


Contents

In review

1 Company overview

2 History

4 Key events

5 Investment highlights

6 Our values

7 Our safety

8 Letter from the President and CEO

Performance 2015

10 Board of Directors’ report

17 Directors’ responsibility statement

18 Consolidated accounts

41 Parent company accounts

48 Auditor’s report

50 Shares and shareholder matters

Our organization and governance

52 Corporate governance

56 Presentation of the Board of Directors

58 Presentation of the Management Team

60 Company information

Financial calendar 2016

Annual general meeting 13 April

Interim report Q1 2016 9 May

Interim report Q2 2016 18 July

Interim report Q3 2016 31 October

Dates are subject to change.



In review

Company overview

This is Philly Shipyard
Philly Shipyard, formerly known as Aker Philadelphia Shipyard, is a
leading U.S. commercial shipyard constructing vessels for oper-
ation in the Jones Act market. It possesses a state-of-the-art
shipbuilding facility and has earned a reputation as a preferred
provider of ocean-going merchant vessels with a track record of
delivering quality ships, having delivered over 50% of all large
ocean-going Jones Act commercial ships since 2000.

Philly Shipyard ASA is headquartered in Oslo, Norway with an
operating subsidiary in Philadelphia, PA, USA.

Philly Shipyard ASA was listed on Oslo Axess in December 2007.
Aker Capital II AS, an investment fund controlled by Aker ASA, is
the majority shareholder, holding 57.56% of the shares as of
31 December 2015.

Elements contributing to success:

• State-of-the-art shipyard with modern equipment

• Strong order backlog of approximately USD 1 billion with
delivery dates through Q1 2019

• Access to global shipbuilding and design expertise through
agreements with Hyundai Mipo Dockyard and KOMAC

• A solid track record demonstrated by the delivery of 22
quality vessels (4 containerships, 16 product tankers and
2 aframax tankers) through 2015

• Skilled workforce consisting of direct and contracted
employees with a strong HSE mindset and culture of
improvement

• Opportunistic investment approach with respect to the
post-delivery economics of the vessels that it builds

U.S. Jones Act

U.S. coastwise law, commonly referred to as the Jones Act,
requires all commercial vessels transporting merchandise
between ports in the United States to be built in the United
States, owned, operated and manned by U.S. citizens and
registered under the U.S. flag. The Jones Act market encom-
passes all water-borne transportation between U.S. ports,
including between the mainland U.S. and non-contiguous
areas of Alaska, Hawaii and Puerto Rico, as well as shuttle
tankers in the Gulf of Mexico.
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In review

History

1997 2000 2003 2004 2005 2006 2007 2008

Founded by the
public-private
partnership
consisting of
U.S. govern-
mental agen-
cies and the
Kvaerner Ship-
building
Division

Began con-
struction of the
first two con-
tainer vessels
(CVs)

First CV
delivered to
Matson

Second CV
delivered to
Matson

Matson agrees to
purchase two
additional CVs

Aker American
Shipping ASA
(AKASA) formed
and listed on Oslo
Bors

Third CV
delivered to
Matson

Construction
program of ten
product tankers
(PTs) initiated

Fourth CV
delivered to
Matson

First three PTs
delivered

Two more PTs
ordered for
later
conversion to
shuttle tankers

Split of
AKASA’s
shipbuilding
and ship
owning
operations and
listing of AKPS
on Oslo Axess

Fourth and
fifth PTs
delivered

Graduation
of the first
three
apprentice
classes

First dividend
paid to
shareholders

Facility in 1997
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In review

History

2009 2010 2011 2012 2013 2014 2015

Sixth, seventh
and eighth PTs
delivered

Ninth, tenth
and eleventh
PTs delivered

Secured financing
for construction
of two PTs

Twelfth PT
delivered and
completion of
tanker series
announced in
2005

Signed contract
with SeaRiver
for two aframax
tankers

Sold thirteenth
and fourteenth
PTs to Crowley

Delivered
thirteenth PT

Began con-
struction of the
SeaRiver
vessels

Delivered
fourteenth PT

Signed joint
venture
agreement with
Crowley for
four PTs

Signed agree-
ment with Mat-
son for two
3,600 teu con-
tainerships

15-year anniver-
sary of the ship-
yard

Delivered first
aframax tanker
to SeaRiver

Raised USD
65 million in
equity via private
placement

Signed contract
with Philly Tank-
ers for two PTs,
plus two options

Began
construction of
first four PTs for
Crowley

Changed name
to Philly Shipyard

Delivered second
aframax tanker
to SeaRiver

Delivered first
two PTs to
Crowley

Secured Philly
Tankers options
for Hulls 027 and
028

Facility today
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In review

Key events

2015 key events and highlights
New four-year collective bargaining agreement

On 3 February, the shipyard
finalized a new four-year
collective bargaining agree-
ment with the Philadelphia
Metal Trades Council. The
PMTC is the exclusive bar-
gaining representative for
production and maintenance
employees at the shipyard
and consists of ten unions.

Second aframax tanker delivered to SeaRiver

Hull 020, Eagle Bay, the
second and final aframax
tanker for SeaRiver Maritime,
Inc., was delivered on
13 March. The 820-foot long,
115,000 deadweight ton
(dwt) tanker has an 800,000
barrel (33.6 million gallon)
carrying capacity and is
being used to transport
Alaskan North Slope crude

oil from Prince William Sound, Alaska to U.S. West Coast desti-
nations.

Philly Tankers declared its option and agreed to sell its
product tanker contracts to Kinder Morgan

On 7 July, Philly Tankers
declared its option for two
50,000 dwt product tankers
with deliveries in 2017, solid-
ifying the Company’s order
backlog. On 8 August, Philly
Tankers agreed to sell its
contracts with Philly Ship-
yard for four 50,000 dwt

product tankers (Hulls 025-028) to a subsidiary of Kinder Mor-
gan, Inc. based on a total transaction value of USD 568 million.

Sold joint venture interests to Marathon
On 21 September, Philly
Shipyard agreed to sell its
interest in its joint venture with
Crowley Maritime Corporation
(Crowley) related to the oper-
ation and chartering of four
50,000 dwt product tankers
(Hulls 021-024) to a subsidiary
of Marathon Petroleum

Corporation (Marathon) based on an enterprise value of USD 150
million per vessel.

Delivered Hull 021 to Crowley

On 30 September, the ship-
yard delivered the Ohio, the
first of four 50,000 dwt prod-
uct tankers that it is building
for Crowley. Concurrently, the
Company sold its joint ven-
ture interest in the Ohio to
Marathon, resulting in a gain-
on-sale of USD 10 million.

The 600-foot tanker has a carrying capacity of 14.5 million gal-
lons of crude oil or refined products.

Began construction on Matson CV project

On 1 October, the shipyard
began production activities
on two 3,600 teu “Aloha
Class” containerships that it
is building for Matson Navi-
gation Company, Inc.
(Matson). The contracts for
the vessels were originally
signed in 2013 for a total

value of USD 418 million, with deliveries expected in late 2018
and early 2019.

Name change to Philly Shipyard

The company changed its
name on 30 November fol-
lowing the divestment of its
portfolio of shipping assets,
streamlining the business
and drawing an end to a
successful build-up of

investments as a partial owner in eight Jones Act product tankers
with an approximate contract value of USD 1 billion. The company
changed its ticker symbol on 3 December from AKPS to PHLY on
the Oslo Axess.

Delivered Hull 022 to Crowley

On 23 December, the ship-
yard delivered the Texas, the
second of four 50,000 dwt
product tankers that it is
building for Crowley. Con-
currently, the Company sold
its joint venture interest in
the Texas to Marathon,
resulting in a gain-on-sale of
USD 10 million.
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In review

Investment highlights

Investment highlights
1 Leading Jones Act

commercial shipyard 2 High visibility
into 2019 3 Exposure to positive

market trends 4 Strong dividend
potential

Š State-of-the-art facility with
more than USD 650 million
invested since founding

Š Approximately USD 1 billion
in backlog with last delivery in
Q1 2019

Š Healthy Jones Act shipping
market fundamentals

Š Paying quarterly dividends
since Q2 2014

Š Built over 50% of all large
ocean-going Jones Act
commercial ships since 2000

Š PSI targets to secure orders
in 2016 for its next available
slots 031-032

Š Consolidation in multiple
Jones Act market sectors

Š Strong balance sheet with
available debt capacity

Š Highly skilled workforce with
integrated, fully flexible sub-
contracting

Š Series production with famil-
iar ships offers operational
benefits while maintaining
flexibility to pursue other
market opportunities

Š Agreements to sell interests in
eight tankers in Q3 2015
eliminate exposure to Jones
Act time charter market

Š Expected extraordinary divi-
dends in 2016 based on
strong cash position

Š Culture of high efficiency with
proven ability to improve
productivity

Š Six product tankers and two
container vessels already
under construction

Š Significant replacement
needs remain for aging Jones
Act fleet

Š Sale of shipping assets
expected to contribute to
dividend payouts through
return of equity and gain-on-
sale at vessel deliveries

PHLY order backlog

Matson

Crowley
023 PT

024 PT

025 PT

026 PT

027 PT

028 PT

029 Containership

030 Containership

Philly
Tankers

Q2 2016

Q3 2016

Q4 2016

Q1 2017

Q3 2017

Q4 2017

Q3 2018

Q1 2019

2019Vessel Delivery 2016 2017 2018Customer
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In review

Our values

Our CORE values
Philly Shipyard’s CORE values were designed as a reflection of who we are, and who we aspire to be, as a
shipyard, as an organization, and as individuals.

They capture the pride, passion and commitment behind each action we take and decision we make. They are not words on a page, but
our stand – a united commitment to conquer all challenges and build long lasting relationships. For years to come we will be united by
these values, that give us the platform to deliver on our commitments, every time.

Caring One shipyard Responsible Efficient

Working as family Selfless for every customer Treat it like you own it Being better than yesterday

We are a shipbuilding family, a
unique group comprised of
many backgrounds and eth-
nicities, teams and depart-
ments; but at the end of the
day, we have a healthy respect
and a natural need to protect
each other.

Customers are all around.
From ship owner to process
owner, we are all powerfully
united to deliver. That means
decisions are made in the
best interest of the company,
rather than oneself, or one
team. We are strongest when
we act together.

If you’re responsible for it,
you own it, so treat it like it’s
yours. This means taking the
utmost care for tools and
equipment, making deci-
sions based on the impact to
your bottom line, and simply
doing the right thing. Suc-
cess is in our hands.

A healthy dissatisfaction for
the status quo lives within us.
It fuels the need to challenge
ourselves, and each other, to
find a better way. Being effi-
cient keeps our costs down,
while driving our competitive
edge up.

Caring in action
At Philly Shipyard, the way in which we achieve growth and profitability is as important as
the achievements themselves. Our overriding corporate responsibility is concern for the
communities that we are a part of. We strive to provide products and services in a safe,
environmentally sound, ethical and socially responsible manner.

More information regarding the Company’s corporate social responsibility efforts can be found
on pages 14-15 of the Board of Directors’ report.
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In review

Our safety

Journey toward best-in-class safety

At Philly Shipyard, it doesn’t matter what position you have - we are all united on the journey toward best-in-class safety.

At Philly Shipyard, safety is personal and our credo is clear: We funda-
mentally believe that all incidents are preventable and safety is every-
one’s responsibility; and we promise to be relentless in our pursuit of an
injury-free workforce by creating and maintaining safe working con-
ditions and never compromising safety for anyone, anywhere, at any time.

In 2015, Philly Shipyard adopted a “hurt-based” safety approach. A “hurt-
based” approach not only examines how serious an incident was in itself, but
more importantly, how serious the incident could have been.

As part of the “hurt-based” approach, the shipyard intensified its focus on
reporting near miss incidents, defined as an unplanned event that did not
result in injury, illness or damage – but had the potential to do so. Through the
shipyard’s observation system, employees were encouraged to submit sig-
nificant observations into an intranet-based HSE system, where some were
later reclassified as near miss incidents and investigated for corrective actions.
In total, near miss incident reporting increased by 69% in 2015.

To measure general engagement in the yard, all employees and subcon-
tractors participated in a survey six months after rolling out the “hurt-based”
safety approach. The top rated question from all groups (non-union, union and
subcontractors) was “I understand why near misses are important.” Examining
near misses has become a “way of life” at the shipyard and is a valuable tool
for tracking leading indicators that will follow for years to come.

Philly Shipyard also continued its extensive reward and recognition program
that acknowledges employees who provide unwavering support to HSE ini-
tiatives. In 2015 the company recognized over 275 significant observations,
four notable safety teams and 16 safety suggestions.

We continue our belief that, together, we can build a safer future. At Philly
Shipyard, it doesn’t matter what position you have - we are all united on the
journey toward best-in-class safety.

01 02 03 04 05 06 07 08 09 10 11 12 14 1513

All incident frequency

Lost time frequency

Industry
average

2013 2014 2015
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Philly Shipyard | Year of Change
2015 was characterized by change. We started the year as both shipbuilders and shipowners. We had an
innovative plan in place to become part owners in eight Jones Act product tankers with an approximate con-
tract value of USD 1 billion. By the end of the year, we had successfully divested these shipping assets,
effectively locking-in our exposure to the Jones Act time charter market at today’s levels. Back to our roots
of being a pure-play shipyard again.

In addition, we changed our name to Philly Shipyard. Philly Ship-
yard, structurally, is no different than Aker Philadelphia Shipyard.
The company is still majority owned by Aker Capital II (formerly
Converto Capital Fund – it rebranded as well), an investment arm
of Aker ASA. We chose the new name because it more accurately
reflects the shipyard we have become in recent years – meaning,
we have won contracts and delivered on our promises, while
growing our independence and standing firmly on our own two
feet as a company. The new name also better defines who we are
and where we are going.

Back to basics – Shipbuilding

In Q2, we announced a plan to divest the company’s shipping
assets, which consisted of exposure to four product tankers
through a joint venture with Crowley and four more product tank-
ers through an investment in Philly Tankers. During Q3, we agreed
to sell our interests in the Crowley joint venture to a subsidiary of
Marathon Petroleum Corporation. Around the same time, Philly
Tankers agreed to sell its four product tanker contracts to a sub-
sidiary of Kinder Morgan, Inc. These were attractive opportunities
to capitalize on the strong Jones Act time charter rates and bring
shareholder value while reducing the company’s risk profile.
These transactions allow us to make a nice profit and refocus the
organization on shipbuilding.

Securing open slots as product tankers

On the shipbuilding front, we have a strong orderbook of nearly
USD 1 billion, right about where we began the year. Last year,
Philly Tankers ordered two product tankers and received an
option to order two more identical vessels. On July 7, Philly Tank-
ers declared its option, solidifying the shipyard’s order backlog
with delivery dates into 2019. Securing these open slots as prod-
uct tankers was a key victory for us, as we had already com-
menced production preparations and equipment orders for these
two option vessels.

Delivering on customer commitments

On March 13, we delivered the second Aframax tanker, Eagle Bay,
to SeaRiver Maritime, Inc., ExxonMobil’s U.S. marine affiliate. The
delivery marked the completion of a project that was initiated in
2011, and I can say with certainty that working alongside a world-
class company like ExxonMobil has transformed our company for
the better. They expected our best and they got it as we delivered
two quality vessels that were also the largest commercial vessels
ever built in Philadelphia.

On October 1, we delivered the first of four MT50 product tankers,
the Ohio, to Crowley. While in many ways this vessel is the same
as the 14 previous MT46 product tankers we’ve built, there are
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In review

Letter from the President and CEO

some notable differences. This series is the first to be built with
consideration for the use of LNG for propulsion in the future,
and also incorporates numerous fuel efficiency features, flexible
cargo capability and the latest regulatory requirements. The
second of the four MT50 product tankers, the Texas, was deliv-
ered to Crowley on December 23. In shipbuilding, satisfying
your customers and delivering on your promises is what will
keep customers coming back, and we are thrilled to have
Crowley as a repeat customer. It’s the best compliment.

By the end of 2015, all vessels in the remaining backlog were
under construction – two 50,000 dwt product tankers for Crow-
ley, four more 50,000 dwt product tankers for Philly Tankers
(which will be delivered to Kinder Morgan) and two 3,600 teu
container vessels for Matson.

Striving for operational excellence

Delivering quality ships is what builds our reputation over time,
but internally, a steadfast focus on operational excellence is
needed to deliver. We measure this in the following areas:

✓ HSE – The goal will always be zero incidents. Skeptics call
it unachievable, but I believe wholeheartedly that zero
incidents is possible. Most days we win, some days we
lose, but we always dust ourselves off and get our heads
back in the safety game. Someone once told me it’s no
different than (U.S.) football. The goal is to win the Super
Bowl. You may lose a game on the way, but the very next
day, the goal is still the same. We don’t quit and we never
take our eye off it.

That focus pays off. In 2015, our Lost Time Incident (LTI)
rate and Total Recordable Incident (TRI) rate improved
from 2014, but there is always room for improvement and
we can never let our guard down.

✓ People – Over the last year, we have taken a hard look at
all aspects of our company culture to determine what
moves the production needle. In July, we asked all
employees and subcontractors for their feedback in a
survey. The results? Employees wanted to see that leader-
ship was investing in the facility and walking the talk when
it comes to our CORE values. They care about our ship-
yard and they care about leadership engagement, and I
couldn’t be happier to hear that. We are passionately
committed to improving the way we communicate and
collaborate with our colleagues, and have increased our
CAPEX budget for 2016 to make the necessary shipyard
improvements and prepare for our future.

✓ Cost – In 2015, we delivered an EBITDA of USD 42.7 mil-
lion compared to USD 32.1 million in 2014. Two main driv-
ers of 2015 EBITDA were the gain-on-sale of the shipping
assets pertaining to Hulls 021 and 022 and the recognition
of previously deferred profits upon the delivery of those
two vessels.

In Q3, we conducted a thorough analysis of our production
schedule and budgets based on experiences with the
construction activities on our current tanker program, as
well as engineering and procurement activities on the
upcoming containerships. As a result, we prepared a

revised forecast which included higher construction costs
and later delivery dates than prior forecasts. Rest assured,
I am not pleased and we will do better. Corrective actions
have been put in place to address some of the additional
costs and schedule impacts.

✓ Operations – We have made generous strides in some
areas throughout the year. The most recent example is a
company record that we set with the delivery of Hull 022 –
for the first time in the 16 year history of the shipyard, a
ship was delivered within two weeks of returning from sea
trials. This was truly a remarkable shipyard-wide effort that
united many departments working toward the same goal. I
could not be more pleased.

We also found our groove again in the product tanker ser-
ies. We set an internal goal to build at a rate of 3.1 ships
per year, and at the end of 2015, we were building at a
speed of more than 3.5 ships per year.

Building the future

Philly Shipyard is in a very good position today with a strong
cash balance, a long orderbook and upcoming deliveries to
three different U.S. Jones Act customers. If you look at the
international markets you will see that shipbuilding was a tough
industry in 2015. Many yards in Asia and Europe lost a lot of
money and many shipbuilders at those yards lost their jobs. In
contrast, the Jones Act market may have softened a bit, but it
remained healthy. In order to maintain our competitive advan-
tage in the Jones Act market, what we need to do is to focus on
improving our own performance and build even stronger rela-
tions with our partners and customers. Our vision is to be the
leading commercial shipyard in the United States and we will
work hard to meet our goals: reduce the number of incidents,
beat our budgets, develop our people and talents and secure
new orders beyond 2018.

In closing, I want to thank our Board of Directors and all of my
colleagues at the shipyard who work safely every day to help us
fulfill our vision of being the leading U.S. shipbuilder that deliv-
ers on its commitments, every time.

Steinar Nerbovik
President and CEO

Philadelphia, March 4, 2016
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Board of Directors’ report

Board of Directors’ report 2015
Philly Shipyard ASA and its subsidiaries (referred to herein as a group as “Philly Shipyard” or the “Company”)
is a leading shipbuilder in the U.S. Jones Act market. Aker Capital II AS, an investment fund controlled by
Aker ASA, is the majority shareholder in Philly Shipyard ASA.

Highlights
✓ Philly Shipyard finalized a new four-year collective bargaining agreement with the Philadelphia Metal

Trades Council on 3 February 2015

✓ Philly Shipyard delivered Hull 020, the second and last aframax vessel for SeaRiver, on 13 March 2015

✓ Philly Shipyard executed definitive documentation for a USD 60 million secured term loan through the
Welcome Fund loan program on 16 March 2015

✓ On 7 July 2015, Philly Tankers declared its option for Hulls 027 and 028 with deliveries in 2017

✓ On 8 August 2015, Philly Tankers agreed to sell its four product tanker contracts with Philly Shipyard to
Kinder Morgan based on a total transaction value of USD 568 million

✓ On 21 September 2015, Philly Shipyard agreed to sell its interests in the four-tanker PHLY-Crowley joint
venture to Marathon based on an enterprise value of USD 150 million per vessel

✓ On 30 September 2015, Hull 021, the first product tanker in the current four-vessel series for Crowley, was
delivered and Philly Shipyard’s joint venture interests pertaining to Hull 021 were sold, resulting in a gain-
on-sale of USD 10.0 million and recognition of previously deferred profits of USD 5.1 million

✓ On 30 November 2015, the Company changed its name to Philly Shipyard ASA

✓ On 23 December 2015, Hull 022, the second product tanker in the current four-vessel series for Crowley,
was delivered and Philly Shipyard’s joint venture interests pertaining to Hull 022 were sold, resulting in a
gain-on-sale of USD 10.0 million and recognition of previously deferred profits of USD 5.8 million

✓ On 28 December 2015, the Company signed a commitment letter with Cat Financial for a USD 150 million
loan facility to finance the construction of Hulls 025-028

✓ Philly Shipyard paid dividends for 2015 totaling USD 12.1 million in the aggregate and NOK 8.06 per share

✓ As of 31 December 2015, Philly Shipyard had an order backlog of USD 983.8 million with the last delivery in
Q1 2019

✓ For the year ended 31 December 2015, Philly Shipyard realized operating revenues and other income of USD
307.0 million, an increase of USD 34.3 million from 2014, and earnings before interest, taxes, depreciation, and
amortization (EBITDA) of USD 42.7 million, compared to EBITDA of USD 32.1 million in 2014

Activities

The main entities in Philly Shipyard are
the Norwegian holding company, Philly
Shipyard ASA (referred to herein as
“PHLY”), and its U.S. operating sub-
sidiary, Philly Shipyard, Inc. (referred to
herein as “PSI” or the “Shipyard”), a lead-
ing U.S. commercial shipyard. PHLY is
located in Oslo, Norway, while PSI is
located in Philadelphia, Pennsylvania,
USA.

As of 31 December 2015, PSI’s work-
force consisted of 1,274 people, with a
breakdown of 598 direct employees and
676 subcontracted personnel.

Philly Shipyard’s business strategy
for PSI is to build merchant vessels for

operation in the U.S. Jones Act market
and to opportunistically participate in the
post-delivery economics of those vessels.
At the end of the fourth quarter of 2015,
Philly Shipyard had eight vessels under
construction – two product tankers under
contract with Crowley (Hulls 023-024),
four product tankers under contract with
Philly Tankers (Hulls 025-028), which
contracts will be sold by Philly Tankers to
Kinder Morgan upon delivery, and two
containerships under contract with Mat-
son (Hulls 029-030). Construction started
on all four of Kinder Morgan’s product
tankers and both of Matson’s container-
ships in 2015.

Cost efficient and cost competitive
construction of new vessels is critical for

the success of Philly Shipyard’s business
model. There are several factors that
position Philly Shipyard to capitalize on
this market: a state-of-the-art shipyard
with modern equipment; a strong order
backlog of approximately USD 1 billion
with delivery dates into 2019; access to
global shipbuilding and design expertise
with Hyundai Mipo Dockyard and
KOMAC; and a solid track record as evi-
denced by the delivery of four container
vessels to Matson, twelve 46,000 dwt
product tankers to American Shipping
Company (AMSC) and Overseas
Shipholding Group, (OSG), two 46,000
dwt product tankers to Crowley, two
aframax tankers to SeaRiver and two
50,000 dwt product tankers to Crowley.
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Board of Directors’ report

The Jones Act market
The U.S. Jones Act generally restricts the
marine transportation of cargo and pas-
sengers between points in the United
States to vessels built in the United States,
registered under the U.S. flag, manned by
predominately U.S. crews, and 75% owned
and controlled by U.S. citizens. The ability
of the Company to win contracts is in part
dependent on its unique ability to construct
vessels that are eligible for U.S. Jones Act
trades, and the Jones Act requirement for
construction of the vessels in the United
States limits competition for future con-
tracts. Since the Company is not a U.S.
citizen for purposes of the Jones Act, the
Company’s ability to maintain an economic
interest in the vessels it constructs
depends on compliance with certain Jones
Act rules and interpretations.

The Master Agreement, Shipyard
Lease and Authorization Agreement
with PSDC
PSI currently operates its shipyard under a
99-year lease with PSDC, a government-
sponsored non-profit corporation. A Master
Agreement, a Shipyard Lease and an
Authorization Agreement govern PSI’s rela-
tionship with PSDC and the various gov-
ernmental parties that have contributed to
the establishment of the Shipyard.

Under the Master Agreement, the gov-
ernmental parties have provided approx-
imately USD 438 million for the renovation
and modernization of the facility and train-
ing of the workforce. PSI was required to
make certain qualified infrastructure
investments totaling USD 135 million, which
have been fully satisfied. PSI was also
required to match government funding for
certain training costs totaling USD 50 mil-
lion, which has been fulfilled.

Under the Shipyard Lease, PSDC has
the right to recapture the Shipyard if PSI
fails to maintain an average of at least
200 full-time employees at the Shipyard for
90 consecutive days, subject to the right of
PSI to complete work-in-process projects
and a one-time, limited cure right which
allows PSI to restore the lease to a 5-year
term under certain circumstances. With the
current business plan, the Company
considers it unlikely that this termination
event will be triggered as long as there is
ongoing shipbuilding activity at the Ship-
yard.

Strategy
Philly Shipyard will, through its unique
partnerships and experience obtained dur-
ing construction of tankers and container-
ships, strive to be the most efficient
shipyard in the U.S. Jones Act market for

production of merchant vessels. Philly
Shipyard intends to leverage its significant
backlog and visibility into 2019 to drive
improvement in all aspects of its business.
Philly Shipyard will continue to monitor and
evaluate how to derive the maximum bene-
fit from its competitive advantage and
market share. If production capacity is
available, PSI will also pursue fabrication
opportunities outside of traditional ship-
building where its core competencies in
steel fabrication, heavy lifting and project
management are advantageous.

In 2015, Philly Shipyard launched a plan
to divest all of its shipping assets, consisting
of its investments in both the PHLY-Crowley
joint venture and Philly Tankers. In Q3 2015,
Philly Shipyard and Philly Tankers executed
definitive documents to divest these shipping
assets, streamlining the business and marking
a successful conclusion to an innovative plan
to invest in eight Jones Act product tankers
with an approximate contract value of USD 1
billion through the PHLY-Crowley joint venture
(Hulls 021-024) and Philly Tankers (Hulls 025-
028). Going forward, Philly Shipyard will
remain opportunistic in its approach with
respect to investing in the post-delivery eco-
nomics of the vessels that it builds.

Philly Shipyard’s research and develop-
ment activities are primarily related to two
areas. The first area is the development of
PSI’s building methodology and working
methods to ensure that PSI takes maximum
benefit of the learning curve and produces
each grand block and each vessel more
efficiently than the previous one. The sec-
ond area is work related to the development
of new vessels. Ordinarily, PSI will attempt
to identify and license existing best in class
designs and cooperate with the owners of
such designs to make such modifications
as are necessary. However, when existing
designs are unavailable or unsuitable, PSI
will develop new designs to meet the needs
of the market.

Key events 2015
On 3 February 2015, a new four-year collec-
tive bargaining agreement was ratified by
the Philadelphia Metal Trades Council,
which represents the ten unions at the
shipyard. This new labor contract will
extend until 31 January 2019.

On 26 February 2015, Philly Tankers
announced it entered into binding long-
term charter contracts with a domestic
end-user for its two 50,000 dwt product
tankers under contract with Philly Shipyard
(Hulls 025-026).

On 12 March 2015, the PHLY-Crowley
joint venture announced that it had received
a commitment for a USD 325 million facility
for post-delivery financing of its four 50,000

dwt product tankers under contract with
Philly Shipyard (Hulls 021-024).

On 13 March 2015, Philly Shipyard
delivered the second and last aframax
vessel to SeaRiver, ExxonMobil Corpo-
ration’s U.S. marine affiliate. The vessel is
currently successfully serving SeaRiver’s
transportation needs in the Alaska trade.

On 16 March 2015, Philly Shipyard
executed definitive documentation for a
USD 60 million secured term loan through
the Welcome Fund loan program. The loan
has a fixed interest rate of 2.625% through
maturity. The loan has a five-year term and,
as of year-end, was secured by a second
lien on Hulls 021-028 during construction,
a first lien on USD 13.1 million of cash col-
lateral and a first lien on Philly Shipyard’s
shares in Philly Tankers.

On 7 July 2015, Philly Tankers
declared its option for Hulls 027 and 028
with deliveries in 2017. These firm con-
tracts solidified the Company’s order back-
log between the first two product tankers
for Philly Tankers (Hulls 025 and 026) and
the two containership vessels for Matson
(Hulls 029 and 030).

On 8 August 2015, Philly Tankers
agreed to sell its four product tanker con-
tracts with Philly Shipyard (Hulls 025-028)
to a subsidiary of Kinder Morgan based on
a total transaction value of USD 568 million.

On 21 September 2015, Philly Ship-
yard agreed to sell its interests in the four-
tanker PHLY-Crowley joint venture (Hulls
021-024) to a subsidiary of Marathon
based on an enterprise value of USD 150
million per vessel.

The Kinder Morgan and Marathon trans-
actions are anticipated to result in a total pre-
tax gain of approximately USD 64 million for
Philly Shipyard, inclusive of Philly Shipyard’s
53.7% ownership of Philly Tankers. The clos-
ings with respect to Hulls 021 and 022
occurred in Q3 2015 and Q4 2015,
respectively. The closings with respect to
Hulls 023-028 will occur at delivery.

On 30 September 2015, Hull 021, the
first product tanker in the current four-
vessel series for Crowley, was delivered
and Philly Shipyard’s joint venture interests
pertaining to Hull 021 were sold, resulting
in a gain-on-sale of USD 10.0 million and
recognition of previously deferred profits of
USD 5.1 million. This delivery marked the
first time a product tanker was constructed
at the shipyard with consideration for the
use of LNG for propulsion in the future.

On 5 October 2015, Jan Ivar Nielsen
joined Philly Shipyard as Chief Financial
Officer.

On 30 November 2015, the Company
changed its name to Philly Shipyard ASA.
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In addition, the Company changed its ticker
symbol on the Oslo Axess from AKPS to
PHLY effective 3 December 2015.

On 23 December 2015, Hull 022, the
second product tanker in the current four-
vessel series for Crowley, was delivered
and Philly Shipyard’s joint venture interests
pertaining to Hull 022 were sold, resulting
in a gain-on-sale of USD 10.0 million and
recognition of previously deferred profits of
USD 5.8 million.

On 28 December 2015, the Company
signed a commitment letter with Caterpillar
Financial Services Corporation (Cat Finan-
cial) for a USD 150 million loan facility to
finance the construction of the four Philly
Tankers vessels (Hulls 025-028). The facility
will be subject to a maximum borrowing
amount of USD 75 million per vessel and
secured by a first lien on the four vessels.
The loans will accrue interest at three-
month LIBOR plus 3.0%. Philly Shipyard
expects to enter into definitive agreements
for this facility in Q1 2016.

As of 31 December 2015, the project
to construct two aframax tankers (Hulls
019-020) for SeaRiver was 100% complete.
These tankers are intended to be used to
transport Alaskan North Slope crude oil
from Prince William Sound, Alaska to the
U.S. West Coast.

As of 31 December 2015, the project
to construct four 50,000 dwt product tank-
ers (Hulls 021-024) for Crowley was
approximately 89% complete. Construction
of all four vessels commenced in 2014 and,
as noted above, the first two vessels (Hulls
021 and 022) were delivered in 2015.

As of 31 December 2015, the project
to construct four 50,000 dwt product tank-
ers (Hulls 025-028) for Philly Tankers was
approximately 11% complete. Construction
of all four vessels commenced in 2015. The
contracts for these vessels will be sold by
Philly Tankers to Kinder Morgan at delivery.

As of 31 December 2015, the project
to construct two containership vessels
(Hulls 029-030) for Matson was less than
1% complete. Construction of both vessels
commenced in 2015.

During Q3 2015, Philly Shipyard com-
pleted a thorough analysis of its production
schedule and budgets based on its experi-
ences with the construction activities on the
current product tanker program and the
purchasing and engineering activities on the
Matson project. As a result of this analysis,
the Company prepared a revised forecast
for Q3 2015 which included higher costs of
construction and later delivery dates for the
vessels in Philly Shipyard’s backlog than
previous forecasts. This revised forecast
was further adjusted for Q4 2015 to slightly
decrease the costs of construction. The

Company’s 2015 results are based on the
Q4 2015 forecast. Corrective actions have
been put in place to address some of these
additional costs and schedule impacts.

Philly Shipyard paid dividends for 2015
totaling USD 12.1 million.

Review of the annual accounts
Philly Shipyard prepares and presents its
accounts according to International Finan-
cial Reporting Standards (IFRS) as adopted
by the European Union.

PHLY was formed on 16 October 2007
to be the holding company of PSI which
owns the shipyard located in Philadelphia,
Pennsylvania, USA.

In accordance with IFRS, Philly Ship-
yard is recognizing the two aframax tanker
order by SeaRiver, the four MT-50 tanker
order by Crowley and the two containership
vessel order by Matson as single projects.
As such, revenue and expense for these
vessels have been recognized on a total
project basis. 100% of the revenue and
expense for each vessel included in the four
MT-50 tanker order by Philly Tankers (Hulls
025-028) will be recognized at delivery. As
of 31 December 2015, the SeaRiver project
was 100% complete, the Crowley project
was approximately 89% complete, the
Philly Tankers project was approximately
11% complete and the Matson project was
less than 1% complete.

Order backlog
As of 31 December 2015, PSI’s order back-
log was USD 983.8 million and represents
an obligation to produce vessels that have
not yet been delivered to the Company’s
customers. Order backlog consists of
future revenues and is subject to adjust-
ment based on change orders as defined in
the shipbuilding contracts. At the end of
the year, the order backlog was comprised
of two product tankers under contract with
Crowley, four product tankers under con-
tract with Philly Tankers and two container
vessels under contract with Matson. The
net backlog decrease of USD 29.2 million
from 2014 is due to continued progress
made on the SeaRiver and Crowley proj-
ects which was partially offset by the firm
contracts entered into with Philly Tankers
(Hulls 027-028).

Profit and loss accounts
In 2015 Philly Shipyard had operating rev-
enues of USD 286.3 million from continued
progress on the SeaRiver and Crowley
projects. Both of these projects recognize
revenues based on the percentage of
completion method, based primarily on the
scope of completed work compared to
estimated overall project scope. 2014
operating revenues of USD 240.2 million

represented revenues from continued prog-
ress on the aframax tankers being built for
SeaRiver and the product tankers being
built for the PHLY-Crowley joint venture.
2015 other income of USD 20.7 million was
comprised of the gain-on-sale of Philly
Shipyard’s joint venture interests pertaining
to Hulls 021 and 022 and profit in equity-
accounted investees (Philly Tankers). 2014
other income of USD 32.4 million was
comprised of the net gain-on-sale of the
profit sharing interests on Hulls 017 and
018 to Crowley and profit in equity-
accounted investees (Philly Tankers).

Philly Shipyard’s operating profit before
interest, taxes, depreciation and amor-
tization (EBITDA) was USD 42.7 million in
2015 compared to USD 32.1 million in
2014. These figures correspond to EBITDA
margins of 13.9% and 11.8%, respectively.

Depreciation and amortization expense
was USD 6.5 million in 2015 and
USD 7.5 million in 2014. Philly Shipyard’s
operating profit before interest and taxes
(EBIT) was USD 36.3 million in 2015, com-
pared to EBIT of USD 24.7 million in 2014.

Net financial items were negative
USD 3.5 million in 2015, compared to
negative USD 5.8 million in 2014. Net
financial items in 2015 were primarily driven
by higher unrealized currency losses on
foreign exchange forward contracts and
interest expense on net debt, with similar
figures to the same period of the prior year.

Income tax expense for 2015 was
USD 15.4 million, compared to income tax
expense of USD 5.3 million in 2014.

In 2015, Philly Shipyard’s net income
was USD 17.4 million and its basic and
diluted earnings per share was USD 1.44.
The corresponding figures for 2014 were
net income of USD 13.6 million and basic
and diluted earnings per share of
USD 1.12.

The increase in EBITDA year-over-year
was driven by the gain-on-sale of USD 20.0
million and the recognition of previously
deferred profits of USD 10.9 million upon
the deliveries of Hulls 021 and 022.

Cash flow
The Company’s cash flow from operations
depends on payment terms for con-
struction and delivery settlement for the
vessels sold to external customers. Total
net cash flow used in operating activities in
2015 was USD 1.9 million compared to
total net cash flow used in operating activ-
ities of USD 68.0 million in 2014. As noted
previously, the significant changes year-to-
year are caused by the timing of ship deliv-
eries and the level of completion of vessels.

Net cash flow from investment activ-
ities was USD 13.6 million in 2015 and USD
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33.7 million in 2014. These investments
were primarily proceeds from the sale of the
shipping assets for Hulls 021 and 022 offset
slightly by infrastructure improvements and
equipment replacements. 2014 investment
activities of the Company also include its
investment in Philly Tankers and proceeds
from its sale of the profit share assets.

Net cash flow from financing activities
was USD 17.8 million in 2015 and net cash
flow from financing activities in 2014 was
USD 6.0 million in 2014. Net inflows in
2015 were primarily from the Welcome
Fund loan and Caterpillar construction loan
draws (net) and offset slightly by the
repayment of the Philly Tankers note, the
restricted cash deposit of USD 13.1 million
for the Welcome Fund loan and dividends
paid. Net inflows in 2014 were primarily
from the equity issuance proceeds and the
Philly Tankers note which were reduced by
dividends paid and share buybacks.

Statement of financial position and
liquidity

As of 31 December 2015, Philly Shipyard had
cash and cash equivalents of USD 69.9 mil-
lion. The corresponding figure for 2014 was
USD 40.5 million. The increase was primarily
driven by milestone payments made by
customers, draws under the Caterpillar loan
facility and the Welcome Fund loan and
partially offset by dividends paid. At year-end
2015, Philly Shipyard’s net working capital
was USD 85.1 million, compared to USD
40.5 million at 31 December 2014.

Current assets as of 31 December
2015 are mainly comprised of cash and
cash equivalents of USD 69.9 million,
vessels-under-construction receivable of
USD 111.7 million, work-in-process of USD
41.5 million, restricted cash of USD 7.0 mil-
lion and prepayments and other receivables
of USD 5.9 million, while current assets as
of 31 December 2014 were mainly com-
prised of cash and cash equivalents of USD
40.5 million, vessels-under-construction
receivable of USD 87.9 million, restricted
cash of 13.0 million and prepayments and
other receivables of USD 10.6 million. The
increase in current assets is primarily due to
the increase in vessels-under-construction
receivable and work-in-process.

Non-current assets as of 31 December
2015 of USD 126.3 million consist of prop-
erty, plant and equipment, restricted cash,
equity-accounted investees, deferred tax
assets and other non-current assets. As of
31 December 2014, non-current assets
totaled USD 116.4 million and consisted of
property, plant and equipment, restricted
cash, equity-accounted investees and other
non-current assets.

Current liabilities as of 31 December 2015
of USD 151.0 million are mostly related to
trade payables and accrued liabilities, income
taxes payable, construction loans, customer
advances, net and the current portion of the
Philly Tankers note. The corresponding figure
for 2014 was USD 111.5 million. The increase
is primarily driven by the Caterpillar con-
struction loans, customer advances, net and
trade payables and accrued liabilities and
partially offset by the repayment of the Philly
Tankers note. Interest-bearing debt increased
to USD 102.3 million at 31 December 2015
compared to USD 57.2 million as of
31 December 2014. This increase was
attributable to the Welcome Fund loan and
Caterpillar construction loans (net) which was
partially offset by repayment of the Philly
Tankers note.

At year-end 2015, total equity was
USD 143.4 million and the equity ratio was
40% of total assets. Corresponding figures
for 2014 were USD 138.2 million and 52%,
respectively. The increase in equity was the
result of the current year’s profit partially
offset by the dividends paid.

The Board deems that the Company as
of 31 December 2015 is financially sound
and has an appropriate financing structure.

Risks
Market risks

The overall market risk is related to the
Jones Act. Interest groups have lobbied the
U.S. Congress in the past to repeal or
modify the Jones Act, and legislation to
remove the U.S-build requirement of the
Jones Act has been proposed, but market
experts believe that repeal of or significant
changes to the Jones Act are unlikely.
Repeal of or significant changes to the
Jones Act could, among other things,
increase competition from foreign (non-
U.S.) shipbuilders with lower costs or
require increased use of higher priced
domestic content, and as a result reduce
the demand for U.S.-built vessels. In order
to address this risk, the Company has con-
tinuous engagement with local, state and
federal government officials.

Philly Shipyard is also exposed to
market risk related to imbalance between
supply and demand for vessels in the
Jones Act market, which may result in a
reduction of vessel prices and/or delay in
new projects. Philly Shipyard faces risks
related to the contracts for its vessels,
including the risk that those contracts are
cancelled and the underlying vessels are
ultimately sold to third parties for less
favorable terms. In addition, Philly Shipyard
faces risks, including early termination of

its facility lease, if it is unable to secure new
orders beyond the Matson project (i.e.,
Hulls 029 and 030).

Operational risks
Philly Shipyard faces risks related to
construction of vessels. The Shipyard’s
ability to meet budgets and schedules may
be adversely affected by many factors,
including changes in productivity, shortages
of materials, equipment and labor and
changes in the availability and pricing of key
vendors for design and procurement
services. The Shipyard’s operations also
depend on stable supplier networks. In
addition, the Company faces challenges
attracting and retaining skilled workers at
forecasted rates.

The Company furthermore faces chal-
lenges related to the construction of new
classes of vessels, as well as managing
multiple projects at the same time. These
challenges sometimes tend to impact qual-
ity, timely delivery and cost efficiencies. In
order to address these risks, the Company
has entered into contracts with design and
procurement partners for all of the new-
builds in its existing backlog.

Philly Shipyard will during 2016 and
2017 transition from building Hulls 023-028
as tankers to building Hulls 029 and 030 as
prototype container vessels. Management
views the container vessels as a higher risk
since the main activity during the last ten
years has been building tankers and the
last container vessel was delivered in 2006.

The Company depends on unionized
labor for construction of vessels. Work
stoppages or other labor disturbances
could have a material adverse effect on the
Company’s business, results of operations
and financial condition. In order to mitigate
this risk, the Company has signed a collec-
tive bargaining agreement with the Unions.
The collective bargaining agreement
includes a no-strike clause.

The Company further depends upon a
99-year lease agreement for the shipyard
facility and the future operations of the yard
will accordingly be dependent upon the
Company fulfilling its obligations under this
lease agreement. For more details regard-
ing this lease, see “The Master Agreement,
Shipyard Lease and Authorization Agree-
ment with PSDC” on page 11.

The Company’s operations are subject
to the usual hazards inherent in shipbuild-
ing, such as the risk of equipment failure
and work accidents. These hazards can
cause personal injury and loss of life, busi-
ness interruption, construction delays,
property and equipment damage, pollution
and environmental damage. The Company
continues to implement its Health, Safety
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and Environment (HSE) management sys-
tem and provide training to its workforce to
mitigate these risks. The Company’s policy
of covering these risks through contractual
limitations of liability and indemnities and
through insurance may not always be
effective, and customers and subcon-
tractors may not have adequate financial
resources to meet their indemnity obliga-
tions to the Company.

The Company’s operations are subject to
numerous international, national, state and
local environmental, health and safety laws,
regulations, treaties and conventions, includ-
ing, inter alia, those controlling the permitted
and unpermitted discharge of materials into
the environment, requiring removal and
cleanup of environmental contamination,
establishing certification, licensing, health and
safety, labor and training standards, or other-
wise relating to the protection of human health
and the environment. Sanctions for failure to
comply with these requirements, which may be
applied retroactively, may include: admin-
istrative, civil and criminal liabilities, revocation
of permits to conduct business and corrective
action orders, including orders to investigate
and clean up contamination.

Financial risks
Philly Shipyard’s activities expose it to a
variety of financial risks: market risk
(including commodity pricing risk, currency
risk and price risk), credit risk and cash
flow interest-rate risk. Philly Shipyard’s
overall risk management program focuses
on the unpredictability of financial markets
and seeks to minimize potential adverse
effects on Philly Shipyard’s financial per-
formance. Philly Shipyard uses derivative
financial instruments to hedge certain risk
exposures.

Risk management is carried out under
policies and protocols approved by the
Board of Directors. The Board of Directors
provides principles for overall financial risk
management as well as policies covering
specific areas such as foreign exchange
risk, interest-rate risk, credit risk and use of
derivative financial instruments and non-
derivative financial instruments.

The Company is exposed to changes
in prices of steel and other materials. The
Company attempts to mitigate its exposure
with respect to steel and other material
price escalation. PSI and Crowley share the
risk of steel price escalation on Hulls 021-
024 through the joint venture structure. PSI
bears the risk of steel price escalation on
Hulls 025-028. Matson bears the risk of
steel price escalation on Hulls 029 and 030.

The Company is subject to exchange
rate risk. In order to mitigate exposure to
this risk, the Company has secured foreign

exchange forward contracts for its known
requirements for foreign currency for Hulls
023-030.

Philly Shipyard operates in business
areas that are capital intensive. The Com-
pany is dependent upon having access to
construction financing facilities and other
loans and debt facilities to the extent its
own cash flow from operations and mile-
stone payments from customers are
insufficient to fund its operations and capi-
tal expenditures. In turn, Philly Shipyard
must secure and maintain sufficient equity
capital to support construction financing
facilities.

Philly Shipyard regularly monitors the
financial health of its construction financing
lenders as well as the financial health of the
financial institutions which it uses for cash
management services and in which it
makes deposits and other investments.

Through construction financing, the
Company is exposed to fluctuations in inter-
est rates. There is no construction financing
for the Matson project (i.e., Hulls 029 and
030), as these contracts will be fully funded
by customer milestone payments.

The credit risk of ship owners is eval-
uated upon contract signing. Typically, ship
owners have financing approvals in place
before they enter into contracts with the
Company. At the completion of a vessel,
transfer of ownership takes place upon
settlement. Should a ship owner fail to pay,
the Company may attempt to dispose of
the vessel in the open-market to recover
Philly Shipyard’s construction costs.

The Company accrues an estimate for
future warranty claims on its outstanding
projects. Thus far the claims have been in
line with the reserve amounts. In order to
mitigate the risk of warranty claims exceed-
ing warranty provisions, the Company has
secured back-to-back warranties for most
major components on the vessels.

Events after 31 December 2015

On 1 February 2016, James H. Miller was
elected as the new Chairman of the Board
of Directors of PHLY at an extraordinary
general meeting.

On 17 February 2016, the PHLY Board
of Directors approved a quarterly dividend
for Q4 2015 of USD 0.25 per share.

The going concern assumption

In view of Philly Shipyard’s current financial
position and backlog, the Board confirms
the going concern assumption and that the
2015 annual accounts have been prepared
based on the assumption of a going con-
cern.

Parent company accounts and
allocation of loss for the year
The income/(loss) account of Philly Ship-
yard ASA shows a loss for the year 2015 of
USD 0.9 million. The Board of Directors
proposes that the loss for the year be allo-
cated as shown below:

Dividend payments USD (12.1) million

Other equity USD (0.9) million

Total allocated USD (13.0) million

As of 31 December 2015, the parent
company has approximately USD 56 million
of equity which could be distributed to
shareholders by the Board in accordance
with the Company’s dividend policy. Based
on the equity level of the parent company,
the Board intends to continue paying quar-
terly dividends during 2016.

In addition, based on the Company’s
strong cash position, the Company intends
to pay a series of extraordinary dividends in
2016 subsequent to the future deliveries of
Hulls 023, 024 and 025. The first extra-
ordinary dividend payment is planned for Q2
2016.

The parent company’s only assets are
cash and the investment in subsidiary (PSI).

Corporate social responsibility
Maintaining a healthy and safe workplace
and being friendly to the environment is an
important part of Philly Shipyard’s strategy.
Philly Shipyard develops policies to comply
with or exceed all federal, state and local
requirements.

All of the Company’s employees are
located in Philadelphia, Pennsylvania in the
United States of America. The Company
believes that being a good corporate citi-
zen is good business. The Company organ-
izes a toy collection drive and volunteer
events for the local hunger relief center and
contributes to a variety of charitable orga-
nizations.

Philly Shipyard seeks to be an attrac-
tive employer and maintains a human rela-
tions policy that is open and fair. Philly
Shipyard is committed to providing equal
employment opportunity to all employees
and applicants for employment, regardless
of race, color, ethnic background, gender,
religion, age, marital status, sexual ori-
entation, national origin, citizenship status,
disability, veteran status or any other
legally protected status. Diversity strength-
ens Philly Shipyard’s overall capacity and
skills. In support of this diversity, PSI cur-
rently maintains an approximately 39%
minority workforce.

The maritime industry has traditionally
been male-dominated. The entire industry
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faces the challenge of increasing the pro-
portion of female employees. The Company
has taken some affirmative steps to address
this challenge. For example, the Company
encourages female applicants and has seen
increased interest among potential female
employees to pursue a career with the
Company. To further this goal, the Com-
pany participates in available government
programs that encourage women in manu-
facturing and has recruited at schools and
training programs with more women. The
Company has also continued to train
supervisors, managers and employees in
our Equal Employment Opportunity (EEO)
Policy.

At year-end 2015, 4% of the workforce
was women. While there were no women in
Philly Shipyard senior management, women
held key positions such as Project Cost
Controller, Payroll/Benefits Supervisor and
PR/Communications Specialist. In addition,
two of the four members of the Company’s
Board of Directors are women.

The Company is committed to main-
taining a work environment that is free of
discrimination, harassment and hostilities.
In keeping with this commitment, Philly
Shipyard maintains a strict Harassment
Free Environment Policy and does not
tolerate unlawful harassment of employees
by anyone.

Philly Shipyard believes all people
share the same fundamental human rights.
The Company follows legal and responsible
sourcing practices and expects its suppli-
ers to uphold the same standards. In 2015,
the Company did not have a formal policy
regarding human rights as its sole operat-
ing company is located in the United
States, which has extensive human rights
laws in place. The Company monitors its
supply chain for potential human rights
issues through periodic site visits.

At the operating subsidiary in Phila-
delphia, worker’s rights are protected by
federal, state and local laws. In addition,
approximately three-fourths of the compa-
ny’s employees are members of the Phila-
delphia Metal Trades Council (PMTC) union
and are covered under the collective bar-
gaining agreement between the PMTC and
the Company. This agreement is effective
until 31 January 2019.

Under this collective bargaining agree-
ment, union employees are granted vaca-
tion and personal time, and most union
employees receive shutdown pay during the
week of Fourth of July holiday and in
between Christmas and New Year’s holi-
days. In addition, union employees may
take up to 10 unpaid days within a 24-
month period. Traditional sick days are not
part of the collective bargaining agreement.

Non-union employees accrue sick time on a
monthly basis and may maintain a balance
of up to 200 hours. During 2015, approx-
imately 170 non-union employees used
6,438 hours of sick time, representing 1.6%
of total non-union work hours. Comparably,
in 2014, 160 non-union employees used
6,170 hours of sick time, representing
approximately 1.6% of the total non-union
work hours.

At Philly Shipyard, HSE is not just a
priority, but is a mindset embedded in all
decisions and actions. The Union-
Management Safety and Environmental
Board reviews the various HSE programs,
and makes recommendations on policies
and procedures. The HSE system includes
safety training of employees and subcon-
tractors, safety inspections, industrial
health and wellness programs, drug test-
ing, emergency response and environ-
mental programs. The Company expects to
implement new initiatives to continuously
improve its HSE mindset during 2016.

In 2015, the frequency of lost-time
incidents (incidents resulting in absence
from work per one million hours) was 3.8,
compared with 5.4 in 2014. The incidents
came from a total of 2,919,104 hours
worked by Philly Shipyard employees and
subcontractors in 2015, compared with
2,589,274 hours worked by Philly Shipyard
employees and subcontractors in 2014.
Philly Shipyard had 11 lost time incidents in
2015. The most serious incident to occur
during 2015 involved multiple rib fractures,
a collapsed lung and a fractured pelvis. The
most common injuries were sprains and
strains followed by eye injuries. Philly Ship-
yard continues to work proactively to fur-
ther improve safety and reduce the number
of incidents at the Shipyard. For example,
in 2015 PSI initiated a feasibility study on
achieving ISO14001 certification, con-
ducted a revised HSE training program for
supervisors and worked with the procure-
ment group on a program to improve con-
tractor HSE awareness. With these
initiatives and additional training oppor-
tunities, the Company continues to believe
that improvements will be made.

In 2016, the Shipyard will continue to
improve its in-house systems and proce-
dures for exchanging knowledge gained
from past accidents and potentially
hazardous events. The Company is also
working with outside parties to obtain and
implement best practices to develop a
zero-incident culture.

Philly Shipyard takes its environmental
responsibilities seriously beginning with the
vessel design. The Company uses the lat-
est International Maritime Organization
(IMO) requirements as guidance for

environmental protection and efficiency
during the design and production process.
The industrial nature of the Company’s
activities requires the use of significant
amounts of energy, both electrical and gas,
as well as the release of particulate and
VOC emissions. During 2015 the Company
used approximately 33.8 MW of electricity
and approximately 669,200 ccf of natural
gas.

Its VOC emissions were 73.93 tons for
the reporting period ending in 2015. The
Company had no reported discharges into
the surrounding waterways. Environmental
status reporting is an integral part of the
Company’s reporting system, on par with
reporting on financial matters and oper-
ations. This commitment extends to
evaluating and adopting environmentally
beneficial improvements in production
processes, alternative materials, and serv-
ices. Philly Shipyard promotes open
communication on environmental issues
with employees, neighbors, public author-
ities and other interested parties and has
implemented a system through which
employees can make observations and
suggestions about Philly Shipyard’s envi-
ronmental performance.

In 2015, PSI generated approximately
4,113 tons of waste and recycled approx-
imately 2,553 tons of steel. PSI has con-
tinued its program to gather and sort waste
to promote environmentally responsible
handling, disposal and recovery of any
residual value.

A basic principle of ethical business
conduct requires that each employee of the
Company support positively, both on and
off the job, the Company’s business activ-
ities. One important way we satisfy this
responsibility is to ensure that our business
dealings are never influenced by – or even
appear to be influenced by – our own per-
sonal interests. The Company has zero
tolerance for corruption and has adopted
an Anti-Corruption Policy that is in line with
the anti-corruption policies at other Aker
ASA-related companies. The Company
also maintains a strict Conflict of Interests
policy, which is reflected in its employee
handbook, as well as its Terms and Con-
ditions to outside suppliers.

In support of the above initiatives and
policies, Philly Shipyard maintains a formal
policy for the disclosure of wrongful con-
duct and protection from retaliation (the
Company’s “Whistleblower Policy”). This
policy is available to all employees and is
administered by the Vice President of
Human Resources. During 2014, a sim-
plified process to make anonymous reports
of violations through a third party admin-
istrator was implemented. In 2015, there
were no cases reported using this process.
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Organization
On 31 December 2015, Philly Shipyard had
598 direct employees and 676 sub-
contracted personnel. The Company experi-
ences higher turnover amongst its union and
production subcontractor employees com-
pared to other employees.

Corporate governance
Philly Shipyard’s corporate governance
policy exists to ensure an appropriate divi-
sion of roles among the Company’s own-
ers, Board of Directors and Executive
Management. Such a separation of roles
ensures that goals and strategies are pre-
pared, that adopted corporate strategies
are implemented, and that the results ach-
ieved are subject to verification and follow-
up. Applying these principles also
contributes to satisfactory group-wide
monitoring and verification of activities. An
appropriate division of responsibilities and
satisfactory controls will contribute to the
greatest possible value creation over time,
to the benefit of shareholders and other
interest groups. Philly Shipyard’s Board of
Directors adopted its corporate gover-
nance guidelines in 2008. Philly Shipyard’s

corporate governance guidelines are pre-
sented in greater detail on pages 52-55 of
this annual report.

Outlook
Shipbuilding

Philly Shipyard has built a strong founda-
tion for its future through both its reputa-
tion for delivering on its promises and the
efficient and innovative organization that
has been developed. The Company’s large
backlog provides an excellent platform for
operational improvement and PSI’s formal
improvement program, E-330, is an
important element in achieving the goals
that have been established.

The contracts with Crowley (Hulls 023-
024), Philly Tankers (Hulls 025-028), and
Matson (Hulls 029-030) provide for
shipbuilding activity with delivery dates into
2019. The Company’s order backlog for
these projects is approximately USD 1 billion
at 31 December 2015. Key focus areas for
2016 will be continued progress on the
product tankers being built for Crowley and
Philly Tankers and the containership vessels
being built for Matson.

While Philly Shipyard is mainly focused
on product tankers and large container-
ships, Philly Shipyard continues to explore
potential new construction projects in other
areas of the Jones Act market, such as
shuttle tankers, short-sea shipping vessels,
off-shore service vessels, barges and wind
turbine installation vessels. LNG propulsion
continues to be a consideration for poten-
tial owners and Philly Shipyard is well-
positioned to leverage its experience from
the Matson containership design. Philly
Shipyard remains committed to providing
the Jones Act market with the most cost
efficient and environmentally friendly mer-
chant vessels possible and believes that it
will be the supplier of choice when vessels
are ordered.

Shipping

As Philly Shipyard and Philly Tankers com-
pleted definitive documentation in 2015 to
divest their shipping assets related to Hulls
021-028, they will no longer have exposure
to these vessels in service. The Company
will continue to evaluate opportunities to
participate in the post-delivery economics
of the ships that it constructs.
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Directors’ responsibility statement

Today, the Board of Directors and the Chief
Executive Officer reviewed and approved
the Board of Directors’ report and the
consolidated and separate annual financial
statements for Phillly Shipyard ASA, as of
and for the year ending 31 December 2015
(annual report 2015).

The Philly Shipyard ASA consolidated
financial statements have been prepared in
accordance with IFRS, as adopted by the
European Union, and additional disclosure
requirements in the Norwegian Accounting
Act, and that should be used as of
31 December 2015. The separate financial
statements for Philly Shipyard ASA have

been prepared in accordance with the
Norwegian Accounting Act and Norwegian
Accounting Standards as of 31 December
2015. The Board of Directors’ report for
Philly Shipyard and the parent company is
in accordance with the requirements in the
Norwegian Accounting Act and Norwegian
accounting standard no. 16, as of
31 December 2015.

To the best of our knowledge:

� The consolidated and separate annual
financial statements for 2015 have been
prepared in accordance with applicable
accounting standards

� The consolidated and separate annual
financial statements give a true and fair
view of the assets, liabilities, financial
position and profit as a whole as of
31 December 2015 for Philly Shipyard
and the parent company

� The Board of Directors’ report for Philly
Shipyard and the parent company
includes a true and fair review of:

– The development and performance of
the business and the position of
Philly Shipyard and the parent com-
pany

– The principal risks and uncertainties
Philly Shipyard and the parent com-
pany face

Oslo, Norway
4 March 2016

Board of Directors
Philly Shipyard ASA

James H. Miller Amy Humphreys Elin Karfjell
Board Chairman Board Member Board Member

Audun Stensvold Steinar Nerbovik
Deputy Board Chairman President and CEO
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Philly Shipyard ASA

Consolidated Income Statement

Amounts in USD thousands (except share amounts and per share data) Note 2015 2014

Operating revenues 2 286 330 240 231
Other income 2 20 699 32 437

Operating revenues and other income 307 029 272 668
Cost of vessels (258 918) (233 793)
Wages and other personnel expenses, net 4 (2 519) (2 155)
Other operating expenses 5 (2 858) (4 574)

Operating income before depreciation 42 734 32 146
Depreciation 8 (6 471) (7 457)

Operating income 36 263 24 689
Financial income 6 606 835
Financial expense 6 (4 102) (6 637)

Income before tax 32 767 18 887
Income tax expense 7 (15 388) (5 274)

Net income for the year * 17 379 13 613

Weighted average number of ordinary shares 13 12 107 901 12 170 960
Basic earnings per share (USD) 13 1.44 1.12
Diluted earnings per share (USD) 13 1.44 1.12

Philly Shipyard ASA

Consolidated Statement
of Comprehensive Income

Amounts in USD thousands 2015 2014

Net income for the year 17 379 13 613
Other comprehensive income, net of income tax - -

Total comprehensive income for the year * 17 379 13 613

* All attributable to equity holders of the parent company.
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Philly Shipyard ASA

Consolidated Statement of Financial Position
as of 31 December
Amounts in USD thousands Note 2015 2014

ASSETS
Property, plant and equipment 8 49 659 52 894
Restricted cash 12 13 100 7 002
Deferred tax asset 7 6 683 308
Equity-accounted investees 24 56 645 55 960
Other non-current assets 9 229 208

Total non-current assets 126 316 116 372

Vessels-under-construction receivable 3 111 736 87 945
Work-in-process 3 41 460 -
Restricted cash 12 7 000 13 000
Prepayments and other receivables 10 5 939 10 590
Cash and cash equivalents 11 69 945 40 477

Total current assets 236 080 152 012

Total assets 362 396 268 384

EQUITY AND LIABILITIES
Paid in capital 14 69 492 81 619
Other equity 73 942 56 563

Total equity attributable to equity holders of the parent company 143 434 138 182

Total equity 143 434 138 182

Interest-bearing long-term debt 15,17 59 343 11 479
Other non-current liabilities 16 7 402 7 210
Deferred tax liability 7 1 231 -

Total non-current liabilities 67 976 18 689

Construction loans 15 29 000 -
Interest-bearing short-term debt 15,17 13 987 45 764
Trade payables and accrued liabilities 20 47 433 31 929
Income taxes payable 7 5 096 6 259
Customer advances, net 3 53 969 26 054
Other provisions—warranties 19 1 501 1 507

Total current liabilities 150 986 111 513

Total liabilities 218 962 130 202

Total equity and liabilities 362 396 268 384

Oslo, Norway
4 March 2016

Board of Directors
Philly Shipyard ASA

James H. Miller Amy Humphreys Elin Karfjell
Board Chairman Board Member Board Member

Audun Stensvold Steinar Nerbovik
Deputy Board Chairman President and CEO
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Philly Shipyard ASA

Consolidated Statement of Changes in Equity

Amounts in USD thousands Share capital Share premium Treasury shares Other equity Total equity

Balance at 31 December 2013 18 709 52 286 - 42 950 113 945

Issuance of shares net of transaction costs 3 955 59 697 - - 63 652

Dividend paid - (43 059) - - (43 059)

Purchase of treasury shares - - (9 969) - (9 969)

Net income for the year 2014 - - - 13 613 13 613

Balance at 31 December 2014 22 664 68 924 (9 969) 56 563 138 182

Dividend paid - (12 127) - - (12 127)

Net income for the year 2015 - - - 17 379 17 379

Balance at 31 December 2015 22 664 56 797 (9 969) 73 942 143 434

20 Philly Shipyard annual report 2015



Performance 2015

Consolidated accounts

Philly Shipyard ASA

Consolidated Cash Flow Statement

Amounts in USD thousands Note 2015 2014

Income before tax 32 767 18 887
Unrealized foreign exchange loss 6 1 529 1 979
Depreciation 8 6 471 7 457
Assets written-off 8 156 -
Sale of shipping assets, net of transaction costs 2 (20 014) -
Gain-on-sale of profit share assets 2 - (32 337)
Profit in equity-accounted investees 2 (685) (100)
Accreted interest income - (180)
Accreted interest expense 1 813 945
Net financial expense 6 1 889 619
(Increase)/decrease in:

Vessels-under-construction receivable 3 (23 791) (87 945)
Work-in-process 3 (40 460) -
Restricted cash 12 13 002 -
Other current assets 10 6 706 5 855
Other non-current assets 9 (21) 13 566

Increase/(decrease) in:
Trade payables and accrued liabilities 19,20 13 969 12 418
Customer advances, net 3 27 915 (7 767)
Other non-current liabilities 16 192 180

Income taxes paid 7 (21 695) (957)
Interest paid, net of capitalized interest 6 (2 292) (1 678)
Interest received 6 604 1 059

Net cash flow used in operating activities (1 945) (67 999)

Investments in property, plant and equipment 8 (4 392) (5 527)
Sale of shipping assets, net of transaction costs 2 17 959 -
Investment in equity-accounted investees 24 - (6 025)
Distribution received from equity-accounted investees - 5 525
Sale of profit share assets, net of transaction costs 2 - 39 731

Net cash flow from investing activities 13 567 33 704

Proceeds from interest-bearing long-term debt, net of fees 15 58 639 -
Portion of interest-bearing long-term debt held in escrow 12 (13 100) -
Repayment of interest-bearing debt 15 (44 566) (4 627)
Proceeds from construction loans 15 149 000 -
Repayment of construction loans 15 (120 000) -
Dividend paid (12 127) (43 059)
Proceeds from shares issued, net of transaction costs - 63 652
Purchase of treasury shares - (9 969)

Net cash flow from financing activities 17 846 5 997

Net change in cash and cash equivalents 29 468 (28 298)

Cash and cash equivalents as of 1 January 40 477 68 775

Cash and cash equivalents as of 31 December 11 69 945 40 477
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Philly Shipyard ASA

Notes to the accounts

� Note 1: Accounting principles

STATEMENT OF COMPLIANCE
The consolidated financial statements of
Philly Shipyard ASA (f/k/a Aker Philadelphia
Shipyard ASA) and its subsidiaries (referred to
herein as a group as Philly Shipyard or the
Company) have been prepared in accordance
with International Financial Reporting Standards
(IFRS) as adopted by the European Union in
effect at each financial reporting period.

These accounts have been approved for
issue by the Board of Directors on 4 March 2016.

BACKGROUND AND BASIS FOR
PREPARATION
Philly Shipyard ASA (PHLY) was formed on
16 October 2007 to be the holding company of
Philly Shipyard, Inc. (f/k/a Aker Philadelphia
Shipyard, Inc.) (PSI or the Shipyard) which owns
and operates a shipyard located in Philadelphia,
Pennsylvania, USA. PSI owns certain subsidiaries
in connection with its investments in its shipping
assets.

PHLY is domiciled in Oslo, Norway. PSI is
domiciled in the Commonwealth of Pennsylvania,
USA. The subsidiaries of PSI are domiciled in the
State of Delaware, USA.

These consolidated financial statements
have been prepared on a historical cost basis,
except for derivative financial instruments that
have been measured at fair value.

The consolidated financial statements are
presented in USD (thousands), except when
indicated otherwise.

USE OF ESTIMATES
The preparation of financial statements in con-
formity with IFRS requires the use of estimates
and assumptions that affect the reported
amounts in the financial statements. Although
these estimates are based on management’s
best knowledge of current events and actions,
actual results may ultimately differ from those
estimates.

Critical accounting estimates and assump-
tions are as follows:

Revenue and Cost Recognition
Philly Shipyard uses the percentage of com-
pletion method for accounting for construction
contracts which meet the definition of con-
struction contracts under IAS 11. The use of the
percentage of completion method requires Philly
Shipyard to estimate the stage of completion of
contract activity at each statement of financial
position date and estimate the ultimate outcome
of costs and profit on contracts. Revenue recog-
nition and cost estimates depend upon variables
such as steel prices, supplier and subcontractor
costs, labor costs and availability, and other

production inputs. Philly Shipyard must also
evaluate and estimate the outcome of variation
orders, contract claims and requests from cus-
tomers to modify contractual terms which can
involve complex negotiations with customers.
Generally, estimates are subject to a greater level
of uncertainty when a vessel design is new to
Philly Shipyard than if a vessel is being con-
structed later in a series.

Philly Shipyard does not use the percentage
of completion method for accounting for the
shipbuilding contracts with Philly Tankers for
Hulls 025-028. Under IFRS, Philly Shipyard will
recognize the revenues, costs and profit on each
of these vessels at its delivery date.

Estimates of the Fair Value of its Cash
Generating Unit
Philly Shipyard has concluded that it has only
one primary cash generating unit and must
determine the fair value of its cash generating
unit in order to perform impairment tests of its
long-lived assets when impairment indicators are
present. Philly Shipyard evaluates its investments
in the joint venture with Crowley and its invest-
ment in Philly Tankers LLC (see note 24) sepa-
rately from its primary cash generating unit.
Determining the fair value of the cash generating
unit that includes Philly Shipyard’s activities is
subject to uncertainty and requires estimates of
the recoverable amount which is the higher of the
fair value less costs to sell and value in use. The
estimated recoverable amount is determined
based upon the present value of the future cash
flows of the cash generating unit. Generally, there
will be uncertainties regarding the timing and
amount of cash flows for various reasons, includ-
ing the costs of production and demand in the
U.S. Jones Act shipping market. In addition,
Philly Shipyard must determine an appropriate
interest rate to discount expected future cash
flows.

Deferred Income Taxes
Deferred income tax assets are recognized when
it is probable that they will be realized. Determin-
ing probability requires Philly Shipyard to esti-
mate the sources of future taxable income from
operations, including profit sharing agreements
and reversing taxable temporary differences.
Determining these amounts is subject to
uncertainty and is based primarily upon historical
earnings, reversals of taxable temporary differ-
ences and expected earnings due to contracts in
progress and contract backlog. The recognition
of deferred tax assets is primarily applicable to
U.S. taxes where Philly Shipyard has a net
deferred tax asset position.

Accruals/Provisions
Philly Shipyard has various accruals/provisions
which require management to make estimates.
Management uses all available facts and circum-
stances when determining these estimates
including historical experiences as well as input
from outside advisors.

Estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the
period in which the estimates are revised if the
revision affects that period or in the period of
revision and future periods if the revision affects
both current and future periods.

PHILLY SHIPYARD ACCOUNTING AND
CONSOLIDATION PRINCIPLES
Subsidiaries
The consolidated financial statements include the
financial statements of the parent company,
Philly Shipyard ASA, and its subsidiaries. A sub-
sidiary is an entity in which Philly Shipyard ASA
has the power to control and govern the operat-
ing and financial policies.

Interests in equity-accounted investees
Philly Shipyard’s interest in equity-accounted
investees comprise its interests in an associate
and a joint venture.

Associates are those entities in which
Philly Shipyard has significant influence, but not
control or joint control, over the financial and
operating policies. A joint venture is an arrange-
ment in which Philly Shipyard has joint control,
whereby Philly Shipyard has rights to the net
assets of the arrangement, rather than rights to
its assets and obligations for its liabilities.

Interest in associates and joint ventures are
accounted for using the equity method. They are
initially recognized at cost, which includes trans-
action costs. Subsequent to initial recognition,
the consolidated financial statements include
Philly Shipyard’s share of the profit or loss and
other comprehensive income of equity–
accounted investees, until the date on which
significant influence or joint control ceases.

Transactions eliminated on consolidation
Intra-group balances and transactions, and any
unrealized income and expenses arising from
intra-group transactions, are eliminated.

Revenue and costs related to vessel con-
struction transactions with equity-accounted
investees are not eliminated. However, profits
from revenue transactions accounted for as
construction contracts are deferred to the extent
of Philly Shipyard’s ownership of the investee
until the investee either sells or operates the
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related vessel at which time the deferred profit is
recognized in full when the investee sells the
vessel or ratably over the useful life for vessels
held for use by the investee. Deferred profit is
treated as an adjustment to revenue with a
corresponding adjustment to the investment
balance for the equity-accounted investee.

For revenue transactions with equity-
accounted investees that are not accounted for
as construction contracts, any unrealized gains
are eliminated prior to delivery of the vessel and
treated as an adjustment to the investment to the
extent Philly Shipyard’s interest in the investees.
Unrealized losses are eliminated in the same way
as unrealized gains, but only to the extent that
there is no evidence of impairment.

Foreign currency translation and transactions
Functional Currency
Items included in the financial statements of each
entity in Philly Shipyard are initially recorded in
the entity’s functional currency, i.e. the currency
that best reflects the economic substance of the
underlying events and circumstances relevant to
that entity.

The consolidated financial statements are
presented in United States dollars (USD),
rounded to the nearest thousand, which is the
reporting currency for the consolidated accounts
and the functional currencies for all the entities
within Philly Shipyard.

Transactions and Balances
Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions. Mone-
tary assets and liabilities in foreign currencies are
translated into the functional currency at the
exchange rates in effect on the statement of
financial position date. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation of monetary
assets and liabilities denominated in foreign cur-
rencies are recognized in the consolidated
income statement. Foreign exchange differences
arising in respect of operating items are included
in operating profit in the consolidated income
statement, and those arising in respect of finan-
cial assets and liabilities are recorded net as a
financial item.

PROPERTY, PLANT AND EQUIPMENT
General
Property, plant and equipment acquired by
Philly Shipyard is stated at cost at the date of
acquisition. Depreciation is calculated on a
straight-line basis and adjusted for impairment
charges, if any. The carrying value of the prop-
erty, plant and equipment on the statement of
financial position represents the cost net of gov-
ernment grants and subsidies received (if appli-
cable) less accumulated depreciation and any
impairment charges. Cost includes expenditures
that are directly attributable to the asset. The
cost of self-constructed assets includes the
costs of material and direct labor, and any other
costs directly attributable to bringing the asset to
working condition for its intended use. Interest
costs on borrowings to finance the construction
of property, plant and equipment are capitalized
during the period of time that is required to

complete and prepare the asset for its intended
use.

Land is not depreciated, but other property,
plant, and equipment in use are depreciated on a
straight-line basis. Expected useful lives of long-
lived assets are reviewed annually and, where
they differ significantly from previous estimates,
depreciation periods are changed accordingly.

Ordinary repairs and maintenance costs are
charged to the consolidated income statement
during the financial period in which they are
incurred. The cost of improvements is included in
the asset’s carrying amount when it is probable
that Philly Shipyard will derive future economic
benefits in excess of the originally assessed
standard of performance of the existing asset.
Improvements are depreciated over the useful
lives of the related assets.

Gains and losses on disposals are
determined by comparing the disposal proceeds
with the carrying amount and are included in
operating profit. Assets to be disposed of are
reported at the lower of the carrying amount and
the fair value less selling costs.

Component Cost Accounting
The Company allocates the amount initially recog-
nized in respect of an item of property, plant and
equipment to its significant components and
depreciates separately each such component
part over its useful life.

IMPAIRMENT OF LONG-LIVED ASSETS
Property, plant and equipment and other non-
current assets are reviewed for potential impair-
ment whenever events or changes in
circumstances indicate that the carrying amount
of an asset may not be recoverable.

For the purposes of assessing impairment,
assets are grouped at the lowest levels for which
there are separately identifiable, mainly
independent, cash flows. An impairment loss is
the amount by which the carrying amount of the
assets exceeds the recoverable amount. The
recoverable amount is the higher of the asset’s
net selling price and its value in use. The value in
use is determined by discounted cash flows and
fair market value is based on recent third party
appraisals.

A previously recognized impairment loss is
reversed only if there has been a change in the
estimates used to determine the recoverable
amount, however not to an extent higher than the
carrying amount that would have been
determined had no impairment loss been recog-
nized in prior years.

LEASES
Leases of property, plant and equipment, where
Philly Shipyard has substantially all the risks and
rewards of ownership, are classified as finance
leases. Finance leases are capitalized at the
inception of the lease at the lower of the fair
value of the leased property or the present value
of the minimum lease payments. Lease payments
are apportioned between the finance charges
and reduction of the lease liability. Finance
charges are charged to interest expense. Prop-
erty, plant and equipment acquired under finance
leases are depreciated over the shorter of the
useful life of the asset or the lease term.

Leases where a significant portion of the
risks and rewards of ownership are retained by
the lessor are classified as operating leases.
Payments made under operating leases net of
any incentives received from the lessor is
charged to the consolidated income statement
on a straight-line basis over the period of the
lease when annual installments vary.

When a sale and leaseback results in a
finance lease, any gain on the sale is deferred
and recognized as income over the lease term. If
the leaseback is classified as an operating lease,
then any gain is recognized immediately if the
sale and leaseback are at fair value.

CONSTRUCTION CONTRACTS
Philly Shipyard’s business activities mainly
involve deliveries of vessels under contract to
customers. Revenue and expenses related to
construction contracts for customers is recog-
nized using the percentage of completion
method, based primarily on the scope of com-
pleted work compared to estimated overall proj-
ect scope at the statement of financial position
date. The stage of completion is assessed by
reference to production hours incurred to total
estimated production hours. As soon as the
outcome of the construction contract can be
estimated reliably, contract revenue and
expenses are recognized in the consolidated
income statement in proportion to the degree of
completion of the contract.

If the final outcome of a contract cannot be
estimated reliably, contract revenue is recog-
nized only to the extent costs incurred are
expected to be recovered. Any projected losses
on future work done under existing contracts are
expensed and classified as accrued costs/
provisions in the statement of financial position
under accrued liabilities. Losses on contracts are
recognized in full when identified. Recognized
contract profit includes profit derived from
change orders and disputed amounts when, in
management’s assessment, realization is prob-
able and reasonable estimates can be made.

Project costs include costs directly related
to the specific contract and indirect costs
attributable to the contract. Interest expense is
included in project costs to the extent there are
qualifying assets, which normally occurs when
customer payments lag behind construction
progress.

To the extent Philly Shipyard’s procurement
activities result in it acting as an agent for its
customer, the related costs and revenues are
presented net within revenue. This situation typi-
cally occurs when certain materials are paid for
and supplied by the customer directly.

Project revenue is classified as operating
revenues in the consolidated income statement.
Vessels-under-construction receivable is classi-
fied as a current asset in the statement of finan-
cial position. Advances from customers are
deducted from the value of vessels-under-
construction receivable of the contract involved
or, to the extent they exceed this value, recorded
as customer advances, net. Customer advances,
net that exceed contract offsets would be classi-
fied as current liabilities.

Variable or contingent revenues are also
classified as operating revenues in the con-
solidated income statement and are recognized
under applicable standards when estimable.
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VESSEL CONSTRUCTION WHEN
CONSTRUCTION CONTRACT ACCOUNTING
DOES NOT APPLY
Vessels under construction pursuant to contracts
that do not meet the criteria to be accounted for
using the percentage of completion method are
capitalized into work-in-process. When the ves-
sel is completed and sold both revenue and cost
are recognized. If conditions indicate that the
ultimate sales price will be below the estimated
cost of the vessel, Philly Shipyard determines the
estimated sales price and records an impairment
charge as appropriate. The accumulated costs
for vessels-under-construction receivables are
included in work-in-process.

GOVERNMENT GRANTS AND SUPPORT
Government grants and support are recognized at
their fair value where there is reasonable assur-
ance that amounts will be received and conditions
have been met. In some cases, recognition
occurs over a period of time as restrictions lapse
or as conditions are met. Grants and support
related to capital expenditures or construction of
assets for Philly Shipyard’s account are recog-
nized as a reduction of the related asset cost. For
assets held for use, this results in a lower
depreciation charge over the useful life of the
asset. Grants related to specific programs or
projects are recognized as reductions in expense
over the period in which work that relates to the
grant or support is performed.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on
hand, demand deposits with banks and other
short-term highly liquid investments with original
maturities of three months or less.

INTEREST-BEARING LIABILITIES
All loans and borrowings are initially recognized
at cost, being the fair value of the consideration
received net of issue costs associated with the
borrowing.

After initial recognition, interest-bearing
borrowings are subsequently measured at amor-
tized cost using the effective interest method;
any difference between proceeds (net of trans-
action costs) and the redemption value is recog-
nized in the consolidated income statement over
the period the interest bearing liabilities are out-
standing. Amortized cost is calculated by taking
into account any issuance costs, and any dis-
count or premium.

Gains and losses are recognized in net profit
or loss when the liabilities are derecognized or
impaired, as well as through the amortization
process.

INCOME TAXES
Current Income Taxes
Income taxes receivable and payable for the
current period are measured at the amount
expected to be recovered or paid to the taxation
authorities. The tax rates and tax laws as used to
compute the amount are those that are enacted
or substantively enacted by the statement of
financial position date.

Deferred Income Taxes
Deferred income tax is provided, using the asset/
liability method, on all temporary differences at

the statement of financial position date between
the tax bases of assets and liabilities and their
carrying amounts for financial reporting pur-
poses, except upon initial recognition of an asset
or a liability that does not impact income.

Deferred income tax assets are recognized
for all deductible temporary differences, and
carry-forward of unused tax losses and credits,
to the extent that it is probable that taxable profit
will be available against which the deductible
temporary differences, and the carry-forward of
unused tax losses and credits can be utilized.
The carrying amount of deferred income tax
assets is reviewed at each statement of financial
position date and reduced to the extent that it is
no longer probable that sufficient taxable profit
will be available to allow all or part of the
deferred income tax asset to be utilized. The
expected utilization of tax losses are not dis-
counted when calculating the deferred tax asset.

Deferred income tax assets and liabilities are
measured at the tax rates that are expected to
apply to the year when the asset is realized or
the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively
enacted at the statement of financial position
date.

PENSION OBLIGATIONS
Philly Shipyard has a pension plan that covers its
non-union employees whereby contributions are
paid to a qualifying pension plan. The Company’s
union employees are participants in a union
selected pension plan. Although the Union Plan is
a defined benefit pension plan, because the union
does not provide information on the Company’s
employees and their share of the pension assets
and obligations, the plan is accounted for in
accordance with the requirements of a defined
contribution plan. Under defined contribution
pension plans, contributions are charged to the
consolidated income statement in the period to
which the contributions relate.

PROVISIONS
A provision is recognized when Philly Shipyard
has a present obligation (legal or constructive) as
a result of a past event and it is probable (i.e.
more likely than not) that an outflow of resources
embodying economic benefits will be required to
settle the obligation, and a reliable estimate can
be made of the amount of the obligation. Provi-
sions are reviewed at each statement of financial
position date and adjusted to reflect the current
estimate.

The amount of the provision is the present
value of the risk adjusted expenditures expected
to be required to settle the obligation,
determined using the estimated risk free interest
rate as the discount rate. Where discounting is
used, the carrying amount of provision increases
in each period and is recognized as interest
expense.

FINANCIAL RISK MANAGEMENT
Philly Shipyard’s activities expose it to a variety
of financial risks: market risk (including commod-
ity pricing risk, currency risk and price risk),
credit risk and cash-flow interest-rate risk. Philly
Shipyard’s overall risk management program
focuses on the unpredictability of financial mar-
kets and seeks to minimize potential adverse

effects on Philly Shipyard’s financial perform-
ance. Philly Shipyard uses derivative financial
instruments to hedge certain risk exposures.

Risk-management is carried out under poli-
cies approved by the Board of Directors. The
Board of Directors provides principles for overall
financial risk management as well as policies
covering specific areas such as foreign exchange
risk, interest-rate risk, credit risk, and use of
derivative financial instruments and non-
derivative financial instruments.

Credit Risk
Due to the nature of Philly Shipyard’s operations,
revenues and related receivables are typically
concentrated amongst a few customers. As of
31 December 2015, Philly Shipyard has three
customers: Crowley Maritime Corporation
(Crowley), Philly Tankers LLC (Philly Tankers) and
Matson Navigation Company, Inc. (Matson). At
delivery, the contracts with Philly Tankers will be
assigned by Philly Tankers to a subsidiary of
Kinder Morgan, Inc. (Kinder Morgan). Philly Ship-
yard continually evaluates the credit risk asso-
ciated with customers and their assignees and
manages this risk by requiring payment for sub-
stantially the entire contractual amount prior to
delivering a vessel, including milestone payments
upon completion of specified milestones.

Interest Rate Risk
Philly Shipyard is exposed to fluctuations in inter-
est rates for its variable interest rate debt related
to construction financing.

Foreign Exchange Risk
Philly Shipyard is exposed to foreign currency
risk for purchases made in currencies other than
the U.S. dollar which primarily relates to materi-
als, supplies and costs related to the services of
expatriate workers purchased from Korea, Nor-
way and other countries in Europe. Philly Ship-
yard attempts to mitigate this risk through its
foreign exchange hedging program or passing
this risk onto its end customers by having them
purchase certain materials directly in foreign
currency.

Commodity Price Risk
Philly Shipyard is exposed to commodity price
risk on the steel that it procures in the shipbuild-
ing process. Philly Shipyard seeks to mitigate this
risk by attempting to pass this risk on to its end
customers by having them purchase materials
directly or by including steel escalation clauses in
the shipbuilding contracts. Philly Shipyard also
seeks to mitigate this risk by attempting to pass
the risk on to its suppliers by capping the increase
in pricing to be paid by Philly Shipyard.

Capital Management Risk
Philly Shipyard’s objectives when managing capi-
tal are to safeguard its ability to continue as a
going concern in order to provide returns for
shareholders and benefits for other stakeholders,
while maintaining an optimal capital structure to
minimize the cost of capital. To meet these capi-
tal structure objectives, Philly Shipyard reviews
on a quarterly basis with its Board any proposed
dividends as well as any needs to raise additional
equity for future business opportunities or to
reduce debt.
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Funding/Investment Risk
Philly Shipyard regularly monitors the financial
condition of its construction financing lenders.
Additionally, Philly Shipyard monitors the finan-
cial condition of the financial institutions which it
uses for cash management services and in which
it makes deposits and other investments. Philly
Shipyard responds to changes in conditions
affecting its financing sources and deposit rela-
tionships as situations warrant.

Liquidity Risk
Liquidity risk is the risk that Philly Shipyard will
encounter difficulty in meeting the obligations
associated with its financial liabilities that are set-
tled by delivering cash or other financial assets.
Philly Shipyard’s approach to managing liquidity
is to ensure, to the extent possible, that it will
always have sufficient liquidity to meet its
liabilities when due, under both normal and
stressed conditions, without incurring
unacceptable losses or risking damage to Philly
Shipyard’s reputation. Philly Shipyard attempts to
mitigate this risk through project financing, prog-
ress payments from its customers, and material
supplied and paid directly by its customers.

Accounting for Derivative Financial
Instruments and Hedging Activities
Derivative financial instruments are recognized
initially and in subsequent periods on the state-
ment of financial position at fair value with the
resulting gains and losses included in the con-
solidated income statement.

In accordance with its treasury policy, Philly
Shipyard does not hold or issue derivative finan-
cial instruments for trading purposes. However,
derivatives that do not qualify for hedge account-
ing are accounted for as trading instruments.

Estimates of the fair value for foreign cur-
rency contracts are obtained from a third party.
The fair value of derivative long-term financial
liabilities is disclosed in note 22 regarding finan-
cial instruments.

RELATED PARTY TRANSACTIONS
The Company’s policy is that all transactions,
agreements and business activities with related
parties are conducted on an arm’s length basis
according to ordinary business terms and con-
ditions.

SEGMENT INFORMATION
Philly Shipyard currently has one business seg-
ment which is building vessels for the U.S. Jones
Act market.

BASIC AND DILUTED EARNINGS PER SHARE
The calculation of basic earnings per share is
based on the profit attributable to ordinary
shareholders using the weighted average number
of shares outstanding during the year. The calcu-
lation of diluted earnings per share is consistent
with the calculation of basic earnings per share
while giving effect to all potential dilutive ordinary
shares that were outstanding during the period.
Philly Shipyard currently has no potentially dilu-
tive shares outstanding.

EVENTS AFTER 31 DECEMBER 2015
A distinction is made between events both favor-
able and unfavorable that provide evidence of
conditions that existed at the statement of finan-
cial position date (adjusting events) and those
that are indicative of conditions that arose after
the statement of financial position date (non-
adjusting events). Financial statements will only
be adjusted to reflect adjusting events and not
non-adjusting events (although there are dis-
closure requirements for such events).

NEW STANDARDS AND INTERPRETATIONS
ADOPTED
No new standards or amendments to standards
were adopted that are effective for annual report-
ing periods beginning 1 January 2015.

Standards issued but not yet adopted
IFRS 9 Financial Instruments. IFRS 9, published
in July 2014, replaces the existing guidance in
IAS 39 Financial Instruments: Recognition and
Measurement. IFRS 9 includes revised guidance
on the classification and measurement of finan-
cial instruments, including a new expected credit
loss model for calculating impairment on financial
assets, and the new general hedge accounting
requirements. It also carries forward the guid-
ance on recognition and derecognition of finan-
cial instruments from IAS 39. IFRS 9 is effective
for annual reporting periods beginning on or after
1 January 2018, with early adoption permitted.
Philly Shipyard is currently assessing the poten-
tial impact on its consolidated financial state-
ments resulting from the application of IFRS 9.

IFRS 15 Revenue from Contracts with Cus-
tomers. IFRS 15 established a comprehensive
framework for determining whether, how much
and when revenue is recognized. It replaces
existing revenue recognition guidance, including
IAS 18 Revenue, IAS 11 Construction Contracts
and IFRIC 13 Customer Loyalty Programs. IFRS
15 is effective for annual reporting periods
beginning on or after 1 January 2018, with early
adoption permitted. Philly Shipyard is currently
assessing the potential impact on its con-
solidated financial statements resulting from the
application of IFRS 15, which could be significant
and delay the recognition of revenue on con-
struction contracts compared to how it is cur-
rently recognized.

IFRS 16 Leases. IFRS 16 replaces existing
guidance in IAS 17 Leases. IFRS 16 eliminates
the current dual accounting model for leases and
will establish a single, on-balance sheet account-
ing model for lessees that is similar to the current
finance lease accounting under IAS 17. Philly
Shipyard is currently assessing the potential
impact on its consolidated financial statements
resulting from the application of IFRS 16.

� Note 2: Operating revenues and other income

Operating revenues and other income consist of the following items:

Amounts in USD thousands 2015 2014

Operating revenues 286 330 240 231

Gain-on-sale of shipping assets 20 014 -
Profit in equity-accounted investees 685 100
Gain-on-sale of profit share assets, net - 32 337

Other income 20 699 32 437

Total operating revenues and other income 307 029 272 668

In 2015, the Company sold its joint venture interests pertaining to Hulls 021 and 022, resulting in a gain-on-sale of USD 20.0 million. The Company recorded
the gain as part of other income in the income statement.

The profit in equity-accounted investees represents the Company’s 53.7% share of the net income of Philly Tankers which at 31 December 2015 and 31
December 2014 amounted to USD 685 thousand and USD 100 thousand, respectively.

In 2014, the Company sold its profit sharing interests in Hulls 017 and 018 to Crowley for USD 40.0 million. The Company recorded the net gain-on-sale of
USD 32.3 million as part of other income in the income statement.

� Note 3: Construction contracts/vessels built for Philly Tankers

The order backlog is USD 983.8 million at 31 December 2015 and represents an obligation to produce vessels that have not yet been delivered to the
Company’s customers: Crowley, Philly Tankers and Matson. Order backlog consists of future revenues and is subject to adjustments based on change
orders as defined in the shipbuilding contracts.
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The order backlog on long-term contracts is as follows:

Amounts in USD thousands
Order backlog

31 Dec. 2015
Order intake

2015
Order backlog
31 Dec. 2014

Order intake
2014

Order backlog
31 Dec. 2013

Total 983 819 257 231 1 012 918 256 016 1 017 694

The recognized profits on long-term contracts in process at year-end are as follows:

Amounts in USD thousands 31 Dec. 2015

Contract revenue recognized as revenue to date 431 118
Less contract expenses recognized to date (400 182)

Recognized profit to date 30 936

Other construction contracts figures:
Contract costs incurred to date for Hulls 023-030 268 682

Philly Shipyard is recognizing revenues and expenses for the four-tanker order from Crowley (Hulls 021-024) as one project. As of 31 December 2015, the
Crowley project was approximately 89% complete.

Contract revenue and expenses recognized to date exclude the four-tanker order from Philly Tankers (Hulls 025-28) which are not accounted for as long-
term construction contracts. Revenue, cost and profit for Hulls 025-028 will only be recognized at delivery of each vessel. As of 31 December 2015, the
Philly Tankers project was approximately 11% complete.

Philly Shipyard will recognize revenues and expenses for the two-containership order from Matson (Hulls 029-030) as one project. As of 31 December 2015,
the Matson project was less than 1% complete and, accordingly, no revenues or expenses for this project had been recognized.

Customer milestone payments excluding repayment of the Philly Tankers note as of 31 December 2015 and 31 December 2014 totaled USD 157.7 million
and USD 257.9 million, respectively. Customer milestone payments pertaining to repayment of the Philly Tankers note as of 31 December 2015 and 31
December 2014 totaled USD 44.2 million and USD 0, respectively.

Customer advances, net as of 31 December 2015 and 31 December 2014 totaled USD 54.0 million and 26.1 million, respectively. In 2015, the Philly Tank-
ers project (Hulls 025-028), which is not being accounted for under construction contract accounting rules, has been classified as work-in-process and
represents the cash deposits on all four vessels which amounts to a total of USD 49.6 million. For the Matson project (Hulls 029-030), this represents cus-
tomer milestone payments net of work-in-process which amounts to a net total of USD 4.4 million in 2015.

As of 31 December 2015, PSI has non-cancellable purchase commitments for materials and equipment of approximately USD 171.8 million for the con-
struction of Hulls 021-030.

� Note 4: Wages and other personnel expenses

Wages and other personnel expenses consist of:

Amounts in USD thousands (except number of employees) 2015 2014

Wages 43 447 40 656
Social security contributions 3 937 3 737
Pension costs (note 18) 1 421 1 435
Other expenses 8 109 7 850

Total gross expense 56 914 53 678
Expenses related to vessel construction (54 395) (51 523)

Wages and other personnel expenses, net 2 519 2 155

Average number of employees 580 573
Number of employees at year-end 598 570

Other expenses relate primarily to workers’ compensation and employee benefits.

� Note 5: Other operating expenses

Other operating expenses consist of:

Amounts in USD thousands 2015 2014

Other operating expenses 2 858 4 574

Other operating expenses 2 858 4 574
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Other operating expenses primarily relate to selling, general and administrative expenses. Fees to auditors for PHLY are as follows:

Amounts in USD thousands 2015 2014

Audit fees 111 202
Other audit and attestation fees 11 71
Tax non-attest fees 8 3

Total 130 276

� Note 6: Financial income and financial expense

Amounts in USD thousands 2015 2014

Interest income 606 835

Financial income 606 835

Interest expense (2 769) (509)
Interest expense accreted (1 813) (945)
Interest capitalized on construction contracts 2 087 -
Loss on foreign currency forward contracts (1 529) (1 979)
Foreign exchange loss, net (78) (3 204)

Financial expense (4 102) (6 637)

Net financial items (3 496) (5 802)

Details regarding the Company’s debt facilities and interest rates are provided in note 15 and foreign exchange gain/(loss) details are provided in note 22. In
2015, the loss on foreign currency forward contracts is attributable to mark-to-market of foreign currency forward contracts in Korean Won and the foreign
exchange loss, net is attributable to certain cash balances which are held in Norwegian Kroner. In 2014, the loss on foreign currency forward contracts was
attributable to mark-to-market of foreign currency forward contracts in Korean Won and the foreign exchange loss, net was attributable to certain cash
balances which were held in Norwegian Kroner.

� Note 7: Taxes

Income tax expense/(benefit)
Recognized in the income statement

Amounts in USD thousands 2015 2014

Current tax expense:
Current year - U.S. 20 438 3 867
Current year - Norway 94 6 636

Total current tax expense 20 532 10 503

Deferred tax expense/(benefit):
Origination and reversal of temporary differences - U.S. (6 375) (8 204)
Origination and reversal of temporary differences - Norway 1 231 2 975

Total deferred tax benefit (5 144) (5 229)

Total income tax expense in the income statement 15 388 5 274

Reconciliation of effective tax rate:

Amounts in USD thousands 2015 2014

Income before tax 38 767 18 887

Nominal Norwegian tax rate 27.0% 27.0%
Expected tax expense using nominal Norwegian tax rate 10 467 5 099
Effect of differences between nominal Norwegian tax rate and U.S. federal, state and city tax rate 6 034 (1 735)
Expenses deductible for tax purposes (1 679) (938)
Expenses not deductible for tax purposes 772 419
Income subject to tax - 2 210
Income not subject to tax (80) -
Other differences (126) 219

Total income tax expense in the income statement 15 388 5 274
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The effective tax rate differs from the expected tax rate primarily due to the difference between the nominal Norwegian tax rate and U.S. federal, state and
city tax rates, and income that was not taxable in Norway.

Deferred tax assets and liabilities

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities, and
when the deferred income taxes relate to the same fiscal authority, which through 31 December 2015 for PHLY was primarily Norway, the United States,
the State of Delaware, the Commonwealth of Pennsylvania and the city of Philadelphia.

The offset amounts for U.S. items are as follows:

Amounts in USD thousands 2015 2014

Deferred tax assets U.S. tax jurisdictions 11 310 7 321
Deferred tax liabilities U.S. tax jurisdictions (4 627) (7 013)

Net deferred tax assets 6 683 308

The gross movement in the deferred income tax account for all tax jurisdictions is as follows:

Amounts in USD thousands 2015 2014

Beginning of the period 308 (4 921)
Deferred tax benefit 5 144 5 229

5 452 308

The movement in deferred tax assets and liabilities during the year for U.S. tax jurisdictions is as follows:

Deferred tax assets

Amounts in USD thousands Other assets Tax losses Total

31 December 2014 7 321 - 7 321
(Charged)/credited to the income statement (897) 8 032 7 135

31 December 2015 6 424 8 032 14 456

Deferred tax liabilities

Amounts in USD thousands
Property,

plant and equipment Projects Other Total

31 December 2014 (8 203) 2 180 (990) (7 013)
(Charged)/credited to the income statement 872 (2 180) 548 (760)

31 December 2015 (7 331) - (442) (7 773)

The movement in deferred tax assets and liabilities during the year for the Norwegian tax jurisdiction is as follows:

Deferred tax liabilities

Amounts in USD thousands Other liabilities Total

31 December 2014 - -
Charged to the income statement (1 231) (1 231)

31 December 2015 (1 231) (1 231)
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� Note 8: Property, plant and equipment

Movements in property, plant and equipment for 2015 are shown below:

Amounts in USD thousands
Machinery and

vehicles Buildings
Land

improvements
Assets-under-

construction Total

Cost at 1 January 2015 40 947 59 117 18 172 508 118 744
Purchases - - - 4 392 4 392
Transfers 3 136 860 - (3 996) -
Assets written-off (1 331) - (242) - (1 573)

Cost at 31 December 2015 42 752 59 977 17 930 904 121 563

Depreciation and impairment losses at 1 January 2015 35 287 23 746 6 817 - 65 850
Depreciation 4 203 2 507 761 - 7 471
Assets written-off (1 257) - (160) - (1 417)

Depreciation and impairment losses at 31 December 2015 38 233 26 253 7 418 - 71 904

Book value at 31 December 2015 (1) 4 519 33 724 10 512 904 49 659

(1) Book value of assets under financial leasing agreements
recorded in the statement of financial position (see note 17): 2 068 9 844 8 816 - 20 728

Depreciation period 3-12 years 7-30 years 20 years
Depreciation method Straight-line Straight-line Straight-line

Movements in property, plant and equipment for 2014 are shown below:

Amounts in USD thousands
Machinery and

vehicles Buildings
Land

improvements
Assets-under-

construction Total

Cost at 1 January 2014 39 338 55 292 18 172 751 113 553
Purchases - - - 5 527 5 527
Transfers 1 609 4 161 - (5 770) -
Assets written-off - (336) - - (336)

Cost at 31 December 2014 40 947 59 117 18 172 508 118 744

Depreciation and impairment losses at 1 January 2014 31 150 21 523 6 056 - 58 729
Depreciation 4 137 2 559 761 - 7 457
Assets written-off - (336) - - (336)

Depreciation and impairment losses at 31 December 2014 35 287 23 746 6 817 - 65 850

Book value at 31 December 2014 (1) 5 660 35 371 11 355 508 52 894

49 642

(1) Book value of assets under financial leasing agreements
recorded in the statement of financial position (see note 17): 2 795 11 075 9 407 - 23 277

Depreciation period 3-12 years 7-30 years 20 years
Depreciation method Straight-line Straight-line Straight-line

Leased plant and machinery
The Company leases production equipment and land improvements under a number of finance lease agreements. At the end of each of the leases, the
Company has the option to purchase the equipment at a beneficial price. The leased equipment secures lease obligations (see note 17).

Property, plant and equipment under construction
Assets-under-construction primarily relate to upgrades in facilities and equipment.

Depreciation
PHLY’s practice is to present its annual depreciation expense on a separate line item in its consolidated income statement when it is building vessels-
under-construction contracts.

During 2015, PHLY, under IFRS, did not recognize revenue or cost for Hulls 025-028 during construction. Instead, PHLY will recognize 100% of the revenue
and cost for each of these vessels at delivery. Due to the accounting treatment of this project, the depreciation expense allocated to construction of these
vessels was included as work-in-process for Hulls 025-028.
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A reconciliation of depreciation on property, plant and equipment to depreciation recognized in the consolidated income statement is as follows:

Amounts in USD thousands 2015 2014

Depreciation of property, plant and equipment 7 471 7 457
Amount included as cost of vessels for Hulls 025-028 (1 000) -

Net depreciation expense 6 471 7 457

Determination of recoverable amounts/fair value
Due to the market and company specific developments including operating results and backlog, no impairment indicators were identified in 2015 and 2014
for property, plant and equipment.

Sale leaseback
The assets sold and leased back from PSDC are being accounted for as a finance lease and as such the gain is being deferred and recognized over the
assets’ useful lives. As part of the 2011 Authorization Agreement, PSDC purchased certain shipyard assets from PHLY for a purchase price of USD
42 million with funds provided by the Commonwealth of Pennsylvania. PHLY leases back those same assets from PSDC subject to the terms of its shipyard
lease and the Authorization Agreement.

� Note 9: Other non-current assets

Other non-current assets consist of the following items:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Prepaid lease payments and deposits 229 208

Total 229 208

Prepaid lease payments and deposits are unsecured and have no collateral.

� Note 10: Prepayments and other receivables

Prepayments and other receivables consist of the following items:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Prepayments to suppliers/other 1 785 1 435
Revenue in excess of billings 2 055 -
Prepayments to Crowley joint venture 697 766
Prepayments for Crowley joint venture transaction costs 578 -
Claims receivable 361 7 871
Receivable from related party 200 -
Trade receivables 263 518

Total 5 939 10 590

Prepayments to Crowley joint venture represent certain costs the parties have agreed to advance proportionately. Upon delivery of each vessel the
amounts advanced by PSI will be reimbursed by the vessel owner.

Claims receivable represents amounts the Company anticipates recovering from vendors.

� Note 11: Cash and cash equivalents

Cash and cash equivalents consist of the following items:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Cash and bank deposits 69 945 40 477

Cash and cash equivalents in the statement of cash flows 69 945 40 477

Cash and bank deposits are invested in overnight deposits.

30 Philly Shipyard annual report 2015



Performance 2015

Consolidated accounts

� Note 12: Restricted cash

Restricted cash consists of the following items:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Restricted cash (non-current) 13 100 7 002
Restricted cash (current) 7 000 13 000

Total 20 100 20 002

Restricted cash represents an escrow account established in 2011 in conjunction with the SeaRiver contract and a custody account established in 2015 in
connection with the Welcome Fund loan.

PSI deposited USD 13.1 million into the Welcome Fund custody account upon the delivery of Hull 021. This amount is expected to be released upon
maturity of the Welcome Fund loan in March 2020.

USD 13.0 million of the SeaRiver escrow account was released upon delivery of Hull 020 in March 2015. The remaining USD 7.0 million of the SeaRiver
escrow account is expected to be released in March 2016.

� Note 13: Earnings per share

Basic and diluted
Basic and diluted earnings per share are calculated by dividing the income attributable to equity holders of the Company by the weighted average number
of ordinary shares.

Amounts in USD thousands (except share amounts and earnings per share) 2015 2014

Income attributable to equity holders of the Company 17 379 13 613
Weighted average number of ordinary shares in issue 12 107 901 12 170 960

Basic and diluted earnings per share (USD) 1.44 1.12

At 31 December 2015, PHLY had 12,107,901 ordinary shares (excluding 466,865 treasury shares) at a par value of NOK 10 per share. There were no share
issuances or repurchases in 2015. At 31 December 2014, PHLY had 12,107,901 ordinary shares at a par value of NOK 10 per share which reflected the
share issuances of 2,250,000 on 10 February 2014 and 159,461 on 27 March 2014 less 466,865 shares repurchased between 1 July 2014 and
31 December 2014 plus the existing shares of 10,165,305. Based on these issuances, a weighted average of 12,170,960 ordinary shares was used in the
calculation of earnings per share for the year ended 31 December 2014.

There were no potentially dilutive securities outstanding as of 31 December 2015 and 2014.

� Note 14: Paid in capital

The current share capital (excluding 466,865 treasury shares) is 12,107,901 shares issued and outstanding as of 31 December 2015, each with a par value
of NOK 10, fully paid. As of 31 December 2015, there are no additional authorized shares.

Amounts in USD thousands Share capital Share premium Paid in capital

31 December 2013 18 709 52 286 70 995

Issuance of shares, net of transaction costs 3 955 59 697 63 652
Dividends - (43 059) (43 059)

31 December 2014 22 664 68 924 91 588
Dividends - (12 127) (12 127)

31 December 2015 22 664 56 797 79 461

Summary of purchases of treasury shares:

Amounts in USD thousands (except number of shares)
Number of

shares Consideration

Treasury shares at 1 January 2014 - -
Purchases 466 865 (9 969)

Treasury shares at 1 January 2015 466 865 (9 969)
Purchases - -

Treasury shares at 31 December 2015 466 865 (9 969)
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� Note 15: Interest-bearing debt

This note provides information about PHLY’s contractual terms of interest-bearing loans and borrowings. For more information about PHLY’s exposure to
interest rate and foreign currency risk, see note 22.

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Interest-bearing long-term debt:
Finance lease liability 503 726
Welcome Fund loan, net of fees 58 840 -
Note payable to Philly Tankers - 10 753

Total interest-bearing long-term debt 59 343 11 479

Interest-bearing short-term debt and construction loans:
Finance lease liability 223 212
Note payable to Philly Tankers 13 764 45 552
Construction loans 29 000 -

Total interest-bearing short-term debt and construction loans 42 987 45 764

Unsecured loans as of 31 December 2015 Maturity Balance Interest rate

Note payable to Philly Tankers March 2016 13 764 3.56%

Total unsecured loans 13 764

On 6 March 2014, the Company entered into a loan agreement with Caterpillar Financial Services Corporation (Cat Financial) for a USD 120 million loan
facility for construction financing on the two remaining product tankers under contract with Crowley Maritime Corporation (Hulls 023-024). The loan is sub-
ject to a maximum borrowing amount of USD 58 million per vessel and is secured by a first lien on Hulls 023-024. The loan accrues interest at three-month
LIBOR plus 3.0% as defined in the loan agreement. USD 29 million is drawn under this facility as of 31 December 2015 (USD 0 for 31 December 2014).

On 28 December 2015, the Company executed a commitment letter with Cat Financial for a USD 150 million loan facility for construction financing on the
four product tankers under contract with Philly Tankers LLC (Hulls 025-028). The commitment letter provides that the loan will be subject to a maximum
borrowing amount of USD 75 million per vessel and will be secured by a first lien on Hulls 025-028. The commitment letter provides further that the loan will
accrue interest at three-month LIBOR plus 3.0% as defined in the commitment letter. The Company expects to enter into definitive agreements for this
facility in Q1 2016.

PSI has a secured term loan of up to USD 60 million with PIDC Regional Center, LP XXXI, a partnership between CanAm Enterprises and the Philadelphia
Industrial Development Corporation (PIDC). The loan has a fixed interest rate of 2.625% through maturity. This loan was made through the Welcome Fund
loan program, a source of low-cost capital generally available to commercial, retail, industrial or non-profit firms that create significant job growth and are
located in or planning to locate to the City of Philadelphia. The loan has a five-year term and is initially secured by a second lien on Hulls 021-024 during
construction. As originally contemplated, the lender would receive a lien on Philly Shipyard’s economic interests in these vessels under the PHLY-Crowley
joint venture upon their delivery. Because these economic interests are being bought-out by Marathon as each ship is delivered, the lender released its lien
on these economic interests and Philly Shipyard provided the following replacement collateral to the lender: (1) a first lien on USD 13.1 million of cash
collateral; (2) a second lien on Hulls 025-028 during construction; and (3) a first lien on Philly Shipyard’s shares in Philly Tankers AS. USD 60 million is drawn
under the term loan at 31 December 2015.

In return for shares in Philly Tankers, the Company contributed a promissory note with a face value of USD 58 million to the equity capital of Philly Tankers.
This note will be reduced dollar-for-dollar as the shipyard spends its own funds on the construction of Hulls 025 and 026. As this note was issued as an
interest-free instrument, the Company has discounted its value and is imputing interest expense on the discounted amount at a rate of 3.56% per annum.
The full amount is due and payable on the earlier of the date of delivery of Hull 026 or 30 November 2018. The dollar-for-dollar reductions commenced in
the third quarter of 2015 with a total reduction of USD 44.2 million through 31 December 2015.

Undrawn credit facilities
As of 31 December 2015, PSI has USD 4.8 million of undrawn credit facilities with a bank, out of a total available balance of USD 6.0 million. The drawn
amount is being used for letters of credit.

� Note 16: Other non-current liabilities

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Deferred real estate tax liability 7 402 7 210

Total 7 402 7 210
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In connection with the PSDC agreement, the City of Philadelphia agreed to temporarily defer USD 8.0 million in real estate tax payments due from PSI over
three years (2011-2013). The full deferred amount is due in 2017. The Company has discounted the deferred payments and is imputing interest expense
over the deferral period.

� Note 17: Operating and finance lease liabilities

Non-cancellable operating lease rentals are payable as follows as of 31 December:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Less than one year 290 238
Between one and five years 80 275

Total 370 513

The operating leases are for facilities, vehicles and printing and copying equipment.

Finance lease liabilities are payable as follows as of 31 December:

Amounts in USD thousands
Payments

2015
Interest

2015
Principal

2015
Payments

2014
Interest

2014
Principal

2014

Less than one year 256 33 223 256 44 212
Between one and five years 532 29 503 788 62 726

Total 788 62 726 1 044 106 938

The Company has a finance lease for priming equipment.

The Company operates on land leased from PSDC through April 2018. Lease payments include rent, taxes and operating expenses. The lease payments
are subject to an annual revision based on PSDC’s operating expenses. The Company has options to renew the lease for three consecutive periods of
20 years each and one final period of 19 years. The Company can acquire the land for USD 1 after the expiration of all renewal periods. Lease payments for
rent due under the finance lease are USD 1 per year.

PSDC has the right to terminate the lease if PSI fails to maintain an average of at least 200 full-time employees at the shipyard for 90 consecutive days,
subject to the right of PSI to complete work-in-process projects and a one-time, limited cure right which allows PSI to restore the lease to a 5-year term
under certain circumstances. Based on its current construction schedule and backlog, PHLY expects that PSI will have at least 200 full-time employees on
staff for the foreseeable future.

� Note 18: Pension costs

Pension costs recognized in the income statement:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Contribution plans (employer’s contribution) 1 421 1 435

Total net pension costs 1 421 1 435

The Company has a defined contribution plan for its non-union employees which provides for a Company contribution based on a fixed percentage of cer-
tain employee contributions plus a discretionary percentage of salaries. In addition, the Company’s union employees are participants in a multi-employer
union selected pension plan (Union Plan). The Company contributes a fixed amount per hour worked to the Union Plan. If the Company were to terminate
its relationship with the Union Plan, the Company could be statutorily liable for a termination liability calculated at the termination date. The termination
liability at 31 December 2015 was USD 3.5 million. Currently, the Company has no plans to terminate this relationship. Thus, no termination liability has
been recognized in the financial statements. The Company estimates that it will contribute approximately USD 0.8 million to the Union Plan in 2016. The
Company’s contributions over the last five years represented 0.2% of total contributions to the Union Plan for the same five-year period.

� Note 19: Other provisions – warranties

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Current balance as of 1 January 1 507 746
Provisions made during the period 1 100 1 000
Provisions released during the period (500) -
Provisions used during the period (606) (239)

Current balance as of 31 December 1 501 1 507
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The warranty provision relates to the warranty work for vessels (Hulls 016-022) which were delivered through 31 December 2015.

� Note 20: Trade payables and accrued liabilities

Trade payables and accrued liabilities comprise the following items:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Ship material and subcontracting accruals 32 339 16 411
Trade payables 7 302 8 471
Employee-related cost accruals 4 672 4 658
Overhead and capital projects accruals 3 120 2 389

Total 47 433 31 929

� Note 21: Net interest-bearing debt

Net interest-bearing debt comprise the following items at 31 December:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Interest-bearing long-term debt (see note 15) 59 343 11 479
+ Interest-bearing short-term debt (see note 15) 13 987 45 764
+ Construction loans (see note 15) 29 000 -

Total interest-bearing debt 102 330 57 243

- Cash and cash equivalents (see note 11) (69 945) (40 477)
- Restricted cash (see note 12) (20 100) (20 002)

Total interest-bearing assets (90 045) (60 479)

Net interest-bearing debt (+)/assets (-) 12 285 (3 236)

Net interest-bearing debt is defined by the Company to be total interest-bearing debt less interest-bearing receivables, cash and cash equivalents, and
restricted cash.

� Note 22: Financial instruments

Exposure to credit, liquidity, currency and interest rate risks arise in the normal course of the Company’s business. Derivative financial instruments are used
to hedge exposure to fluctuations in foreign exchange rates for business purposes.

Credit risk
The carrying amount of financial assets represents the maximum credit exposure. At 31 December 2015 and 2014, respectively, the maximum exposure to
credit risk is as follows:

Amounts in USD thousands 31 Dec. 2015 31 Dec. 2014

Vessels-under-construction receivable 111 736 87 945
Cash and cash equivalents 69 945 40 477
Work-in-process 41 460 -
Restricted cash 20 100 20 002
Trade receivable 263 518

Total 243 504 148 942
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Liquidity risk:
The following are the contractual maturities of financial liabilities including interest payments:

31 December 2015

Amounts in USD thousands Book value
Contractual

cash flow
Less than
6 months

6-12
months

1-2
years

2-5
years

More than
5 years

Non-derivative financial liabilities
Note payable to Philly Tankers 13 764 (13 846) (13 846) - - - -
Finance lease 726 (788) (128) (128) (256) (276) -
Construction loans 29 000 (29 067) (29 067) - - - -
Welcome Fund loan 60 000 (66 720) (796) (805) (1 597) (63 522) -
Deferred real estate tax liability 7 402 (8 000) - - (8 000) - -
Trade payables 7 302 (7 302) (7 302) - - - -

Total 118 194 (125 723) (51 139) (933) (9 853) (63 798) -

31 December 2014

Amounts in USD thousands Book value
Contractual

cash flow
Less than
6 months

6-12
months

1-2
years

2-5
years

More than
5 years

Non-derivative financial liabilities
Note payable to Philly Tankers 56 305 (58 000) (6 062) (39 490) (12 448) - -
Finance lease 938 (1 044) (128) (128) (256) (532) -
Deferred real estate tax liability 7 210 (8 000) - - - (8 000) -
Trade payables 8 471 (8 471) (8 471) - - - -

Total 72 924 (75 515) (14 661) (39 618) (12 704) (8 532) -

Book values included in the above tables are gross loan amounts.

Currency risk
The Company incurs foreign currency risk on purchases that are denominated in a currency other than USD. The currencies giving rise to this risk are pri-
marily EUR (Euro), NOK (Norwegian Kroner) and KRW (Korean Won).

Changes in the fair value of forward exchange contracts that economically hedge monetary assets and liabilities in foreign currencies and for which hedge
accounting is not applied are recognized in the income statement. Both the changes in fair value of the forward contracts and the foreign exchange gains
and losses relating to the monetary items are recognized as part of net financial items (see note 6). The fair value of exchange contracts used as economic
hedges of monetary assets and liabilities in foreign currencies at 31 December 2015 was USD 3.5 million recognized in current liabilities.

Exposure to currency risk
The Company’s exposure to currency risk at 31 December 2015 and 2014 was as follows based on the following notional amounts:

2015 2014
Amounts in USD thousands EUR KRW NOK EUR KRW NOK

Gross balance sheet exposure
Trade payables (-) (88) - (10) (46) (2 693) (21)
Cash - - 9 961 - - 10 344

Gross balance sheet exposure (88) - 9 951 (46) (2 693) 10 323
Estimated forecast expenses (-) (3 000) (43 998) (296) (2 267) (19 521) -

Gross exposure (3 000) (43 998) (296) (2 267) (19 521) -
Forward exchange contracts 3 704 48 744 284 2 108 54 426 19

Net exposure 616 4 746 9 939 (205) 32 212 10 342

Sensitivity analysis
In managing interest rate and currency risks, the Company aims to reduce the impact of short-term fluctuations on its earnings. Over the longer term,
however, permanent changes in interest and foreign exchange rates would have an impact on consolidated earnings.

At 31 December 2015 it is estimated that a 10% strengthening of the USD against other foreign currencies would have increased the Company’s income
before tax by USD 124 thousand. At 31 December 2014 it is estimated that a 10% strengthening of the USD against other foreign currencies would have
increased the Company’s income before tax by USD 67 thousand.

Exposure to interest rate risk
It is estimated that a general increase of one percentage point in interest rates would not impact the Company’s income before tax for 2015 and would not
have impacted the Company’s income before tax for 2014. None of the Company’s financial assets and liabilities are measured at fair value.
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Fair values
The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including their levels in the fair value hierarchy. It
does not include fair value information for financial assets and financial liabilities not measured at fair value if the carrying amount is a reasonable approx-
imation of fair value.

Amounts in USD thousands

Carrying
amount

2015

Fair
value
2015

FV
hierarchy

level
2015

Carrying
amount

2014

Fair
value
2014

FV
hierarchy

level
2014

Construction loans (29 000) (29 000) 2 - - -
Welcome Fund loan (60 000) (56 040) 2 - - -
Note payable to Philly Tankers (13 764) (13 764) 2 (56 305) (56 305) 2
Finance lease liabilities (726) (669) 2 (938) (826) 2
Forward exchange contracts (3 451) (3 451) 2 (1 922) (1 922) 2

The fair value of the construction loans is calculated by using the existing three-month LIBOR rate plus an applicable market–based margin of 3.0%.

The fair value of the Welcome Fund loan is calculated by using the difference between a 4.0% market rate and the actual 2.625% loan rate.

The fair value of the interest-free note payable to Philly Tankers is calculated based on the present value of future principal and accreted interest cash flows
discounted at a market rate of 3.56% for both 2015 and 2014.

The fair value of fixed-interest long-term debt (i.e. finance lease liabilities) is calculated based on the present value of future principal and interest cash flows
discounted at a market rate of 4.0% for 2015 and 5.0% for 2014.

Financial instruments measured at fair value:
The following table shows the valuation techniques used in measuring Level 2 and Level 3 fair values, as well as the significant unobservable inputs used:

Type Valuation technique Significant unobservable inputs

Inter-relationship between
significant unobservable inputs and
fair value measurement

Forward exchange contracts Market comparison technique:
The fair values are based on banker
quotes. Similar contracts are traded in
an active market and the quotes reflect
the actual transactions in similar
instruments.

Not applicable. Not applicable.

Reconciliation of Level 3 fair values
The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair values:

Amounts in USD thousands 2015 2014

Profit sharing receivable at beginning of year: - 7 213

Accreted interest, included in financial income - 180
Sale of profit sharing receivable - (7 393)

Profit sharing receivable at end of year - -

There were no transfers from Level 3 in 2015.

In accordance with its treasury policy, the Company does not hold or issue derivative financial instruments for trading purposes. However, derivatives that
do not qualify for hedge accounting are accounted for as trading instruments.

The Company has categorized its assets and liabilities that are recorded at fair value, based on the priority of the input to the valuation technique, into a
three-level fair value hierarchy. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets or liabilities
(Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to measure the assets and liabilities fall within different levels of the hier-
archy, the categorization is based on the lowest level input that is significant to the fair value measurement of the instrument. The categories are described
below:

Level 1. Assets and liabilities whose values are based on unadjusted quoted prices for identical assets or liabilities in an active market that we have the
ability to access.

Level 2. Assets and liabilities whose values are based on quoted prices in markets that are not active or model inputs that are observable either directly or
indirectly for substantially the full term of the asset or liability. Examples of Level 2 inputs include quoted prices for identical or similar assets or liabilities in
non-active markets and pricing models whose inputs are observable for substantially the full term of the asset or liability.

Level 3. Assets and liabilities whose values are based on prices or valuation techniques that require inputs that are both unobservable and significant to the
overall fair value measurement. These inputs reflect management’s own assumptions about the assumptions a market participant would use in pricing the
asset or liability.
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� Note 23: Shares owned or controlled by the President and Chief Executive Officer, Board of Directors and Senior Management of PHLY

Shares owned in Philly Shipyard ASA as of 31 December 2015

Name Position
Number of

shares held

Elin Karfjell Board Member 1 200
Steinar Nerbovik President and CEO 1 000
Scott Clapham Senior Vice President 1 000

There is no share option agreement between Philly Shipyard ASA and Senior Management or Directors.

Remuneration to the Board of Directors for the year ended 31 December 2015

Remuneration
Name Position (NOK) (USD)

Kristian Rokke Chairman 781 688 96 983
Elin Karfjell Board Member 215 000 26 663
Amy Humphreys Board Member 215 000 26 663
Audun Stensvold Deputy Board Chairman 215 000 26 663

Sum Directors’ fees 1 426 688 176 972

No Board members received any remuneration other than Directors’ fees. The Board remuneration for Kristian Rokke includes the fee for his role as Execu-
tive Chairman until the Annual General Meeting on 15 April 2015. The Board remuneration for Audun Stensvold is paid to Aker ASA.

Remuneration to the audit committee
The audit committee of PHLY is comprised of Elin Karfjell (Chairperson) and Audun Stensvold. Remuneration for the Chairperson is NOK 45,000 (USD
5,581) and for each member is NOK 35,000 (USD 4,340). The audit committee remuneration for Audun Stensvold is paid to Aker ASA.

Remuneration to the nomination committee
The nomination committee of Philly Shipyard ASA has the following members: Leif-Arne Langoy (Chairman), Arild Storen Frick and Gerhard Heiberg. Remu-
neration earned by each member of the committee in 2015 was NOK 33,000 (USD 4,092). The nomination committee remuneration for Arild Stonen Frick is
paid to Aker ASA.

Guidelines for remuneration to the President and CEO and members of the Executive Team
The basis of the remuneration of the President and CEO and Members of the Executive Team has been developed in order to create a performance-based
system. This system of reward is designed to contribute to the achievement of good financial results and increase shareholder value.

The President and CEO and members of the Executive Team receive a base salary. In addition, a variable pay may be awarded in accordance with a varia-
ble pay program which was implemented in 2007. This variable pay program is based on the achievement of financial and personal performance targets
and leadership performance in accordance with the Company’s values.

The variable pay program for the President and CEO represents a potential for an additional variable pay up to 70% of base salary depending on the ach-
ievement of defined short-term and long-term results such as financial targets (profit and working capital) and personal targets (project targets, develop-
ment of commercial solutions, alignment with values and improvement of HSE).

The variable pay program for other members of the Executive Team represents a potential for an additional variable pay in the range of 20% to 60% of
base salary depending on the achievement of the same factors described for the President and CEO.

The President and CEO and Executive Team participate in the standard pension and insurance schemes, applicable to all employees. The Company practi-
ces standard employment contracts and standard terms and conditions regarding notice period and severance pay for the President and CEO and mem-
bers of the Executive Team.

The Company does not offer share option programs to the Executive Team.

Remuneration paid to Executive Management for 2015

Amounts in USD
Base

salary
Variable

pay
Pension

contribution
Other

benefits
Total

remuneration
Severance

pay

Steinar Nerbovik President and CEO Jan - Dec 415 000 101 000 32 000 69 408 617 408 12 months

Jan Ivar Nielsen CFO 5 Oct - Dec 55 000 - 3 462 5 079 63 541 12 months

Jeffrey Theisen CFO Jan - 17 June 150 393 91 831 12 498 8 020 262 742 12 months

Remuneration paid to Executive Management for 2014

Amounts in USD
Base

salary
Variable

pay
Pension

contribution
Other

benefits
Total

remuneration
Severance

pay

Steinar Nerbovik President and CEO 9 Apr - Dec 421 486 - 1 231 97 424 520 141 12 months

Kristian Rokke President and CEO Jan - 8 Apr 81 912 116 269 7 000 17 105 222 286 6 months

Jeffrey Theisen CFO Jan - Dec 268 149 74 622 12 600 16 035 371 406 12 months
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� Note 24: Joint venture/equity-accounted investees

Joint venture with Crowley
On 6 November 2013, Philly Shipyard executed definitive agreements for a joint venture with Crowley Maritime Corporation and certain of its affiliates
(Crowley) related to the ownership, operation and chartering of four product tankers (Hulls 021-024). The agreements provide that Crowley will maintain
control over the ownership, technical operation and commercial management of the vessels. Two vessels were delivered in 2015 with the remaining two
vessels to be delivered in 2016.

On 21 September 2015, Philly Shipyard entered into definitive agreements with a third party for the buy-out of its interest in the joint venture with Crowley.
The buy-out of Philly Shipyard’s interest occurs on the delivery of each vessel.

Due to the nature of the transactions, approximately 49.9% of the gross margin on each of the Crowley vessels is deferred and the total estimated deferred
margin for all four vessels will be recognized pro-rata (25% per ship) upon delivery of each vessel. The Company deferred USD 10.9 million and USD
9.0 million in profit which is recorded as a reduction in revenues and included in vessels-under-construction receivable on the statement of financial posi-
tion as of 31 December 2015 and 31 December 2014, respectively. Upon delivery of the first two Crowley vessels in 2015, USD 10.9 million of deferred
profit was recognized as an increase to revenue during the year ended 31 December 2015.

In addition, upon delivery of the first two Crowley vessels in 2015, USD 20.0 million was recognized as a gain-on-sale on the buy-out in Philly Shipyard’s
interest in the joint venture with Crowley which is calculated based on the estimated total investment in the joint venture of approximately USD 518 million
and recorded as other income in the income statement for the year ended 31 December 2015. The actual amount of investment will depend upon the total
capital cost of the vessels to the joint venture.

Equity-accounted investees
Philly Tankers
In July 2014, Philly Tankers completed a USD 65.025 million private placement with a subsequent listing on the Norwegian OTC.

Prior to the Philly Tankers private placement, in return for 62,475 shares in Philly Tankers, the Company contributed a promissory note with a face value of
USD 58 million to the equity capital of Philly Tankers. This note will be reduced dollar-for-dollar as the shipyard spends its own funds on the construction of
Hulls 025 and 026. As this note was issued as an interest-free instrument, the Company has discounted its value and is imputing interest expense on the
discounted amount at a rate of 3.56% per annum. The full amount is due and payable on the earlier of the date of delivery of Hull 026 or 30 November
2018. The dollar-for-dollar reductions commenced in the third quarter of 2015 with a total reduction of USD 44.2 million through 31 December 2015.

In addition, as part of the Philly Tankers private placement, the Company invested USD 6.025 million in cash in exchange exchange for an additional 6,025
shares in Philly Tankers. As the initial shareholder of Philly Tankers, the Company was paid a cash distribution of USD 5.525 million out of the proceeds of
the Philly Tankers private placement.

On 10 August 2015, Philly Tankers executed definitive agreements with a third party for the assignment of its existing contracts for four product tankers
(Hulls 025-028) which are currently planned to be delivered between November 2016 and November 2017. Each of the contracts will be assigned by
Philly Tankers immediately prior to the delivery of the relevant vessel and a gain-on-sale will be recognized upon each delivery. Philly Shipyard will recog-
nize its portion of the gain as profit in equity-accounted investees recorded as other income on the income statement. Proceeds from the assignments are
expected to be distributed to Philly Tankers’ shareholders after delivery of Hull 028.

As of 31 December 2015, the Company owns 53.7% of the outstanding shares of Philly Tankers. The Company has performed an analysis of its ownership
interests and voting rights in the articles of association in Philly Tankers and concluded that it does not control the relevant activities of Philly Tankers.
Therefore, the Company accounts for the investment using the equity method and does not consolidate Philly Tankers.

Amounts in USD thousands 2015 2014

Percentage ownership interest 53.7% 53.7%

Non-current assets 93 754 30 753
Current assets 20 518 82 213
Non-current liabilities - -
Current liabilities (105) (75)

Net assets (100%) 114 167 112 891

Group’s share of net assets (53.7%) 61 336 60 651

Adjustments tor carrying value of investment:
PSI share of transaction costs 1 157 1 157
Deferred shipbuilding profit (5 848) (5 848)

Carrying amount of equity-accounted investees 56 645 55 960

Revenue - -
Income from operations (100%) 1 275 185
Other comprehensive income (100%) - -

Total comprehensive income (100%) 1 275 185

Group’s share of income and total comprehensive income (53.7%) 685 100
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� Note 25: PHLY companies

Incorporation Ownership
Company name City/State Country %

Philly Shipyard, Inc. Pennsylvania USA 100.0%
APSI Shipholding 017, Inc. Delaware USA 100.0%
APSI Shipholding 018, Inc. Delaware USA 100.0%
APSI Tanker Holdings, Inc. Delaware USA 100.0%
APSI Member 021, Inc. Delaware USA 100.0%
APSI Member 022, Inc. Delaware USA 100.0%
APSI Member 023, Inc. Delaware USA 100.0%
APSI Member 024, Inc. Delaware USA 100.0%
APSI Tanker Holdings II, LLC Delaware USA 100.0%

� Note 26: Government grants, commitments and contingencies

Government grants
For the year ended 31 December 2015, the Shipyard received USD 35 thousand reimbursement of employee training costs from various governmental
agencies (USD 44 thousand reimbursement in 2014).

Other commitments and contingencies
PSI is required to pay a common area maintenance charge each month of approximately USD 54 thousand, subject to escalation, through the term of its
shipyard lease.

On 13 September 2002, the Shipyard finalized an agreement with the City of Philadelphia (and others), whereby the parties agreed to the Real Estate and
Use and Occupancy Tax for the years 2001 through 2017. The Shipyard is committed to a fixed assessment of approximately USD 3.3 million to
USD 3.6 million per year, commencing in 2003. In connection with the closing of certain other transactions with PSDC in March 2011, the City of Phila-
delphia agreed to temporarily defer USD 8.0 million in tax payments due from PSI over three years (2011-2013). The full deferred amount is due in 2017
(see note 16).

Legal matters
The Company is involved in various legal disputes in the ordinary course of business related primarily to personal injury matters, employment matters and
commercial matters. Provisions have been made to cover the expected outcomes when it is probable that a liability has been incurred and the amount is
reasonably estimable. Although the final outcome of these matters is subject to uncertainty, in the Company’s opinion the ultimate resolution of such legal
matters will not have a material adverse effect on the Company’s financial position or results of operations.

� Note 27: Transactions, guarantees and agreements with related parties and concentration of business

Aker Capital II AS (f/k/a Converto Capital Fund AS), an investment fund controlled by Aker ASA, is the majority shareholder in PHLY owning 57.6% of the
total outstanding shares of PHLY as of 31 December 2015. In addition, Kristian Rokke, the Chairman of the Board of PHLY as of 31 December 2015, is a
Board member of TRG Holding AS, which owns 66.7% of the total outstanding shares of Aker ASA as of 31 December 2015. The Company believes that
related party transactions are made on terms equivalent to those that prevail in arm’s length transactions.

Transactions
The Company has service agreements with Aker ASA and certain of its affiliates which provide specified consulting, accounting, tax, financial and admin-
istrative services. The Company also has a secondment agreement with Aker ASA which establishes a framework for the mutual secondment of personnel
between their respective organizations. All payables under these agreements are paid within the normal course of business. Beginning in Q2 2015, the
accounting services formerly provided by Aker ASA were transferred to a third party service provider. Related administrative costs and financial statement
amounts were as follows:

Amounts in USD thousands
Expenses

2015
Expenses

2014
Payables

31 Dec. 2015
Receivables
31 Dec. 2015

Aker ASA 28 589 - -
Aker US Services LLC 120 70 - -
Philly Tankers LLC - - - 120

PSI has entered into an administrative services agreement with Philly Tankers LLC (PTLLC) whereby PSI will supply certain administrative and commercial
services to PTLLC. Related revenues for the year ending 31 December 2015 were USD 120 thousand (USD 60 thousand from inception to the year ending
31 December 2014) and corresponding receivables for the year ending 31 December 2015 were USD 120 thousand.

Concentrations
Operating revenues are detailed below:

Amounts in USD thousands
Revenue

2015
Revenue

2014

Crowley 284 003 147 172
SeaRiver 2 327 92 996
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Agreements
PSI agreed to reimburse Aker ASA for certain support and assistance provided by Aker ASA to PSI in connection with the SeaRiver project. Related
expenses for the twelve-month period ending 31 December 2015 were USD 0 (USD 82 thousand in 2014).

� Note 28: Events after 31 December 2015

On 17 February 2016, the PHLY Board approved a quarterly dividend for Q4 2015 of USD 0.25 per share.
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Philly Shipyard ASA

Income Statement

Amounts in USD thousands Note 2015 2014

Revenues 40 86
Operating expenses 2 (495) (1 272)
Gain-on-sale of profit sharing asset - 22 834

Operating (loss)/income (455) 21 648
Interest income from subsidiaries 869 196
Interest expense to subsidiaries - (87)
Other interest and financial income 74 464
Other interest and financial expense (78) (3 205)

Income before tax 410 19 016

Income tax expense 4 (1 325) (7 046)

Net (loss)/income for the year (915) 11 970

Allocation of net (loss)/income:
Net (loss)/income for the year (915) 11 970
Other equity 5 915 (11 970)

Total - -
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Philly Shipyard ASA

Statement of Financial Position
as of 31 December

Amounts in USD thousands Note 2015 2014

ASSETS
Shares in subsidiary 3 67 000 67 000
Loan to subsidiary 9 31 000 35 000

Total non-current assets 98 000 102 000

Other current assets 227 27
Cash and cash equivalents 6 293 13 916

Total current assets 520 13 943

Total assets 98 520 115 943

EQUITY AND LIABILITIES
Share capital 22 664 22 664
Share premium reserve 46 828 58 955

Total paid in capital 69 492 81 619
Other equity 27 166 28 081

Total equity 5 96 658 109 700

Deferred tax liability 4 1 231 -

Total non-current liabilities 1 231 -

Other current liabilities 230 202
Tax payable 4 401 6 041

Total current liabilities 631 6 243

Total liabilities 1 862 6 243

Total equity and liabilities 98 520 115 943

Oslo, Norway
4 March 2016

Board of Directors
Philly Shipyard ASA

James H. Miller Amy Humphreys Elin Karfjell
Board Chairman Board Member Board Member

Audun Stensvold Steinar Nerbovik
Deputy Board Chairman President and CEO
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Philly Shipyard ASA

Cash Flow Statement

Amounts in USD thousands 2015 2014

Income before tax 410 19 016
Change in profit sharing assets - 16 716
Change in other current assets (200) 9
Change in other current liabilities 28 (401)
Income taxes paid (5 734) (595)

Net cash flow (used in)/from operating activities (5 496) 34 745

Repayment of long-term notes payable to subsidiaries - (13 980)
Proceeds from shares issued, net of transaction costs - 63 652
Dividend paid (12 127) (43 059)
Purchase of treasury shares - (9 969)
Note received/(paid) to subsidiary 4 000 (35 000)

Net cash flow used in financing activities (8 127) (38 356)

Net change in cash and cash equivalents (13 623) (3 611)

Cash and cash equivalents at beginning of period 13 916 17 527

Cash and cash equivalents as of 31 December 293 13 916
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Philly Shipyard ASA

Notes to the accounts

� Note 1: Basis for preparation

The accounts of Philly Shipyard ASA (PHLY or
the Company) are presented in conformity with
Norwegian legislation and generally accepted
accounting principles in Norway. The Company’s
functional and reporting currency is the U.S. dol-
lar (USD), except when indicated otherwise.

Subsidiaries
Subsidiaries are presented on a historical cost
basis in the parent company accounts. The
investment is valued at historical cost for the
shares unless impairment write-downs have
been deemed necessary. The shares are written
down to fair value if the impairment is not of a
temporary nature and is necessitated by gen-
erally accepted accounting principles. Write-
downs are reversed when the basis for the write-
down no longer exists.

Dividends and other payments are taken to
income in the year they are accrued in the sub-
sidiary. If dividends exceed retained earnings
after the purchase, the excess represents
repayment of invested capital and the payments
are deducted from the invested value in the
Company’s statement of financial position.

Classification and valuation of statement of
financial position items
Current assets and current liabilities include
items that have less than one year to maturity,

and other items that are deemed operational
working capital. Other items are classified as
non-current assets/non-current liabilities.

Current assets are valued at the lower of
historical cost and fair value. Current liabilities
are valued at their nominal historical value at the
time the liability arises.

Non-current assets are valued at historical
cost, but are written down to fair value if impair-
ment is deemed to be of a permanent nature.
Non-current liabilities are valued at nominal
historical values.

Tax
Income tax expense in the income statement
comprises both current payable taxes and the
change in deferred tax. Payable tax is calculated
on the basis of the profit for the period in Norwe-
gian Kroner (NOK). Deferred tax at 31 December
2015 is calculated using a 25% income tax rate
utilizing the difference that exists between book
values and tax values and the net operating
losses that can be carried forward at the state-
ment of financial position date. Tax-increasing
and tax-reducing temporary differences that are
reversing or can reverse in the same period are
offset against each other. Net tax assets are
shown in the statement of financial position to
the extent it is probable that these assets can be
utilized.

To the extent a group contribution is not
shown in the income statement, the tax effect is
taken directly against the investment item in the
statement of financial position.

Cash flow statement
The cash flow statement is shown using the
indirect method. Cash and cash equivalents
comprises cash, bank deposits and other short-
term liquid placements.

Use of estimates
Preparation of financial statements in conformity
with generally accepted accounting principles in
Norway requires management to make estimates
and assumptions that affect the income state-
ment, the reported amounts of assets and
liabilities and also the disclosure of contingent
assets and liabilities on the statement of financial
position date.

Contingent losses that are probable and
quantifiable are expensed when they are identi-
fied.
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� Note 2: Other operating expenses

Fees to the auditors for ordinary audit and other audit and attestation fees have been expensed in 2015 and 2014. Fees to the auditors are as follows:

Amounts in USD thousands 2015 2014

Audit fees 31 58
Other audit and attestation fees 3 71

Tax non-attest fees 8 3

Total 42 132

The Company has no employees. The senior management is employed in the operating company. Fees to the Board of Directors of USD 176,972 and
USD 386,325 were expensed in 2015 and 2014, respectively.

� Note 3: Shares in subsidiary

This item comprises the following as of 31 December 2015:

Amounts in USD thousands
Ownership and

voting rights (%)
Business
address

Historical
cost

Book
value

Philly Shipyard, Inc. (PSI) 100% Philadelphia, PA 67 000 67 000

Total shares in subsidiary 67 000 67 000

PSI’s results after-tax in 2015 and equity at the end of 2015 are:

Results after-tax 2015 18 294
Equity at 31 December 2015 113 776

Based on the net asset position of PSI (the investment in subsidiary) as well as the cash on hand at PSI, PHLY has concluded that no impairment has
occurred to the investment in subsidiary at 31 December 2015.

� Note 4: Taxes

The table below shows the difference between book and tax values by the end of 2015 and 2014 and the amounts of deferred taxes at these dates and the
change in deferred taxes.

Amounts in USD thousands 2015 2014

Losses carried forward - -

Other temporary differences (4 924) -

Total differences (4 924) -

Net deferred tax asset, 25% (1 231) -
Tax (gains)/losses not recognized - -

Tax asset in the statement of financial position (1 231) -

Estimated result for tax purposes:

Amounts in USD thousands 2015 2014

Income before tax measured in NOK for taxation purposes 6 410 24 649

Permanent differences - 253
Change in temporary differences (4 924) -
Utilization of loss carried forward - (2 528)

Estimated income for tax purposes 1 486 22 374

Payable current tax 401 6 041

Tax expense in the income statement:

Amounts in USD thousands 2015 2014

Tax payable (401) (6 041)

Foreign currency impact on prior year payable 307 -
Deferred tax expense related to deductible costs related to the sale of
share capital - (595)
Change in deferred tax in the statement of financial position (1 231) (410)

Tax expense (1 325) (7 046)

Philly Shipyard annual report 2015 45



Performance 2015

Parent company accounts

� Note 5: Total equity

Changes in equity are:

Amounts in USD thousands
Share

capital
Share

premium
Treasury

shares
Total paid in

capital
Other
equity

Total
equity

Equity as of 1 January 2015 22 664 68 924 (9 969) 81 619 28 081 109 700
Dividend paid - (12 127) - (12 127) - (12 127)
Net loss for the year 2015 - - - - (915) (915)

Equity as of 31 December 2015 22 664 56 797 (9 969) 69 492 27 166 96 658

The share capital of NOK 125,747,660 consists of 12,574,766 shares (including 466,865 treasury shares) with a par value of NOK 10 as of 31 December
2015.

The Company is a part of the consolidated accounts of Aker ASA, Oksenoyveien 10, NO-1366 Lysaker, Norway.

Twenty largest shareholders
(as of 31 December 2015)

Shareholders
Number of
shares held

Ownership
(in%)

Aker Capital II AS 7 237 631 57.6%
Goldman Sachs & Co. Equity Segragat 3 445 913 27.4%
Philly Shipyard ASA 466 865 3.7%
Pershing LLC 322 391 2.6%
Jefferies & Co., Inc. 131 113 1.0%
Citibank, N.A. 80 329 0.6%
Euroclear Bank S.A./N.V. 70 966 0.6%
Merrill Lynch, Pierce, Fenner & S. Inc. 68 534 0.5%
Skandinaviska Enskilda Banken S.A. 59 800 0.5%
SPC RSV CUST SEC 15C3-3 WFS 52 231 0.4%
Nordnet Pensjonsforsikring 48 535 0.4%
Ramadan Kovaci 45 412 0.4%
UBS Securities LLC 41 181 0.3%
Lars Ro 40 000 0.3%
Jan Oivind Hewitt 30 970 0.2%
Ole Johnny Wilson 27 901 0.2%
Credit Suisse Securities (USA) Ltd. 26 250 0.2%
Per Asgeir Bodin 20 070 0.2%
Espen Einar Dalby 17 000 0.1%
Jorgen Werner 16 900 0.1%

Total, 20 largest shareholders 12 249 992 97.3%

Other shareholders 324 774 2.7%

Total shareholders 12 574 766 100.0%

� Note 6: Cash and cash equivalents

There is no restricted cash.

� Note 7: Profit sharing assets

In 2014, the Company sold its profit sharing interests in Hulls 017 and 018 to Crowley for USD 40 million. The Company recorded the gain as part of operat-
ing revenues and other income in the income statement.

� Note 8: Shares owned by the Board of Directors and the Senior Management

For information regarding shares owned by the members of the Board of Directors and the Senior Management, see note 23 to the Consolidated Accounts.
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� Note 9: Related party transactions/guarantees

The Company has made the following guarantees:

Description Beneficiary
Amount

(USD thousands) Borrower

Caterpillar loan Caterpillar Financial Services Corp. 120,000 PSI

Welcome Fund loan PIDC Regional Center, LP XXXI 60,000 PSI

Working capital TD Bank, N.A. 6,000 PSI

The working capital facility supports the issuance of letters of credit.

On 28 December 2015, the Company executed a commitment letter with Caterpillar Financial Services Corporation (Cat Financial) for a USD 150 million
loan facility for construction financing on the four product tankers under contract with Philly Tankers LLC (Hulls 025-028). The commitment letter provides
that the loan will be guaranteed by the Company. The Company expects to enter into definitive agreements for this facility in Q1 2016. For additional
information regarding this facility, see note 15 to the Consolidated Accounts.

The Company has supplied a parent guarantee for the obligations of PSI under the two remaining construction contracts with Crowley Maritime Corporation
(Hulls 023-024), the four construction contracts with Philly Tankers LLC (Hulls 025-028) and the two construction contracts with Matson Navigation Com-
pany, Inc. (Hulls 029-030).

PHLY has service agreements with Aker ASA and certain of its affiliates which provide certain specified consulting, accounting, tax, financial and admin-
istrative services. PHLY also has a secondment agreement with Aker ASA which establishes a framework for the mutual secondment of personnel between
their respective organizations. All payables under these agreements are paid within the normal course of business. Beginning in Q2 2015, the accounting
services formerly provided by Aker ASA were transferred to a third party service provider. Total expenses incurred under this agreement in 2015 and 2014
were USD 28 thousand and USD 589 thousand, respectively.

On 29 April 2008, PSI, as borrower, entered into a loan agreement with PHLY, as lender. The loan agreement was amended on 16 June 2009, 3 May 2011
and 26 November 2014. The facility is for up to USD 50 million and interest is at a floating rate of 3-month LIBOR plus 2.25% per annum. As of
31 December 2015, USD 31 million is outstanding under the facility.
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Good dialogue
Philly Shipyard ASA (referenced to herein as “PHLY” or the “Company”) is committed to maintaining an open
and direct dialogue with its shareholders, potential investors, analysts, brokers, and the financial community
in general.

The timely release of information to the
market that could affect the Company’s
share price helps ensure that Philly Ship-
yard ASA’s share price reflects its under-
lying value.

Philly Shipyard’s goal is that the
Company’s shareholders will, over time,
receive competitive returns on their
investments through a combination of divi-
dends and share price growth. On
26 February 2014, the Company’s Board of
Directors adopted the following dividend
policy:

“The Company’s objective is to provide
its shareholders with a competitive return
on its shares over time based on the
Company’s earnings. The Company aims to
pay a quarterly dividend of USD 0.25 per
share, beginning with the second quarter of
2014, with intentions of increasing the
amount over time. Any payment of divi-
dends will be considered in conjunction
with the Company’s financial position, debt
covenants, capital requirements, market
prospects and potential strengthening of
the Company’s financial structure.”

The Company paid dividends totaling
NOK 97.6 million (USD 12.1 million) in
2015.

The Norwegian Public Limited Liability
Companies Act allows for the Board of
Directors to pay dividends on the basis of
an authorization from the general meeting.
The Board of Directors will therefore pro-
pose to the annual general meeting in 2016
that the Board of Directors is granted an
authorization to pay dividends based on
the Company’s annual accounts for 2015,
valid up to the Company’s annual general
meeting in 2017. Such authorization will
facilitate payments of dividends by the
Board of Directors on a quarterly basis, in
accordance with the Company’s dividend
policy.

Based on the equity level of the parent
company, Philly Shipyard intends to con-
tinue paying quarterly dividends during
2016. In addition, based on the Company’s

strong cash position, the Company intends
to pay a series of extraordinary dividends in
2016 subsequent to the future deliveries of
Hulls 023, 024 and 025. The first extra-
ordinary dividend payment is planned for
Q2 2016.

Shares and share capital
As of 31 December 2015, Philly Shipyard
ASA has 12,574,766 ordinary shares; each
share has a par value of NOK 10 (see note
5 to the parent company’s 2015 accounts).
As of 31 December 2015, the Company
had 396 shareholders, of whom 34.7%
were non-Norwegian shareholders.

Philly Shipyard has a single share
class. Each share is entitled to one vote.
The Company holds 466,865 of its own
(treasury) shares, constituting approx-
imately 3.71% of the shares outstanding,
as of 31 December 2015.

Stock-exchange listing
Philly Shipyard ASA was listed on Oslo
Axess on 17 December 2007 (ticker:
PHLY). Philly Shipyard’s shares are regis-
tered in the Norwegian Central Securities
Depository; the shares have the securities
registration number ISIN NO 0010395577.
DNB Bank ASA is the Company’s registrar.
Majority shareholder
Philly Shipyard ASA’s majority shareholder
is Aker Capital II AS (formerly Converto
Capital Fund AS), an investment fund con-
trolled by Aker ASA. Companies that are
part of Aker are legally and financially
independent units. Aker Capital II AS
exercises active ownership as part of sys-
tematic efforts to create value for all Philly
Shipyard shareholders.

From time to time, agreements are
entered into between two or more Aker
companies. The Boards of Directors and
other parties involved in the decision-
making processes related to such agree-
ments are all critically aware of the need to
handle such matters in the best interests of
the involved companies, in accordance
with good corporate governance practice.

If needed, external, independent opinions
are sought.

Current Board authorizations
As of 31 December 2015, Philly Shipyard
ASA has an authorization to increase the
share capital by up to NOK 12,574,766 and
an authorization to purchase own shares
with a total nominal value of NOK
12,574,766. Both of these current Board
authorizations are valid up until the next
Annual General Meeting in 2016. For more
details, please see “Board authorizations”
on pages 52-53.

Stock option plans
As of 31 December 2015, Philly Shipyard
ASA has no stock option program.

Investor relations
Philly Shipyard ASA seeks to maintain an
open and direct dialogue with share-
holders, financial analysts, and the financial
market in general.

All Philly Shipyard press releases and
investor relations (IR) publications, including
archived material, are available at the
Company’s website: www.phillyshipyard.com.
This online resource includes the Company’s
quarterly and annual reports, prospectuses,
articles of association, financial calendar, and
its Investor Relations and Corporate Gover-
nance policies, along with other information.

Shareholders can contact the Com-
pany at contactus@phillyshipyard.com.

Electronic interim and annual reports
Philly Shipyard ASA encourages its share-
holders to subscribe to the electronic ver-
sion of the Company’s annual reports.
Annual reports are published on the
Company’s website at the same time as
they are made available via website release
by the Oslo Stock Exchange/Oslo Axess:
www.newsweb.no (ticker: PHLY). Sub-
scribers to this service receive annual
reports in PDF format by email.

Share capital development over the past three years

Date
Change in

share capital
Share capital

(in NOK)
Number of

shares
Par value
(in NOK)

Change in 2013
31 December 2013 - 101 653 050 10 165 305 10.00
Change in 2014
31 December 2014 24 094 610 125 747 660 12 574 766 10.00
Change in 2015
31 December 2015 - 125 747 660 12 574 766 10.00
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Quarterly reports, which are generally
only distributed electronically, are available
from the Company’s website and other
sources. Shareholders who are unable to
receive the electronic version of interim and
annual reports, may subscribe to the
printed version by contacting Philly
Shipyard’s investor relations staff.

Nomination committee

The Company’s nomination committee has
the following members: Leif-Arne Langoy,
Gerhard Heiberg and Arild Storen Frick.

Shareholders who wish to contact
Philly Shipyard’s nomination committee
may do so using the following address:

Nomination Committee of
Philly Shipyard ASA
Vika Atrium
Munkedamsveien 45
NO-0250 Oslo, Norway

Annual shareholders’ meeting
Philly Shipyard ASA’s annual shareholders’
meeting is normally held in March or early
April. Written notification is sent to all
shareholders individually or to shareholders’

nominees. To vote at shareholders’ meet-
ings, shareholders (or their duly authorized
representatives) must either be physically
present or must vote by proxy.

2015 share data

The Company’s total market capitalization
as of 31 December 2015 was NOK 2,376
million. During 2015, a total of 1,326,490
Philly Shipyard ASA shares traded, corre-
sponding to 0.105 times the Company’s
freely tradable stock. The shares traded on
244 trading days in 2015.

Twenty largest shareholders
(as of 31 December 2015)

Shareholder
Number of
shares held

Ownership
(in%)

Aker Capital II AS 7 237 631 57.6%
Goldman Sachs & Co. Equity Segragat 3 445 913 27.4%
Philly Shipyard ASA 466 865 3.7%
Pershing LLC 322 391 2.6%
Jefferies & Co., Inc. 131 113 1.0%
Citibank, N.A. 80 329 0.6%
Euroclear Bank S.A./N.V. 70 966 0.6%
Merrill Lynch, Pierce, Fenner & S. Inc. 68 534 0.5%
Skandinaviska Enskilda Banken S.A. 59 800 0.5%
SPC RSV CUST SEC 15C3-3 WFS 52 231 0.4%
Nordnet Pensjonsforsikring 48 535 0.4%
Ramadan Kovaci 45 412 0.4%
UBS Securities LLC 41 181 0.3%
Lars Ro 40 000 0.3%
Jan Oivind Hewitt 30 970 0.2%
Ole Johnny Wilson 27 901 0.2%
Credit Suisse Securities (USA) Ltd. 26 250 0.2%
Per Asgeir Bodin 20 070 0.2%
Espen Einar Dalby 17 000 0.1%
Jorgen Werner 16 900 0.1%

Total, 20 largest shareholders 12 249 992 97.3%

Other shareholders 324 774 2.7%

Total shareholders 12 574 766 100.0%

Geographic distribution of shareholders
(as of 31 December 2015)

Nationality
Number of

shares held
Ownership

(in %)

Non-Norwegian shareholders 4 358 343 34.7%
Norwegian shareholders 8 216 423 65.3%

Total 12 574 766 100.0%

Ownership structure by number of shares held
(as of 31 December 2015)

Shares owned
Number of

shareholders
Percent of

share capital

1 – 100 143 0.04%
101 – 1 000 164 0.54%
1001 – 10 000 65 1.58%
10 001 – 100 000 19 5.55%
100 001 – 500 000 3 7.32%
Over 500 000 2 84.97%

Total 396 100.00%

Share price development in 2015
2015 share data

Highest traded NOK 192.00
Lowest traded NOK 74.25
Share price as of 31 Dec. NOK 189.00
Shares issued as of 31 Dec. 12 574 766
Own (treasury) shares as of 31 Dec. 466 865
Shares issued and outstanding as of 31 Dec. 12 574 766
Market capitalization as of 31 Dec. NOK million 2 376
Proposed share dividend NOK per share -

Share price development
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Corporate governance
Philly Shipyard ASA (the “Company” or “PHLY”) aims to create maximum value for its shareholders over time.
Good corporate governance will help to reduce risk and ensure sustainable value creation.

The Board has reviewed and updated the
Company’s principles for corporate gover-
nance. The principles are based on the
Norwegian Code of Practice for Corporate
Governance, dated 30 October 2014 (the
“Code of Practice”), the principles set out
in the Continuing Obligations of stock
exchange listed companies from the Oslo
Stock Exchange, and the relevant Norwe-
gian background law such as the Norwe-
gian Accounting Act and the Norwegian
Public Limited Liability Companies Act. The
Code of Practice is available at
www.nues.no and the Continuing Obliga-
tions of stock exchange listed companies
may be found at www.oslobors.no. The
principles also apply to the Company’s
subsidiaries when relevant. The Board’s
statement of corporate governance is
included in the annual report. The following
presents the current practice of PHLY
regarding each of the recommendations
contained in the Code of Practice. Any
deviations from the recommendations are
explained under the item in question.

Purpose

The Company’s Corporate Governance
principles ensure an appropriate division of
roles and responsibilities among the
Company’s owners, its Board of Directors,
and its Executive Management, and that
business activities are subject to sat-
isfactory control. The appropriate division
of roles and satisfactory control contribute
to the greatest possible value creation over
time, to the benefit of owners and other
stakeholders.

Values and ethical guidelines

The Board has adopted corporate values
and ethical guidelines. The Company’s
corporate values are presented on page [6]
of this annual report. These values consist
of the following four “CORE” principles:
Caring, One shipyard, Responsible and
Efficient. PHLY has zero tolerance for cor-
ruption and, in 2015, the Board approved a
new Anti-Corruption Policy that is in-line

with the anti-corruption policies in place at
other Aker ASA-related companies. PHLY
works to promote a sustainable and
responsible company that is driven by
good results and the demands for social
responsibility.

Business
The Company’s business purpose clause in
the articles of association is as follows:

“The Company’s business is to own
and manage industry and other related
business related to building of ships, capital
management and other operations for the
group, including participating in or acquir-
ing other business.”

The function of the business purpose
clause is to ensure that shareholders have
control of the business and its risk profile,
without limiting the Board or manage-
ment’s ability to carry out strategic and
financially viable decisions within the
defined purpose. PHLY’s goals and main
strategies are presented in the Board of
Directors’ report. The Company’s vision is
“to be – and be recognized as – America’s
leading commercial shipyard that delivers
on its commitments, every time,” and its
supporting strategies for 2016 are reducing
the number of incidents, beating its budg-
ets, developing its people and talents and
securing new orders beyond 2018.

Equity and dividends
Equity

PHLY’s equity as of 31 December 2015
amounted to USD 143.4 million, which corre-
sponds to an equity ratio of approximately
40% of total assets. PHLY regards the
Company’s current equity structure as
appropriate and adapted to its objectives,
strategy, and risk profile.

Dividends

The Company’s dividend policy is included
in the section “Shares and shareholder
matters” (see page 50). As stated in that
policy:

“The Company’s objective is to provide
its shareholders with a competitive return on

its shares over time based on the Company’s
earnings. The Company aims to pay a quar-
terly dividend of USD 0.25 per share, begin-
ning with the second quarter of 2014, with
intentions of increasing the amount over time.
Any payment of dividends will be considered
in conjunction with the Company’s financial
position, debt covenants, capital requirements,
market prospects and potential strengthening
of the Company’s financial structure.”

Based on the equity level of the parent
company, Philly Shipyard intends to continue
paying quarterly dividends during 2016. In
addition, based on the Company’s strong
cash position, the Company intends to pay a
series of extraordinary dividends in 2016
subsequent to the future deliveries of Hulls
023, 024 and 025. The first extraordinary divi-
dend payment is planned for Q2 2016.

Board authorizations

It is the intention that the Board’s pro-
posals for future Board authorizations to
issue shares and to undertake share buy-
backs are to be limited to defined purposes
and to be valid only until the next annual
shareholders’ meeting.

To facilitate the payment of dividends
on an on-going basis in accordance with
the Company’s dividend policy, the Board
of Directors has an authorization to pay
dividends based on the Company’s annual
accounts for 2014.

The Board of Directors has an author-
ization to increase the share capital by up to
NOK 12,574,766, which can only be used to
raise equity capital for new shipbuilding
projects or other future investments within
the Company’s scope of operations.

The Board of Directors has an author-
ization to purchase own shares with a total
nominal value of NOK 12,574,766 which
can only be used in connection with buy-
back programs for the Company’s shares
or for future investments within the
Company’s scope of operations.

All of these Board authorizations are
valid up to the annual shareholders’ meet-
ing in 2016.
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The Board currently has no other
authorizations to issue shares or undertake
share buybacks. The Board will propose to
the annual shareholders’ meeting in 2016
that the Board is granted an authorization
for payment of dividends, an authorization
to increase the share capital and an author-
ization to purchase own shares.

Equal treatment of shareholders and
transactions with close associates
The Company has a single class of shares,
and all shares carry the same rights in the
Company. Equal treatment of all share-
holders is crucial. If existing shareholders’
pre-emptive rights are proposed waived
upon an increase in share capital, the
Board will justify the waiver. The Board will
also publicly disclose such justification in a
stock exchange announcement issued in
connection with such increase in share
capital. Transactions in own (treasury)
shares are executed on the Oslo Stock
Exchange or by other means at the listed
price.

If there are material transactions
between the Company and a shareholder,
Board member, member of Executive
Management, or a party closely related to
any of the aforementioned, the Board shall
ensure that independent valuations are
available.

The Company has prepared guidelines
designed to ensure that members of the
Board of Directors and Executive
Management notify the Board of any direct
or indirect stake they may have in agree-
ments entered into by PHLY.

See additional information on trans-
actions with related parties in note 27 to
the consolidated accounts. As of
31 December 2015, 57.6% of the shares in
PHLY are owned by Aker Capital II AS
(f/k/a Converto Capital Fund AS), an
investment fund controlled by Aker ASA.
For further details on the relationship
between PHLY and Aker ASA, see note 27
to the consolidated accounts.

Freely negotiable shares
The Company’s shares are freely negotiable.
No restrictions on transferability are found in
the Company’s articles of association.

Annual shareholders’ meetings
The Board of Directors encourages share-
holders to participate in shareholders’
meetings. It is the Company’s priority to
hold the annual shareholders’ meeting as

early as possible after the year-end.
Notices of shareholders’ meetings are sent
physically by post and comprehensive
supporting information, including the
recommendations of the nomination com-
mittee, are made available for the share-
holders on the Company’s home page, in
each case not later than 21 days prior to
the annual shareholders’ meeting. The
Board seeks to ensure that the resolutions
and supporting information are sufficiently
detailed and comprehensive to enable the
shareholders to form a view on all matters
to be considered at the meeting. The dead-
line for shareholders to register to the
shareholders’ meetings is set as close to
the date of the meeting as possible and the
deadline for registration may not expire
earlier than five days prior to the date of the
shareholders’ meeting. Shareholders who
are unable to attend the meeting in person
may vote by proxy, and normally the proxy
may be given to the chairman of the meet-
ing or any other person appointed by the
chairman. Both on the attendance and
proxy form and the notice of meeting, all
procedures for registration are thoroughly
explained. In addition, information on how
to propose a resolution to the items on the
agenda at the annual shareholders’ meet-
ing will be included in the notice.

Pursuant to the Company’s articles of
association, the Chairman of the Board, or
any other person appointed by the Chair-
man, chairs the shareholders’ meetings.
Although the Code of Practice recommends
an independent chair for annual general
meetings, it is the view of the Company that
the procedure followed by the Company
provides efficient and well prepared general
meetings and is in the interests of the
shareholders. The shareholders are invited
to make a joint voting on the composition of
the Board of Directors as proposed by the
nomination committee and not on each
board member separately. Hence, the
Company deviates from the Code of Prac-
tice in this regard as the nomination
committee emphasizes that the Board’s
composition shall reflect a variety of
experience, knowledge and qualifications.

To the extent possible, the CEO/
General Manager, nomination committee
leader and auditor attend annual share-
holders’ meetings.

Minutes of shareholders’ meetings are
published as soon as practically possible on
the Oslo Stock Exchange, www.newsweb.no
(ticker: PHLY) and on the Company’s home

page www.phillyshipyard.com, under the
heading “Media Center”.

Nomination committee
PHLY has a nomination committee, as set
forth in Section 7 of the Company’s articles
of association. Pursuant to the articles of
association, the nomination committee is to
comprise no fewer than three members.
Each member is normally elected for a two-
year period. The composition of the nomi-
nation committee reflects the interests of
the shareholders, and its members are
independent from the Board and Executive
Management. The members and Chairman
of the nomination committee are elected by
the Company’s annual shareholders’ meet-
ing, which also approves the remuneration
payable to committee members.

Pursuant to the Company’s articles of
association, the nomination committee
recommends candidates for members of
the Board of Directors. The nomination
committee also makes recommendations
as to remuneration of the members of the
Board and the nomination committee. The
nomination committee will justify its
recommendation and such justification will
address the criteria specified in Section 8
of the Code of Practice on the composition
of the Board of Directors.

The nomination committee comprises
the following members:

– Leif Arne Langoy, Chairman (2015-2017)
– Gerhard Heiberg (2015-2017)
– Arild Støren Frick (2015-2017)

None of the members of the nomi-
nation committee is a member of the Board
of Directors. Neither the CEO/General
Manager nor any other senior executive is a
member of the nomination committee.

The shareholders’ meeting has stipu-
lated guidelines for the duties of the nomi-
nation committee.

The Company provides the share-
holders with information on how to submit
proposals to the nomination committee for
candidates for election to the Board of
Directors on the Company’s website.

Board composition and independence
The Company does not have a corporate
assembly because PHLY, excluding its
subsidiaries, has fewer than 200 employ-
ees.

Pursuant to Section 4 of the Compa-
ny’s articles of association, the Board
comprises between three and seven
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members. The Board is currently comprised
of a total of four members. The Company’s
shareholders elect the Chairman of the
Board at the annual shareholders’ meeting.
The Board may elect its own Deputy Board
Chairman. Board members are elected for a
period of two years.

The composition of the Board of Direc-
tors is designed to ensure that it can oper-
ate independently of any special interests
and function effectively as a collegiate
body. A majority of the shareholder-elected
Board members are independent of the
Company’s Executive Management and its
significant business associates. The Board
of Directors does not include any executive
personnel. Further, three of the four
shareholder-elected Board members are
independent of the Company’s main
shareholder, Aker ASA. Audun Stensvold,
the Deputy Chairman of the Board of Direc-
tors of PHLY, is Financial Investment Direc-
tor of Aker ASA.

The current composition of the Board,
as well as the Board members’ expertise,
capabilities, and experience, are presented
on pages 56-57 of this annual report. The
shareholder-elected Board members
represent a combination of expertise,
capabilities, and experience from various
businesses and industries.

The Board members’ shareholdings
are presented in note 23 to the con-
solidated accounts. The Company encour-
ages the Board members to invest in the
Company’s shares.

Two of the shareholder-elected Board
members are up for election. PHLY will
provide the relevant information regarding
such Board members in accordance with
the Code of Practice guidelines in advance
of the annual general meeting.

The work of the Board of Directors

The Board of PHLY annually adopts a plan
for its work, emphasizing goals, strategies,
and implementation. The plan also recog-
nizes the Company’s corporate social
responsibility. Also, the Board has adopted
instructions that regulate areas of
responsibility, tasks, and division of roles of
the Board, Board Chairman, and the CEO/
General Manager. These instructions fea-
ture rules governing Board schedules, rules
for notice and chairing of Board meetings,
decision-making rules, the CEO’s/General
Manager’s duty and right to disclose
information to the Board, professional
secrecy, impartiality, and other issues.

In order to ensure a more independent
consideration of matters of a material
character in which the Board Chairman is,
or has been, personally involved, the
Board’s consideration of such matters are
chaired by the Deputy Board Chairman, if
there is one serving at the time, or some
other member of the Board in the absence
of a Deputy Board Chairman.

The Board of PHLY established an
audit committee in 2010. The audit
committee consists of two members, Elin
Karfjell (Chairperson) and Audun Stensvold.
Both members are independent from oper-
ations of the Company. As discussed
above, Mr. Stensvold is linked to the
Company’s main shareholder.

The Board of PHLY established a ten-
dering committee in 2012 to review tenders
for new business. The tendering committee
consists of two members, Jim Miller
(Chairman) and Amy Humphreys. Both
members are independent from operations
of the Company and neither member is
linked to the Company’s main shareholder.

PHLY does not have any other active
Board committees at this time. In partic-
ular, the Company does not have a remu-
neration committee because all members
of the Board are independent of the
Company’s executive personnel.

The Board evaluates its own perform-
ance and expertise once a year.

Risk management and internal control

The Board is to ensure that the Company
maintains solid in-house control practices
and protocols and appropriate risk
management systems tailored to the
Company’s business activities. These
practices and systems encompass the
Company’s corporate values, ethical guide-
lines and guidelines for corporate social
responsibility. The Company’s policy
regarding corporate social responsibility is
set forth on pages 14-15 of this annual
report. The Board annually reviews the
Company’s most important risk areas and
internal control systems and procedures,
and these risk areas are mentioned in the
Board of Directors’ report. Through the use
of a risk matrix and log, the Board also
monitors the key risks related to the
Company’s business goals and assesses
those risks, taking into account mitigating
actions, on a quarterly basis. The issue is
further described in notes 1 and 22 to the
consolidated accounts.

Audit committee
The audit committee has reviewed the
Company’s internal reporting systems,
internal control and risk management and
had dialogue with the Company’s auditor.
The audit committee has also considered
the auditor’s independence.

PHLY’s financial policies ensure
follow-up of financial risk. Key targets are
identified by the Board and management to
ensure timely follow-up of currency
exposure, interest rate exposure and com-
pliance with covenants.

The Company has prepared an author-
ization matrix and approval procedures for
costs included in the Company’s governing
documents.

Financial statement close process
The Company has implemented Aker
ASA’s accounting and reporting guidelines
which contains requirements and proce-
dures for the preparation of both the quar-
terly and annual reporting. The reporting is
done quarterly through PHLY’s reporting
and consolidation system. Consolidation
and control over the financial statement
close process is the CFO’s responsibility.
Financial results and cash development are
analyzed and compared to the budget by
the CEO/General Manager and CFO and
reported to the Board monthly.

Remuneration of the Board of
Directors
Board remuneration reflects the Board’s
responsibility, expertise, time spent, and the
complexity of the business. Remuneration
does not depend on PHLY’s financial per-
formance and the Company does not grant
share options to members of its Board.
Board members and companies with whom
they are associated are not to take on special
tasks for the Company beyond their Board
appointments unless such assignments are
disclosed to the full Board and the remuner-
ation for such additional duties is approved
by the Board. In this respect, Jim Miller pro-
vides consulting services to PHLY against a
monthly fee to Kvaerner, which has been
handled by the Board of Directors in
accordance with the said procedure.

Additional information on remuneration
paid to Board members for 2015 is pre-
sented in note 23 to the consolidated
accounts.

Remuneration of Executive Management
The Board has adopted guidelines for
remuneration of Executive Management in
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accordance with Section 6-16a of the
Norwegian Public Limited Company Act.
Salary and other remuneration of the CEO/
General Manager of PHLY are determined
in a Board of Directors’ meeting. The basis
of remuneration of Executive Management
has been developed in order to create a
performance-based system. The system of
reward is designed to contribute to the
achievement of good financial results and
increase in shareholder value.

PHLY does not have stock option
plans or other such share award programs
for employees. Further information on
remuneration for 2015 for members of the
Company’s Executive Management is
presented in note 23 to the consolidated
accounts. PHLY’s guidelines for remuner-
ation to Executive Management are dis-
cussed on page 37 of this annual report
and will be presented to the shareholders
at the annual shareholders’ meeting. The
maximum size of any payment under the
existing performance-related remuneration
program to any executive is linked to the
size of the executive’s base salary.

The Board’s guidelines for remuner-
ation of executive management will be
made available as a separate appendix to
the agenda for the annual shareholders’
meeting. The statement will include
information on which aspects of the guide-
lines are advisory, and which, if any, are
binding. The Company currently does not
grant remuneration to Executive Manage-
ment being subject to binding guidelines.

Information and communications
The Company’s reporting of financial and other
information is based on openness and on
equal treatment of shareholders, the financial
community, and other interested parties.

The long-term purpose of PHLY’s investor
relations activities is to ensure the Company’s
access to capital at competitive terms and to
ensure shareholders’ correct pricing of shares.
These goals are to be accomplished through
correct and timely distribution of information
that can affect the Company’s share price; the
Company is also to comply with current rules
and market practices, including the require-
ment of equal treatment.

All stock exchange notifications and press
releases are made available on the Company’s
home page www.phillyshipyard.com; stock
exchange notices are also available from
www.newsweb.no. All information that is dis-
tributed to shareholders is simultaneously
published on PHLY’s home page.

The Company’s financial calendar is
found on the inside front cover of this
annual report.

The Company’s investor relations staff
is responsible for maintaining regular con-
tact with the Company’s shareholders,
potential investors, analysts and other
financial market stakeholders. The Board is
regularly informed about the Company’s
investor relations activities. For more
information regarding the Company’s
guidelines for reporting of financial and
other information, see pages 50-51.

Takeovers
The Company has not produced special
principles for how it will act in the event of
a takeover bid. However, if a takeover bid
occurred the Board would follow the over-
riding principle of equal treatment for all
shareholders. Unless the Board has partic-
ular reasons for so doing, the Board will not
take steps to prevent or obstruct a take-
over bid for the Company’s business or
shares, nor use share issue authorizations
or other measures to hinder the progress of
the bid, without such actions being
approved by a shareholders’ meeting after
the take-over offer has become public
knowledge.

The Company will not enter into any
agreement with a bidder that acts to limit
the Company’s ability to arrange other bids
for the Company’s business or shares
unless it is self-evident that such an
agreement is in the common interest of the
Company and its shareholders. This provi-
sion shall also apply to any agreement on
the payment of financial compensation to
the bidder if the bid does not proceed. Any
financial compensation will be limited to
the costs the bidder has incurred in making
the bid.

Agreements entered into between the
Company and a bidder that are material to
the market’s evaluation of the bid will be
announced to the public no later than at
the same time as the disclosure that the
bid has been made is published.

Upon the issuance of an offer for the
Company’s shares, the Board will make a
statement to the shareholders that provides
an assessment of the bid, the Board’s
recommendations, and reasons for these
recommendations. If the Board cannot
recommend to the shareholders whether
they should or should not accept the bid,
the Board will explain the reasons for this.
The Board’s statement on the offer will

make it clear whether the views expressed
are unanimous, and if this is not the case it
will explain the basis on which specific
members of the Board have excluded
themselves from the Board’s statement.

For each instance, an assessment will
be made as to the necessity of bringing in
independent expertise and obtaining a third
party valuation. If a third party valuation is
obtained, such valuation will include an
explanation, and the Board will aim at
recording such valuation in its statement. It
may be necessary to obtain a valuation
from an independent expert where a com-
peting bid is made and the bidder either is
the main shareholder or has a connection to
the Board members or executive personnel.

Transactions that have the effect of
sale of the Company or a major component
of it are to be decided on by shareholders
at a shareholders’ meeting.

Auditor
The auditor makes an annual presentation to
the Board of a plan for the auditing work for
the year. Further, the auditor has provided
the Board with a written confirmation that the
requirement of independence is met.

The auditor participates in the Board
meeting that deals with the annual accounts,
and the auditor has reviewed the companies’
internal control with the Board. At these meet-
ings, the auditor reviews any material changes
to the Company’s accounting principles,
comments on any material estimated
accounting figures and reports all matters on
which there have been disagreement between
the auditor and the Company’s executive
personnel. Once a year a meeting is held
between the auditor and the Board, at which
no representatives of Executive Management
are present. In addition to the presentations to
the full Board, the auditor is present at all audit
committee meetings which occur throughout
the year and presents both its preliminary and
final audit findings to the committee during
such meetings.

Guidelines have been established for
Executive Management’s use of auditors
for services other than auditing. Auditors
are to provide the Board with an annual
overview of services other than auditing
that have been supplied to the Company.

Remuneration for auditors is presented
in note 5 to the consolidated accounts and
note 2 to the parent company accounts,
detailed in auditing and other services. In
addition, these details are presented at the
annual general meeting.
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James H. Miller
Chairman

James H. Miller (b. 1955) is Executive Vice President – Americas at Kvaerner. Prior to that Mr. Miller served as
President and CEO of Philly Shipyard from June 2008 to April 2011. Before coming to the shipyard, Mr. Miller
was President of Aker Solutions Process and Construction (P&C) Americas, where he was responsible for the
operations of seven business units which generated approximately 8-9 billion NOK in revenues per year.
During his tenure, Aker Solutions P&C Americas became a leading provider of global engineering and
construction solutions with 7,500 employees, including 4,500 construction trades personnel. Prior to joining
Aker Solutions P&C Americas, Mr. Miller held the position of President of Aker Construction, Inc., which was
one of the largest union construction companies in North America and was recognized as one of the largest
employers of the union construction trades. Mr. Miller is a Director and Officer for all remaining Kvaerner U.S.
based legal and operating entities. Mr. Miller currently serves as Board Director of Matrix Services Inc. based
in Tulsa, Oklahoma which is a public company listed on the Nasdaq Exchange. Mr. Miller previously served as
Chairman of the Board for Philly Shipyard ASA from June 2011 to April 2014. Mr. Miller graduated from the
University of Edinboro in Pennsylvania with a BA. Mr. Miller is a U.S. citizen. Mr. Miller holds zero shares in the
company and has no stock options. He has been elected for the period 2016-2018.

Amy Humphreys
Board Member

Amy Humphreys (b. 1966) is CFO of Darigold, one of America’s largest dairy cooperatives producing a variety
of dairy products, which are sold and consumed worldwide. Prior to joining Darigold, Ms. Humphreys was
President and CEO of Icicle Seafoods, Inc., a seafood manufacturing company including salmon, pollock,
crab, halibut, cod and herring fisheries throughout Alaska, with both on-shore and floating processing
facilities. Icicle also owns the largest United States salmon farming company located in the Pacific Northwest.
Prior to joining Icicle Seafoods, Ms. Humphreys served as CFO of North Star Petroleum Group, the Petroleum
Division of Saltchuk Resources including five fuel distribution operating companies. Prior to her current role,
Ms. Humphreys was President of Delta Western, Inc., a leading petroleum marketing and distribution company
in Alaska and a subsidiary of Saltchuk Resources. From 1996 to 2006, Ms. Humphreys held various leading
positions in her 10 year tenure with American Seafoods Group, including VP Corporate Development and
Treasurer. For the past 15 years, Ms. Humphreys has worked within companies operating under the Jones Act
and, for the past several years, has managed companies in the oil industry within an environment subject to
OPA 90 regulation. Ms. Humphreys holds a Master of Business Administration (MBA), with honors, from
University of Washington, is a Certified Public Accountant (CPA) and holds a Bachelor of Arts (BA) in
Accounting and Finance, magna cum laude, from University of Puget Sound. Ms. Humphreys is a U.S. citizen.
Ms. Humphreys holds zero shares in the company and has no stock options. She has been elected for the
period 2014-2016.
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Elin Karfjell
Board Member

Elin Karfjell (b. 1965) is Managing Partner of Atelika AS. Prior to that, she was CEO of Fabi Group and Director
of Finance and Administration of Atea AS. She is former partner of Ernst & Young AS. Ms. Karfjell joined Ernst
& Young AS in 2002. Prior to this, Ms. Karfjell held various positions including partner at Arthur Andersen. At
Ernst & Young/Arthur Andersen, she held various leading positions, both within advisory and audit, and she
has experience from a broad specter of industries. Ms. Karfjell is also a Board member of North Energy ASA,
DNO ASA, Hent ASA and Contesto AS. Previously, she has been a Board member of Norse Energy
Corporation ASA, Aktiv Kapital ASA and Aker Floating Production ASA. Ms. Karfjell is a state authorized public
accountant. She has a bachelor accountant’s degree from Okonomisk College (Hoyskolen i Oslo) and a master
of accounting and auditing from the Norwegian School of Economics and Business Administration. Ms. Karfjell
is a Norwegian citizen. Ms. Karfjell holds 1,200 shares in the company and has no stock options. She has been
elected for the period 2015-2017.

Audun Stensvold
Deputy Board Chairman

Audun Stensvold (b. 1972) holds the position of Investment Director for Aker ASA. Previously, he was CFO and
Investment Director for Converto Capital Management. Prior to joining Converto Capital Management in 2009,
Mr. Stensvold worked for Aker ASA as Vice President of the M&A and Business Development team, and was
involved in the initial stock exchange listing of Philly Shipyard (then named Aker American Shipping ASA) and
later follow-up of Aker’s ownership in the yard. Before joining Aker, Mr. Stensvold worked as a strategy and
finance consultant for Selmer, and as a financial analyst for DnB NOR. Mr. Stensvold holds an MSc in
Business and Economics from the Norwegian School of Economics and Business Administration (NHH).
Mr. Stensvold is a Norwegian citizen. Mr. Stensvold holds zero shares in the company and has no stock
options. He has been elected for the period 2014-2016.
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Presentation of the Management Team
Steinar Nerbøvik
President and CEO

Steinar Nerbøvik (b. 1961) was appointed CEO in November 2014 after serving as Managing Director since
April 2014. Previously, Mr. Nerbovik served as SVP Operations from October 2013. Prior to that, Mr. Nerbøvik
served as SVP Yard Director for Norwegian Shipyard VARD Langsten (former Aker Yards and STX OSV
Langsten), a leading provider of sophisticated offshore support vessels. Mr. Nerbøvik first joined Philly
Shipyard in 2003 as Vice President Projects. Mr. Nerbøvik has held other management positions as combined
Design Manager and Project Manager at Aker Langsten from 1991-2003. Mr. Nerbøvik holds a Master of
Science in Ship Naval Engineering from the Norwegian Institute of Technology (NTNU) in Trondheim.
Mr. Nerbøvik lives in Wilmington, DE, USA. Mr. Nerbøvik is a Norwegian citizen. As of 1 February 2016,
Mr. Nerbøvik holds 1,000 shares in the company and has no stock options.

Jan Ivar Nielsen
Chief Financial Officer

Jan Ivar Nielsen (b. 1962) was appointed CFO of Philly Shipyard in October 2015. Previously, Mr. Nielsen was
the Chief Financial Officer of VARD after serving as the VP of Finance for VARD’s operations in Brazil from
2007. Prior to working at VARD, Mr. Nielsen was CFO and Head of Investor Relations for Aker American
Shipping from its formation in 2005-2007, and its predecessor Aker Philadelphia Shipyard from 2002-2005.
From 1998-2002 he was CFO for Kvaerner Shipbuilding in London and had CFO assignments for Kvaerner
Masa Yards in Finland and Warnow Werft in Germany. Mr. Nielsen had various finance positions in the process
industry from 1990-1997. Mr. Nielsen holds a Master of Science in Business degree from Bodo Graduate
School of Business and an Executive MBA degree from Temple University in Philadelphia, PA, USA.
Mr. Nielsen lives in Philadelphia, PA, USA. Mr. Nielsen is a Norwegian citizen. Mr. Nielsen holds zero shares in
the company and has no stock options.

Jari Anttila
Senior Vice President Operations

Jari Anttila (b. 1966) joined Philly Shipyard in 2015 as SVP Operations after serving as Director of Operations
for Meyer Turku in Finland. Mr. Anttila has over 20 years of shipbuilding experience within Turku Meyer
including serving as the shipyard’s Executive Vice President, Chief Operating Officer and Senior Vice
President. Mr. Anttila holds a Master of Science in Mechanical Engineering, Production Technology and Steel
Structures from Lappeenranta University of Technology in Finland. Mr. Anttila lives in Penn Valley, PA, USA.
Mr. Antilla is a Finnish citizen. As of 1 February 2016, Mr. Anttila holds zero shares in the company and has no
stock options.

Dean Grabelle
General Counsel

Dean Grabelle (b. 1970) was appointed General Counsel at Philly Shipyard in May 2008. Prior to joining the
shipyard, Mr. Grabelle was employed with the law firm Drinker Biddle & Reath LLP in Philadelphia, PA, USA
where he established a legal career spanning 12 years. Past experience includes mergers and acquisitions,
business counseling, lending, private equity and corporate finance. Mr. Grabelle graduated from Duke
University with a Bachelor of Arts in Economics and Public Policy Studies. He also holds a Juris Doctor from
the University of Pennsylvania Law School. Mr. Grabelle lives in Voorhees, NJ, USA. Mr. Grabelle is a U.S.
citizen. As of 1 February 2016, Mr. Grabelle holds zero shares in the company and has no stock options.
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Michael Giantomaso
Vice President Human Resources

Michael Giantomaso (b. 1966) joined Philly Shipyard as Human Resources Manager in May 1998 and was the
shipyard’s first locally hired manager. Mr. Giantomaso was promoted to VP in August 2001. He has over
20 years of human resources experience in the manufacturing and health care fields. Mr. Giantomaso holds a
Bachelor of Arts in Business Administration and Human Resources from Temple University. Mr. Giantomaso
lives in Huntingdon Valley, PA, USA. Mr. Giantomaso is a U.S. citizen. As of 1 February 2016, Mr. Giantomaso
holds zero shares in the company and has no stock options.

Jeffrey Greenwell
Vice President Purchasing

Jeffrey Greenwell (b. 1966) joined Philly Shipyard in 2015 as Vice President Purchasing. Mr. Greenwell
previously served as Vice President, Operations from 2008-2014 and as Director of Engineering from 2007-
2008 at GEA Heat Exchangers in Lakewood, CO. Mr. Greenwell began his career with U.S. Steel at Gary
Works, amassing 16 years of experience, with roles ranging from Project Engineer/Manager and Area Manager
Gary Works, Chief Engineer Granite City Works and Vice President – Technology Kosice, Slovakia.
Mr. Greenwell holds a Bachelor of Science in Mechanical Engineering Technology from Purdue University.
Mr. Greenwell lives in Mickleton, NJ, USA. Mr. Greenwell is a U.S. citizen. As of 1 February 2016, Mr.
Greenwell holds zero shares in the company and has no stock options.

Robert Fitzpatrick
Vice President Production

Robert Fitzpatrick (b. 1964) joined Philly Shipyard in 2001 and had held numerous key positions including
Prefabrication Manager and Senior Production Manager before being promoted to VP Production in January
2007. Prior to coming to the shipyard, Mr. Fitzpatrick amassed 20 years of experience in industrial
manufacturing including 12 years as a production manager responsible for the fabrication of naval circuit
breakers and switchgear. Mr. Fitzpatrick holds a Bachelor of Science in Mechanical Engineering from Spring
Garden College in Philadelphia, PA, USA. Mr. Fitzpatrick lives in Burlington, NJ, USA. Mr. Fitzpatrick is a U.S.
citizen. As of 1 February 2016, Mr. Fitzpatrick holds zero shares in the company and has no stock options.

Jeremy Small
Vice President Engineering

Jeremy Small (b. 1975) was promoted to Vice President Engineering in 2016 after serving as Technical Director
with responsibility for all engineering activity during the design and construction of the Liberty Class MT115
tanker, MT50 product tanker and Aloha Class CV3600 containership projects. Since joining the shipyard in
2001, Mr. Small held numerous key positions including Engineering Manager, Naval Architect and Project
Engineer. Prior to joining the shipyard, Mr. Small worked as a Naval Architect on various ice breaker, tugboat
and barge design projects. Mr. Small holds a degree in Ocean and Naval Architectural Engineering from
Memorial University of Newfoundland (Canada). Mr. Small lives in Washington Crossing, PA, USA. Mr. Small is
a Canadian citizen. As of 1 February 2016, Mr. Small holds zero shares in the company and has no stock
options.

Stian Myhre
Vice President

Stian Myhre (b. 1984) is Vice President of Philly Shipyard. In addition to this responsibility he serves as
Controller for Aker ASA. Prior to joining Aker ASA in 2014, Mr. Myhre worked 7 years as an auditor in PwC’s
Oslo office, primarily serving shipping and energy related clients. Mr. Myhre holds a MSc from the Norwegian
School of Economics and Business Administration (NHH) and is a State Authorized Public Accountant
(Norway). Mr. Myhre lives in Oslo, Norway. Mr. Mhyre is a Norwegian citizen. As of 1 February 2016, Mr. Mhyre
holds zero shares in the company and has no stock options.

Philly Shipyard annual report 2015 59



Our organization and governance

Company information

Disclaimer
This annual report includes and is based, inter alia, on forward-looking information and statements that are subject to risks and
uncertainties that could cause actual results to differ. Such forward-looking information and statements are based on current expect-
ations, estimates and projections about global economic conditions, the economic conditions of the regions and industries that are major
markets for Philly Shipyard ASA and its subsidiaries and affiliates (the “Philly Shipyard Group”) lines of business. These expectations,
estimates, and projections are generally identifiable by statements containing words such as “expects”, “believes”, “estimates” or similar
expressions. Important factors that could cause actual results to differ materially from those expectations include, among others, eco-
nomic and market conditions in the geographic areas and industries that are or will be major markets for the Philly Shipyard Group’s
businesses, oil prices, market acceptance of new products and services, changes in governmental regulations, interest rates, fluctuations
in currency exchange rates and such other factors as may be discussed from time to time. Although Philly Shipyard ASA believes that its
expectations and the information in this annual report were based upon reasonable assumptions at the time when they were made, it can
give no assurance that those expectations will be achieved or that the actual results will be as set out in this annual report. Neither
Philly Shipyard ASA nor any other company within the Philly Shipyard Group is making any representation or warranty, expressed or
implied, as to the accuracy, reliability or completeness of the information in the annual report, and neither Philly Shipyard ASA, any other
company within the Philly Shipyard Group nor any of their directors, officers or employees will have any liability to you or any other per-
sons resulting from your use of the information in the annual report.

Philly Shipyard ASA undertakes no obligation to publicly update or revise any forward-looking information or statements in the annual
report, other than what is required by law.

The Philly Shipyard Group consists of various legally independent entities, constituting their own separate identities. Philly Shipyard is
used as the common brand or trade mark for most of these entities. In this annual report we may sometimes use “Company”, “Philly
Shipyard”, “Group”, “we” or “us” when we refer to Philly Shipyard companies in general or where no useful purpose is served by identify-
ing any particular Philly Shipyard company.

Philly Shipyard ASA
Vika Atrium, Munkedamsveien 45,
NO-0250 Oslo, Norway
Tel: + 47 23 11 91 00, Fax: + 47 23 11 91 01

Philly Shipyard, Inc.
2100 Kitty Hawk Avenue
Philadelphia, PA 19112 USA
Tel: +1 (215) 875 2600, Fax: +1 (215) 875 2700

website: www.phillyshipyard.com
email: info@phillyshipyard.com
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Save the environment —
read reports online

The annual reports of Philly Shipyard
ASA are available via the Internet:
www.phillyshipyard.com. Alternatively,
Philly Shipyard ASA encourages its
shareholders to subscribe to the
company’s annual reports via the
electronic delivery system of the
Norwegian Central Securities
Depository (VPS). Please note that
VPS services (VPS lnvestortjenester)
are designed primarily for Norwegian
shareholders. Subscribers to this
service receive annual reports in PDF
format by email. VPS distribution
takes place at the same time as
distribution of the printed version of
Philly Shipyard’s annual report to
shareholders who have requested it.

Electronic distribution is the fastest
channel for accessing company
information; it is also cost-effective
and environmentally friendly.
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