influence. A controlling influence is nor-
mally achieved if the group owns more 
than 50 % of the shares in the company 
and is able to exercise actual control over 
it. Minority interests are included in con-
solidated equity.

Purchase method
The purchase method of accounting is used 
to report company mergers. Companies 
that are bought or sold during the year are 
included in the consolidated financial 
statements from the date on which  
control is achieved or ceases. 

Associates
Associates are units in which the group 
enjoys a significant influence (normally 
with a stake of between 20 % and 50 %), 
but does not exercise financial and 
operational control. The consolidated 
financial statements include the group’s 
share in profits of associates reported 
using the equity method from the date 
on which significant influence is 
achieved until such influence ceases. 

When the group’s share of losses exceeds 
the investment in an associate, the group’s 
book value is reduced to zero and further 
losses are not recognised unless the group 
is under an obligation to cover the loss.

Joint ventures
Joint ventures are recognised using the 
gross method from the date on which 
joint control is achieved until joint control 
ceases. The gross method means that 
the group’s share in joint ventures is 

Accounts group
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cont. page 60

included line by line for assets, liabilities, 
revenue and expenses.

Joint ventures are enterprises over which 
the group exercises joint control through 
a contractual agreement between the 
parties. A joint venture means setting up 
a separate unit with ownership shared 
between the parties and joint control.

Joint ventures are common in construction 
and civil engineering projects where two 
or more parties decide to carry out a 
project/contract jointly and all opera-
tional, financial and strategic decisions 
must be taken unanimously by the parties. 

The group is involved in several joint 
ventures with other contracting firms for 
particular contracts. 

Joint ventures take the form of unregistered 
companies, general partnerships, limited 
partnerships, limited companies, etc. 

Other investments
All other investments are recognised in 
accordance with IAS 39, with supplementary 
information being provided in note 30.

Elimination of transactions  
in consolidation
Intra-group transactions and accounts, 
including internal profit and unrealised 
gains and losses, are eliminated. Unrealised 
gains linked to transactions with associates 
and joint ventures are eliminated in pro-
portion to the group’s stake in the com-
pany/enterprise. Unrealised losses are also 
eliminated, but only if there are no indi-
cations of impairment of assets sold 
internally.

1.4 Use of estimates in preparation  
of the annual accounts
The management has used estimates 
and assumptions that have affected 
assets, liabilities, revenue, expenses and 
information on potential liabilities. This 
applies in particular to recognition of 
income and valuations linked to long-term 
manufacturing projects, retirement benefit 
liabilities and valuation of goodwill. Future 
events may lead to the estimates changing. 

Estimates and the underlying assumptions 
are assessed continuously. Changes in 
accounting estimates are reported in 
the period in which they occur. If they 
also relate to future periods, the effect is 
spread over present and future periods. 
See also note 2.

1.5 Classification
Receivables and payables relating to 
construction and civil engineering are 
classified as current assets and current 
liabilities. This means that balances with 
clients and advance invoicing are recognised 
in the balance sheet as current assets and 
current liabilities respectively. For all civil 
engineering contracts where amounts 
invoiced on account exceed contract 
revenue less contract losses, the surplus 
is included in the balance sheet as 
«trade payables and non-interest-bearing 
liabilities». Advances are repaid over the 
project period as the project progresses. 
Projects for own account and land for 
development are recognised as current 
assets. Other receivables and payables 
due in more than a year are classified as 
non-current assets and non-current lia-
bilities. 

1.6 Foreign currency
Foreign currency transactions
Transactions in foreign currencies are 
translated at the rate prevailing on the 
transaction date. Monetary assets and 
liabilities in foreign currency are translated 
into NOK using the exchange rate on the 
balance sheet date. Non-monetary assets 
measured at historical cost expressed in 
foreign currency are translated into NOK 
using the exchange rate on the transaction 
date. Non-monetary items measured at 
fair value expressed in foreign currency 
are translated at the exchange rate on 
the balance sheet date. Changes in the 
exchange rate are recognised in the 
income statement continuously during 
the accounting period. 

Foreign enterprises
Assets and liabilities in foreign enterprises, 
including goodwill and fair value adjust-
ments made in the course of consolidation, 
are translated into NOK using the exchange 

rate on the balance sheet date. Revenue 
and expenses from foreign enterprises 
are translated into NOK using an average 
exchange rate. Exchange rate differences 
are recognised in equity.

Translation differences resulting from 
the translation of foreign enterprises are 
specified as translation differences in 
equity. Translation differences in equity 
are recognised in the income statement 
when the foreign enterprise is sold. 

1.7 Principles of revenue recognition
Revenue in general
Revenue is recognised as income when it 
is probable that transactions will generate 
future economic benefits that will flow to 
the company and the size of the amount 
can be reliably estimated. Sales revenue 
is presented less value added tax and 
discounts. 

Projects in general
Revenue from the sale of services and long-
term manufacturing projects is recognised 
in the income statement in line with the 
project’s degree of completion when the 
result of the transaction can be estimated 
reliably. Progress is measured as incurred 
costs in relation to total estimated costs. 
When the result of the transaction cannot 
be estimated reliably, only revenue equiva-
lent to incurred project costs will be re-
cognised. In the period in which it is identi-
fied that a project will lead to a negative 
result, the estimated loss on the contract 
will be charged to the income statement 
in full.

Projects for outside account
AF Gruppen’s business consists principally 
of construction and civil engineering 
activities that are largely carried out for 
public and private clients on the basis  
of contracts of varying duration. The 
characteristic feature of such contracts  
is that they are client financed. The treat-
ment of construction and civil engineering 
contracts in the accounts conforms to 
IAS 11.

Revenue relating to projects is recognised 
in the income statement as the project 

cont. note 1
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progresses. Each individual project is re-
cognised in the income statement con-
tinuously based on the project’s degree 
of completion and the estimated contri-
bution margin at the end of the project 
(percentage-of-completion method). 
The degree of completion is mainly cal-
culated on the basis of incurred costs on 
the balance sheet date as a percentage 
of estimated total costs. In early stages 
of a project the risk factors are larger, so 
there is greater uncertainty with regard to 
estimated profit than in the final stages. 
	
When the outcome of the project cannot 
be estimated reliably, only revenue equiva-
lent to incurred project costs will be re-
cognised. In the period in which it is iden-
tified that a project will produce a negative 
result, the estimated loss on the contract 
will be recognised as an expense in full, 
irrespective of the degree of completion.

Disputed claims and claims for additional 
work, etc., are recognised as revenue when 
it is probable that the customers will approve 
the claim. Provisions are made for identified 
and anticipated warranty work.

Contribution margin earned on projects 
in progress involves a number of assess-
ments. These assessments are made to the 
management’s best estimate. The extent 
and complexity of the assessments mean 
that the actual contribution margins at 
the end of projects may deviate from the 
assessments made at year end. 

Clients are billed monthly in relation to the 
proportion of the contract price carried 
out and for additional work carried out and 
approved in the period. Deviating payment 
plans can occur, but this does not affect 
the accrual of revenue and expenses. 

Demolition work is defined under IAS 11 
and is handled using the same accounting 
policies as for projects for outside account.
	
Projects for own account
Some production is carried out for the 
group’s own account, which means that 
the projects are self-financed. Projects 
for own account largely involve the 

development and construction of housing 
for sale for the group’s own account. A 
housing project can consist of many units 
and most of the selling is done before a 
project is started. In the case of projects 
for own account the revenue recognised 
is the product of physical degree of 
completion, the percentage sold and 
the expected contribution margin. This 
means, for example, that a project that is 
50 % complete with 50 % sold on the 
reporting date will be reported with a 
contribution margin of 25 % of the total 
expected contribution margin.

The IFRIC (IASB Financial Reporting Inter-
pretations Committee) has published a 
draft interpretation on the financial report-
ing of sales of real property that is expected 
to be adopted in the course of 2008. The 
interpretation may affect how projects 
for own account are handled in the 
accounts in future.

Sale of property, plant and equipment
Gains/losses on the sale of property, plant 
and equipment are recognised in the 
income statement once delivery has 
taken place and most of the risk and 
return has been transferred. 

Other revenue
Revenue from the sale of goods is re-
cognised in the income statement once 
delivery has taken place and most of the 
risk and return has been transferred.

Financial income
Interest income is recognised based on 
the effective interest rate method as it is 
earned.

Dividends are recognised as revenue when 
the shareholders’ right to receive a divi-
dend has been established by the gene- 
ral meeting.

1.8 Share discounts
Discounts on targeted share issues and 
the sale of treasury shares to employees 
are recognised as an expense at fair value 
on the allotment date. The value of the 
discount is calculated using an option 
pricing model that takes account of the 

vesting period. The discount is charged 
to payroll costs and credited to equity. 

1.9 Segment
For management purposes the group is 
organised in the following three business 
areas based on the range of products/
services offered:
• Construction
• Property Development
• Services

The business areas form the basis for  
primary segment reporting. Financial 
information concerning segments and 
geographical distribution is presented  
in note 4.

Internal profit on sales between the  
different segments has been eliminated 
in segment reporting.

1.10 Income tax
Tax expense consists of current income 
tax liabilities and changes in deferred tax. 

Generally speaking, the group’s deferred 
tax/tax asset is calculated on all differences 
between accounting value and value for 
tax purposes of assets and liabilities with 
the exception of temporary differences 
relating to:

• �goodwill, which is not tax deductible, and
• �initial recognition of liabilities or assets in 

a transaction that is not a merger and 
does not affect either reported or tax-
able earnings on the transaction date.

Deferred tax assets are recognised in the 
income statement when it is probable that 
the company will have a large enough 
tax surplus in subsequent periods to make 
use of the tax asset. The group recognises 
deferred tax assets not previously recog-
nised in the income statement to the 
extent that it becomes likely that it will 
be able to make use of the deferred tax 
asset. Similarly, the group will reduce the 
deferred tax asset to the extent that it no 
longer considers it likely that it will be able 
to make use of the deferred tax asset.

Deferred tax and deferred tax assets are 

cont. note 1
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cont. note 1

cont. page 62

measured on the basis of expected future 
rates of tax for the companies in the group 
where temporary differences have occurred. 

Deferred tax and deferred tax assets are 
recognised at nominal value and classified 
as a non-current liability/non-current 
asset in the balance sheet.
Current income tax liabilities and deferred 
tax are charged directly to equity to the 
extent that they relate to equity transactions.

1.11 Research and development
Expenses relating to research activities 
are recognised in the income statement 
as they are incurred. Expenses relating to 
development activities are recognised in 
the balance sheet to the extent that the 
product or process is technically and 
commercially feasible and the group has 
sufficient resources to complete develop
ment. Expenses recognised in the balance 
sheet include material costs, direct payroll 
costs and other directly attributable costs. 
Recognised development costs are 
included in the balance sheet at cost less 
accumulated depreciation/write-downs 
and any grants.

Development costs recognised in the 
balance sheet are depreciated in a straight 
line over the estimated useful life of the asset. 

1.12 Property, plant and equipment
Property, plant and equipment are meas-
ured at cost less accumulated depreciation 
and write-downs. When assets are sold or 
retired, the book value is deducted and 
any loss or gain recognised in the income 
statement.

The cost of property, plant and equipment 
is the purchase price including duty/tax 
and costs directly linked to making the 
asset ready for use. Expenses incurred 
after the asset has been put to use, such 
as ongoing maintenance, are recognised 
in the income statement, while other 
expenses that are expected to generate 
future economic benefits are recognised 
in the balance sheet. The residual on-
balance-sheet value relating to replaced 
parts is recognised in the income statement.

Every significant component of property, 
plant and equipment is depreciated over its 
estimated useful life. Production-related 
machinery is mainly depreciated using the 
reducing balance method, while other 
property, plant and equipment is depre-
ciated linearly at the following rates:

Buildings	 20-50 years
Machinery and equipment	 3-10 years

Leased plant and equipment is depreciated 
over the term of the lease or useful life, 
whichever is the shorter, unless it is rea-
sonably certain that the group will take 
over the asset when the lease expires.

The depreciation period and method are 
evaluated annually and the retirement 
value estimated at each year end. Changes 
are recognised as a change of estimate.

If there is any indication of impairment, 
the assets are tested for impairment and 
written down to the amount recoverable if 
it is lower than the book value. The recover-
able amount is fair value less selling costs 
or utility value, whichever is the higher. 

When impairment is being assessed, assets 
are grouped at the lowest level at which 
it is possible to identify independent cash 
flows (cash-generating units). The possibility 
of reversing previous write-downs is eval-
uated on each reporting date.

1.13 Leases
Leases in which the group assumes most 
of the risk and return associated with 
ownership of the asset are financial leases. 
Other leases are treated as operating leases.

Financial leases
AF Gruppen presents financial leases in 
the financial statements as assets and 
liabilities. At the beginning of the term 
of the lease financial leases are included 
at an amount equivalent to fair value or the 
present value of the minimum payment, 
whichever is the lower. The implicit interest 
cost is used to calculate the present value 
of the lease. Direct costs involved in arrang-
ing the lease are added to the cost of the 
asset. Leased plant and equipment are 

depreciated according to the same prin-
ciples as the group’s other plant and 
equipment.

The annual payment consists of an interest 
portion, which is recognised in the income 
statement as an interest expense, and a 
repayment portion, which reduces the 
liability.

If a «sale and lease-back» transaction 
results in a financial lease, any gain will 
be deferred and recognised as revenue 
over the term of the lease.

Operating leases
Lease payments are classified as operating 
costs and recognised in the income 
statement over the term of the contract.

If a «sale and lease-back» transaction 
results in an operating lease, any gain/
loss will be entered at fair value on the 
transaction date. Any overprice/under-
price adjusted in a future lease will be 
amortised over the term of the lease so that 
the accounts reflect the real leasing cost. 

1.14 Intangible assets
Mergers and goodwill
The difference between the cost of acquir-
ing an enterprise and the fair value of net 
identifiable assets on the acquisition date 
is classified as goodwill. In the case of 
investments in associates goodwill is 
included in the book value of the invest-
ment. 

Goodwill is recognised in the balance sheet 
at cost less any accumulated impairment 
losses. Goodwill is not depreciated, but 
tested for impairment at least once a year.

Assets and liabilities relating to mergers 
are recognised in the balance sheet at fair 
value on the acquisition date. Minority 
interests are calculated on the basis of 
the minority’s share of these assets and 
liabilities. 

The allocation of cost is changed if new 
information comes to light regarding fair 
value on the date on which control was 
taken. The allocation can be changed 
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until the annual accounts are presented 
or within 12 months.

Goodwill is tested annually for impairment. 
In this context goodwill is allocated to 
cash-generating units or groups of cash-
generating units that are expected to 
draw synergy from the merger.

Any negative goodwill (residual value) 
from acquisitions is recognised in the 
income statement on the acquisition date.

Other intangible assets
Intangible assets that are acquired sepa-
rately are recognised in the balance sheet 
at their fair value (cost) on the acquisition 
date. In the case of mergers, intangible 
assets that are the result of contractual or 
other legal rights, or can be separated from 
the acquired business, are recognised in 
the balance sheet at fair value. Intangible 
assets are depreciated over their expected 
useful life and tested for impairment if 
there are any indications of it.

The estimated useful life of intangible 
assets is as follows:
Customer relations	 5 years
Quarrying rights	 22 years

1.15 Public grants
Public grants are recognised when there 
is reasonable certainty that the company 
will meet the conditions attached to the 
grant and the grant will be received. 

Operating grants are recognised system-
atically over the grant period. Grants are 
deducted from the cost that they are 
intended to cover. 

Investment grants are entered in the balance 
sheet and recognised systematically over 
the economic life of the asset. Investment 
grants are recognised either by the grant 
being carried as deferred income or by 
deducting the grant when fixing the book 
value of the asset.

In recent years AF Gruppen has only 
received public grants in the form of 
SkatteFUNN tax deductions for R&D 
expenses.

1.16 Financial instruments
Financial assets
The group has financial assets that are 
classified in the following categories:  
1) at fair value through profit or loss and 
2) loans and receivables. Classification is 
based on the purpose of the asset. Clas-
sification takes place at acquisition and 
is reviewed on each reporting date. 

1) At fair value through profit or loss
Financial assets at fair value through 
profit or loss are financial assets that  
are held for trading. Financial assets are 
classified in this category if they have 
primarily been acquired with a view  
to profiting from short-term price  
fluctuations. Assets in this category  
are classified as current assets. 

Financial assets at fair value through profit 
or loss are reported at fair value on acqui-
sition, with the transaction costs being 
recognised in the income statement. 
Thereafter they are measured at fair value 
with changes in value through profit or loss. 
In the group such assets are limited to a 
small holding of shares, with fair value being 
based on observable market data. 

The group had no financial derivatives 
or hedging instruments during the period.

2) Loans and receivables
Loans and receivables are non-derivative 
financial assets with fixed or determinable 
payments that are not traded in an active 
market. Loans and receivables that form 
part of the group’s ordinary operating cycle 
or are expected to be realised within 12 
months of the balance sheet date are classi-
fied as current assets. Other loans and receiv-
ables are classified as non-current assets. 

Trade receivables are classified as loans 
and receivables. 

Loans and receivables are initially recog-
nised in the balance sheet at fair value 
plus transaction costs. Thereafter they are 
measured at amortised cost using the 
effective interest rate method. Gains and 
losses are recognised in the income state-
ment when loans and receivables are re-

cognised, written down or amortised. 

Loans and receivables are written down 
when there are objective indications that 
the group will not receive settlement in 
accordance with the original terms. 
Objective indications of impairment are 
evaluated specifically for each customer 
and will typically consist of serious financial 
problems experienced by the other party 
and late or non-payment. The amount of 
the write-down is recognised in the income 
statement. If the cause of the write-down 
disappears in a subsequent period and the 
disappearance can be linked to an event 
that occurred after the impairment was re-
cognised, the earlier write-down is reversed. 
The reversal must not result in the book 
value of the financial asset exceeding what 
amortised cost would have been if the 
impairment had not been recognised 
when the write-down is reversed. 

 Financial liabilities
The group does not have any financial 
liabilities in the at-fair-value-through-
profit-or-loss category. 

Financial liabilities are reported at fair value 
less transaction costs on initial recognition. 
Thereafter they are reported at amortised 
cost using the effective interest rate method. 
Any issuing costs, discounts or premiums 
are taken into account in the calculation 
of amortised cost. 

Financial liabilities that are expected to 
be settled in the business’s ordinary 
operating cycle or fall due for settlement 
within 12 months of the balance sheet date 
are classified as current. Other financial 
liabilities are classified as non-current. 

1.17 Inventories
Inventories are recognised at cost or net 
selling price, whichever is the lower. 
Inventories mainly consist of spare parts, 
equipment and materials for use in produc-
tion. Cost is established using the FIFO 
method and includes expenses incurred 
in acquiring the goods and the cost of 
bringing them to their present state and 
location.

cont. note 1

Accounts group
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1.18 Projects for own account
Projects for own account are basically 
manufacturing for inventory. It is usual 
for some or all of the project to be sold 
during the project period. The project 
for own account then changes from inven-
tory to a construction contract in which 
the contract costs are compared with 
earned income. Earned income that has 
not been settled is regarded as a trade 
receivable. 

Land for development and costs incurred 
for the part of the project that has not been 
sold/recognised as revenue are included 
in the balance sheet as projects for own 
account.

1.19 Projects for outside account
Projects for outside account are handled 
in the accounts using the percentage-of-
completion method in accordance with 
IAS 11 Construction Contracts. This means 
that «income earned but not invoiced» 
is presented as a trade receivable. Payments 
on account and advances received from a 
customer in connection with a construction 
contract reduce the receivable. If payments 
on account, advances and any expected 
losses exceed earned contract income, 
the surplus is recognised as an advance 
from the customer under current liabilities. 
Provision for expected losses on remaining 
contractual production is classified as a 
current liability after the «production carried 
out but not invoiced» recognised in the 
balance sheet has been written down. 
Trade receivables are not offset against 
advances on different contracts or if other 
circumstances mean that it would not 
be permitted. 

1.20 Trade receivables
Trade and other receivables are recognised 
at the amount originally invoiced less 
provisions for bad debts.

1.21 Cash and cash equivalents
Cash and cash equivalents include cash 
at hand and in bank and cash equivalents. 
Cash equivalents are short-term liquid 
investments that can be converted to 
cash immediately at a known amount 
and with a maximum term of 3 months. 

In the cash flow statement bank overdraft 
facilities are included in cash and cash 
equivalents.

1.22 Equity
Share capital
Share capital is presented at par value in 
the balance sheet.

Treasury shares
When treasury shares are bought back, 
the purchase price, including directly 
attributable costs, is recognised as a change 
in equity. Treasury shares are presented 
as a reduction in equity. Losses or gains 
on transactions involving treasury shares 
are not recognised in the income statement.

Expenses in equity transactions
Transaction expenses directly linked to an 
equity transaction are charged directly 
to equity after the deduction of tax. 

Translation differences
Translation differences arise in connection 
with exchange differences in the consol-
idation of foreign units. 

On disposal of a foreign unit, the accu-
mulated translation difference relating 
to the unit is reversed and recognised in 
the income statement in the same period 
in which the gain or loss on disposal is 
recognised in the income statement.

Dividend
The dividend is recognised as a liability 
once it has been adopted by the General 
Meeting. This means that a proposed 
dividend that has not been adopted is 
included in equity.

1.23 Minority interests
Minority interests include the minority’s 
share in the book value of subsidiaries, 
including a share in identified excess 
values on the acquisition date. 

A loss in a consolidated subsidiary that can 
be attributed to the minority interest may 
not exceed the minority’s share of equity 
in the consolidated subsidiary. Surplus 
losses are charged to the majority interest’s 
share in the subsidiary to the extent that 

the minority is not under an obligation 
and can take its share of the loss. If the 
subsidiary starts to run at a profit, the 
majority’s share of the subsidiary’s equity 
is adjusted until the minority interest’s 
share of the earlier loss has been covered.

1.24 Employee benefits
Retirement benefits
Defined-benefit plans
The group has defined-benefit plans for 
employees of the Norwegian companies 
born in or before 1951 who joined the 
group prior to 1 January 2003. The plans 
are financed through funds in insurance 
companies.

The net liability is calculated on the basis 
of the present value of future retirement 
benefits that the employee has earned 
on the balance sheet date less the fair 
value of plan assets. The calculations are 
carried out by a qualified actuary. The 
plan’s credit formula is used as the allo-
cation method unless a large proportion 
of crediting takes place towards the end 
of the pension-earning period. In this 
case a linear allocation method is used.

The introduction of a new benefit plan 
or a change in a current benefit plan 
results in changes in retirement benefit 
liability. Any change is carried as an 
expense in a straight line until the effect 
of the change has been earned. The 
introduction of new schemes or changes 
to existing schemes with retroactive force, 
with employees earning unconditional 
pension rights immediately, are recognised 
in the income statement at once. Gains or 
losses relating to restrictions on or termi-
nation of retirement benefit plans are 
recognised in the income statement 
when they take place. 
An accumulated impact of changes of 
estimate and changes in financial and 
actuarial assumptions (deviations from 
estimates) of less than 10 % of the high-
est defined-benefit retirement benefit 
obligations and plan funds at the start of 
the year is not recognised. In the case of 
deviations in excess of 10 % the surplus 
is recognised in the income statement, 
distributed in a straight line over the 
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assumed average qualification period 
remaining.
 
The net pension cost for the period is 
included in payroll costs.

Employees in the Norwegian companies 
are entitled to an early retirement pension 
under a collective agreement between 
the Norwegian Federation of Trade Unions 
and the Confederation of Norwegian 
Business and Industry. AFP is a defined-
benefit multi-company scheme. As the 
scheme is not measurable, it is included 
as a defined-contribution scheme with 
full recognition of the future excess as 
an expense on the early retirement date.

Employees in Sweden are members of 
two defined-benefit multi-company 
schemes. Owing to the structure of the 
plans, there is no basis for calculating plan 
surpluses or deficits or their impact on 
future premiums. The schemes have there-
fore been recognised as defined-contri-
bution plans.

Defined-contribution plans
In addition to the defined-benefit plan 
described above, the group has a defined-
contribution pension scheme for all 
employees in Norway not covered by the 
aforementioned scheme. The pension 
premium is recognised as an expense 
when it is incurred and the group has no 
obligations over and above this.
	
1.25 Provisions
A provision is recognised when the group 
has an obligation (statutory or assumed) 
as a consequence of an earlier event, it is 
probable (more probable than not) that 
an economic settlement will be made as 
a consequence of the obligation and the 
size of the amount can be measured reli-
ably. If the effect is substantial, the provision 
is calculated by discounting future expected 
cash flows with a discount rate before tax 
that reflects the market’s pricing of the 
time value of money and, if relevant, risks 
specifically linked to the obligation. 

Restructuring provisions are recognised 
when the group has approved a detailed, 

formal restructuring plan and restructuring 
has either been started or announced. 

A provision for warranties is recognised 
when the underlying projects and services 
are sold. The provision is based on historical 
information on warranties and weighting 
possible outcomes against the likelihood 
of them occurring. 

Provisions for loss-making contracts are 
recognised when the group’s expected 
revenue from a contract is less than the 
unavoidable costs incurred in order to 
fulfil the obligations under the contract. 

1.26 Loan expenses
Loan expenses are recognised in the 
income statement when they occur. 
Loan expenses are recognised in the 
balance sheet to the extent that they 
relate directly to production of projects 
for own account. Loan expenses are  
recognised in the balance sheet when 
the interest expenses are incurred during 
the construction period for projects for 
own account. Loan expenses are recognised 
in the balance sheet until all the homes 
in a project for own account have been 
completed.

1.27 Contingent liabilities and assets
Contingent liabilities are not recognised 
in the annual accounts. Significant con-
tingent liabilities are disclosed with the 
exception of contingent liabilities with  
a low probability.

A contingent asset is not recognised  
in the annual accounts, but is disclosed 
if there is a definite probability that an 
economic benefit will flow to the group. 

1.28 Events after the balance sheet date
New information received after the balance 
sheet date on the company’s financial 
position on the balance sheet date is 
taken into consideration in the annual 
accounts. Events after the balance sheet 
date that do not affect the company’s 
financial position on the balance sheet 
date but will affect the company’s financial 
position in the future are disclosed if they 
are significant.

cont. note 1

Accounts group



AF Gruppen annual report 2007 65

	 NOTE 2	 Estimate uncertainty

In preparing the annual accounts in  
accordance with IFRS, the group’s manage
ment used estimates based on their best 
judgement and assumptions that are 
considered realistic. Situations or changes 
in market conditions might occur that 
could result in changed estimates and 
so affect the company’s assets, liabilities, 
equity and earnings.

The group’s most important accounting 
estimates are related to the following 
items:
• Projects for outside account
• Projects for own account
• �Valuation of goodwill and depreciation 
of property, plant and equipment

• Net retirement benefit obligations

Projects for outside account present a 
number of challenges from the tendering 
phase to the delivery phase. The estimates 
used in the accounts are based on uniform 
policies and subject to control procedures 
that are intended to ensure reliable 
measurement of project results and 
progress. Complexity and scope mean, 

however, that the projects entail an 
inherent risk of estimating errors occurring 
despite the group’s constant focus on 
accurate measurement.

Projects for own account present many 
of the same challenges as projects for 
outside account, but the risk profile is 
slightly different as a result of the projects 
being run for the group’s own account 
and risk. In order to limit the risk of losses 
and estimating errors owing to an incor-
rect assessment of the market and building 
costs, most of the sales will be done before 
building starts.

The expected economic life of the group’s 
plant and equipment is very much affected 
by what items are used for and for how 
long, and by technological development. 
Production-related machinery is mainly 
depreciated using the declining balance 
method to the expected residual value 
at the end of the period of use, while 
other plant and equipment is depreciated 
linearly over its economic life of 3-10 years. 

The group’s on-balance-sheet goodwill 
is valued annually for impairment. The 
business is very much affected by market 
trends, which cause major fluctuations 
in its fair value. The market has been 
positive in recent years, however, and 
the company has a healthy order book. 

Net retirement benefit obligations are 
fixed using actuarial calculations based 
on assumptions relating to, among other 
things, discount rate, future pay growth, 
adjustment of retirement benefits, 
expected return on funds and demo-
graphic factors to do with disability  
and mortality. These assumptions are 
made on the basis of observable market 
prices and historical developments in 
the group and society as a whole. 
Changes in the assumptions could have 
a major impact on the calculated retire-
ment benefit obligations/expenses.  

	 NOTE 3	 Exchange rates

	E xchange rate	 Average exchange  	E xchange rate  
	  01.01.2007	 rate 2007	 31.12.07

SEK	 0.9112	 0.8667	 0.8455
EUR	 8.2380	 8.0153	 7.9610

	 NOTE 4	 Segment information

Segment information is presented for business areas and  
geographical segments. Business areas are the group’s primary 
reporting format, and geography its secondary reporting format.

Business areas
The group conducts contracting operations and has three 
business areas: Construction, Property Development and  
Services. AF Gruppen has operations in Norway and Sweden. 

Ordinary building and civil engineering projects come under 
Construction. The group’s property portfolio comes under 
Property Development, its new business area. Services to do 
with building, civil engineering and offshore all come under 
the Services business area. Sales between companies in the 
group take place at market price. Transactions between the 
different segments have been eliminated.

cont. page 66 
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NOK 1,000

2007
Income statement	 Construction	 Property Dev.	S ervices	 Group/Elim	 Total
External operating revenue	 4,164,772	 629,867	 743,742	 40	 5,538,421
Internal sales in the group 	 250,603			   -250,603	
Total operating revenue	 4,415,375	 629,867	 743,742	 -250,563	 5,538,421
Operating expenses ex. depr./am.	 -4,297,318	 -575,250	 -605,306	 250,336	 -5,227,538
Depreciation/amortisation	 -41,823	 -36	 -39,940	 -72	 -81,871
Impairment losses					   
Earnings before interest and taxes (EBIT)	 76,234	 54,581	 98,496	 -299	 229,012
Interest income	 13,356		  3,261	 6,734	 23,351
Other financial income and expenses				    492	 492
Interest expenses	 -6,146	 -7,204	 -3,587	 -3,708	 -20,645
Net financial items	 7,210	 -7,204	 -326	 3,518	 3,198
Earnings before taxes (EBT)	 83,444	 47,377	 98,170	 3,219	 232,210
Tax expense					     -57,624
Profit for the year					     174,586

Cash flow					   
Net cash flow from operating activities	 243,711	 -9,954	 138,792	 -16,492	 356,057
Net cash flow from investing activities	 -41,577	 -9,894	 -83,585	 9,817	 -125,399
Net cash flow before financial activities	 202,134	 -19,848	 55,207	 -6,675	 230,818
Net cash flow from financial activities				    -242,999	 -242,999
Net change in liquidity					     -12,181

Balance sheet					   
Assets	 1,553,899	 530,632	 430,923	 8,566	 2,524,020
Investments in associates	 7,373	 21,660		  426	 29,459
Total segment assets	 1,561,272	 552,292	 430,923	 8,992	 2,553,479
Interest-bearing debt	 131,624	 48,231	 102,555	 14,432	 296,842
Other non-interest-bearing debt	 1,158,723	 146,254	 135,446	 246,236	 1,686,659
Total segment liabilities	 1,290,347	 194,485	 238,001	 260,668	 1,983,501
Equity				    569,978	 569,978
Total debt and equity					     2,553,479
					   
Investments and depreciation/amortisation					   
Investments	 48,950	 9,894	 83,585	 -17,190	 125,239
Depreciation/amortisation	 41,823	 36	 39,940	 72	 81,871
Impairment losses					   

Key figures					   
Gross profit margin (EBT %)	 1.9 %	 7.5 %	 13.2 %		  4.2 %
Gross operating margin (EBIT %)	 1.7 %	 8.7 %	 13.2 %		  4.1 %
Return on invested capital 	 24.5 %	 12.9 %	 37.3 %		  29.3 %
Invested capital at end of period	 402,549	 406,038	 295,477	 -237,244	 866,820
Average invested capital	 365,134	 424,328	 272,743	 -198,034	 864,171
Order book	 4,110,536	 309,685	 1,441,642		  5,861,863
Average number of full-time equivalents	 1,392	 19	 397	 82	 1,890

cont. note 4

Accounts group
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2006
Income statement	 Construction	 Property Dev.	S ervices	 Group/Elim	 Total
External operating revenue	 4,137,861	 504,085	 715,762		  5,357,708
Internal sales in the group 	 122,765		  63,983	 -186,748	
Total operating revenue	 4,260,626	 504,085	 779,745	 -186,748	 5,357,708
Operating expenses ex. depr./am.	 -4,203,221	 -454,238	 -598,002	 163,382	 -5,092,079
Depreciation/amortisation	 -37,940	 -322	 -35,535	 1	 -73,796
Earnings before interest and taxes (EBIT)	 19,465	 49,525	 146,208	 -23,365	 191,833
Interest income	 6,992	 645	 2,360	 -8	 9,989
Other financial income and expenses	 18	 1	 -138	 5,595	 5,476
Interest expenses	 -9,101	 -10,858	 -4,030	 2,099	 -21,890
Net financial items	 -2,091	 -10,212	 -1,808	 7,686	 -6,425
Earnings before taxes (EBT)	 17,374	 39,313	 144,400	 -15,678	 185,409
Tax expense					     -51,190
Profit for the year					     134,219

Investments and depreciation/amortisation					   
Investments	 71,860	 58,839	 69,783		  200,482
Depreciation/amortisation	 37,940	 322	 35,535	 -1	 73,796
Impairment losses					   

Balance sheet					   
Assets	 1,235,603	 361,065	 508,289	 42,861	 2,147,818
Investments in associates	 -206	 7,877			   7,671
Total segment assets	 1,235,397	 368,942	 508,289	 42,861	 2,155,489
Interest-bearing debt	 74,043	 266,341	 150,520	 -103,446	 387,458
Other non-interest-bearing debt	 1,080,244	 64,139	 195,491	 -105,965	 1,233,909
Total segment liabilities	 1,154,287	 330,480	 346,011	 -209,411	 1,621,367
Equity				    534,122	 534,122
Total debt and equity					     2,155,489
					   
Key figures					   
Gross profit margin (EBT %)	 0.4 %	 7.8 %	 18.5 %		  3.5 %
Gross operating margin (EBIT %)	 0.5 %	 9.8 %	 18.8 %		  3.6 %
Return on invested capial 	 15.1 %	 13.4 %	 67.8 %		  25.4 %
Invested capial at end of period	 155,153	 304,803	 312,798	 148,826	 921,580
Average invested capial	 175,177	 373,921	 219,023	 49,061	 817,182
Order book	 4,330,699	 555,000	 291,550		  5,177,249
Average number of full-time equivalents	 1,450	 25	 318		  1,793

cont. note 4

cont. page 68



AF Gruppen annual report 200768

2005
Income statement	 Construction	 Property Dev.	S ervices	 Group/Elim	 Total
External operating revenue	 3,467,625	 317,223	 390,020		  4,174,868
Internal sales in the group 	 102,167			   -102,167	
Total operating revenue	 3,569,792	 317,223	 390,020	 -102,167	 4,174,868
Operating expenses ex. depr./am.	 -3,482,686	 -291,867	 -321,215	 103,942	 -3,991,826
Depreciation/amortisation	 -42,561		  -21,546		  -64,107
Impairment losses			   -623		  -623
Earnings before interest and taxes (EBIT)	 44,545	 25,356	 46,636	 1,775	 118,312
Interest income	 14,632	 850	 387	 -2,784	 13,085
Other financial income and expenses	 -1,667		  44	 8,100	 6,477
Interest expenses	 -2,261	 -9,739	 -2,387	 2,555	 -11,832
Net financial items	 10,704	 -8,889	 -1,956	 7,871	 7,730
Earnings before taxes (EBT)	 55,249	 16,467	 44,680	 9,646	 126,042
Tax expense					     -38,289
Profit for the year					     87,753

Investments and depreciation/amortisation					   
Investments	 104,168	 18	 84,953		  189,139
Depreciation/amortisation	 42,561		  21,546		  64,107
Impairment losses			   623		  623

Balance sheet					   
Assets	 1,183,680	 366,309	 230,324	 68,915	 1,849,228
Investments in associates		  8,985			   8,985
Total segment assets	 1,183,680	 375,294	 230,324	 68,915	 1,858,213
Interest-bearing debt	 80,219	 262,586	 105,696	 -137,791	 310,710
Other non-interest-bearing debt	 692,814	 46,475	 74,685	 300,839	 1,114,813
Total segment liabilities	 773,033	 309,061	 180,381	 163,048	 1,425,523
Equity				    432,690	 432,690
Total debt and equity					     1,858,213
					   
Key figures					  
Gross profit margin (EBT%)	 1.5 %	 5.2 %	 11.5 %		  3.0 %
Gross operating margin (EBIT %)	 1.2 %	 8.0 %	 12.0 %		  2.8 %
Return on invested capial 	 30.7 %	 7.8 %	 39.1 %		  19.4 %
Invested capial at end of period	 490,866	 328,819	 155,639	 -231,924	 743,400
Average invested capial	 187,037	 333,837	 120,233	 70,383	 711,490
Order book	 3,651,200	 214,800	 473,000		  4,339,000
Average number of full-time equivalents	 1,333	 21	 170		  1,524

cont. note 4
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	 NOTE 5	 Changes in group structure

Acquisition of companies:
Mollier AS
AF Skandinavia AS, a wholly owned subsidiary of AF Gruppen ASA, 
purchased 51 % of the shares in Mollier AS on 12 October 2007. 
At the same time AF signed a put/call agreement regarding the 
purchase of the remaining 49 % of the shares in the company. 

The acquisition was financed with cash and by AF merging its 
HVAC (Heating, Ventilation, Air Conditioning and Cooling) divi-
sion with Mollier AS. Mollier offers energy-related services in 
the offshore sector. The acquisition gives AF access to cus-
tomer agreements and key competence, as well as a presence 
in the oil cities of Stavanger and Bergen. The acquisitions 
resulted in total goodwill of NOK 30.4 million, which will be 
tested for impairment every year. 

Geographical distribution of sales and assets
In the following tables sales and assets are divided between the countries in which the group operates.

2007
Geographical distribution of sales	 Construction	 Property Dev.	S ervices	 Group/Elim	 Total
Norway	 3,762,773	 629,867	 595,756	 -250,563	 4,737,833
Sweden	 652,602		  147,986		  800,588
Total sales	 4,415,375	 629,867	 743,742	 -250,563	 5,538,421

Geographical distribution of assets
Norway	 1,123,757	 493,281	 372,807	 160,078	 2,149,923
Sweden	 357,425		  46,131		  403,556
Total assets	 1,481,182	 493,281	 418,938	 160,078	 2,553,479

2006
Geographical distribution of sales	 Construction	 Property Dev.	S ervices	 Group/Elim	 Total
Norway	 3,581,233	 459,085	 664,233	 -186,748	 4,517,803
Sweden	 679,393	 45,000	 115,512		  839,905
Total sales	 4,260,626	 504,085	 779,745	 -186,748	 5,357,708

Geographical distribution of assets
Norway	 862,735	 303,316	 499,470	 50,532	 1,716,053
Sweden	 372,868	 57,749	 8,819		  439,436
Total assets	 1,235,603	 361,065	 508,289	 50,532	 2,155,489

2005
Geographical distribution of sales	 Construction	 Property Dev.	S ervices	 Group/Elim	 Total
Norway	 3,121,069	 317,223	 265,229	 -102,167	 3,601,354
Sweden	 448,723		  124,791		  573,514
Total sales	 3,569,792	 317,223	 390,020	 -102,167	 4,174,868

Geographical distribution of assets
Norway	 967,814	 375,294	 185,682	 71,180	 1,599,970
Sweden	 215,866		  44,642	 -2,265	 258,243
Total assets	 1,183,680	 375,294	 230,324	 68,915	 1,858,213

The acquisition will necessitate restructuring. The management 
believes that the acquisition and the subsequent merger of two 
strong specialist units will enable AF to offer customers total 
responsibility for their HVAC systems. No provisions have been 
made for the restructuring.

In the period between the start of the year and the acquisition 
date Mollier had total income of NOK 82.4 million and pre-tax 
profit of NOK 4.0 million. If the acquisition had been made on 
01.01.2007, the group’s income would therefore have increased 
by NOK 82.4 million and its pre-tax profit by NOK 4.0 million. 

cont. note 4
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Palmer Gotheim Skiferbrudd AS
On 12 December 2006, AF Skandinavia AS signed a letter of 
intent regarding the purchase of 100 % of the shares in Palmer 
Gotheim Skiferbrudd AS (PGS) for NOK 12.2 million. The trans-
action was carried out on 1 January 2007. The acquisition was 
financed with cash. PGS produces slate in Oppdal. 

PGS has an agreement on the leasing of land for quarrying 
(quarrying rights) in Vollalia in the Municipality of Oppdal. 
These quarrying rights are valid for 25 years from 1 January 
2004. AF has valued these rights for the remaining 22 years at 

NOK 10.6 million. The quarrying rights will be depreciated in a 
straight line over the remaining 22 years. 

The acquisition of PGS will necessitate restructuring. The 
management is primarily of the opinion that the acquisition 
will offer operational and market-related synergies through 
better utilisation of the raw material and guaranteed access to 
raw materials for dry walling. The management believes that 
the acquisition will have a positive impact on future earnings. 
No provisions have been made for restructuring.

The acquistions of Mollier AS and Palmer Gotheim Skiferbrudd AS had the following impact on the group´s account:

	B ook values	 Adjusted fair value	 Total
	 PGS	 Mollier	 PGS	 Mollier	 fair
	 1/1/07	 12/10/07	 1/1/07	 12/10/07	 value
Quarrying rights	 170		  10,440		  10,610
Customer relations				    4,000	 4,000
Other non-current assets	 3,091	 2,549			   5,640
Inventories	 506				    506
Trade receivables	 527	 16,838			   17,365
Other receivables		  15,563			   15,563
Cash and cash equivalents	 3,883	 2,003			   5,886
Deferred tax liabilities			   -2,923	 -1,120	 -4,043
Taxes payable		  -1,084			   -1,084
Interest-bearing liabilities	 -1,267	 -8,621			   -9,888
Non-interest-bearing liabilities	 -2,227	 -22,420			   -24,647
Net identifiable assets and liabilities	  4,683 	  4,828 	 7,517	 2,880	 19,908
Minority interests, Mollier AS					     -3,578
Goodwill on acquisition of Mollier					     30,410
Purchase price					     46,740
Cash consideration					     41,475
Direct acquisition costs					     1,265
Calculated value of put option, Mollier AS					     4,000
Purchase price					     46,740

Cash consideration paid and direct acquisition costs					     42,740
Cash and cash equivalents received					     -5,886
Net outgoing cash flow					     36,854

Contribution if both acquisitions had been implemented on 1 January 2007:
			   PGS	 Mollier	 TOTAL
Turnover			   10,537	 118,411	 128,948
Pre-tax profit			   -1,160	 6,411	 5,251

The value of goodwill includes customer relations, employees with special skills and expected synergies with AF Gruppen’s existing 
operations. These intangible assets do not satisfy the carrying criteria contained in IAS 38 and so have not been carried separately.	

In the period 1 January 2005 – 31 December 2006 AF made the following acquisitions with a significant impact on the accounts:
2005: Brødrene Glomsrød AS
2006: Energi & Miljøteknikk AS and Holst & Brå AS

No businesses were sold during the period 31.12.2005 – 31.12.2007.

In 2008 AF Gruppen has signed agreements to acquire two small companies. The total purchase price for both companies is less 
than NOK 10 million. A final EVA for these companies had not been prepared by the time the financial statements were presented.

cont. note 5
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	 NOTE 6	 Operating revenue and other revenue

NOK 1,000	  2007	 2006	 2005

Contract revenue and other sales revenue	  4,726,126 	  4,801,565 	  3,765,245 
Revenue from projects for own account	  629,867 	  504,085 	  317,223 
Total operating revenue	  5,355,993 	  5,305,650 	  4,082,468 
Gain on sale of property, plant and equipment	  9,038 	  9,928 	  6,337 
Lease income	  8,583 	  10,536 	  9,901 
Other revenue	  164,807 	  31,594 	  76,162 
Total other revenue	  182,428 	  52,058 	  92,400 
Total operating and other revenue	  5,538,421 	  5,357,708 	  4,174,868 

	 NOTE 7	 Remuneration of employees and senior managers

NOK 1,000	 Note	 2007		 2006		  2005

Payroll costs
Pay		  961,369		  864,839		  705,988
Social security costs		  155,104		  127,433		 107,515
Retirement benefit costs	 25	 35,303		 22,386		 22,872
Other remuneration		  78,042		 68,624		 63,515
Total		  1,229,818		  1,083,283	 899,890
			 
Average number of full-time equivalents			 
Norway	 1,688	 1,626	 1,445
Sweden	 202	 167	 79
Total	 1,890	 1,793	 1,524

Sale of shares to employees
In recent years AF Gruppen has given all its employees the opportunity to buy shares at a 20 % discount. The discount is calculated  
as the difference between market price and purchase price on the purchase date. The discount is recognised as an expense in the 
accounts. When selling shares to employees over the last three years, the group has used its holdings of treasury shares.

	 2007	 2006	 2005 

Number of shares sold to employees	 229,700	 31,632	 369,163
Discount employees	 5,391	 527	 6,349

Remuneration of			   Other
Corporate Management Team 2007	 Pay	B onus	 remuneration	 Total	 Ret. ben.
Per Aftreth, CEO until 30.4.2007	 962		  2	 964	 40
Pål Egil Rønn, CEO since 1.5.2007	 1,072		  107	 1,179	 24
Pål Egil Rønn, Executive Vice President until 30.4.2007	 536	 1,104	 54	 1,694	 12
Kristian Johansen, Executive Vice President/CFO until 31.8.2007	 1,079	 940	 87	 2,106	 25
Sverre Hærem, Executive Vice President/CFO since 1.7.2007	 585		  119	 704	 18
Robert Haugen, Executive Vice President	 1,458	 1,324	 159	 2,942	 37
Tore Fjukstad, Executive Vice President since 1.9.2007	 427		  86	 513	 12
Tore Moger, Executive Vice President until 30.4.2007	 478	 940	 101	 1,519	 15
Total remuneration of Corporate Management Team	 6,598	 4,308	 715	 11,621	 184

Remuneration of			   Other
Corporate Management Team 2006	 Pay	B onus	 remuneration	 Total	 Ret. ben.
Per Aftreth, CEO	 1,331		  29	 1,360	 90
Pål Egil Rønn, Executive Vice President	 1,248	 669	 50	 1,967	 35
Kristian Johansen, Executive Vice President/CFO	 1,116	 265	 16	 1,397	 35
Robert Haugen, Executive Vice President	 1,201	 894	 62	 2,157	 35
Tore Moger, Executive Vice President	 1,149	 18	 63	 1,230	 35
Total remuneration of Corporate Management Team	 6,045	 1,846	 220	 8,111	 229

cont. page 72
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cont. note 7

Remuneration of Board of Directors	 2007	 2006	 2005

Lars A. Christensen, Chairman of the Board	 275	 250	 250
Leif Jørgen Moger, Board Member	 110	 100	 100
Erik Frogner, Board Member	 110	 100	 100
Leif Andersson, Board Member	 110	 100	 100
Peter Groth, Board Member	 110	 100	 100
Tore Thorstensen, Board Member	 110	 100	 100
Carl Henrik Eriksen, Board Member	 110	 100	 100
Arne Røthe, Board Member	 110	 100	 100
Rune Dale, Board Member	 110		
Long Litt Woon, Board Member	 110		
Total directors’ fees	 1,265	 950	 950

The Chairman of the Board has also been used as a consultant, for 
which he has received remuneration totaling NOK 346,000 for 
2007, NOK 855,784 for 2006 and NOK 115,769 for 2005.

The salaries of senior managers consist of a fixed salary and a 
bonus based on the EVA model. AF Gruppen uses EVA as a man-
agement and control tool. EVA is a method of calculating and 
analysing value creation in the group and in economic units 
below group level. Analysis is intended to ensure that every part 
of the group works to increase value creation. Incentive systems 
based on the EVA model have been introduced for managers in 
large parts of the group. Senior managers must invest part of 
their net bonus after tax in shares in the company. The shares are 
sold at a 20 % discount based on market price at the turn of the 
year. The vesting period for shares is 1 year.

The CEO’s salary is set by the Board every year. The Board lays 
down guidelines for the remuneration of senior managers in 
consultation with the CEO.
 
The group did not have any option schemes in 2007. 

The Corporate Management Team participates in the general 
retirement benefit scheme for AF Gruppen’s employees, which is 
described in note 25.

No loans or guarantees have been granted to the Board of Direc-
tors or Corporate Management Team.

There are no agreements with the Corporate Management Team 
or Chairman of the Board regarding severance pay or early retire-
ment schemes in the event of their employment being termi-
nated or modified.

Fixing of salary and other remuneration for senior managers

Guidelines for 2008
The Board will submit a statement to the General Meeting in 
accordance with section 6-16a of the Norwegian Public Limited 
Companies Act. The contents of the statement are explained 
below in accordance with section 7-31b (7) of the Norwegian 
Accounting Act.

Guidelines have been laid down for the saleries and other remu-
nerations for senior managers. The Board lays down guidelines 
for the remuneration of senior managers in consultation with 

the CEO. The CEO’s pay is fixed by the Board. The basic salery has 
to be fixed in line with market rates. The basic salery is adjusted 
annually on 01.07 based on an individual assessment. Senior 
managers receive payments in kind and participate in the 
group’s retirement benefit schemes on an equal footing with 
other employees as described in the group’s Personnel Guide.  
There are no early retirement schemes.

Bonuses for senior managers are based on the EVA (Economic 
Value Added) model. EVA is a method of calculating and analys-
ing value creation in the group and in economic units below 
group level. Bonuses based on the EVA model are linked to the 
group’s value creation during the financial year. If performance 
requirements are met, the bonus payment should represent 5-8 
months’ pay without this being the absolute upper limit. This 
means that a bonus payment can exceed 5-8 months’ pay if the 
group’s performance exceeds the set targets. Twenty five per 
cent of the bonus earned is paid in the form of AF shares at a 20 
% discount and the remainder in cash.

Shares can be sold to senior managers, subject to the approval 
of the Board, at a 20 % discount on the current market price. 
Shares are offered to senior managers in the same way as to 
other employees.

In January 2008 the General Meeting of AF Gruppen ASA 
adopted an option scheme that covers all AF Gruppen employees. 
The option scheme has been drawn up by the Board and is 
intended to provide an incentive for all employees in the company 
and its subsidiaries. The purpose of the scheme is to encourage 
long-term commitment and greater involvement in the company’s 
activities. The belief is that the company’s future objectives will 
best be achieved if the interests of the company and its employees 
coincide. The scheme will give employees the opportunity to 
buy shares in AF Gruppen ASA. 

The options scheme means that the company’s employees will 
be given the opportunity to buy options each year in 2008, 2009 
and 2010. This will be done by granting the individual employee 
a certain number of options annually. The employee will be 
granted a specific number of options for each year, all of which 
must be accepted. 

The remuneration of senior managers in 2007 was in accordance 
with the statement submitted to the General Meeting in 2007. 

Accounts group
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	 NOTE 8	 Other operating expenses

NOK 1,000	 2007	 2006	 2005

Other operating expenses			 
Rent	 38,805	 32,251	 28,023
Other lease expenses	 87,232	 104,887	 66,231
Audit fee	 2,817	 2,475	 2,716
Loss on receivables	 216	 1,033	 824
Other operating expenses	 415,760	 261,601	 240,876
Total other operating expenses	 544,830	 402,247	 338,671

Remuneration of Deloitte
Statutory audit	 1,680	 1,097	 770
Other attestation services	 30	 110	
Tax advice	 22		
Other non-audit services	 188	 178	 750
Total remuneration of Deloitte	 1,920	 1,385	 1,520

Remuneration of other auditors  
Statutory audit 	 524	 805	 883
Assistance fees 	 373	 285	 313
Total remuneration of other auditors	 897	 1,090	 1,196
Total remuneration of auditors	 2,817	 2,475	 2,716

Value added tax is not included in the auditor’s fees.

	 NOTE 9	 Financial income and expenses

NOK 1,000	 2007	 2006	 2005

Financial income
Interest income	  23,351 	  9,759 	  13,085 
Net gain on financial investments	  2,200 	  5,878 	  2,693 
Net exchange gain		     	  3,987 
Other financial income	  50 	  1 	  1,497 
Total financial income	  25,601 	  15,638 	  21,262 

Financial expenses
Interest expenses on loans	  13,276 	  18,308 	  7,269 
Interest expenses on financial leases	  7,369 	  3,582 	  4,563 
Other financial expenses	  1,758 	  173 	  1,700 
Total financial expenses	  22,403 	  22,063 	  13,532 
Net financial items	  3,198 	  -6,425 	  7,730 

	 Assets at fair value	L oans and
Financial income and expenses by category:	 through profit or loss	 receivables	   Total  
2007
Financial income	 2,200	  23,401 	  25,601 
Financial expenses		   22,403 	  22,403 

2006
Financial income	 5,878	  9,760 	  15,638 
Financial expenses		   22,063 	  22,063 

2005
Financial income	 2,693	  18,569 	  21,262 
Financial expenses		   13,532 	  13,532 



AF Gruppen annual report 200774

	 NOTE 10	 tax expense

NOK 1,000	 % 	 2007	 %	 2006	 %	 2005

Tax expense in income statement
Expense of tax for period
Current income tax liability for the year 1)		  3,156		  18,589		  10,807
Adjustment for previous years		  1,407				  
Total tax for period		  4,563		  18,589		  10,807

Deferred tax expenses
Origin and reversal of temp. differences		  53,061		  32,601		  27,561
Benefit of tax loss carry-forwards						      -79
Total deferred tax expenses		  53,061		  32,601		  27,482
Total tax expense in income statement		  57,624		  51,190		  38,289

Reconciliation of effective rate of tax
Profit before tax		  232,210		  185,409		  126,042
Expected income tax at nominal rate 	 28.0 %	 65,019	 28.0 %	 51,915	 28.0 %	 35,292
Non-deductible expenses	 0.4 %	 1,037	 0.2 %	 389	 1.8 %	 2,210
Non-taxable income	 -3.4 %	 -7,809	 -0.5 %	 -905		
Change in write-down of deferred tax asset			   -0.1 %	 -209	 -0.5 %	 -594
Excessive/insufficient provisions in previous years	 -0.3 %	 -623			   1.1 %	 1,381
Effective rate of tax/tax expense	 24.8 %	 57,624	 27.6 %	 51,190	 30.4 %	 38,289

1) Current tax liability on balance sheet		  1,086		  18,589		  9,875

	 NOTE 11	 Earnings and dividend per share

Amounts in whole NOK	 2007	 2006	 2005

Earnings
Profit for the year accruing to ordinary shareholders	  173,724,000 	 134,218,563	 87,752,776

Number of shares			 
Average weighted number of shares	  13,651,358 	 13,758,066	 13,401,229
Dilution effect of options, etc.			 
Average weighted number of diluted shares	  13,651,358 	 13,758,066	 13,401,229
			 
Earnings per share			 
Base earnings per share	 12.73	 9.76	 6.55
Diluted earnings per share	 12.73	 9.76	 6.55

Dividend per share
On 23 May 2007 a dividend of NOK 5.00 per share was paid to shareholders (total NOK 68.8 million). On 23 May 2006 a dividend of NOK 
3.00 per share was paid (total NOK 41.3 million). 

For 2007 the Board proposes a dividend of NOK 6.00 per share. The dividend will be paid to shareholders on 21 May 2008. The dividend 
must be approved by the General Meeting and there is no provision for the liability in the balance sheet. The proposed dividend will be 
paid to all shareholders registered with the Norwegian Central Securities Depository (VPS) on 9 May 2008. No dividend will be paid on 
the company’s treasury shares. The total estimated dividend for 2007 is NOK 81.9 million.

Accounts group
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	 NOTE 12	 Property, plant and equipment 

NOK 1,000	 2007	 2006

Machinery and equipment		    
Cost at 1 January	 586,112	 538,510
Translation differences	 -2,298	
Additions for the year	 86,933	 136,716
Disposals for the year at cost	 -101,394	 -91,626
Additions on company acquisitions	 4,076	 2,512
Cost at year end	 573,429	 586,112

Accumulated depreciation and write-downs		
Accumulated depreciation at 1 January	 295,767	 291,981
Depreciation for the year	 81,240	 73,487
Disposals	 -84,783	 -70,767
Disposals after sale of companies		  1,066
Accumulated depreciation at year end	 292,224	 295,767

Book value at year end	 281,205	 290,345

Land and buildings		
Cost at 1 January	 6,727	 11,316
Additions for the year	  748	
Disposals for the year at cost	 -6,125	 -4,589
Additions on company acquisitions	 1,564	
Cost at year end	 2,914	 6,727
		
Accumulated depreciation and write-downs		
Accumulated depreciation at 1 January	 2,163	 1,854
Depreciation for the year	  55	  309
Disposals	 -2,163	
Accumulated depreciation at year end	  55	 2 163

Book value at year end	 2,859	 4,564

Operating leases (annual rent)  	 71,213	 97,000
Financial leasing (on-balance-sheet leases)	 84,937	 137,100

The following depreciation rates have been used:
Machinery and equipment		  10-33 %
Buildings		  2-5 %
Land		  0 %

Production machinery is normally depreciated using the reducing balance method, while other property, plant 
and equipment is depreciated in a linearly.		
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	 NOTE 13	 Intangible assets

NOK 1,000	 Note	 	 2007	 2006

Goodwill
Cost at 1 January			   198,441	 112,048
Translation differences			   -6,159	 3,436
Additions			   37,732	 82,957
Cost at year end			   230,014	 198,441
 
Accumulated write downs at 1 January			   4,114	 4,114
Impairment loss for the year
Accumulated write-downs at year end			   4,114	 4,114
Net book value			   225,900	 194,327

Specification of goodwill
Services
Pålplintar i Sverige AB	  		  2,773 	  2,988 
AF Skandinavia AS	  		  17,702 	  17,702 
Skåab AB			    2,252 	  2,427 
AF Energi- og Miljøteknikk AS	  		  50,804 	  50,804 
Mollier AS5		  5	  30,410 
Total Services	  103,941 	  73,921 

Construction
AF Brødr. Glomsrød AS	  33,723 	  28,971 
AF Gruppen ASA 	  13,136 	  13,136 
AF Bygg Göteborg AB	  75,100 	  78,299 
Total Construction	  121,959 	  120,406 
Net book value	  225,900 	  194,327  

Customer relations	
Cost at 1 January
Additions		  3,456	
Additions on company acquisitions	 5	 4,000	
Acquisition cost 31 December		  7,456	
Total depreciation and write-downs		  -155	
Book value 31 December		  7,301	
Depreciation		  155	

Quarrying rights
Cost at 1 January
Additions		   1,000 	
Additions on company acquisitions	 5	 10,610	
Acquisition cost 31 December		  11,610	
Total depreciation and write-downs		  -420	
Book value 31 December		  11,190	
Depreciation during the year 		  420	

	 	 Customer	Q uarrying 
		  relations	 rights
Economic life		  5 years	 22 years
Depreciation schedule		  Linear	 Linear

Intangible assets by category:		  2007	 2006
Goodwill		  225,900	 194,327
Customer relations		  7,301	
Quarrying rights		  11,190	
Total intangible assets		  244,391	 194,327
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	 NOTE 14	 Deferred tax assets and liabilities

NOK 1,000

	B alance sheet 	 Taken to	 Taken to equity/	B alance sheet 
2007	 01.01.2007	 income	 acquisitions	 31.12.2007
Recognised deferred tax assets and liabilities
Plant and equipment	  15,161 	  -3,405 		   11,756 
Goodwill		   1,083 		   1,083 
Other intangible assets		   7,923 	  -4,043 	  3,880 
Non-deducted plant 1)	  -121,652 	  -29,153 		   -150,805 
Other assets	  140 	  -101 		   39 
Retirement benefits	  1,786 	  -507 		   1,279 
Provisions	  11,972 	  -4,438 		   7,534 
Other	  -8,835 	  -6,788 		   -15,613 
Tax loss carry-forwards 2)	  78,293 	  -17,685 		   60,608 
Total	 -23,136	 -53,061	 -4,043	 -80,240

	B alance sheet 	 Taken to	 Taken to equity/	B alance sheet 
2006	 1.1.2006	 income	 acquisitions	 31.12.2006
Recognised deferred tax assets and liabilities
Plant and equipment	 18,974	 -3,813		  15,161
Non-deducted plant 1)	 -78,114	 -43,538		  -121,652
Other assets	 -18,465	 18,605		  140
Retirement benefits	 3,334	 -1,548		  1,786
Provisions	 6,522	 5,449		  11,972
Other	 -2,090	 -5,323	 -1,422	 -8,835
Tax loss carry-forwards 2)	 80,727	 -2,434		  78,293
Total	 10,888	 -32,601	 -1,422	 -23,136

1) �Projects in progress are often of great importance when calculating deferred and current tax. Projects in progress are assessed at 
direct manufacturing cost and not recognised as income until completion.

2) �The tax loss carry-forward is not subject to a time limit and is NOK 216 mill (280) as at 31 December 2007.

Impairment tests for goodwill
Goodwill relates to the acquisitions specified in the table above. 
The individual acquisitions are regarded as being separate 
cash-generating units within the group. All goodwill from 
these acquisitions has been allocated to the individual cash-
generating unit.

The recoverable amount is fixed based on an assessment of 
the enterprise’s utility value. The utility value is calculated on 
the basis of discounting of future anticipated cash flows before 
tax using a relevant discount rate before tax that takes account 
of term and risk.

Anticipated cash flows cover a period of 5 years. The cash flows 
are based on historical figures, but incorporating an expectation 
of moderate growth in the total market, our market share and 
profitability for our projects. In the management’s opinion this 
is a reasonable assumption, as demand in Construction and 
Services is strong. The group also expects that tough competition, 
strong demand and scarcity factors in production will lead to 
faster development of new products and improved operating 

efficiency. We believe that the group’s strong focus on safety, 
the environment and control procedures will be well received 
on the market and benefit profitability and growth. The acqui-
sitions we have made in recent years consolidate the group’s 
enhanced environmental image combined with profitability. 
As regards other non-current assets and production capacity, 
the management is of the opinion that the group has no need 
for special investments over and above what follows from the 
growth in turnover.

The interest rate used for discounting the cash flows, WACC, is 
12 % before tax. This is based on a risk-free interest rate of 4.5 
% plus a risk premium of 5 %.

Sensitivity analysis for key assumptions
If the assumptions develop very differently from what is anti
cipated, there may be a need to write down goodwill. The 
calculated value of the individual cash-generating unit exceeds 
book value at the end of 2007 by enough to ensure that no 
reasonable change in assumptions will necessitate a write-down.

cont. note 13
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	 NOTE 15	 Subsidiaries

Significant subsidiaries

	D ate	 Office		  Voting	
Name of company	 acquired	 address	I nterest	 rights	 Primary activity
AF Skandinavia AS 2)	 05.09.85	O slo	 100.0 %	 100.0 %	 Civil eng., building, prop. dev., dem. 
AF Bygg Göteborg AB 	 01.07.01	 Gothenburg	 100.0 %	 100.0 %	 Building, property development
Kilen Brygge AS	 15.03.05	 Sandefjord	 100.0 %	 100.0 %	 Building, property development
AF Brødrene Glomsrød AS	 01.09.05	 Halden	 100.0 %	 100.0 %	 Building, property development
Energi & Miljøteknikk AS 1)	 31.05.06	O slo	 100.0 %	 100.0 %	E nergy efficiency
Mollier AS 2)	 12.10.07	 Sandnes	 51.0 %	 51.0 %	E nergy efficiency
Palmer Gotheim Skiferbrudd AS	 01.01.07	O ppdal	 100.0 %	 100.0 %	 Slate quarry
Pålplintar AB	 14.01.00	 Södertälje	 100.0 %	 100.0 %	 Foundations

1) Energi & Miljøteknikk AS merged with its sister company Holst & Brå AS on 1 January 2007.

2) AF Skandinavia’s HVAC operations were spun out and merged with Mollier AS on 12.10.2007. See note 5 for further information.

	 NOTE 16	  Joint ventures

The company has the following significant interests in joint ventures:

Company 	  Acquisition date 	  Bus. office 	  Voting rights 	  Interest 
Rolvsrud Utbygging AS	 18.11.98	 Lørenskog	 50.0 %	 50.0 %
Kjørbokollen Utbygging AS	 02.09.99	  Bærum 	 50.0 %	 50.0 %
Stenbråten Utbygging ANS	 23.04.02	O slo	 50.0 %	 50.0 %
Jordbærsletta Utbygging ANS	 10.09.01	O slo	 50.0 %	 50.0 %
Ørebekkstranda AS	 30.01.06	R åde	 50.0 %	 50.0 %
Karlstadgata Utbygging ANS	 29.04.05	O slo	 50.0 %	 50.0 %
BA Gjenvinning AS	 01.01.03	  Oslo 	 50.0 %	 50.0 %
Svensk Kross & Återvinning AB	 17.04.02	  Nibble (S) 	 50.0 %	 50.0 %
AFS-PIHL GROUP ANS	 10.07.02	  Oslo 	 50.0 %	 50.0 %

The following amounts are included in the consolidated accounts:

NOK 1,000	 2007	 2006	 2005

Non-current assets		  10,008	 27,379	 25,112
Current assets		  203,113	 306,380	 185,627
Non-current liabilities		  -47,796	 -48,790	 -49,227
Current liabilities		  -75,480	 -87,281	 -92,577
Net assets		  89,845	 197,688	 68,935
Revenue		  313,829	 422,963	 552,636
Expenses		  -267,816	 -341,115	 -421,958
Pre-tax profit		  46,013	 81,848	 130,678

Accounts group
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	 NOTE 17	  Investment in associates

NOK 1,000	 Acquisition	B usiness	I nterest/	  Book 	S hare in
Company	 date	 office	 voting rights	 value 	 profits 2007
Romerike Boligutvikling AS	 02.11.93	 Lillestrøm	 40.00 %	  1,024 	  -2,000 
Randemjordet AS	 10.08.05	 Bodø	 49.00 %	  2,910 	
Elvesiden KS *)	 01.03.05	O slo	 11.25 %	  2,747 	  1,370 
Sandakerveien 99B (AS & KS)	 20.08.07	O slo	 33.30 %	  6,066 	  -944 
Grefsenkollvn, 16 AS	 09.11.07	O slo	 33.30 %	  2,333 	
Grefsenkollvn, 16 KS	 09.11.07	O slo	 33.30 %	  7,000 	
Elvebredden AS *)	 29.01.03	O slo	 11.95 %	  7 	
Skummeslövsgården AB	 01.02.07	 Gothenburg	 50.00 %	  7,186 	
Utvecklings AB Skogsberget *)	 01.06.07	 Gothenburg	 9.00 %	  8 	
HB Kringlekärret Förvaltning	 01.01.06	 Gothenburg	 50.00 %	  178 	  1,916 
				    29,459	 342

Investments in associates are reported according to the equity method. The value of the companies is made up mainly of land 
and project investments. Impairment is assessed on an ongoing basis.
 
*) �The group’s interest represents less than 20 %. The group has classified these companies as associates based on an assessment of 

significant influence.

	 NOTE 18	 Inventories

NOK 1,000	 2007	 2006

Spare parts and project inventories	  51,627 	  10,365 
Raw materials	  1,505 	  22,336 
Finished products	  12,097 	  6,576 
Total inventories	 65,229	  39,277 

	 NOTE 19	 Projects for own account held for sale

NOK 1,000	 2007	 2006

Projects in progress	 473,335	 242,679
Land for development	 25,586	 73,538
Total projects for own account held for sale	 498,921	 316,217

Inventories mainly consist of spare parts and equipment for 
use in production and project inventories of materials for use 
in production.

Inventories are valued at cost or fair value on the balance 
sheet date, whichever is the lower. Inventories were not sub-
ject to impairment in 2007 or 2006.

Projects in progress represent housing units under construction 
that have not been handed over to the customer. Of 315 (413) 
commenced housing units, 77 (53) were unsold as of 31.12.2007. 
Of the total number of unsold homes, 30 (1) had been completed. 
AF Gruppen sold 79 (237) housing units in 2007. Land for devel-
opment represents sites and building rights for which no decision 

on development has yet been taken. It could be used to build 
around 990 (1,190) residential units and 22,200 m2 (52,200) of 
commercial space. 

The company’s management has assessed the book value of 
projects for own account and not found any impairment.
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	 NOTE 20	 Building and civil engineering contracts

NOK 1,000	 Note	 2007	 2006

Contracts in progress at year end
Income invoiced but not earned
Taken to income on projects in progress		  3,693,883	 2,439,971
Invoiced on projects in progress		  -4,064,134	 -2,817,881
Total income invoiced but not earned 		  -370,251	 -377,910

Distribution in balance sheet			 
Pre-invoiced production included in trade receivables	 21	 -127,774	 -277,925
Pre-invoiced production included in other current liabilities	 29	 -242,477	 -99,985
Total income invoiced but not earned 		  -370,251	 -377,910

Income earned but not invoiced 			 
Taken to income on projects in progress		  1,801,031	 1,408,304
Invoiced on projects in progress		  -1,705,003	 -1,194,534
Total income earned but not invoiced	 21	 96,028	 213,770
			 
Balances with clients	 21	 249,594	 194,846

Recognised in income statement on projects in progress:
Accumulated revenue		  5,494,914
Accumulated project contributions		  203,497
Production outstanding on loss-making projects 1)		  453,877

1) The expected loss on outstanding production on loss-making projects has been recognised in the income statement.

	 NOTE 21	 Trade and non-interest-bearing receivables

NOK 1,000	 Note	 2007	 2006

Trade receivables	 30	 986,908	 898,876
Income earned but not invoiced on projects in progress	 20	 96,028	 213,770
Invoiced but not earned on projects in progress 	 20	 -127,774	 -277,925
Balances with clients	 20	 249,594	 194,846
Other current receivables		  50,452	 81,822
Provision for losses on receivables		  -500	 -500
Total trade and other non-interest-bearing current receivables		  1,254,708	 1,110,889

Change in allowance account for impairment linked to trade receivables:			 
			 
		  2007	 2006
1-Jan		  500	 500
Losses on receivables		  216	 1,033
Recognised impairment loss		  -216	 -1,033
31-Dec		  500	 500

	 NOTE 22	 Restricted funds

AF Gruppen has no restricted funds in its liquid reserves, but uses a bank guarantee for NOK 50 million as security for tax-withholding 
funds in the group.

Accounts group
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	 NOTE 23	 Shareholder information

		  Voting rights/
Ownership structure	 Number	 interest %
Shareholders with interest >1 %
KB Gruppen Kongsvinger AS	  3,377,847 	 24.5
POA AS	  2,134,780 	 15.5
OBOS Forretningsbygg AS	  1,939,266 	 14.1
LJM A/S	  1,102,780 	 8.0
Moger Invest AS	  986,329 	 7.2
Aspelin-Ramm Gruppen AS	  818,408 	 5.9
Skogheim, Arne   	  337,544 	 2.5
Staavi, Bjørn 	  292,972 	 2.1
Citibank N.A. 	  200,000 	 1.5
Evensen, Jon Erik	  142,000 	 1.0
Total with interest >1 %	 11,331,926	 82.3
Total for other shareholders	 2,437,962	 17.7
Total number of shares	 13,769,888	 100.0

There is only one class of shares with equal voting rights.

Shares held by senior figures at 31 December 2007
Board of Directors		  Number
Lars A. Christensen 1)	 Chairman of the Board	 15,000
Leif Jørgen Moger 2)	 Board Member	 1,105,080
Leif Andersson	 Board Member	 10,000
Peter Groth 3)	 Board Member	 2,300
Carl Henrik Eriksen 4)	 Board Member	
Anne Mürer	 Board Member	
Long Litt Woon	 Board Member	 800
Mari Broman	 Board Member	
Erik Frogner	E mployee Representative	 31,296
Rune Viggo Dale	E mployee Representative	
Arne Røthe	E mployee Representative	
Total		  1,164,476

CEO
Pål Egil Rønn	 CEO	 16,455

Corporate Management Team
Sverre Alf Hærem	E xecutive Vice President/CFO	  5,000 
Robert Haugen	E xecutive Vice President	  16,070 
Tore Fjukstad	E xecutive Vice President	  4,500 

1)	 Through Lactosa AS, which owns 15,000 shares
2)	 Leif Jørgen Moger owns 2,300 shares plus the shares in LJM A/S. Leif Jørgen Moger also represents Moger Invest AS. 
3)	R epresents Aspelin Ramm Gruppen AS, which owns 818,408 shares, and Ringkjøb Invest AS, which owns 15,171
4)	R epresents OBOS Forretningsbygg AS, which owns 1,939,266 shares

The Board is authorised to acquire up to 10 % of the share capital. This authority is valid until the 2008 Annual General Meeting, 
which is scheduled for 9 May 2008. An option scheme for all employees of AF Gruppen ASA and subsidiaries was approved at an 
Extraordinary General Meeting held on 4 January 2008. The maximum number of options that can be granted is 2,500,000.



AF Gruppen annual report 200782

The retirement benefit expense for the year has been calculated as follows:
NOK 1,000	 2007	 2006	 2005

Present value of current year’s pension accruals	 3,061	 2,614	 2,939
Interest expense on incurred pension liabilities	 3,574	 3,118	 4,072
Expected return on pension plan assets	 -3,419	 -3,154	 -3,826
Social security costs	 453	 361	 449
Actuarial gains/losses recognised in income statement	 2,965	 -177	 2,168
Effect of plan changes recognised in income statement		  -1,658	
Total	 6,634	 1,104	 5,802
Defined-contribution pension, Norway*)	 19,339	 14,479	 11,101
Contributions to pension schemes, Sweden*)	 4,958	 2,685	 2708
Other retirement benefit costs*)	 4,372	 4,118	 3,261
Service cost for the year 	 35,303	 22,386	 22,872
*)Exclusive social security costs
The service cost for the year is based on financial assumptions at the start of the year, while the balance sheet status is based on 
financial assumptions at the end of the year.

	 NOTE 24	 Treasury shares

	 NOTE 25	 Retirement benefits

The company has 118,530 treasury shares with a par value of NOK 0.25 (6,930 treasury shares with a par value of NOK 0.25  
in 2006). Treasury shares have been bought to sell to employees and as part of the consideration for company acquisitions.  
No shares were bought from related parties in 2007.

Share transactions	 2007	 2006

Number acquired	  429 300 	  116 600 
Cost	  52 325 	  12 247 
Number sold to employees	  229 700 	  31 652 
Shares forming part of the consideration for company acquisitions (number)	  88 000 	  82 741 
Purchase price	  36 700 	  11 080 

Transactions charged directly to equity are specified in «Statement of changes in equity».

The Norwegian companies in the group are under an obligation 
to have an occupational pension scheme in accordance with 
the Norwegian Mandatory Occupational Pensions Act. The 
group’s pension schemes satisfy the requirements of the Act.

Defined-contribution plan
A defined-contribution pension scheme for all employees 
born in or after 1952 or employed in or after 2003 has been set 
up for the group’s employees in Norway. The contributions 
constitute 3.5 % of pay >2G<6G and 7 % of pay >6G<12G, 
where G is the national insurance base amount. Contributions 
to defined-contribution schemes are recognised in the income 
statement in the year to which they relate.

Defined-benefit pension plan
The group has a collective pension scheme for employees 
born in or before 1951 that is defined as a defined-benefit 
plan. The scheme only covers retirement pension. The plan 
aims to pay benefits of 60 % of pay level up to 12G (national 
insurance base amount) at retirement. The retirement age is 67 
and there is a 15-year payment period. Parts of the retirement 

benefit payments are covered by the Norwegian National 
Insurance Scheme and expected payments from it. The 
remainder is financed by funds in insurance companies. At the 
end of 2007 there were 127 (148) active participants in the 
scheme and 94 (96) pensioners. 

All employees in Norway are also entitled to retire with an AFP 
early retirement pension in accordance with a collective agreement 
between the Norwegian Federation of Trade Unions and the 
Confederation of Norwegian Business and Industry. The pension 
period is from 62 to 67 years of age and the group’s excess is 
25 %. Future liabilities connected with this scheme are 
financed through operations and are unfunded. At the end of 
the year the group had 16 AFP pensioners. The expense for the 
year and future liabilities connected with this scheme have 
been included in the statements below. 

Employees in Sweden are members of two defined-benefit 
multi-company schemes. In 2007 the schemes covered 171 
(166) people. 

Accounts group
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cont. note 25

	 2007	 2006
Retirement benefit obligations and plan assets	 Funded	U nfunded	 Total	 Funded	U nfunded	 Total
NOK 1,000

Change in gross retirement benefit obligations
Gross retirement benefit obligations at 1 January 	 73,509	 2,378	 75,887	 72,488	 1,576	 74,064
Present value of current year’s accruals	 3,061		  3,061	 2,614		  2,614
Interest expense of retirement benefit obligations	 3,430	 144	 3,574	 3,050	 68	 3,118
Actuarial loss/gain	 5,279	 1,419	 6,698	 -1,539	 1,396	 -143
Retirement benefit payments/ 
free policies	 -3,588	 -1,011	 -4,599	 -3,103	 -663	 -3,766
Gross retirement benefit obligations at year end	 81,691	 2,930	 84,621	 73,510	 2,377	 75,887

Change in gross plan assets
Fair value of plan assets at 1 January	 74,083		  74,083	 68,778		  68,778
Expected return on pension funds	 3,419		  3,419	 3,188		  3,188
Actuarial loss/gain	 -5,159		  -5,159	 1,654		  1,654
Premium payments 	 6,392		  6,392	 3,567		  3,567
Retirement benefit payments/free policies	 -3,587		  -3,587	 -3,103		  -3,103
Fair value of plan assets at year end	 75,148		  75,148	 74,084		  74,084

Net retirement benefit obligations	 6,543	 2,930	 9,473	 -573	 2,377	 1,804
Social security costs	 923	 413	 1,336	 622	 335	 957
Deviations from estimates not  
recognised in income statement	 -5,856	 -385	 -6,241	 5,159	 -1,540	 3,619
Net book retirement benefit obligations at year end	 1,610	 2,958	 4,568	 5,208	 1,172	 6,380

Actual return on plan assets for previous year	 3,681		  3,681	 3,825		  3,825
Expected premium payment for next year	 6,762		  6,762	 4,262		  4,262
Expected benefit payments for next year	 -3,669	 -1029	 -4,698	 -3,153	 -991	 -4,144

Changes in obligations			    			    
Net book retirement benefit obligations at 1 January	 3,832	 2,549	 6,380	 5,280	 4,908	 10,187
Retirement benefit expense recognised in income statement 	 5,071	 1,563	 6,634	 2,707	 -1,603	 1,104
Premium payments inc. social security costs	 -7,293		  -7,293	 -4,155		  -4,155
Retirement benefit payments, unfunded schemes		  -1154	 -1,154		  -756	 -756
Net book retirement benefit obligations at year end	 1,610	 2,958	 4,568	 3,832	 2,549	 6,380
 
Book plan assets 			    	 1,368		  1,368
Book retirement benefit obligations	 1,610	 2,958	 4,568	 5,198	 2,549	 7,746

Development	 2007	 2006	 2005
Gross retirement benefit obligations at year end	 84,621	 75,887	 74,064
Fair value of plan assets at year end	 75,148	 74,083	 68,778
Net retirement benefit obligations at year end before social security costs	 9,473	 1,804	 5,286

Actuarial loss/gain on retirement benefit obligations	 6,698	 -143	 -4,690
Actuarial loss/gain on plan assets	 -5,159	 1,654	 -18,324

In line with the transitional rules relating to the amendment of IAS 19 in December 2004 the above information has been estab-
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lished prospectively from the 2005 financial year onwards.

		  31.12.06/	 31.12.05/	
Assumptions for actuarial calculations:	 31.12.07	 01.01.07	 01.01.06	 01.01.05
Discount rate	 4.80 %	 4.35 %	 4.30 %	 5.00 %
Return on pension plan assets *	 5.80 %	 5.40 %	 5.30 %	 6.00 %
Pay growth	 4.50 %	 4.50 %	 2.50 %	 3.00 %
Adjustment of National Insurance base amount	 4.25 %	 4.25 %	 2.00 %	 2.50 %
Adjustment of pensions	 2.00 %	 1.60 %	 2.00 %	 2.50 %
Turnover	 10.00 %	 7.00 %	 7.00 %	
Disability	 **

* Based on historical return for Norwegian life companies
** K1963 adjusted for observed development

Life expectancy  	 Men	 Women
65 years of age	 82.60	 84.89
45 years of age	 77.10	 82.42
40 years of age	 76.76	 82.18

	 2007		  2006
Distribution of plan assets by investment category:	 31.12	 Actual return	 31.12	 Actual return
Norwegian shares	 3.5 %	 15.00 %	 3.5 %	 32.90 %
International shares	 15.9 %	 6.50 %	 13.0 %	 9.80 %
Money market	 17.3 %	 3.90%	 25.1 %	 3.10 %
Bonds	 1.5 %	 4.40 %	 1.2 %	 2.00 %
Held-to-maturity bonds	 36.4 %	 4.90 %	 32.7 %	 5.10 %
Property	 18.5 %	 15.60 %	 17.3 %	 18.20 %
Alternative investments	 2.5 %	 8.70 %	 2.1 %	 15.40 %
Other	 4.4 %	 3.20 %	 5.1 %	 1.80 %
	 100.0 %	 7.30 %	 100.0 %	 8.30 %

cont. note 25
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	 NOTE 26	 Interest-bearing loans and credits

	 NOTE 27	 Operating leases

NOK 1,000	 	 Effective interest rate	 2007	 2006

Building loans and other bank loans		  6.5 %	 136,949	 105,714
Financial lease liabilities		  6.8 %	 84,937	 136,931
Other liabilities		  6.0 %	 6,427	 30,207
Loans for company acquisitions 1)		  6.0 %	 60,525	 106,861
Total interest-bearing loans and credits			   288,838	 379,712
Current liabilities			   159,085	 214,097
Non-current liabilities			   129,753	 165,615

The liabilities mature as follows:				  
Liabilities maturing within 1 year			   159,085	 214,097
Liabilities maturing in between 2 and 5 years			   124,267	 144,078
Liabilities maturing in more than 5 years			   5,486	 21,537
Total			   288,838	 379,712

1)  Including an obligation to redeem company’s minority shareholders of NOK 48 mill. 

Financial lease liabilities are due for repayment as follows:		  	 More than
2007	 0-1 year	 2-5 years	  5 years	 TOTAL
Repayments 	  29,320 	  50,131 	  5,486 	  84,937 
Interest	  4,777 	  6,050 	  318 	  11,145 
Minimum payment	  34,097 	  56,181 	  5,804 	  96,082 
				  
		  	 More than
2006	 0-1 year	 2-5 years	  5 years	 TOTAL
Repayments 	  42,613 	  81,460 	  12,858 	  136,931 
Interest	  5,437 	  7,132 	  932 	  13,501 
Minimum payment	  48,050 	  88,592 	  13,790 	  150,432  

See note 30 for further details.

Group as lessee
The group has entered into various operating leases for machinery, offices and other facilities. Most of the leases have an exten-
sion option.

The leases do not contain restrictions on the group’s dividend policy or financing options.

The group has the following future minimum liabilities relating to non-terminable operating leases at year end:

NOK 1,000	 2007	 2006	 2005

Machinery			 
Leasing of machinery, due within year 1	 34,097	 22,304	 14,704
Leasing of machinery, due in years 1-5	 52,177	 28,161	 21,099
Leasing of machinery, due after year 5			   168
Total	 86,274	 50,465	 35,971

cont. page 86
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cont. note 27

NOK 1,000	 2007	 2006	 2005

Office leases
Rent, due in year 1	 29,327	 16,544	 13,618
Rent, due in years 1-5	 178,891	 19,369	 25,057
Rent due after year 5	 339,384	 15,000	
Total	 547,602	 50,913	 38,675

Total			 
Operating lease liabilities due within 1 year	 63,424	 38,848	 28,322
Operating lease liabilities due in years 1-5	 231,068	 47,530	 46,155
Operating lease liabilities due after 5 years	 339,384	 15,000	 168
Total operating lease liabilities	 633,876	 101,378	 74,645

A 15-year lease was signed for new office premises at Helsfyr in Oslo in 2007. The lease will run from 2010 to 2025 and covers 
approx. 13 000 m2. The total minimum payment under the lease is NOK 341 mill.

Some of the assets leased under non-terminable operating leases are subleased. The figures for non-terminable leases are shown 
net of deductions for sublease income. Non-terminable operating leases are agreed for an average period of 5-10 years for offices 
and 3-5 years for machinery. Lease agreements normally contain a right to renew. In the cases of offices leases normally contain a 
clause for renewal at market rent once the minimum term expires.

An expense of NOK 71.2 million (97.0) is recognised in the consolidated income statement for operating leases for 2007. 

Group as lessor
Revenue of NOK 12.1 million (10.5) is recognised in the consolidated income statement for operating leases for 2007. The lease 
income includes approximately NOK 8.6 million (10.5) for the letting of warehousing and offices on short-term non-terminable 
leases. Most of the other lease income is for lodgings in accommodation blocks for subcontractors and short-term hire of machinery.

	 NOTE 28	 Provisions

NOK 1,000	 2007	 2006

Provision for warranty works	 39,373	 34,088
Rent provision	 3,436	
Total	 42,809	 34,088
		
Current liabilities	 39,373	 34,088
Non-current liabilities	 3,436	
Total	 42,809	 34,088

The warranty provision represents the management’s best estimate of the liability for ordinary building and civil engineering  
warranties and warranty liability under the Housing Construction Act. The warranty period is normally 3 years. The provision  
is for completed projects and is based on experience. 		

Accounts group
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	 NOTE 29	 Trade payables and other non-interest-bearing liabilities   

	 NOTE 30	 Financial instruments (IFRS 7)

NOK 1,000	 Note 	 2007	 2006

Trade payables		  1,137,349	 817,718
Public liabilities		  72,164	 134,933
Advances from customers	 20	 242,477	 99,985
Incurred holiday pay inc. social security costs		  80,545	 74,503
Other current liabilities and accruals		  33,425	 30,958
Total		  1,565,960	 1,158,096	

Trade payables and other current liabilities primarily consist of liabilities relating to purchases, advances on contracts, employee 
benefits, value added tax and other public liabilities.

Financial risk
The group is exposed to the following risks through the use of 
financial instruments: 

• Credit risk
• Market risk
• Interest rate risk
• Currency risk
• Liquidity risk

This note provides information on exposure to each of the 
above risks, and the goals, principles and processes for measur-
ing and managing risk. Further quantitative information is 
included elsewhere in the consolidated accounts.

The Board has the overall responsibility for setting up and 
supervising the group’s risk management framework. Risk 
management principles have been established with a view  
to identify and analyse the risk to which the group is exposed, 
laying down limits for risk and relevant controls, monitoring 
risk and complying with limits. Risk management principles 
and systems are reviewed regularly so as to reflect changes in 
activities and market conditions. By means of training and risk 
management standards and procedures the aim is to develop  
a disciplined and constructive environment of control, in which 
every employee understands his/her roles and duties.

The group uses financial instruments such as bank loans and 
settlement agreements in connection with company acquisi-
tions. The purpose of these financial instruments is to raise 
capital for investments needed for the group’s activities. The 
group also has financial instruments such as trade receivables, 
trade payables, etc., which are directly linked to the day-to-day 
operation of the business. 

The group did not use financial derivatives or hedging instru-
ments in 2007 or 2006.

(1) Credit risk
A credit risk is the risk of financial loss if a customer or other party 
to a financial instrument does not manage to fulfil his contrac-
tual obligations. A credit risk usually arises as a consequence of 
the group’s trade receivables and investments in securities. 

Trade and other receivables 
The management has laid down guidelines for granting credit 
and exposure to credit risk is monitored continuously.

The group is mainly exposed to credit risk in respect to trade 
and other current receivables. The group’s exposure to credit 
risk is principally affected by individual circumstances relating 
to a particular customer. Other circumstances, such as the 
demography of the customer base and geographical factors, 
etc., do not have much effect on credit risk. 

The amounts shown in the balance sheet are net of provisions for 
anticipated losses. Provision is made for losses when a credit risk can 
be expected to result in a loss based on experience. If a credit risk 
is identified on the contract date, the company will ask for a bank 
guarantee as security for payment in accordance with the contract.  

The group’s largest customers are the Norwegian Public Roads 
Administration, Statoil and ConocoPhillips. These customers are 
either government agencies or have a high international credit 
ranking and the management judges the credit risk they repre-
sent to be minimal. According to the Norwegian standard for 
building and construction contracts, the customer must provide 
security of 15-17.5 % of the contract price for fulfilment of his con-
tractual obligations. The contractor is not generally obliged to start 
work on a contract before he receives security from the customer. 

The rest of the group’s credit risk is spread over a large number 
of contract partners and homebuyers. Homebuyers always pay 
a deposit of at least 10 % of the purchase price on entering 
into a purchase contract. The company has a vendor’s fixed 
charge on sold housing units. The credit risk is spread over a 
large number of homebuyers and is considered low.

cont. page 88
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Historically the company’s losses on receivables have been 
insignificant.

Cash and cash equivalents and money market investments
Investments in money market securities, certificates, etc., are 
permitted only in the case of liquid securities and only with 

	 	

	 2007	 2006

Financial assets
Interest-bearing receivables (non-current)	 22,200	 22,873
Other receivables (non-current)	 1,162	 450
Trade and non-interest-bearing financial receivables	 1,255,208	 1,111,389
Interest-bearing receivables	 6,907	 400
Cash and cash equivalents	 135,638	 150,078
	 1,421,115	 1,285,190

	 	

	 2007	 2006

Trade receivables – customer type
Projects for clients	 902,788	 881,707
Projects for own account	 84,120	 17,169
	 986,908	 898,876

	 	

	 Note	 2007	 2006

Trade receivables – age distribution
1-30 days overdue		  136,500	 180,809
31-60 days overdue		  18,481	 14,355
61-90 days overdue		  12,001	 6,361
91-120 days overdue		  25,227	 6,204
More than 120 days overdue	 32	 191,723	 232,835
Total receivables overdue but not written down		  383,932	 440,564
Receivables not yet due		  602,976	 458,312
Total receivables written down		  986,908	 898,876

The tables below show maximum credit exposure. Maximum credit exposure corresponds to book value.

Risk exposure and sensitivity analyses:

Maximum exposure to credit risk in respect of trade receivables on the balance sheet date according to customer type:

Maximum exposure to credit risk in respect of trade receivables on the balance sheet date according to age (impairment loss):

A relatively large proportion of trade receivables are more than 120 days overdue. This is linked to the complexity of the final 
account. The final account/invoice lists all the work done under the contract against the contract price. In addition, the actual 
work done will normally include items that are not described in the contract and the parties have to reach agreement on how 
such items are to be priced and how quantities are to be calculated. This work will normally take several months and in the case 
of complex contracts can take up to a year. Impairment owing to unwillingness or inability to pay is rare. Changes in the value of 
the receivables are primarily due to changes in project revenue estimates, and are entered as an adjustment to project revenue. 

counterparties with good creditworthiness. The credit risk 
linked to cash and cash equivalents is limited, as the counter-
parties are banks with high credit ranking that is assessed and 
published by international credit rating institutes such as Moody’s 
and Standard & Poors. The strict creditworthiness requirements 
mean that counterparties are expected to fulfil their obligations.

cont. note 30
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cont. note 30

(2) Market risk
(2.1) Interest rate risk
The group is exposed to interest rate risk for building activities in general and home building in particular, where the general level of 
interest rates will have an impact on the saleability of completed homes and consequently the company’s invested capital. The 
company endeavours to minimise this risk by requiring advance sales of housing units and deposits from homebuyers. AF Gruppen’s 
financing is based on variable interest rates and the group is therefore exposed to interest rate risk. See also the description in note 26.

The group does not use derivatives to adjust effective interest rate exposure.

The average effective rate of interest for financial instruments at the turn of the year was as follows:

	 2007	 2006

Cash and cash equivalents	 5.6 %	 2.7 %
Bank overdraft facilities	 6.3 %	 3.0 %
Building loans	 6.5 %	 3.0 %
Financial leases	 6.8 %	 3.6 %
Other non-current liabilities	 6.0 %	 5.0 %

At the end of the year the interest rate profile for the group’s interest-bearing financial instruments was as follows:
	

NOK 1,000	 2007	 2006

Variable-rate instruments
Financial assets	 175,545	 156,321
Financial liabilities	 -293,406	 -386,090
Net	 -117,861	 -229,769

The group has not entered into any agreements in respect of fixed-rate financial assets or liabilities.

Sensitivity analysis of cash flow for variable-rate instruments:
A change in the interest rate by 100 base points (bp) on the balance sheet date would have increased/reduced the earnings 
impact (after tax) over the coming year by the amounts shown in the table below. The analysis assumes that other variables 
remain constant. The analysis was performed on the same basis for 2006 with the earnings impact it would have for 2007.

	 Net profit
	 100 bp increase	 100 bp reduction
31 December 2007
Variable-rate instruments	 -849	 849
31 December 2006
Variable-rate instruments	 -1,654	 1,654

(2.2) Currency risk
AF Gruppen is to some extent exposed to currency fluctuations linked to net investment in foreign units that have SEK as their  
functional currency. From time to time the group will also be exposed to currency risk of an operational nature, typically linked to  
the purchase of goods in foreign currency. With regard to currency risk that arises as a result of financial instruments quoted in  
a foreign currency, i.e. a currency other than the functional currency in which it is measured, the group’s exposure is considered  
insignificant in both 2006 and 2007.

cont. page 90
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(2.3) Other price risk
	 	

	 2007	 2006

Financial assets
Market-based shares (fair value through profit or loss)	 10,800	 17,030

The shares are recognised at fair value through profit or loss. Earnings impact is recognised continuously. 

(3) Liquidity risk
Liquidity risk is the risk of the group not being able to service its due financial obligations. The group’s strategy for handling liquid-
ity risk is to have sufficient cash and cash equivalents at all times to be able to fulfil its financial obligations when due, in both nor-
mal and extraordinary circumstances, without risking unacceptable losses or damaging its reputation. 

Surplus liquidity is mainly invested in investment funds consisting of listed shares.

The following table provides a summary of the maturity structure of the group’s financial liabilities based on undiscounted  
contractual payments. In cases where the other contracting party can demand early redemption, the amount is included in the 
earliest period in which payment can be required by the other party. If liabilities are subject to redemption on demand, they have 
been included in the first column (under 6 months): 

	
Term remaining

			    	   			  Contractual
31.12.2007	B ook	U nder 6	 6-12	 1-2	 2-5	 Over	 cash-
Non-derivative liabilities	 value	 months	 months	 years	 years	 5 years	 flow
Building loans and other bank loans	  136,949 	  56,307 	  58,162 	  28,815 			    143,283 
Financial lease liabilities	  84,937 	  17,049 	  17,049 	  11,237 	  44,945 	  5,803 	  96,082 
Other non-current liabilities	  6,427 	  6,427 					      6,427 
Loans for company acquisitions	  60,525 	  12,777 		   51,729 			    64,506 
Trade payables and other financial liabilities	  1,251,319 	  1,251,319 					      1,251,319  
Total	  1,540,157 	  1,343,878 	  75,210 	  91,781 	  44,945 	  5,803 	  1,561,617 

31.12.2006
Building loans and other bank loans	  105,714 	  24,050 	  27,618 	  54,046 			    105,714 
Financial lease liabilities	  136,931 	  32,034 	  16,016 	  17,718 	  70,874 	  13,790 	  150,432 
Other non-current liabilities	  30,207 	  862 	  2,661 	  3,856 	  8,804 	  14,024 	  30,207 
Loans for company acquisitions	  106,861 	  101,261 	  2,800 	  2,800 			    106,861 
Trade payables and other financial liabilities	  923,179 	  923,179 					      923,179 
Total	  1,302,892 	  1,081,386 	  49,095 	  78,420 	  79,678 	  27,814 	  1,316,393 

See Note 26 for information on interest-bearing loans and liabilities in respect of financial leases. 

Other note information
No financial assets have been reclassified in such a way as to change the valuation method from amortised cost to fair value or 
vice versa.
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Fixing of fair value	 2007	 2006

		B  ook	 Fair	B ook	 Fair
		  value	 value	 value	 value
Financial assets
Market-based shares (fair value through profit or loss)	 2)	 10,800	 10,800	 17,030	 17,030
Total financial assets at fair value through profit or loss		  10,800	 10,800	 17,030	 17,030
Interest-bearing non-current receivables 	 4)	 22,200	 22,200	 24,241	 24,241
Other non-current receivables	 4)	 1,162	 1,162	 450	 450
Trade and non-interest-bearing financial receivables	 3)	 1,255,208	 1,255,208	 1,111,389	 1,111,389
Interest-bearing receivables	 3)	 6,907	 6,907	 400	 400
Cash and cash equivalents	 3)	 135,638	 135,638	 150,078	 150,078
Total loans and receivables		  1,421,115	 1,421,115	 1,286,558	 1,286,558

Financial liabilities
Bank overdraft facilities	 1)

Building loans and other bank loans	 5)	 -136,949	 -136,949	 -105,714	 -105,714
Loans for company acquisitions	 5)	 -60,525	 -60,525	 -106,861	 -106,861
Other liabilities	 5)	 -6,427	 -6,427	 -30,207	 -30,207
Financial lease liabilities	 5)	 -84,937	 -84,937	 -136,931	 -136,931
Total interest-bearing debt		  -288,838	 -288,838	 -379,713	 -379,713
Trade payables and current non-interest-bearing financial liabilities	 3)	 -1,251,319	 -1,251,319	 -923,179	 -923,179
Total other financial liabilities		  -1,540,157	 -1,540,157	 -1,302,892	 -1,302,892

1) �At the end of the year the group had at its disposal unused bank overdraft facilities of NOK 377 million (305) linked to a group 
account system. In the group account system AF Gruppen ASA has the direct account with the bank. Other accounts in the 
group account system are regarded as intra-group matters. All the terms of the loan agreement relating to bank overdraft facilities 
were met in 2007 and 2006. On the balance sheet date there were no net drawings on the bank overdraft facilities. The company 
has a three-year combined loan and overdraft facility of NOK 900 million with Handelsbanken. In addition to an overdraft facility, 
this arrangement includes a loan facility for the purchase of plant and equipment in the amount of NOK 123 million plus a 
building loan and reserve facility of NOK 400 million.

2) �The fair value of market-based shares is based on official listings at the end of the year. 

Fair value through profit or loss:
	 2007	 2006

01.01.08	  17,030 	 11,152 
Additions
Disposals	 -8,430
Changes in value	 2,200	 5,878
31.12.08	 10,800	 17,030

3) �The fair value of cash and cash equivalents, trade receivables, other current receivables and trade payables are judged to be 
equal to book value based on the short time frame for this type of financial instrument. 

4) �The group has valued variable-rate (and, where relevant, fixed-rate) non-current receivables on the basis of interest rates, market risk, 
individual credit ratings and other risk factors linked to each financial instrument. Account has been taken of possible provisions for bad 
debts based on the assessments made. No discrepancies between book value and fair value had been identified as of 31 December 2007.

5) �The fair value of bank loans, other current payables, liabilities and financial leases has been estimated using future cash flows based 
on current market interest rates and the term remaining. All interest-bearing liabilities have a variable interest rate. Building loans are 
raised to finance the development of projects for own account. Projects for own account are not normally started unless 50 % of 
the housing units have been sold. Projects for own account are often organised in the form of development companies in which 
the group owns 50 % of the shares. The partners in the development companies are jointly and severally liable for the 
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	 NOTE 31	 Capital management

The main objective behind the group’s management of its 
capital structure is to ensure that it always maintains a good 
credit rating so as to obtain reasonable loan terms from lend-
ers that are proportionate to the activity being conducted. 

The group manages its capital structure and makes the necessary 
changes to it based on continuous assessment of the economic 
conditions under which business is conducted and prospects 
in the short and medium term.

The group’s capital structure is managed by adjusting dividends, 
buying back treasury shares, reducing the share capital or issuing 
new shares. No changes were made to the guidelines in this 
area during 2006 or 2007.

The group monitors its capital structure by looking at the debt 
ratio, which is defined as net interest-bearing debt divided by 
shareholders’ equity plus net interest-bearing debt. The group’s 
policy is to have a debt ratio of between 20 % and 50 %. 

	 2007	 2006

Interest-bearing debt	 293,406	 387,458
Interest-bearing receivables	 -29,107	 -24,641
Shares held as current assets	 -10,800	 -17,030
Cash and cash equivalents 	 -135,638	 -150,078
Net interest-bearing debt	 117,861	 195,709
Total shareholders’ equity including minority interests	 569,978	 534,122
Total shareholders’ equity and net interest-bearing debt	 687,839	 729,831
Debt ratio	 17.1 %	 26.8 %

companies’ liabilities. The development companies have building loan limits for the financing of all commenced projects. The 
lending rate for building loans and bank loans in 2007 was linked to the 1-month NIBOR + margin. The margin ranged from 0.4 % 
to 0.7 %. Loans are included at fair value when recognised in the balance sheet for the first time. 

Interest-free loans relating to company acquisitions are discounted at 6.0 % interest, which corresponds to the market rate for 
equivalent market loans. All loans relating to company acquisitions are in NOK

Large acquisitions are often leased under financial leases. The average leasing period is around 5 years. When a lease is entered into, the 
payment plan is arranged so that the repayment element of the lease payment corresponds to depreciation. This means that the 
present value of leases is equal to the book value of leased objects. The interest rate on leases is the 3-month NIBOR + margin. 

The leasing companies retain title to the leased objects as security for the lease liabilities.

	 NOTE 32	 Contingencies

The performance of building and civil engineering 
assignments occasionally leads to disagreements/ 
disputes between the contractor and client regarding 
how the underlying contract is to be understood.  
The company prefers to resolve such disagreements/
disputes by means of negotiation outside the courts. 
At the end of 2007 AF Gruppen is involved in the  
following lawsuits of major significance:      

AF Gruppen took legal action in 2000 against the  
Norwegian Government in the shape of the Ministry 
of Transport and Communication in respect of settle-
ment for construction of Parcel 4 - Oslofjord Tunnel. 
Judgment was passed in Drammen District Court in 
the autumn of 2002. The Norwegian Government in the 

shape of the Ministry of Transport and Communica-
tion appealed against the ruling to the Court of 
Appeal. Judgment in the dispute relating to Parcel  
4 was passed in Borgarting Court of Appeal in the 
spring of 2004. AF Gruppen appealed against parts of 
the ruling to the Appeal Committee of the Supreme 
Court of Norway. In 2005 the Supreme Court 
approved the appeal and referred the case back to 
the Court of Appeal. The parties reached settlement 
out of court in March 2008.

Pecunia AS took legal action against AF Skandinavia 
in respect of settlement for construction of Det Nye 
Grønlandskvartalet, construction stage 4. Judgement 
was passed in Oslo District Court autumn 2007. AF 

Skandinavia appealed against the ruling to Borgarting 
Court of Appeal autumn 2008.

Bravida Oil & Energy was a subcontractor for AF  
Skandinavia on Oset water purifying plant. Bravida  
Oil & Energy took legal action against AF Skandinavia 
in respect of settlement of remuneration. A defence 
reply will be sent May 2009. Arbitration is scheduled 
for November 2008.

A subsidiary, AF Skandinavia, has issued two writs 
against Vetco Aibel in respect of a dispute relating  
to settlement for work done on the Ormen Lange 
project. A hearing has been scheduled for Oslo  
District Court in August 2008.

Accounts group
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	 NOTE 33	 Related parties 

	 NOTE 34	 Events after the balance sheet date

	 NOTE 35	 Pledged assets and guarantees

The group’s related parties consist of associates (note 17), joint 
ventures (note 16), OBOS, Aspelin-Ramm Gruppen and members 
of the Board of Directors and Corporate Management Team.

AF Bygg Oslo has ongoing contracts with OBOS Gruppen and 
Aspelin-Ramm Gruppen. The contracts were won in competition. 
Representatives of these companies are members of the Board 
of Directors of AF Gruppen ASA. There are no other agreements 
or transactions with related parties.

Nothing has happened and no new information has come to light in 2008 that would have a significant impact on the 2007 
annual accounts.

Members of the Board of Directors and management of the 
group and their immediate families control 36 % of the shares 
in AF Gruppen ASA.

No loans were made to members of the Board of Directors and 
management in 2006 or 2007.

NOK 1,000	 2007	 2006

Book liabilities secured by pledges, etc.	 207,167	 182,939
		
Book value of pledged assets		
Land and buildings		  3,962
Leased machinery 	 84,937	 137,105
Trade and non-interest-bearing receivables	 2,938	 733
Projects for own account	 164,106	 77,203
Warranty liabilities                      	 1,025,479	 990,773

In connection with contracts entered into the company is subject to the usual contracting obligations with associated guarantees. 
The entire group is jointly and severally liable for the group’s warranty liabilities. Negative pledges have been made for the  
warranty liabilities.

Through participation in joint ventures the company could be held liable for the ability of other participants to fulfil their obligations. 
Joint and several liability cannot be enforced until the company in question is unable to fulfil its obligations, however.

Business transactions with related parties:
NOK 1,000	 Building contracts
OBOS Gruppen	 2007	 2006	 2005
Contract value	 407,000 	  81,250	
Turnover	 67,111	  31,430 	 2,237
Receivables	 8,759	 13,060 	  42

	 Lease contracts
OBOS Gruppen	 2007	 2006	 2005
Annual rent (index-linked)	 13,770 	 12,397	 12,583

	 Building contracts
Aspelin-Ramm Gruppen	 2007	 2006	 2005
Contract value			   51,000
Turnover			   21,031 
Receivables			    158 
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Income statement

NOK 1,000	 Note	 2007	 2006	 2005

	
Operating revenue	 2		  5,550	 17,218
Payroll and social security expenses	 3		  2,642	 6,162
Other operating expenses	 3,4	 -572	 3,801	 9,278
Operating expenses		  -572	 6,442	 15,440
Operating profit		  572	 -892	 1,778
Revenue from investments in subsidiaries	 7	 169,008	 88,698	 51,314
Other financial items	 5	 3,197	 7,686	 7,870
Net financial items		  172,205	 96,384	 59,184
Pre-tax profit		  172,777	 95,492	 60,962
Tax expense	 6	 439	 321	 3,329
Profit for the year		  172,338	 95,171	 57,633
				  
ALLOCATIONS				  
Allocated to/(transferred from) reserve for valuation differences	 11	 16,815	 -933	 30,487
Proposed dividend	 11	 82,619
Allocated to other equity	 11	 72,904	 96,104	 27,146
Total allocations		  172,338	 95,171	 57,633

Accounts AF Gruppen ASA
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Balance sheet

NOK 1,000	 Note	 2007	 2006

Assets
Non-current assets
Deferred tax asset	 6	 2,601	 3,040
Investments in subsidiaries	 7	 458,565	 474,259
Total non-current assets		  461,166	 477,299
 			 
Current assets			 
Other receivables			   1,431
Group companies	 10	 25,146	 6,157
Shares held as current assets	 5,8	 10,800	 16,800
Cash and cash equivalents		  14,981	 62,369
Total current assets		  50,927	 86,757

Total assets		  512,093	 564,056

Equity and liabilities
Equity
Contributed equity
Share capital (13,769,888 shares with par value of NOK 0.25) 	 11.12	 3,442	 3,442
Treasury shares	 11	 -30	 -2
Contributed equity - transactions in treasury shares	 11		  8,748
Total contributed equity		  3,412	 12,188

Retained earnings
Fund for valuation differences	 11	 246,685	 267,141
Other equity	 11	 177,745	 180,502
Total retained earnings		  424,430	 447,643
Total equity	 11	 427,842	 459,831

Liabilities
Current liabilities
Interest-bearing loans and credits	 9		   74,333 
Trade accounts payable and non-interest-bearing debt	  	  1,632 	  3,607  
Proposed dividend	 11	 82,619
Group companies	 10	   	  26,285 
Total current liabilities		  84,251	 104,225
Total equity and liabilities		  512,093	 564,056

as at 31 December

                                                                     		O  slo, 31 March 2008

                                                                    		  Lars A. Christensen 

			   Chairman

 

	P ål Egil Rønn	E rik Frogner	  Leif Jørgen Moger	 Leif  Andersson	 Anne Mürer	

	 CEO 	E mployee rep.

 

	 Long Litt Woon	 Carl Henrik Eriksen 	 Arne Røthe	R une Viggo Dale 	 Mari Broman  

			    Employee rep.	  Employee rep.
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Cash flow statement

NOK 1,000	 	 2007	 2006	 2005

Cash flow from operating activities
	 +	Operating profit	 572	 -892	  1,778 
	 -	Interest paid	 -501	 -3,708	  -1,961 
	 -	Income tax paid			       
	 =	Cash flow from operating activities before changes  
		 in working capital and depreciation	 71	 -4,601	  -183 

	 +/-	Change in non-interest bearing receivables  
		 and balances with group companies	 116,359	 -132,369	  250,549 
	 +/-	Change in trade payables and other non-interest-bearing debt	 -1,975	 -3,112	  -3,312 
	 +/-	Difference in retirement benefits carried as expense/paid 		  -364	  -200 
	 =	Net cash flow from operating activities	 114,455	 -140,446	  246,854 

	Cash flow from investing activities
	 +	Proceeds from interest and other financial income	 1,498	 5,746	  9,831 
	 -	Acquisition of companies	 -2,571	 -32,153	  -98,885 
	 +/-	Other investments	 8,200		   1,848 
	 =	Net cash flow from investing activities	 7,127	 -26,407	  -87,206 

Cash flow from financing activities
	 +	Proceeds from interest-bearing current liabilities		  65,531	    
	 +	Proceeds from sale of treasury shares	 26,500	 11,080	  25,670 
	 -	Purchase of treasury shares	 -52,325	 -12,247	
	 -	Repayment of interest-bearing current liabilities	 -74,333		   -23,512 
	 -	Repayment of interest-bearing non-current liabilities		  -43,521	  -6,596 
	 +/-	Change in interest-bearing receivables		  1,097	  7,977 
	 -	Payment of dividend	 -68,812	 -41,310	  -66,973 
	 +	Proceeds from group companies		  147,863	  4,515 
	 =	Net cash flow from financing activities	 -168,970	 128,493	  -58,919 
				  
	 +	Net change in cash and cash equivalents over the year	 -47,388	 -38,360	  100,729 
	 +	Cash position at 1 January	 62,369	 100,729	
	 =	Cash position at end of year	 14,981	 62,369	  100,729 

Accounts AF Gruppen ASA
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Notes

	 NOTE 1	 Accounting policies

General

The annual accounts are laid out in accord-

ance with the Norwegian Accounting Act 

of 1998.  The accounting polices are 

described below.

For information on related parties, the 
sale/purchase of business areas, earnings 
per share and events after the balance 
sheet date, please see the relevant notes 
to the consolidated financial statements.

AF Gruppen ASA is a publicly traded 

company registered in Norway.  The 

company’s head office is at Vitaminveien 

1A, 0485 Oslo, Norway. 

AF Gruppen ASA is primarily a holding 

company.  The group carried out major 

restructuring during 2006 and other 

activities were transferred to a subsidiary, 

AF Skandinavia AS.

The annual accounts for the parent com-

pany, AF Gruppen ASA, were approved for 

publication by the Board of Directors on 

31.03.08.

Principal rules for the assessment and 
classification of assets and liabilities

Assets intended for long-term ownership 

or use are classified as non-current assets.  

Other assets are classified as current assets. 

Receivables payable within a year are 

classified as current assets.  The classifi-

cation of current and non-current liabili-

ties is based on similar criteria.

Non-current assets are valued at cost 

but written down to the amount recov-

erable if it is lower than book value and 

not expected to be temporary.  Non-

current assets with a limited economic 

life are depreciated according to schedule.

Current assets are valued at cost or fair 

value, whichever is the lower.  Other 

non-current and current liabilities are 

valued at nominal value. 

Some items are valued using other poli-

cies, which are explained below.

Cash and cash equivalents

Cash and cash equivalents include bank 

deposits, cash and other means of pay-

ment with a maturity date within three 

months of acquisition. 

Shares in subsidiaries

Investments in subsidiaries are recog-

nised using the equity method. 

Shares held as current assets

Shares held as current assets are assessed 

at fair value on the balance sheet date. 

Receivables

Receivables are recognised at nominal 

value after the deduction of provisions 

for expected losses. Provisions for losses 

are made on the basis of an individual 

assessment of the individual receivables.

Assets and liabilities in foreign currency

Monetary items in foreign currency con-

tained in the balance sheet have been 

translated at the exchange rate prevail-

ing on the balance sheet date.

Revenue

Revenue is recognised when it is earned, 

i.e. when a claim for remuneration arises.  

This happens when the service is per-

formed, as the work is carried out.  Rev-

enue is recognised in the amount of the 

remuneration on the transaction date.   

Expenses

As a general rule, expenses are recog-

nised in the same period as related rev-

enue. In cases where there is no clear 

correlation between expenses and rev-

enue, the distribution is based on discre-

tionary criteria.  Other exceptions from 

the matching principle are specified 

where relevant.

Other financial items

Other financial items largely consist of 

interest income, value adjustment of 

securities and exchange rate gains/

losses on assets and liabilities in foreign 

currency.

Taxes

Tax expense is matched with the account-

ing profit before tax.  Tax linked to equity 

transactions is charged to equity.

Tax expense consists of current tax (tax 

on direct taxable income for the year) 

and changes in net deferred tax.  Deferred 

tax and deferred tax assets are presented 

net in the balance sheet.

Discount on sale of treasury shares

Discounts on targeted share issues and 

the sale of treasury shares to group 

employees are charged to equity at fair 

value on the allotment date.  The value 

of the discount is calculated using an 

option pricing model that takes account 

of the vesting period. 

Financial risk
Ordinary operation entails exposure to 
credit, currency and interest rate risk.

Credit risk
The management has laid down guide-
lines for granting credit, and exposure to 
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credit risk is monitored continuously.
Investments in securities, etc., are per-
mitted only in the case of liquid securities 
and only with counterparties with good 
creditworthiness.

	 NOTE 2	 Operating revenue

The company had no ordinary operating revenue in 2007 (NOK 5.6 million in 2006).

	 NOTE 3	 Payroll expenses and number of employees

NOK 1,000	 2007	 2006	 2005

Employee benefit expense
Pay			   2,075	 4,511
Social security costs			   293	 636
Retirement benefit costs				    199
Other remuneration			   274	 816
Total			   2,642	 6,162
Number of full-time equivalents employed in financial year		  0	 0	 5

AF Gruppen ASA had no employees in 2007. 

The CEO has been formally employed and paid by AF Skandinavia AS since 2006. The company has not granted loans or guarantees 
to the CEO, Chairman of the Board or other senior figures.

Remuneration of senior manager
			   Other
Corporate Management Team 2007	 Pay	B onus	 remuneration	 Total	 Ret. ben.
Per Aftreth, CEO until 30.04.2007	 962		  2	 964	 40
Pål Egil Rønn, CEO since 01.05.2007	 1,072		  107	 1,179	 24

The Board received remuneration of 1,265 in 2007 (950 in 2006).

Full information has been provided on salary schemes and remuneration for the CEO, Board and senior managers in the consolidate 
accounts. Please see note 7 to the consolidated accounts for further information.

Auditor
The fees paid to Deloitte AS are made up as follows:	 2007	 2006	 2005

Statutory audit 	  503 	  418 	  495 
Other assistance	 48 		   474 

The auditor’s fees are inclusive of value added tax.  

No fees were paid to cooperating companies.  

cont. note 1

Currency risk
The company has limited exposure to 
currency risk through investment in foreign 
operations through its subsidiary AF 
Skandinavia AS. The group’s exposure is 
to SEK.

Interest rate risk 
The company has limited exposure to 
interest rate risk in connection with invest-
ment in subsidiaries.

Accounts AF Gruppen ASA
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	 NOTE 4	 Other operating expenses

NOK 1,000	 Note 	 2007	 2006	 2005

Other operating expenses
Rent		  173	 583
Other rental expenses			   395
Audit fee	 3	 551	 418	 969
Sundry other operating costs	 -1,123	 3,209	 7,331
Total other operating expenses	 -572	 3,801	 9,278

	 NOTE 5	 Other financial items

NOK 1,000	 2007	 2006	 2005

Interest income	 1,498	 5,746	 2,598
Income from financial investments	 2,200	 5,648	 2,693
Foreign exchange gain			   4,540
Total financial income	 3,698	 11,394	 9,831
			 
Interest expenses	 380	 635	 1,961
Other financial expenses	 121	 3,073	
Total financial expenses	 501	 3,708	 1,961
Net other financial items	 3,197	 7,686	 7,870

	 NOTE 6	  Tax expense  

NOK 1,000	 2007	 2006	 2005

The tax expense for the year is made up as follows:  
Taxes payable 	    	     	     
Change in deferred tax 	  439 	  321 	  3,329  
Tax expense 	  439 	  321 	  3,329  

Reconciliation from nominal to effective rate of tax:  

Pre-tax profit 	  172,777 	  95,492 	  60,962 

Expected income tax at nominal rate (28 %) 	  48,378 	  26,738 	  17,069  

 Tax effect of following items: : 
 Non-deductible expenses 	     	     	  448 
 Non-taxable income 	  -47,939 	  -26,417 	  -16,486 
 Other items 	     	     	  2,298  
 Tax expense 	  439 	  321 	  3,329 
 Effective rate of tax	 0.26 %	 0.34 %	 5.46 %

cont. page 100
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NOK 1,000	 2007	 2006

	  Asset 	  Liability 	  Net 

Specification of temporary differences and tax loss  
carry-forward together with their net tax effect: 
Retirement benefits 	     	     	     
Provisions 	  1,413 	     	  3,607 
Deficit carried forward 	  7,876 	    	  7,251 
Total 	  9,289 	     	  10,858 
Deferred tax asset/liability 	  2,601 	    	  3,040 
Deferred tax asset not recognised in balance sheet 	     		     	
      
 Net deferred tax asset	  2,601 	     	  3,040 

 The deferred tax advantage is based on future revenue. The tax loss carry-forward of 7,876 is  not subject to a time limit. 

	 NOTE 7	 Subsidiaries

NOK 1,000

	 Date	 Office	I nterest	 Voting	 Primary activity
Name of company	 acquired	 address		  rights
Significant subsidiaries
AF Skandinavia AS	 05.09.85	O slo	 100.0 %	 100.0 %	 Civil eng., building, prop. dev., dem. 
AF Bygg Göteborg AB *)	 01.07.01	 Gothenburg	 100.0 %	 100.0 %	 Building, property development
Kilen Brygge AS  *)	 15.03.05	 Sandefjord	 100.0 %	 100.0 %	 Building, property development
AF Energi & Miljøteknikk AS  *) **)	 31.05.06	O slo	 100.0 %	 100.0 %	E nergy efficiency
AF Br. Glomsrød Entreprenør AS *)	 01.09.05	 Halden	 100.0 %	 100.0 %	 Building, property development
Mollier AS *)	 12.10.07	 Sandnes	 51.0 %	 51.0 %	E nergy efficiency
Palmer Gotheim Skiferbrudd AS *)	 01.01.07	O ppdal	 100.0 %	 100.0 %	 Slate quarry
Pålplintar AB *)	 14.01.00	 Södertälje	 100.0 %	 100.0 %	 Foundations

*) Owned by AF Skandinavia AS
**) Holst & Brå AS merged with Energi & Miljøteknikk AS on 1 January 2007.

Companies recognised according to equity method 	 AF Bygg Gøteborg 	  Kilen Brygge 	  AF Skandinavia 
Acquisition cost 	  99,459 	  40,650 	  69,200 
Book equity on purchase date 	  2,010 	  28,918 	  39,307 
Goodwill and other excess value 	  78,298 	  11,732 	  29,893  
Opening balance 01.01.07 	  118,357 	  38,459 	  317,443  
Share of profit for the year 	  10,017 	     	  167,810 
Dividend 	     		  -150 000    
Investment in 2007 	  2,571 	     	  154,443 
Depreciation of goodwill in 2007 	  -6,629 	    	  -2,190 
Demerger			   -23,000
Translation differences 	  -8,332 	     	 -5,941
Sale of subsidiaries ***) 	  -115,984 	  -38,459
Closing balance 31.12.07 	    	    	  458,565  

Book equity ex. excess value 			   454,187 
Goodwill 			    4,378  
Book value 31.12.07 	    		   458,565  

 ***) �Transfer of shares 
The shares in AF Bygg Göteborg AB and Kilen Brygge AS were transferred on 17 August 2007 as a non-cash contribution to AF 
Skandinavia AS. The investments in AF Skandinavia AS increase the corresponding book values of the investments in AF Bygg 
Göteborg AS and Kilen Brygge AS.

cont. note 6

Accounts AF Gruppen ASA
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	 NOTE 8	 shares held as current assets

Shares held as current assets
Shares held as current assets are assessed at fair value, with the value being calculated from the share price on the balance sheet date. 
The amount consists of shares in investment funds placed in listed shares. The cost of the investment was NOK 10,4 mill. In 2007 NOK 2,2 
mill was taken to profit in upward adjustment to fair value.

	 NOTE 9	 Interest-bearing loans and credits

	 Effective
NOK 1,000	 interest rate	 2007	 2006

Loans related to company acquisitions	  3 % - 5 %		  74,333

Bank overdraft facilities
At the end of the year the group had disposable unutilised bank overdraft facilities of NOK 305 million (NOK 305 million in 2006) 
linked to a group account system. In the group account system AF Gruppen ASA has the direct account with the bank. Other 
accounts in the group account system are regarded as intra-group matters. All the terms of the loan agreement relating to bank 
overdraft facilities were met in 2007 and 2006. On the balance sheet date there were no net drawings on the bank overdraft facilities.

Loans related to company acquisitions
Interest-free loans relating to company acquisitions are discounted from 3.5 % to 5.0 % interest, which  corresponds to the market 
rate for equivalent market loans. There were no loans for company acquisitions  in AF Gruppen ASA at year end.

	 NOTE 10	  Balances with companies in the same group

NOK 1,000	 2007	 2006

Current receivables
AF Bygg Göteborg AB			   6,157 
AF Skandinavia AS		  25,146
Total current receivables		  25,146	 6,157

Current liabilities			 
AF Skandinavia AS			   26,285
Total current liabilities			   26,285
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	 NOTE 11	 Equity

		  Contr. equity 		  Fund for		

	S hare-	 trans. 	 Treasury	 valuation	 Other	
NOK 1,000	 capital	 treasury shares	 shares	 differences	 equity	 Total
Equity at 01.01.2007	 3,442	 8,748	 -2	 267,141	 180,502	 459,831
Change in fund for valuation differences				    16,815	 -16,815	
Demerger in subsidiary				    -23,000		  -23,000
Translation differences				    -14,271		  -14,271
Purchase of treasury shares		  -52,218	 -107			   -52,325
Sale of treasury shares		  36,621	 79			   36,700
Reclassification of loss on teasury share transactions		  6,849			   -6,849	
Profit for the year					     172,338	 172,338
Dividend paid in 2007					     -68,812	 -68,812 
Proposed dividend 2007					     -82,619	 -82,619
Equity at 31.12.2007	 3,442		  -30	 246,685	 177,745	 427,842

1) Share capital laid down in Articles of Association - 13,769,888 shares with a par value of NOK 0.25
2) Number of paid-up shares issued - 13,769,888 shares with a par value of NOK 0.25

The company has 118,530 treasury shares with a par value of NOK 0.25 (6,930 treasury shares with a par value of NOK 0.25 in 2006).
Treasury shares have been bought to sell to employees and as part of the consideration for company acquisitions. No shares were 
bought from related parties in 2007.

Share transactions	 2007	 2006

Number acquired	  429,300 	  116,600 
Cost	  52,325 	  12,247 
Number sold to employees	  229,700 	  31,652 
Shares forming part of the consideration for company acquisitions (number)	  88,000 	  82,741 
Purchase price	  36,700 	  11,080  

Accounts AF Gruppen ASA
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	 NOTE 12	 Shareholder information

		  Voting rights/
Ownership structure	 Number	 interest %
Aksjonærer med eierandel >1 %
KB Gruppen Kongsvinger AS	  3,377,847 	 24.5
POA AS	  2,134,780 	 15.5
OBOS Forretningsbygg AS	  1,939,266 	 14.1
LJM A/S	  1,102,780 	 8.0
Moger Invest AS	  986,329 	 7.2
Aspelin-Ramm Gruppen AS	  818,408 	 5.9
Skogheim, Arne	  337,544 	 2.5
Staavi, Bjørn 	  292,972 	 2.1
Citibank N.A. 	  200,000 	 1.5
Evensen, Jon Erik	  142,000 	 1.0
Total with interest >1 %	 11,331,926	 82.3
Total for other shareholders	 2,437,962	 17.7
Total number of shares	 13,769,888	 100.0

There is only one class of shares with equal voting rights.

Shares held by senior figures at 31 December 2007
Board of Directors			   Number
Lars A. Christensen 1)	 Chairman of the Board		  15,000
Leif Jørgen Moger 2)	 Board Member		  1,105,080
Leif Andersson	 Board Member		  10,000
Peter Groth 3)	 Board Member		  2,300
Carl Henrik Eriksen 4)	 Board Member		
Anne Mürer	 Board Member		
Long Litt Woon	 Board Member		  800
Mari Broman	 Board Member		
Erik Frogner	E mployee Representative		  31,296
Rune Viggo Dale	E mployee Representative		
Arne Røthe	E mployee Representative		
Total			   1,164,476

CEO
Pål Egil Rønn	 CEO		  16,455

Corporate Management Team
Sverre Alf Hærem	E xecutive Vice President/CFO		   5,000 
Robert Haugen	E xecutive Vice President		   16,070 
Tore Fjukstad	E xecutive Vice President		   4,500 

1) Through Lactosa AS, which owns 15,000 shares.
2) Leif Jørgen Moger owns 2,300 shares plus the shares in LJM A/S. Leif Jørgen Moger also represents Mpger Invest AS.
3) Represents Aspelin Ramm Gruppen AS, which owns 818,408 shares, and Ringkjøb Invest AS, which owns 15,171.
4) Represents OBOS Forretningsbygg AS, which owns 1,939,266 shares.

The Board is authorised to acquire up to 10 % of the share capital. This authority is valid until the 2008 Annual General Meeting, 
which is scheduled for 9 May 2008. An option scheme for all employees of AF Gruppen ASA and subsidiaries was approved at  
an Extraordinary General Meeting held on 4 January 2008. The maximum number of options that can be granted is 2,500,000.
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Glossary/definitions

Financial ratios

Return on equity
Profit for the year/Average shareholders’ 
equity

Return on invested capital
(Pre-tax profit + interest costs + deprecia-
tion of goodwill)/average invested capital

Gross operating margin
Operating profit/operating revenue

EVA 
Economic value added = (return on invested 
capital – average capital costs before tax) 
*average invested capital* (1-rate of tax)

Equity ratio
Shareholders’ equity/total capital

Invested capital, closing balance
Shareholders’ equity + interest-bearing 
debt+accumulated depreciation of  
goodwill

Invested capital, average	
Average invested capital is calculated on a 
rolling basis over 12 months

Net debt ratio 
Net interest-bearing debt/shareholders’ equity

Other definitions

Own account
When AF buys lands, develops projects and 
then sells the properties on its own account.

H1-value
Number of injuries resulting in absence per 
million man-hours.
AF Gruppen includes all subcontractors 
when calculating its H1-value.

H2-value
Number of injuries resulting in absence + 
number of injuries requiring medical treat-
ment + number of injuries leading to alter-
native work per million man-hours.
AF Gruppen includes all subcontractors 
when calculating its H2-value.

HVAC 
Heating, ventilation, air-conditioning and 
cooling systems

AF glossary
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AF addresses

Addresses

AF Gruppen ASA
AF Skandinavia AS
AF Anlegg Underjord 
AF Anlegg Olje & Gass 
AF Anlegg Sjø & Havn 
AF Anlegg Samferdsel
AF Bygg Oslo
AF Byggfornyelse
AF Decom Onshore
AF Decom Offshore
AF Energi & Miljøteknikk
AF Eiendom

Vitaminveien 1 A, N-0485 Oslo
Post Box 34 Grefsen
N-0409 Oslo
T  +47 2289 1100
F +47 2289 1101

www.afgruppen.no

AF Bygg Øst
Sarpsborgveien 11 D
N-1640 Råde
T +47 6928 3500
F +47 6928 3501

AF Bygg Glomsrød  
Grønland 1
N-1767 Halden
T +47 6921 3600
F +47 6919 3309

BA Gjenvinning AS 
Postboks 53 
1309 Rud
T +47 2319 1690
F +47 2319 1698

Mollier AS
Forus Teknologipark
Forusbeen 210
N-4313 Sandnes
T +47 5196 2600
F +47 5196 2601

AF Bygg Gøteborg AB
Theres Svenssons gata 9
S-417 55 Gøteborg
T + 46 31 762 4000
F + 46 31 762 4100

AF Bygg Syd AB
Stasjonsgatan 37
S-302 45 Halmstad
T + 46 35 710 2000
F + 46 35 710 2001

AF Decom AB
Datavagen 37
S-43632 Askim
T + 46 31 762 5100
F + 46 31 762 5199

Pålplintar i Sverige AB
Borrvägen 3
S-155 93 Nykvarn
T + 46 8 550 650 50
F + 46 8 550 672 10

Svensk Kross och Åter- 
vinning AB (SKÅAB)
Nydalsvägen 6
S-192 77 Sollentuna
T + 46 8 626 9030
F + 46 8 626 9035




