
FIRST QUARTER

   Group profi t before tax totalled NOK 1,687 million (NOK 1,273 million)1. Earnings per share amounted to NOK 5.5, compared with 
NOK 3.9 last year, excluding the gain on the sale of Orkla’s interest in Carlsberg Breweries.

   The Branded Consumer Goods business reported satisfactory underlying growth. First quarter profi t was approximately 
NOK 40-50 million lower because Easter was earlier in 2005 than in 2004.

   Elkem’s total operating profi t before goodwill amortisation and other revenues and expenses was NOK 505 million in the fi rst 
quarter, compared with NOK 389 million in the fourth quarter of 2004 and NOK 599 million in the fi rst quarter of 2004. 

   At Borregaard, the restructuring programmes are proceeding as planned, while the weak USD had a negative impact on profi t.

   In the fi rst quarter, the Financial Investments division reported high book profi t from realised portfolio gains and the sale of real 
estate properties in Oslo. At the end of the fi rst quarter the return on the investment portfolio was 8.4 % and the net asset value 
of the portfolio increased by NOK 1.2 billion during the quarter.

GROUP INCOME STATEMENT
Restated to IFRS Pro forma*

1.1.–31.3. 1.1.–31.12. 1.1.-31.3. 1.1.-31.12.

Amounts in NOK million 2005 2004 2004 2004 2004

Operating revenues 13,273 7,897 32,126 13,515 55,699

Operating expenses (11,620) (7,073) (28,206) (11,832) (48,737)

Ordinary depreciation and write-downs (525) (311) (1,182) (562) (2,183)

Operating profi t before intangibles and other 
revenues and expenses 1,128 513 2,738 1,121 4,779
Ordinary depreciations and write-downs 
intangible assets (49) (1) (7) (42) (173)
Other revenues and expenses** 0 (35) (690) (35) (710)

Operating profi t 1,079 477 2,041 1,044 3,896

Profi t from associates 29 187 592 50 181

Dividends 145 88 551 88 554

Portfolio gains 512 339 750 343 754

Financial items, net (78) (106) (157) (252) (762)

Ordinary profi t before taxes 1,687 985 3,777 1,273 4,623

Taxes (388) (180) (691) (307) (1,023)

Ordinary profi t after taxes 1,299 805 3,086 966 3,600

Gain/discontinued operations 0 12,529 12,529 12,529 12,529

Profi t for the year 1,299 13,334 15,615 13,495 16,129

Of this minority interests 162 10 71 10 71

Profi t before tax, Industry division 903 419 1,862 841 3,112

Profi t before tax, Financial Investments division 784 566 1,915 432 1,511

Earnings per share (NOK) 5.5 64.6 75.5 65.4 78.0

Earnings per share diluted (NOK) 5.5 64.6 75.4 65.4 77.9

Earnings per share diluted, adjusted (NOK)*** 5.7 4.0 17.4 4.9 20.4

This interim report has been prepared in accordance with IAS 34 Interim Financial Reporting, and IFRS 1 First-time 
adoption, since this is the Group’s fi rst report according to the International Financial Reporting Standards (IFRS). 

*  Pro forma fi gures for 2004 restated according to IFRS (include Elkem from 1 January and Chips Abp from 1 March).
**  Other revenues and expenses amounted to NOK -35 million at the end of the fi rst quarter of 2004 and were related to the acquisition 

of Bakehuset. For the full year 2004, they totalled NOK -690 million and were related to write-downs and restructuring in the Chemi-
cals area (NOK -815 million), the anniversary donation (NOK-35 million), a gain on the sale of buildings (NOK 188 million), net Orkla 
Media (NOK 7 million) and the acquisition of Bakehuset (NOK -35 million). The pro forma fi gures include Elkem (NOK -20 million).  

***  Before amortisation of intangible assets, other revenues and expenses, and the gain on the sale of Orkla’s share of Carlsberg Breweries.
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**  2003 reported according to Norwegian accounting 

principles, excluding Orkla Beverages.

1 Pro forma fi gures for 2004 restated according to IFRS (include Elkem from 1 January and Chips Abp from 1 March).
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STRUCTURAL CHANGES AND NEW ACCOUNTING STANDARD 
(IFRS)
Elkem and the Russian company SladCo were consolidated in the ac-
counts from 1 January 2005, while Chips Abp was consolidated from 
1 March 2005. For Elkem, minority interests in the first quarter were 
calculated on the basis of a 50.03 % shareholding. At the end of the 
quarter Orkla’s shareholding in Elkem was 100 % (it is assumed that 
the remaining shares will be redeemed). Orkla’s shareholding in Chips 
Abp is 97 % and in SladCo just over 95 %. Pro forma figures have been 
calculated to show what the corporate results in 2004 would have been 
if Elkem and Chips Abp had been consolidated according to the same 
principles as in 2005 (Elkem for the entire year and Chips Abp from 
1 March 2004). SladCo is not included in the pro forma figures. The 
comments and comparisons at Group level are mainly related to these 
pro forma figures, while comments on the individual business areas 
are based on the figures restated in accordance with IFRS. Preliminary 
excess value analyses in connection with the acquisitions have been 
carried out, and excess value amounting to NOK 8.5 billion in the 
form of power rights, brands and goodwill in excess of previous book 
values in the respective companies has been recognised. In Orkla’s 
view, brands will not be the subject of continuous amortisation, while 
power rights will be amortised by an annual amount of NOK 166 mil-
lion over the remaining reversion period, which is estimated to be 24 
years. Final excess value analyses will be completed at the latest by the 
time the annual financial statements for 2005 are presented. For more 
detailed comments on IFRS, reference is made to the section «Effect 
of the transition to IFRS». 

MAIN TRENDS
Group operating revenues in the first quarter totalled NOK 13,273 mil-
lion (NOK 13,515 million)1. The increase in value of the NOK against 
both euro-related currencies and the USD and the earlier Easter season 
this year had a negative impact on quarterly operating revenues. The 
latter factor especially affected the Branded Consumer Goods business. 
The decline in revenues for Chemicals was also largely ascribable to 
restructuring and divested businesses. A continued improvement in 
advertising revenues for the Media business and new launches in several 
business areas made a positive contribution to the quarterly results.

Group operating profit before goodwill amortisation and other revenues 
and expenses amounted to NOK 1,128 million (NOK 1,121 million)1 
in the first quarter. The Branded Consumer Goods business achieved 
satisfactory underlying growth during the quarter, but as a result of 
the early Easter season quarterly operating profit was down by ap-
proximately NOK 40-50 million. In Sweden, both Orkla Foods and 
Orkla Brands are faced with demanding market conditions, where the 
focus is on price and the growth of private labels. Apart from this, 
Orkla Foods’ and Orkla Brands’ profit performance was satisfactory 
in the first quarter. At Orkla Media, Berlingske achieved good profit 
growth as a result of continued improvements in advertising revenues 
and costs, while Direct Marketing had a weak quarter. 

Elkem reported growth in comparison with the fourth quarter of 2004, 
but operating profit was somewhat lower than in the first quarter of 
2004. This particularly applies to Sapa and the Silicon Metal business. 
For Sapa, the trend for profiles in Europe was weaker. The Silicon Metal 

business was affected by irregular operations, high raw material costs 
and low sales. Energy made progress as a result of both high production 
and good trading results. Changes were moderate in other areas.

Borregaard’s core businesses were negatively affected by the fact that 
the USD was weaker than in the first quarter of 2004. Previously signed 
hedge contracts on favourable terms are gradually covering a smaller 
proportion of sales, and improvement programmes will only partially 
compensate for this at the current USD exchange rate. Restructuring 
in other areas is proceeding as planned.

Operating profit for the Financial Investments division includes gains 
of NOK 138 million on the sale of real estate properties in Oslo.

In the Industry division, contributions from associates amounted to 
NOK 29 million in the first quarter (NOK 50 million)1.

The return on Orkla’s investment portfolio was 8.4 % in the first quarter, 
compared with a rise of 8.3 % on the Oslo Stock Exchange Benchmark 
Index and 0.6 % on the dividend-adjusted FTSE World Index. Realised 
portfolio gains and the change in the fair value of associates amounted 
to NOK 512 million (NOK 343 million)1. At the end of March, unre-
alised gains amounted to just under NOK 4.1 billion.

Share transactions in connection with the acquisition of Elkem were 
largely carried out after the end of March and had little effect on interest 
expenses or net interest-bearing debt in the first quarter. Consolidated 
net financial expenses for the Orkla Group in the first quarter totalled 
NOK 78 million. 

Group earnings per share (diluted) totalled NOK 5.5 in the first quarter 
(NOK 64.6, of which the gain on the sale of Orkla’s interest in Carlsberg 
Breweries in 2004 amounted to 60.7 per share)2. Earnings per share 
for the Industry division were higher due to the positive effect of the 
acquisition of Elkem. Earnings per share for the Financial Investments 
division were higher, due to the gain on the sale of real estate properties 
and higher profit from portfolio investments and dividends received. 
Before goodwill amortisation, other revenues and expenses (and, for 
the 2004 figures, the gain on the sale of Orkla’s interest in Carlsberg 
Breweries), earnings per share were NOK 5.7 (NOK 4.0)2. At quarter-
end, the tax charge is estimated to be 23 %. 

ORKLA FOODS
   Underlying profit growth on a par with the first quarter of 2004
   Stronger competition from private labels in Sweden
   Higher level of ambition for improvement programmes

Orkla Foods’ operating revenues totalled NOK 3,154 million  
(NOK 3,112 million)2. Adjusted for the contribution from new busi-
nesses and negative currency translation effects, revenues were slightly 
lower. This was largely due to the effect of Easter being earlier this year, 
the successful Pizza Grandiosa campaign, which was introduced in the 
first quarter of 2004, and the demanding market situation in Sweden. 
Operating profit before goodwill amortisation and other revenues and 
expenses amounted to NOK 181 million, down NOK 19 million, largely 
because of the early Easter season. The improvement programmes that 

2 The figures in brackets are for the same period last year (restated according to IFRS). 



have been initiated are proceeding as planned, but several companies 
have increased their level of ambition. For Orkla Foods as a whole, the 
goal is to reduce the cost base by NOK 500 million by 2007 compared 
with year-end 2004. 

Stabburet reported slightly lower operating profit as a result of the 
early Easter season, and because of the significant rise in sales of Pizza 
Grandiosa in the same quarter last year. Market shares for the most im-
portant products were strengthened. Nora’s new juice range, which has 
many health benefits, was well received on the Norwegian market.

Procordia Food in Sweden reported lower profit due to fewer sales 
days and stronger competition from private labels. Many new products, 
including Felix sugar-free ketchup, were launched to meet the demand 
from increasingly health-conscious Swedish consumers. The integration 
of the newly acquired shellfish producer Hållöfisk into Abba Seafood 
is proceeding as planned.

Beauvais in Denmark and Felix Fenno-Baltic in Finland and the Baltic 
States reported growth in both operating revenues and operating profit. 
Sales in Lithuania, Latvia and Estonia increased by 39 %, 17 % and 
10 % respectively. 

Orkla Foods International reported profit growth. The performance of 
Orkla Foods Romania was particularly satisfactory, with good underly-
ing growth and a stronger market position after the takeover of 100 % 
of the shares in Ardealul (liver paté products). 

The Russian company SladCo, which manufactures and markets 
chocolate, biscuits and confectionery, achieved positive operating pro-
fit in the first quarter. The acquisition has now been approved by the 
Russian competition authorities and cooperation with relevant technical 
areas at Orkla has begun. 

Orkla Food Ingredients achieved growth in both operating revenues 
and operating profit. The performance of KåKå, which supplies bakery 

ingredients to the Swedish bakery industry, was especially positive. In 
March, Orkla Food Ingredients entered into an agreement to buy all the 
shares in Bæchs Conditori, which is Denmark’s leading manufacturer 
of frozen fine confectionery products. 

Bakers reported somewhat weaker operating profit, but the integration 
of Bakehuset Norge is proceeding as planned. Several new products 
have been launched, including Bakers’ Fullfiber (full fibre) and Lav-
Karbo (low carbohydrate) bread. 

ORKLA BRANDS
   Stable underlying growth
   Stronger competition from private labels in Sweden
   Chips Abp was consolidated in the accounts from 1 March 2005 

Orkla Brands’ operating revenues in the first quarter amounted to  
NOK 1,348 million (NOK 1,200 million)2. Chips Abp was consolidated 
in the accounts from 1 March. The net effect on revenues in the first 
quarter was just under NOK 150 million. The Swedish companies 
reported weaker growth due to the demanding market situation and 
stronger competition from private labels. The main strategy for dealing 
with this situation is to increase and improve innovation. Lilleborg 
Home and Personal Care achieved good sales growth, especially due to 
the launch of the Sunsilk hair care range. Sales of dietary supplements 
continued to grow, largely due to new products and the establishment 
of operations in new markets.

Operating profit before goodwill amortisation and other revenues 
and expenses totalled NOK 230 million in the first quarter, which is 
somewhat higher than last year. The net effect of the consolidation 
of Chips amounted to roughly NOK 10 million. Overall profit from 
Orkla Brands’ other businesses was on a par with last year. A slight 
rise in sales was offset by somewhat higher advertising investments. 
Underlying fixed costs were on a par with 2004. 

OPERATING REVENUES 
OPERATING PROFIT BEFORE INTANGIBLES   

AND OTHER REVENUES AND EXPENSES

     Restated to IFRS Pro forma*      Restated to IFRS Pro forma*

 1.1.–31.3. 1.1.–31.12. 1.1.–31.3. 1.1.–31.12. 1.1.-31.3. 1.1.-31.12. 1.1.-31.3. 1.1.-31.12.

Amounts in NOK million 2005 2004 2004 2004 2004 2005 2004 2004 2004 2004

Orkla Foods 3,154 3,112 12,711 3,112 12,711 181 200 1,164 200 1,164

Orkla Brands 1,348 1,200 4,787 1,329 6,315 230 222 951 231 1,111

Orkla Media 2,087 1,983 8,280 1,983 8,280 28 24 371 24 371

Eliminations (64) (54) (226) (54) (226) 0 0 0 0 0

Branded Consumer Goods 6,525 6,241 25,552 6,370 27,080 439 446 2,486 455 2,646

Elkem 5,424 0 0 5,489 22,045 505 0 0 599 1,881

Chemicals 1,090 1,578 6,217 1,578 6,217 79 97 356 97 356

H.O./Unallocated/Eliminations (7) (22) (74) (22) (74) (37) (43) (148) (43) (148)

Industry division 13,032 7,797 31,695 13,415 55,268 986 500 2,694 1,108 4,735

Financial Investments division 241 100 431 100 431 142 13 44 13 44

Group 13,273 7,897 32,126 13,515 55,699 1,128 513 2,738 1,121 4,779
* Pro forma figures 2004 restated according to IFRS (include Elkem from 1 January and Chips Abp from 1 March).



Orkla Brands launched several new products in the first quarter: the 
Sunsilk hair care range, Blenda Sensitiv laundry conditioner, JiF 
liquid WC block and Sun 2in1 (Lilleborg Home and Personal Care), 
the Möllers Good For range (Dietary Supplements), Cookie Bites 
(Biscuits), Nidar Favoritter Mørkerød (favourites, dark red) and Doc 
Honning-Lakris (honey-liquorice) (Confectionery). 

Orkla Brands largely maintained its market shares in the first quarter. 

ORKLA MEDIA
   Profit growth for Berlingske
   Good growth in advertising revenues in Denmark and Norway
   Weak performance for Direct Marketing

Orkla Media’s first quarter operating revenues totalled NOK  
2,087 million (NOK 1,983 million)2. The improvement was largely 
due to contributions from new businesses and a rise in revenues for the 
newspaper businesses in Norway and Denmark. Operating profit before 
goodwill amortisation and other revenues and expenses amounted to 
NOK 28 million, up NOK 4 million from the same period last year. 

Berlingske achieved significant profit growth compared with the first 
quarter of last year due to a rise in advertising revenues and lower 
costs. The positive trend for text and classified advertisements con-
tinued. The BT newspaper was re-launched in March, supported by an 
extensive marketing campaign. Urban continued to make progress and 
nationwide distribution is proceeding as planned. Circulation figures 
for paid newspapers continued to decline. Total weekday circulation 
figures for Berlingske’s newspapers are on a par with the total market, 
while the trend for weekend editions is somewhat better. 

Newspapers Norway reported a slight drop in profit compared with the 
first quarter of last year, largely due to the effect of the early Easter 
season. Advertising revenues continued to rise. However, the increase 
in revenues was largely offset by a higher level of investment in pro-
duct development, which is having a negative impact on profit in the 
short term.

Profit for Newspapers Central and Eastern Europe declined slightly 
in the first quarter. This was largely ascribable to continued weak cir-
culation growth and increased investment in marketing and product 
development due to the competitive situation. Advertising revenues 
increased slightly in the first quarter. Circulation was somewhat better 
than for the total market.

Quarterly profit for Magazines Norway was somewhat lower than in 
the first quarter of last year, largely because there were fewer editions 
due to the early Easter season. 

Operating profit for Direct Marketing was lower in the first quarter than 
in the corresponding period of last year due to weak revenue growth 
for the Swedish business, where measures have now been implemented 
to reduce costs. 

ELKEM
Operating revenues for the first quarter of 2005 totalled NOK  
5,424 million (NOK 5,489 million)2. First quarter operating profit before 

goodwill amortisation and other revenues and expenses amounted to 
NOK 505 million, compared with NOK 389 million in the fourth quarter 
of 2004 and NOK 599 million in the first quarter of 2004.

Sapa’s results show a certain improvement on the previous quarter’s 
weak performance. The Aluminium area also improved its operating 
profit slightly compared with the fourth quarter of 2004 due to good 
prices. The Energy business further improved the high level of profit 
achieved in the previous quarter, due to high production volumes and 
good trading results. Profit for Silicon Metal was substantially lower, 
largely due to disruptions in production. The Ferrosilicon area reported 
higher profit than in the fourth quarter of 2004. The Materials, Carbon 
and Calcium Carbide area posted slightly higher profit than in the 
previous quarter. 

Compared with the first quarter of 2004, profit declined slightly. This 
applies in particular to Sapa and the Silicon Metal area. In the case of 
Sapa, this was due to weak growth for profiles in Europe. Silicon Metal 
underwent a period of irregular operations, high raw material costs and 
low sales in the first quarter. Results for the Energy area have improved 
due to both high production levels and good trading results. There were 
moderate changes in results for the other areas.

The Elkem Group’s net interest expenses for the first quarter of 2005 
amounted to NOK 61 million (NOK 66 million)2. At the end of the 
quarter, net interest-bearing liabilities totalled NOK 5,237 million 
(NOK 4,827 million)2. Net interest-bearing liabilities have increased 
by NOK 711 million since the beginning of the year, due to the purchase 
of Sapa shares for NOK 694 million and to higher working capital. 
Elkem increased its shareholding in Sapa from 71 % to 83 % in the 
first quarter. In addition, Orkla owned a 13.1 % interest in the company 
at the end of the quarter.

Working capital for the Elkem Group totalled NOK 5,004 million, 
compared with NOK 4,474 million at the end of 2004. Most of this 
increase can be ascribed to the fact that Sapa’s working capital was 
extremely low in the fourth quarter of 2004 and slightly higher than 
normal in 2005.

Reference is otherwise made to the notice to the stock exchange issued 
by Elkem regarding its results for the first quarter of 2005. 

CHEMICALS
   Weaker USD puts pressure on profitability in core businesses
   Slightly higher profit for Speciality Cellulose
   Restructuring and improvement programmes progressing as 

planned

Borregaard’s operating revenues for the first quarter of 2005 totalled 
NOK 1,090 million (NOK 1,578 million)2. The decline in operating 
revenues can primarily be attributed to restructuring and the sale of 
companies that were formerly included in Borregaard’s consolidated 
financial statements. Unfavourable exchange rates and lower delivery 
volumes of pharmaceutical intermediates also had a negative impact 
on first quarter results.



Operating profit before goodwill amortisation and other revenues and 
expenses amounted to NOK 79 million (NOK 97 million)2. This de-
cline was primarily due to weaker results from Borregaard LignoTech, 
Borregaard Synthesis and Borregaard Energy, while results from 
Borregaard ChemCell improved. The weaker USD generally contri-
buted to pressure on profitability in  Borregaard’s core businesses. 
The restructuring process that is being carried out in other areas is 
progressing as planned and has, on the whole, helped to improve first 
quarter profit. 

Borregaard LignoTech reported lower profit than in the first quarter 
of 2004 on account of lower sales volumes, a slighter weaker product 
mix and unfavourable exchange rates.

Borregaard ChemCell’s profit for the first quarter was somewhat higher 
than in the corresponding quarter of 2004. The positive effect of higher 
prices and the continued strong demand in Asia for cellulose for use 
in textile production was partly counteracted by the weaker USD and 
higher timber and energy costs in both Norway and Switzerland. Weak 
results from the yeast extract business in Switzerland  continue to have 
a negative effect on profit.

GROUP BALANCE SHEET
Restated to IFRS     Pro forma*

31.3. 31.3. 31.12. 31.3. 31.12.

Amounts in NOK million 2005 2004 2004 2004 2004

Intangible assets 16,320 3,941 4,005 15,894 15,693

Tangible assets 17,156 9,785 9,275 17,824 17,110

Financial long-term assets 7,114 8,934 9,094 6,672 6,921

Long-term assets 40,590 22,660 22,374 40,390 39,724

Inventories 5,839 3,026 2,875 6,154 6,139

Receivables 10,172 5,190 4,769 9,955 9,257

Portfolio investments 14,518 10,121 13,170 10,201 13,236

Cash and cash equivalents 2,235 7,557 2,308 8,686 3,349

Short-term assets 32,764 25,894 23,122 34,996 31,981

Total assets 73,354 48,554 45,496 75,386 71,705

Paid-in equity 2,008 2,011 2,007 2,011 2,007

Accumulated profit 31,748 30,627 29,194 31,682 30,133

Minority interests 1,229 427 448 427 448

Equity 34,985 33,065 31,649 34,120 32,588

Provisions 6,352 1,750 2,043 6,232 6,378

Long-term interest-bearing 
liabilities

 
12,843

 
6,824

 
4,246

 
22,787

 
20,255

Short-term interest-bearing 
liabilities

 
2,705

 
634

 
1,326

 
1,929

 
2,276

Other short-term liabilities 16,469 6,281 6,232 10,318 10,208

Equity and liabilities 73,354 48,554 45,496 75,386 71,705

Equity ratio (%) 47.7 68.1 69.6 45.3 45.4
*  Pro forma figures 2004 restated according to IFRS (include Elkem and Chips Abp).

CHANGE IN EQUITY
31.3. 31.3. 31.12.

Amounts in NOK million 2005 2004 2004

Equity 1 January 31,201 19,423 19,423

Profit for the year after minorities 1,137 13,324 15,544

Dividend 2003 0 0 (5,972)

Sale/repurchase of own share 24 24 (83)

Change in fair value portfolio 422 0 2,320

Change in fair value hedging (127) 0 199

Options costs 3 0 0

All-inclusive principle due to 
acquisitions

1,186 0 0

Translation effects etc. (90) (133) (230)

Equity at end of period 33,756 32,638 31,201

CASH FLOW
1.1.–31.3. 1.1.–31.12.

Amounts in NOK million 2005 2004 2004

Industry division:

Operating profit 937 464 1,809

Depreciation and write-downs 569 307 1,359

Change in net working capital (319) (200) 1,074

Cash flow from operating activities 
before net replacement expenditures 1,187 571

 
4,242

Net replacement expenditures (529) (210) (860)

Cash flow from operating activities 658 361 3,382

Financial items, net (59) (101) (303)

Cash flow from Industry division 599 260 3,079

Cash flow from  
Financial Investments division

 
(90)

 
282

 
860

Taxes paid (340) (160) (581)

Miscellaneous (107) 130 78

Cash flow before capital transactions 62 512 3,436

Dividends paid (1) (3) (6,015)

Shares buy back 24 24 (82)

Cash flow before expansion 85 533 (2,661)

Expansion investments, Industry division (2) (9) (27)

Sold companies 0 17,471 17,562

Acquired companies* (9,892) (314) (751)

Net purchases/sales portfolio  
investments

 
(227)

 
(27)

 
(72)

Net cash flow (10,036) 17,654 14,051

Currency translation net  
interest-bearing debt

 
23

 
(249)

 
(61)

Change in net interest-bearing debt 10,013 (17,405) (13,990)

Net interest-bearing debt 8,831 (4,597) (1,182)
*  All the shares in Elkem and Chips Abp are not paid for at 31 March 2005. The remaining 
amount make a total of approximately NOK 5.9 billion.



Borregaard Synthesis posted better results than in the previous quarter, 
but weaker than in the first quarter of last year, when delivery volumes 
of pharmaceutical intermediates were particularly high. Sales of aroma 
chemicals were good and higher prices largely offset the weaker USD. 
The restructuring of Borregaard Synthesis’ operations outside Norway 
is proceeding as planned and profitability improved significantly com-
pared with last year.

Borregaard Energy achieved satisfactory, but somewhat lower profit 
in the first quarter than in 2004. This decline can be ascribed to a 
moderate decline in volume and prices. The remaining activities in 
what was formerly Denofa (now Øraveien Industripark) generated 
better first quarter results than Denofa reported in the corresponding 
quarter last year.

Key elements of the restructuring programmes that were adopted in 
the second half of 2004 with a view to increasing the concentration 
of Borregaard’s core business activities have now been carried out. 
Denofa’s fat refinery was closed in January and its soya business was 
sold to new external majority shareholders. The fine chemicals plant in 
Madone, Italy, was closed in February and the sulphuric acid factory 
in Sarpsborg, Norway, ceased to operate in March.

FINANCIAL INVESTMENTS
After rising 38.4 % in 2004, the Oslo Stock Exchange Benchmark 
Index (OSEBX) climbed 8.3 % in the first quarter of 2005. The other 
Nordic markets also rose in the first quarter, and the FTSE World Index, 
adjusted for dividends, showed a marginal increase of 0.6 %. The return 
on Orkla’s investment portfolio was 8.4 % in the first quarter.

The Financial Investments division posted pre-tax profit of  
NOK 784 million (NOK 566 million)2 for the first quarter. Realised 
portfolio gains and changes in the fair value of associates totalled  
NOK 512 million (NOK 339 million)2. Dividends received amounted 
to NOK 142 million (NOK 88 million)2. Profit for the quarter also 
includes gains of NOK 138 million on the sale of real estate properties 
in Oslo.

Net purchases of shares totalled NOK 457 million in the first quarter. 
Orkla’s investment in Elkem was transferred to the Industry division 
in the first quarter, as a result of which the net asset value of Orkla’s 
share portfolio was adjusted downwards by NOK 4,567 million. 
Taking account of this adjustment, net asset value increased by NOK  
1,241 million to NOK 13,375 million. At the end of the quarter, the 
market value of the portfolio was NOK 14,489 million, and investments 
outside Norway accounted for 48 %. Unrealised gains totalled NOK 
4,097 million at 31 March 2005 and accounted for 28 % of the market 
value of the portfolio.

CASH FLOW AND FINANCIAL SITUATION
Cash flow from operating activities totalled NOK 658 million in the first 
quarter. The improvement from the corresponding quarter in 2004 is 
attributable to contributions from new business. The increase in working 
capital can largely be ascribed to Elkem, but also to Orkla Foods. The 
reduction in working capital in the Chemicals area is a result of the sale 

of the soya business to new external majority shareholders. Increased 
investments in the quarter are ascribable to Elkem.

Acquisitions in the first quarter, which largely consist of Elkem and 
Chips Abp, totalled NOK 9,892 million. In addition, Orkla Foods 
purchased the Russian company SladCo and the Swedish companies 
Hallöfisk and Candeco. Approximately another NOK 5.9 billion will 
fall due in the second quarter in connection with these acquisitions. 

Net portofolio investments totalled NOK 457 million in the first quarter 
of 2005 (NOK 27 million)2. Real estate properties were sold for the 
amount of NOK 230 million. In connection with the exercise of share 
options, Orkla’s net sales of shares from its own shareholding amounted 
to NOK 24 million (24 million)2 in the first quarter.

The Orkla Group had negative net cash flow in the first quarter 
amounting to NOK 10,036 million as a result of substantial acquisitions 
during the period. At the end of 2004, the Group had a net interest- 
bearing placement. Taking into account net cash flow and minor ex-
change effects, Orkla had net interest-bearing liabilities totalling NOK 
8,831 million at the end of the quarter. When all the transactions related 
to the aforementioned acquisitions have been carried out and the appro-
ved dividend has been paid out, the Group will have net interest-bearing 
liabilities of around NOK 17 billion at the start of the second quarter.

The Group’s average borrowing rate was 3.8 % (4.3 %)2. The equity 
to total assets ratio was 47.7 % as of 31 March 2005. 

OTHER MATTERS
At the Annual General Meeting held on 14 April 2005, Arthur Sletteberg 
was elected as a member of the Corporate Assembly, replacing Astrid E. 
Sørgaard who did not wish to stand for re-election. Westye Høegh and 
Ida Espolin Johnson were elected as deputy members of the Corporate 
Assembly to succeed Maalfrid Brath and Atle Eide.

EFFECT OF THE TRANSITION TO IFRS
All in all, the transition to IFRS will not have a significant effect on 
the Group’s operating revenues or operating profit before goodwill 
amortisation and other revenues and expenses. Pre-tax profit for 2004 
will improve by around NOK 800 million, primarily due to the discon-
tinuance of linear goodwill amortisation (NOK 384 million) and to the 
fact that Orkla’s investment in Elkem in 2004 (39.8 % interest) will 
be presented as an associate (NOK 404 million) in 2005. In addition, 
certain other portfolio investments which constitute a shareholding of 
more than 20 % of a company are recorded at fair value with changes 
in value reported directly in the income statement (on the line «gains 
on sale of portfolio shares»).

In general, Orkla has not utilised the transitional rules that make it 
possible to revalue/write up fixed assets, apart from financial assets 
for which special rules apply, and therefore has largely maintained 
book values.

The balance sheet has primarily been strengthened due to the fact that 
the excess values in the investment portfolio are now included in assets 
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and equity. In future, changes in excess value for most of the portfolio 
will be regulated against equity and will not affect profi t until the 
shares are realised or in the event that there is a need to write down 
individual investments.

Under IFRS, allocations for dividends must be included as part of equity 
capital until the dividend has been approved by the General Meeting, 
whereas they were previously reported as short-term liabilities in the 
balance sheet at year-end. This means that book equity under IFRS will 
be correspondingly higher.

As a result of the restatement of fi gures in accordance with IFRS, book 
equity as of 31 December 2004 has increased by NOK 5.3 billion, 
compared with previously reported fi gures.

In addition to the offi cial restatement of fi nancial statements for 2004, 
pro forma fi gures have been calculated for 2004, in which the acquisi-
tion of Elkem ASA and Chips Abp has also been taken into account.

In the light of the introduction of IFRS, Orkla has also examined certain 
accounting matters that may affect the way costs are divided between 
quarters, and the allocation of Group administrative costs. Although 
these do not affect the Group’s overall results for 2004, and are not 
necessarily a direct consequence of the introduction of IFRS, certain 
changes in accounting principles have been incorporated in the restated 
fi gures for 2004. This applies, for instance, to the expensing of accrued 
holiday pay. As mentioned earlier, this has no effect on results for the 
year, but the distribution of costs between quarters is affected in all 
business areas, particularly the distribution between the second and 
third quarters. The impact is greatest on the media business, where 
the effect on quarterly profi t will be as follows: fi rst quarter: NOK 
-25 million, second quarter: NOK +33 million, third quarter: NOK 
+12 million, fourth quarter: NOK -20 million.

In the restated fi gures for 2004, approximately NOK 29 million in Group 
administrative costs has been charged to the business areas, and the 
fi gures for Headquarters/Unallocated have been reduced  accordingly. 
The net effect of this operation for the Group is «0». The costs have 
been distributed evenly between quarters.

Under IFRS, Presspublica is regarded as a subsidiary and it has been 
consolidated in the Group accounts as a subsidiary in which Orkla has 
a minority interest rather than as a 51 % interest in a joint venture. The 
degree of consolidation in Hjemmet Mortensen has been changed from 
50 % to 40 %, which corresponds to Orkla’s fi nancial interest in the 
company. This does not entail any changes in pre-tax profi t.

All items have been computed and described on the basis of the situa-
tion as of the current date. Consequently, there may be changes either 
if the IFRS rules are amended or if other ways of interpreting the stan-
dards are applied before the fi nancial statements for 2005 are prepared 
and presented. The fi gures have not been formally audited.

Reference is made to the notice sent to the Oslo Stock Exchange on 
18 April 2005 for further details regarding restated fi gures.

OUTLOOK
Future developments in the international economic situation are still 
uncertain. In Asia, in particular, but also the USA, the short term pro-
spects still appear to be positive, but there is little sign of improvement 
in Europe. The weak construction market in continental Europe affects 
Sapa, while increased demand for certain cellulose qualities in Asia 
may generate higher volumes and better prices in USD for ChemCell. 
However, Borregaard’s results will be negatively affected by a weak 
USD.

Elkem’s Energy area is expected to report weaker profi t growth in the 
second quarter due to seasonal variations and extremely good trading 
results in the fi rst quarter.

The operating parametres for Orkla Foods and Orkla Brands will be 
more stable. In Sweden, the competitive climate in the grocery trade is 
challenging. Improvement programmes and increased focus on inno-
vation will have a positive effect.

The advertising markets for Orkla Media are showing good growth 
at the start of the second quarter, and there are no particular signs of 
signifi cant change in this situation in the short term.

Oslo, 27 April 2005
The Board of Directors of Orkla ASA




