BOARD OF DIRECTORS REPORT
ON CORPORATE GOVERNANCE

Aker BP ASA (Aker BP) aims to ensure the greatest possible value creation to
shareholders and society over time in a safe and prudent manner. A good mana-
gement and control model with a clear division of responsibility and roles between
the owners, represented by the shareholders in the General Meeting, the Board
of Directors and corporate management is crucial to achieve this.

1. IMPLEMENTATION AND
REPORTING ON CORPORATE
GOVERNANCE

The Board of Aker BP is responsible for actively adhering to
sound corporate governance standards.

Aker BP is a Norwegian public limited liability company
(ASA), listed on Oslo Bgrs and established under Norwegian
laws. In accordance with the Norwegian Accounting Act,
section 3-3b, Aker BP includes a description of principles
for corporate governance as part of the Board of Directors’
Report in the annual report or alternatively makes a refe-
rence to where this information can be found.

The Norwegian Corporate Governance Board (NCGB)

has issued the Norwegian Code of Practice for Corporate
Governance (the Code of Practice). The Code of Practice
can be found on www.nues.no. Adherence to the Code of
Practice is based on the “comply or explain” principle, which
means that a company must comply with all the recommen-
dations of the Code of Practice or explain why it has chosen
an alternative approach to specific recommendations.

Oslo Bars requires listed companies to publish an annual
statement of their policy on corporate governance in accor-
dance with the Code of Practice in force at the time. Issuer
Rules for companies listed on Oslo Bars is available at
www.euronext.com/en/markets/oslo.

Aker BP complies with the current edition of the Code of
Practice, issued on 17 October 2018, unless otherwise

specifically stated. The following statement on corporate
governance is structured in the same way as the Code of
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Practice, thus following the 15 chapters included in the Code
of Practice.

More detailed reporting on corporate governance issues can
be found on our website www.akerbp.com, in this Annual
report and in our Sustainability/ESG report.

Deviations to the code: None

2. BUSINESS

According to Aker BP’s Articles of Association article 3, its
objective is "to carry out exploration for, and recovery of,
petroleum and activities related thereto, and, by subscribing
for shares or by other means, to participate in corresponding
businesses or other business, alone or in cooperation with
other enterprises and interests’. Further information about
the Articles of Association is available at the company’s
website.

Through an annual strategy process, the Board defines and
evaluates the company’s objectives, main strategies, and
risk profiles for the company’s business activities such that
the company creates value for shareholders. Environmental,
social and governance issues are an important part of the
Board's annual strategy process. Together with the compa-
ny’s financial status, the objectives of the company are
communicated to the market.

It is Aker BP’s vision to create the leading independent offs-
hore exploration and production (E&P) company. To achieve
this, the company will carry out exploration, development
and production activities and be opportunistic in its appro-
ach to M&A, including buying and selling interests in compa-
nies, fields, and discoveries.
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In the beginning of 2020, the spread of the COVID-19 pande-
mic created increased uncertainty and disruption to the global
economy. Throughout the year, the Board’s objective has
been to make sure that Aker BP took all necessary measures
to protect its people and operations from the virus, and to
make sure the company is prepared to handle the potential
operational and financial consequences of the situation.

As described in the Board of Directors’ report, the company
rapidly mobilized its Incident Command System to further
strengthen the response to protect the health and safety of
the company’s employees and contractors, and to maintain
safe and reliable operations. The company’s policies and
procedures have proved effective and will remain in place for
as long as necessary.

An updated business plan was communicated to the market in
March 2020. All non-sanctioned field development projects
were put on hold, exploration spending and production costs
were reduced, and the original dividend plan was retracted.

Following the temporary changes to the Norwegian petro-
leum tax system, enacted by the Norwegian parliament in
June 2020, the company decided to resume its investment
plans. The changes and developments to the company’s
business plan have been communicated throughout the year,
following Aker BP's procedures for information and commu-
nications (see chapter 13). The company’s latest business
plan was communicated at its annual Capital Markets Update
on 4 February 2021.

In 2020, the company’s Code of Conduct has been updated
to ensure that employees, hired personnel, consultants and
others acting on behalf of Aker BP, operate in a consistent
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manner with respect to ethics and good business practice.
The Code of Conduct clarifies the company’s fundamental
ethical values and is a guideline for those making decisions
on behalf of the company. During the year, Aker BP has also
published a Human rights policy to clarify its human rights
commitments and describe how the company manages
human rights impacts in the supply chain and across its ope-
rations. The Code of Conduct and the Human rights policy
are both available on the company’s website.

The company demonstrates responsibility through actions,
the quality of its work, the projects, and products and all its
activities. The company’s ambition is that business activities
shall integrate social, ethical, and environmental goals and
measures. As a minimum, Aker BP will comply with laws,
regulations, and conventions in the areas where the company
operates, but the established set of ethical guidelines
extends beyond such compliance. Established procurement
procedures secure non-discrimination and transparency

in the procurement processes. Aker BP has established an
anti-corruption compliance program, and it is also stated in
the Code of Conduct that no form of corruption is tolerated.
Aker BP’s Anti-Corruption Policy sets out in more detail the
company’s expectations with regard to the actions of Aker
BP Representatives and Business Partners and is available on
the company’s website.

In addition, the company has a sponsorship policy and pro-
gram to promote the company and its activities. Guidelines for
the use of sponsorships are included in the sponsorship policy
and in the Code of Conduct. Aker BP supports measures that
improve the company’s brand and profile, and measures that
can be for the benefit of the employees. Information about
ongoing sponsorships are available on the company’s website.
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The company integrates considerations related to its stake-
holders into its value creation and shall achieve its objectives
in accordance with the Code of Conduct. In Aker BP’s annual
Sustainability Report, the company describes its business acti-
vities in terms of sustainability performance and development,
including information on matters that relate to human rights,
employee rights and social matters, the external environment,
the prevention of corruption, the working environment, equal
treatment, discrimination and environmental impact. The
report is available on the company’s website.

Deviations to the code: None

3. EQUITY AND DIVIDENDS

The Board seeks to optimize the company’s capital structure
by balancing risk, return on equity against lenders’ security
and liquidity requirements. The company aims to have a
good reputation in all debt and equity markets. The Board
continuously evaluates the company’s capital structure,
ensuring a capital and debt structure that is appropriate to
the company’s objective, strategy, and risk profile. This invol-
ves monitoring available funding sources and related cost of
capital. It is the company’s goal that over time, Aker BP’s sha-
reholders shall receive a competitive return on their invest-
ment through increased share price and cash dividends. The
Annual General Meeting (AGM) in April 2020 authorized the
Board to approve the distribution of dividends based on the
approved annual accounts for 2019. The background of this
proposal was to facilitate the company’s aim to distribute
dividends quarterly.

In 2020, the company paid USD 425 million in dividends to
shareholders, after retracting its original dividend plan as a
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response to the weak oil market and high uncertainty in the
global economy following the COVID-19 pandemic.

The company’s dividend policy is an integrated part of its
overall capital allocation framework, together with and
dependent on its financing and investment policies. The
ambition is to provide a reliable dividend which grows in
line with Aker BP’s long-term value creation. Aker BP pays
dividends in cash on a quarterly basis.

The company’s financial liquidity is considered to be good
with cash and cash equivalents of USD 538 million and
undrawn amounts on committed credit facilities of USD 4
billion as at 31 December 2020.

Aker BP is currently rated by three rating agencies, S&P,
Fitch, and Moody’s. S&P Global Ratings has assigned a

BBB- long-term corporate credit rating with stable outlook.
Fitch has also assigned a BBB- rating with stable outlook.

In February 2021, Moody's upgraded its rating of Aker BP,
assigning a Baa3 long-term issuer rating with stable outlook.
With this, all three rating agencies have assigned Investment
Grade credit ratings to Aker BP.

As demonstrated during 2020, the company is able to make
necessary adjustments in investment plans and shareholder
distributions to protect the liquidity and the robustness of
its balance sheet, and to retain its investment grade (IG)
credit profile.

At year-end 2020, the company’s book equity was USD 2.0
billion, which represents 16 percent of the balance sheet
total of USD 12.4 billion. The market value of the compa-
ny’s equity was USD 9.1 billion (NOK 77.9 billion) on 31
December 2020.




In April 2020, the AGM authorized the Board to increase the
share capital by a maximum of NOK 18,005,675, represen-
ting up to five percent of the total share capital at the time
of such meeting. The authorization can be utilized for share
capital increases to strengthen the company’s equity, con-
vert debt into equity and fund business opportunities. At 31
December 2020, the mandate had not been used.

The AGM in April 2020 also provided the Board with a
mandate to acquire company shares equivalent to up to five
percent of the total share capital at the time of such meeting.
The purpose for this mandate was i) utilization as transaction
currency in connection with acquisitions, mergers, demer-
gers or other transactions, ii) of investment or for subsequ-
ent sale or cancellation of such shares and iii) in connection
with the share savings plan for employees. The mandate

is valid until the AGM in 2021. At 31 December 2020, the
mandate had only been used in part and in connection

with the share savings plan for employees. The company’s
employees subscribed for a total of 1,014,155 shares (0.28
percent of total shares outstanding). After delivery of these
shares, Aker BP held 3,294 shares.

Deviations to the code: None

4. EQUAL TREATMENT OF SHARE-
HOLDERS AND TRANSACTIONS
WITH CLOSE ASSOCIATES

The company has one class of shares and all shares carry the
same rights.

When the company considers it to be in the best interest of
shareholders to issue new equity there is a clear objective

to limit the level of dilution. Aker BP will carefully consider
alternative financing options, its overall capital structure, the
purpose and need for new equity, the timing of such an offe-
ring, the offer share price, the financial market conditions and
the need for compensating existing shareholders in the event
that pre-emption rights are waived. Arguments for waiving
pre-emption rights will be clearly stated.

If the Board decides to use its current authorization to
re-purchase company shares, the transactions will be car-
ried out through the stock exchange or at prevailing stock
exchange prices if carried out in any other way.

At 31 December 2020, Aker ASA (Aker) owned 40 percent

and bp p.l.c. owned 30 percent of Aker BP. Aker and bp p.l.c.
accounts for Aker BP in accordance with the equity method.
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Aker BP is committed to equal treatment of all shareholders.
The Board is of the view that it is positive for Aker BP that
Aker and bp p.l.c. assume the role of active owners and are
actively involved in matters of major importance to Aker BP
and to all shareholders. The cooperation with Aker and bp
p.l.c. offers Aker BP access to expertise and resources within
upstream business activities, HSSEQ, technology, strategy,
transactions, and funding. It may be necessary to offer Aker
and bp p.l.c. special access to commercial information in
connection with such cooperation. Any information disclo-
sed to Aker's and bp p.l.c/s representatives in such a context
will be disclosed in compliance with the laws and regulations
governing the stock exchange and the securities market.

Applicable accounting standards and regulations require Aker
and bp p.l.c. to prepare their consolidated financial state-
ments to include accounting information of Aker BP. Aker
BP is considered an associate of Aker and bp p.l.c. under the
applicable accounting standard. To comply with these acco-
unting standards, Aker and bp p.l.c. have in the past recei-
ved, and will going forward receive, unpublished accounting
information from Aker BP. Such distribution of unpublished
accounting information from Aker BP to Aker and bp p.l.c. is
executed under strict confidentiality and in accordance with
applicable regulations on the handling of inside information.

The Board recognizes Aker's and bp p.l.c.'s contribution as
active shareholders. Investor communication seeks to ensure
that any shareholders can contribute, and management will
actively meet with and seek the views of shareholders.

Aker BP has no related parties, as defined in the Public
Limited Liability Company Act (Allmennaksjeloven). The
company has nevertheless established policy for transacti-
ons with such parties and extended these to include Aker.
This policy requires that any material business acquisitions
or agreements with Aker (or its related parties) which are
not part of Aker BP’s ordinary course of business are subject
to an independent valuation. The Board of Directors and
executive management are very conscious that all relations
with Aker and bp p.l.c., their subsidiaries and other compa-
nies in which Aker or bp p.l.c. have ownership interests or
entities they have significant control over, shall be premised
on commercial terms and are entered into on an arm’s length
basis. Transactions with Aker and bp p.l.c. controlled compa-
nies are described in the financial statements’ disclosure
about transactions with related parties.

Deviations to the code: None
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5. SHARES AND NEGOTIABILITY

Aker BP’s shares are freely negotiable securities and the
company’s Articles of Association do not impose any form of
restriction on their negotiability.

The company’s shares are listed on Oslo Bars and the
company works actively to attract the interest of new
Norwegian and foreign shareholders. Strong liquidity in
the company’s shares is essential if the company is to be
viewed as an attractive investment and thus achieve a low
cost of capital.

Deviations to the code: None

6. GENERAL MEETINGS

The General Meeting of shareholders is the company’s hig-
hest authority. The Board strives to ensure that the General
Meeting is an effective forum for communication between
the shareholders and the Board and encourages sharehol-
ders to participate in the meetings.

The Board can convene an extraordinary General Meeting
at any time. A shareholder or a group holding at least five
percent of the company’s shares can request an extraordi-
nary General Meeting. The Board is then obliged to hold the
meeting within one month of receiving the request.

Preparation for General Meetings

The AGM is normally held before the end of April each year,
and no later than the end of June, which is the latest date
permitted by the Public Limited Liability Companies Act. The
date of the next AGM is normally included in the company’s
financial calendar, which is available at the company’s website.

The notice of a General Meeting is sent to shareholders and
published on the company’s website and the stock exchange,
no later than 21 days prior to the meeting.

Article 7 of the company’s Articles of Association, about
the General Meeting, stipulates that documents concer-
ning matters to be considered by the General Meeting will
be made available to the shareholders on the company’s
website. This also applies to documents that are required
by law to be included in or enclosed with the notice of the
General Meeting.

The supporting documentation provides the necessary

information for shareholders to form a view on the matters
to be considered.
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Participation in a General Meeting

All shareholders are entitled to participate in the general
meeting. According to Article 7 in the Articles of Association,
the right to attend and vote at the General Meeting can only
be exercised when the share transaction is recorded in the
shareholder register no later than the fifth business day prior
to the General Meeting (registration date).

Shareholders who are unable to attend a General Meeting
are encouraged to vote by proxy or in writing, and instructi-
ons for how to do this are included with the notice. Voting
and appointment of proxy can also be done electronically
through the VPS web portal. Separate voting instructions
can be given for each matter to be considered by the mee-
ting. The deadline for registration is set as close as possible
to the date of the meeting, normally the day before.

For the 2021 General Meeting in particular, the share-
holders are encouraged to vote electronically due to the
COVID-19 pandemic.

Conduct of a General Meeting and agenda for
AGM

The Board proposes the agenda for the AGM. The main
agenda items are determined by the requirements of the
Public Limited Liability Companies Act and Article 7 in the
company’s Articles of Association.

Before the AGM, the Board will nominate a person who can
vote on behalf of shareholders as their authorized represen-
tative. Shareholders may cast their votes in writing, including
by means of electronic communication, in a period prior to
the General Meeting. Appropriate arrangements are made
for shareholders to be able to vote on each individual matter.

The chair of Aker BP's General Meetings is elected by the
General Meeting itself.

The Code of Practice states that it is appropriate that all
members of the Board should attend General Meetings.
Representatives from the Board, the nomination committee, the
auditor, and the executive management will attend the AGM.

Minutes of General Meetings are published on the compa-
ny’s website and through a stock exchange announcement.

Deviations from the code: The Code of Practice
recommends that all members of the Board are present

at the General Meeting and that the chairman of the
Nomination Committee should attend the AGM. Due to the
nature of discussions at General Meetings, Aker BP has not
deemed it necessary to require all Board members and the
chairman of the Nomination Committee to be present.
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7. NOMINATION COMMITTEE

Article 8 in the company’s Articles of Association stipula-
tes the composition of and states the main duties of the
Nomination Committee.

The company’s Nomination Committee shall consist of three
members elected by the General Meeting. The Nomination
Committee should be composed in such a way that it repre-
sents a wide range of shareholders’ interests, and if possible,
both genders should be represented. More than half of the
members shall be independent of the Board and the exe-
cutive management, and the members shall be elected for a
period of two years at a time.

The Nomination Committee shall propose candidates for

- and remuneration to - the Board of Directors and the
Nomination Committee and justify its recommendation for
each candidate separately. The Nomination Committee’s
recommendations shall be well-grounded. When repor-
ting its recommendations to the General Meeting, the
Nomination Committee provides an account of how it has
carried out its work.

The Nomination Committee ensures that the shareholder’s
views are taken into consideration when candidates are
proposed. The committee also ensures that the proposed
composition of the Board covers all relevant fields of compe-
tence, and that the requirement of at least 40 percent of
each gender on the Board is met.

Shareholders have an opportunity to submit proposals to the
committee. The electronic mailbox for submitting proposals
to the committee, with deadlines for submitting proposals
where such apply, is accessible through the company’s web-
site at http://www.akerbp.com/proposecandidate.

At the AGM in April 2020, Svein Oskar Stoknes was elected
as the Chair of the Nomination Committee for two years.
Ingebret Hisdal and Donna Riley were elected as members
of the Nomination Committee for two years. No members of
the committee are members of executive management or the
Board of Aker BP.

Deviations from the code: None

8. BOARD OF DIRECTORS:
COMPOSITION AND
INDEPENDENCE

The Board of Aker BP consisted of eleven members at 31
December 2020. The company’s Articles of Associations
Article 5 stipulates that the Board shall consist of up to
eleven members. As required for all Norwegian public limited
liability companies, each gender shall be represented by at
least 40 percent of the Board members.



http://www.akerbp.com/proposecandidate

The general meeting elects the Board members and
Chairman of the Board. The term of office for members of
the Board is two years at a time.

Among the shareholder-elected Board members, two

(Kjell Inge Rgkke and @yvind Eriksen) are affiliated with

the company’s largest shareholder Aker, and two (Murray
Auchincloss and Kate Thomson) are affiliated with the
company'’s second largest shareholder bp p.l.c. All other
Board members are considered independent of the compa-
ny’s two main shareholders, as well as of the company’s
material business contacts. All Board members are conside-
red independent of the company’s executive personnel.

In 2020, the Board conducted a total of 11 Board meetings.
Participation was 91 percent.

The Board composition ensures alignment of interests with
all shareholders and members of the Board are encouraged
to own shares in the company. It is the Board’s view that the
Board collectively meets the need for expertise, capacity,
and diversity. Aker BP’s Board members possess strong
experience from the oil and gas industry in general, and from
reservoir engineering, exploration, and field developments in
particular, as well as from banking and finance.

An overview of the expertise of the Board members is availa-
ble on the website: https://akerbp.com/en/board-of-directors.

Deviations from the code: None

9. THE WORK OF THE BOARD OF
DIRECTORS

The Board has authority over and is responsible for super-
vising the company’s business operations and management
and has adopted a yearly plan for its activities. The Board
handles matters of major importance, or of an extraordinary
nature and may in addition require management to refer any
matter to it. The objectives of the Board'’s work are to create
value for the company’s shareholders in both the short and
long term and to ensure that Aker BP fulfils its obligations.
An important task for the Board is to appoint the CEO and
while the CEQO is responsible for the day-to-day management
of the company’s business activities, the Board acknowled-
ges its responsibility for the overall management of the
company. The Board is responsible for:

A. Drawing up strategic plans and supervising these through
regular reporting and reviewing,

B. Identifying significant risks to Aker BP’s activities and

establishing appropriate systems to monitor and manage
such risks,
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C. Ensuring that shareholders have access to timely and cor-
rect information about financial circumstances and important
business-related events in accordance with relevant legisla-
tion, and

D. Ensuring the establishment and securing the integrity of
the company’s internal control and management systems.

The Board recognizes the significant risks associated with
operations. Consequently, the Board has dedicated signifi-
cant resources and time to understand and discuss not only
general risks facing an E&P company, but also inherent risks
connected to organization, culture, and leadership. For a
company like Aker BP, the Board views the risks in taking on
an operated development project and meeting the required
financing for its entire portfolio as well as taking on operated
assets, to be among the most significant risks. Accordingly,
this is where the mitigating efforts are concentrated.

The work of the Board is based on the rules of procedure
describing the Board'’s responsibility including the division
of roles between the Board and the CEO. There are specific
instructions to guide the work of the CEO. The CEO, CFO
and the company secretary attend all Board meetings. Other
members of the company’s executive management attend
the Board meetings by invitation and as necessary due to
specific matters. If the Chair of the Board has been perso-
nally involved in matters of a material character, the Deputy
Chair takes over the tasks of the chair directing the Board’s
work in the specific matter.

Considering the size of the company and the scope of its
activities, the Board finds it appropriate to keep all Board
members informed about all Board matters, except for cases
where Board members may have conflicting interests with
the company.

The Board regularly carries out self-evaluations of its own
performance, including evaluations of the Board's compe-
tence and potential areas for strengthening this compe-
tence. The head of the Audit and Risk Committee conducts
one-on-one discussions with all board members as part of
these self-evaluations. The latest self-evaluation was carried
out by the Board at the turn of the year, and the results of
the self-evaluations are communicated to and used by the
Nomination Committee in its work.

The Board ensures that board members and executive
personnel make the company aware of any material interests
that they may have in items to be considered by the board
of directors. The company’s Code of Conduct provides clear
guidelines as to how employees and representatives of the
company’s governing bodies should act in situations where
there is a risk of conflicts of interest and partiality.
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Audit and Risk Committee

The Board has established an Audit and Risk Committee
consisting of the following Board members:

e Trond Brandsrud, Chair
e Anne Marie Cannon
o Kate Thomson

All members are independent of the company’s executive
management. Anne Marie Cannon sits on the Board of
Directors in Aker Energy AS, which is 50 percent owned by
Aker (the largest shareholder in Aker BP). Kate Thomson is
SVP Finance for Other Business & Corporate at bp p.l.c.

The Chair of the Audit and Risk Committee is considered

to have experience and formal background qualifying as
“financial expert” according to the requirement stated in

the Public Limited Liability Company Act. In the period
2016-2017 Trond Brandsrud was Chief Financial Officer

at Lindorff. From 2010 to 2015, he was the Chief Financial
Officer of Aker ASA. He has also been Chief Financial Officer
in Seadrill, and he has held several leading financial positions
in Shell for 20 years, both in Norway and globally.

The Audit and Risk Committee holds regular meetings and
reviews the quality of all interim and annual reports before
they are reviewed by the Board of Directors and then publis-
hed. In 2020, the committee held 8 meetings.
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The company’s auditor works closely with the Audit and
Risk Committee and attended all meetings during the year.
The committee also oversees the company’s financial risk
management and monitors and reviews the company’s busi-
ness risk. The Audit and Risk Committee oversees Aker BP’s
anti-corruption compliance program and handling of reports
submitted via the company’s whistleblowing channel.

The management and the Audit and Risk Committee evaluate
the risk management on financial reporting and the effective-
ness of established internal controls. Identified risks and effe-
cts of financial reporting are discussed on a quarterly basis.

It is the view of the committee that cooperation between
the auditor and executive management is good. The Audit
and Risk Committee has worked together with executive
management and the auditor to improve the internal con-
trol environment according to the principles of the COSO
(Committee of Sponsoring Organizations of the Treadway
Commission) framework over the last 4 years.

Oversight of HSSE and operational risks

The oversight of health, safety, security, and environmental
matters (HSSE) is retained directly by the Board. HSSE-
issues, including cyber security, is at the top of the agenda in
every single Board meeting.
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In addition, the Board has established a committee to
strengthen the administration work on health, safety, cyber
security, and environmental matters. The committee reports
to the Board on a quarterly basis and consist of the following
eight members:

e Fawaz Bitar, Senior Vice President (SVP) HSE & carbon,
bp p.l.c. - Chair of the committee

o Karl Johnny Hersvik, CEO, Aker BP

e« Marit Blaasmo, SVP HSSEQ, Aker BP

e Ine Dolve, SVP Operations & Asset Development, Aker BP

o Knut Sandvik, SVP Projects, Aker BP

e Mike Zanghi, Vice President (VP) Safety and Operational
Risk assurance (S&ORA) wells, bp p.l.c.

e Emeka Emembolu, SVP North Sea, bp p.l.c.

e Tommy Sigmundstad, SVP Drilling and Well, Aker BP

e« Gemma Maclellan, Business Advisor, HSE & carbon, bp p.l.c.

o Dave Roberts, Business Manager Aker BP, bp p.l.c.

The committee reviews risks related to operating activities.
The committee shares experiences and practices in the HSSE
area, learnings from incidents and aligns leadership experiences
on common areas of focus in relation to management of safety
and operational risks. In 2020, the committee held 4 meetings.

Compensation and Organizational Development
Committee

The Board has a Compensation and Organizational
Development Committee consisting of the following three
Board members:

o @yvind Eriksen, Chair
o Gro Kielland
e Terje Solheim
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The Compensation and Organizational Development
Committee is established to ensure that remuneration arran-
gements support the strategy of the business and enable the
recruitment, succession planning and leadership develop-
ment, and motivation and retention of senior executives. It
needs to comply with the requirements of regulatory and
governance bodies, satisfy the expectations of shareholders
and remain consistent with the expectations of the wider
employee population. Further, the committee shall ensure
that the overall organizational structure is set up to deli-

ver on the company'’s strategy going forward. In 2020, the
committee held four meetings.

In addition to the Audit and Risk Committee and
Compensation and Organizational Development Committee,
the Board may appoint various ad hoc sub-committees when
required, with a limited timeframe and scope. The authority
of a sub-committee is limited to preparing items and making
recommendations to the Board.

Deviations from the code: None

10. RISK MANAGEMENT AND
INTERNAL CONTROL

Risk Management

Appropriate internal control and risk management contri-
butes to transparency and quality reporting for the benefit of
the company, stakeholders, shareholders’ long-term interests
and operational excellence as an operator on the Norwegian
Continental Shelf.
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The company continuously and systematically operates a
robust and transparent risk management process throughout
the organization. The purpose of the process is to enable the
company to maximize opportunities, minimize threats and
optimize achievements of business objectives.

As of 2020, the company's operational activities are limited
to Norway and are subject to Norwegian regulations. All
activities taking place in a production license are subject to
supervision and audits from governmental bodies (e.g. the
Petroleum Safety Authority Norway (Norwegian PSA), the
Norwegian Environment Agency, and license partners.

The Board considers risk in the context of growing a
sustainable business while meeting governance, safety and
accountability expected by stakeholders. The Board and the
Audit and Risk Committee regularly review major risks identi-
fied and communicated through the company Enterprise Risk
Management process.

The Business Management System (BMS) is the company’s
framework for creating and sustaining value, trust, and
predictability. BMS describes how Aker BP works, controls
risk and improves. The BMS describes approximately 300
business processes supplemented by governing documents,
requirements, and descriptions. Based on findings and feed-
back from comprehensive work carried out in during 2019
and 2020, a project has been initiated to acquire, configure,
and migrate existing BMS content to a new and modern
management system software platform. The new BMS sys-
tem platform will be implemented across all business units.

Risk-based assurance of conformity to the business mana-
gement system requirements is governed by the company’s
“Three lines of assurance” model. An improved framework
for Aker BP’s “Three lines of assurance” has been introduced
in 2020 and is continually under improvement with regards
to processes and tools to enhance execution.

Internal control for financial reporting

Aker BP has established a framework for Internal Control
for Financial Reporting based on the principles of the
Committee of Sponsoring Organizations of the Treadway
Commission (COSO) and is operationalized as follows:

e Internal Control Environment

* Risk Assessment

e Risk Response and Control Activities
e Information and communication

e Monitoring

83 - Aker BP Annual Report 2020 -

The established framework is an integrated part of the compa-
ny’s management system. The company’s internal control
environment is characterized by clearly defined responsibilities
and roles between the Board of Directors, Audit and Risk
committee and management. The implemented procedure for
financial reporting is integrated with the company’s mana-
gement system, including ethical guidelines that describe

how the representatives of the company must act. Aker BP’s
Anti-Corruption Policy and Speak-up policy provide additional
control mechanisms to address and detect deviations.

The company has established processes, procedures, and
controls for financial reporting, which are appropriate for an
exploration and production company. The company’s docu-
mented procedures are designed to provide:

o Effective and appropriate identification and mitigation of
financial reporting risks

e Measurement of compliance against procedures

e Appropriate segregation of duties

e Provision of relevant, timely and reliable financial repor-
ting that provides a fair view of Aker BP’s business

o Safeguard against fraudulent manipulation of reported
figures

o Compliance with all relevant requirements of IFRS

A risk assessment related to financial reporting is perfor-
med and documented by management and reviewed by the
Audit and Risk Committee, which also performs a quarterly
risk review of business risks. The Committee reports any
findings or deviations to the Board of Directors. In 2020, the
following main risk areas were identified related to financial
reporting:

e Impairment of goodwill, tangible and intangible assets
- There is a risk that reductions in recoverable values
below book values are not identified and recorded in an
appropriate manner

e Tax - Complexity in tax regulations and calculation entail
risk of error in financial reporting

e Asset retirement obligation - There is a risk of errors in
the estimates and calculations during the ARO process

The company seeks to communicate transparently on its
activities and its financial reporting based on significant
interaction between financial reporting management and
management responsible for exploration, development, pro-
duction, and decommissioning activities in the business.
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Key events that may affect the financial reporting are identi-
fied and monitored continuously. Judgmental items regarding
the financial reporting and tax consideration are presented

to the Audit and Risk Committee at least on a quarterly basis.

The Finance Department monitors the compliance with
established procedures and reports any material deviations
to the Audit and Risk Committee. It also identifies actions to
improve procedures and conducts a self-assessment of its
performance against objectives, which are then presented
and discussed with the Audit and Risk Committee.

Deviations from the code: None

11. REMUNERATION OF THE
BOARD OF DIRECTORS

The remuneration of the Board members is not perfor-
mance-based but based on a fixed annual fee. None of the
shareholder-elected Board members have pension schemes
or termination payment agreements with the company. The
company does not grant share options to members of the
Board. Information about all remuneration paid to individual
Board members is provided in Note 7 to the annual accounts.

The General Meeting decides the remuneration of the Board
and the sub-committees. The Nomination Committee proposes
the remuneration of the Board to the General Meeting and
ensures that it reflects the responsibility of its members and the
time spent on Board work. The Board must approve any Board
member’s consultancy work for the company and remuneration
for such work. No such work was carried out during 2020.

Deviations from the code: None

12. REMUNERATION OF EXECUTIVE
PERSONNEL

The Board makes guidelines for executive remuneration,
including the CEO’s remuneration and other terms and
conditions of employment. These guidelines set out the
main principles applied in determining the salary and other
remuneration of executive personnel and are addressed as a
separate item at the General Meeting. Note 7 to the annual
accounts contains details about the remuneration of the
Board and Executive Management Team (EMT), including
payroll, bonus payments and pension expenses.

Members of EMT are covered under the same budget, guide-
lines, and limitations as onshore Aker BP employees. The
CEO base salary is determined by the Board.




The bonus for all employees, including the EMT, is determi-
ned by the performance on a set of company-wide perfor-
mance indicators (KPlIs) and the delivery on a set of carefully
selected company Priorities. The KPIs for 2020 are specified
in the table below. The targets and the stretch targets are
labelled ‘execute’ and ‘improve’ respectively.

KEY PERFORMANCE INDICATORS FOR AKER BP 2020

Execute Improve Actual
Safety (SIF per million hours) 0.5 0.45 0.46
Production (mboepd)1) 207.9 214.9 210.7
Production cost (USD/boe)2) 8 7 7.9
Relative Shareholder Return 5% 10% -1.5%
CO, intensity - operated fields 8 7 6.7
(kg/boe)
Total headcount 2,220 2,210

1) Adjusted for curtailments and asset sale
2) FX adjusted based on USDNOK 10.0

Company Priorities are either important improvement initia-
tives or activities with clear deliverables that are critical for
the company’s future success. Below is a list of the priorities
for 2020:

e Deliver on improvements plans to improve assets on
opex benchmark in 2020

e Deliver 1st gas on Arfugl by end of November at plan-
ned quality and cost

e Progress Skogul to ~100% complete by Q1 at planned
quality and cost

e Mature Hod Development to DG3 by end Q1

o Complete stimulation of two named Valhall wells by Q1
and five wells by Q2

e Deliver three efficiency projects that reduces environ-
mental footprint per operated asset

o Develop Aker BP’s operating model concept by end Q2

e Mature Frosk to DG1 by end April 2020

e Realise value from NOAKA through finding a solution for
the area

e Deliver decisions and related cost effect from COVID-19
actions taken

o Deliver new organisational structure establishing a fit for
purpose organization

e Establish new ways of working post the COVID-19
pandemic

e Progress Hod Field Development to 23% by end of year
2021 at planned quality and cost
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These KPIs and company priorities are each weighted 50
percent when estimating the bonus outcome. The final bonus
outcome, following the formulaic assessment of performance
relative to targets is specifically reserved as a matter for the
CEO and the Compensation & Organisational Committee.
Accordingly, the committee may exercise its discretion to
adjust the outcome upwards or downwards. The CEO has
maximum bonus potential corresponding to 100 percent of his
base salary. For other members of EMT, the limit is 60 percent.
The maximum bonus for employees outside the EMT varies
from 10 percent to 30 percent based on internal job grade.

In addition, certain members of the EMT participate in a
five-year incentive program started in January 2019, through
December 2023, linked to the relative performance of the
Aker BP share price versus a benchmark index consisting

of the average of the Oslo Energy Index and the Stoxx 600
Europe Oil & Gas index (each weighted 50 percent). The
incentive program payment is calculated as a linear function
of market outperformance, where an outperformance of 30
percent or more will result in a payment of the maximum cap.
The maximum total payment is capped at 200 percent of the
executive manager’s annual base salary. The CEO incentive
program has the same mechanics and start/end date and is
capped at NOK 30 million.

The pension scheme continued to be a defined contribution

plan capped at twelve times the National Insurance scheme

basic amount (12G) for all employees including the executive
management.

The CEO and Members of the Executive Management

team have 6 months mutual notice period, as opposed to 3
months for the rest of the organization. The Company has
during 2020 worked to change its severance practices with
effect in 2021. The Executive Management Team will also
fall under the new severance scheme if applicable. The new
severance scheme will provide a period of pay (6-12 months
based on age), in addition to maintaining some employee
benefits and outplacement assistance.

Deviations from the code: None
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13. INFORMATION AND
COMMUNICATIONS

Aker BP maintains a proactive dialogue with analysts, inves-
tors, and other stakeholders of the company. The company
strives to continuously publish relevant information to the
market in a timely, effective, and non-discriminatory manner,
and has a clear goal to attract both Norwegian and foreign
investors and to promote higher stock liquidity. The company
complies with the Oslo Bars Code of Practice for IR of 1 July
2019.

All stock exchange announcements are made available on the
Oslo Bars' website, www.newsweb.no, as well as the compa-
ny’s website at the same time. The announcements are also
distributed to news agencies and other online services.

Aker BP publishes its preliminary annual accounts by the
end of February, as part of its fourth quarter report. The
complete annual report, including approved and audited
accounts and the Board of Directors’ Report, is available no
later than three weeks before the AGM. Information sent to
shareholders is published on the website simultaneously.

The company'’s financial calendar for the coming year is
published as a stock exchange announcement and made avai-
lable on the company’s website no later than 31 December
each year, in accordance with the continuing obligations for
companies listed on Oslo Bars.

Aker BP’s presentations of quarterly results and its annual
Capital Markets Update are webcasted live through the
company’s web page and are also made available for replay.
At the presentations, executive management review and
comment on the published results, market conditions and the
company'’s future activities, and answer questions from the
audience.

The company’s management gives high priority to commu-
nication with the investor market. Individual meetings are
organized for a wide range of existing and potential new
investors and analysts. The company also attends relevant
industry and investor conferences.
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Aker BP will reduce its contacts with analysts, investors,
and journalists in the final 30 days before publication of

its results. During this period, the company will give no
comments to the media or other parties about the compa-
ny's results and outlook. This is to ensure that all interested
parties in the market are treated equally.

Deviations from the code: None

14. TAKE-OVERS

The Board has established a separate set of guidelines for
how it will act in the event of a takeover bid, as recommen-
ded by the Code of Practice. The overriding principle for
review of a takeover bid is equal treatment of shareholders.
The principles are based on the Board of Directors and
management having an independent responsibility for fair
and equal treatment of shareholders in a takeover process,
and that the day-to-day operations of the company are not
unnecessarily disturbed. It is management’s responsibility
to ensure that the Board of Directors is made aware of

any potential takeover bid, while the Board of Directors is
responsible for ensuring that shareholders are kept informed
and are given reasonable time to consider the offer.

Unless the Board of Directors has a particular reason, it will
not take steps to prevent or obstruct a takeover bid for the
company’s shares, nor hinder the progress of the bid without
approval from shareholders.

If an offer is made for Aker BP’s shares, the Board of
Directors should make a statement to the shareholders that
contains an assessment of the bid, the Board of Directors’
recommendations and the reason for the recommendation.
If the Board of Directors is unable to make a recommenda-
tion to shareholders, the Board of Directors shall explain its
reasoning for this.

Transactions that have the effect of a sale of the company
or a major part of it must be decided on by shareholders at a

shareholders’ meeting.

Deviations from the code: None
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15. AUDITOR

The AGM elects the auditor and approves the auditor’s fee.
The Board of Directors will meet with the auditor annually
without representatives of company management being pre-
sent, to review internal control procedures and discuss any
weaknesses and proposals for improvement. The auditor is
invited and participates in the Board meetings to discuss the
annual accounts. In these meetings, the auditor reports on
any material changes in the company’s accounting principles
and key aspects of the audit, including matters on which
there has been disagreement between the auditor and the
executive management of the company.

The auditor participates in all meetings with the Audit and
Risk Committee and meets the Audit and Risk Committee
without the company’s management being present. The

Board ensures that the auditor submits the main features of
the plan for the annual audit of the company to the Audit
and Risk Committee annually. The auditor’s independence in
relation to the company is evaluated annually. The auditor
may carry out certain audit related or non-audit services
for the company, providing these are not in conflict with its
duties as auditor. The company has established an audit and
non-audit service policy.

In the annual financial statements, the auditor’s remuneration
is split between the audit fee and fees for other services. In
the presentation to the AGM, the chair presents a break-
down between the audit fee and fees for other services.

Deviations from the code: None
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