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* In accordance with IFRS 3 Spectrum is included from 14 August 2019
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“Despite the unprecedented weak market conditions in Q2, TGS generated improved cash flow from operations compared to Q2
2019. During the quarter, TGS’ cost level has been reduced significantly in light of the weak market conditions. Lower cost and a
continued strong balance sheet, place TGS in a unique position to continue generating strong cash flow and industry leading return
on capital,” says TGS’ CEO Kristian Johansen.

1
2

12 months trailing.
Revenue recognition of projects in progress recognized on a Percentage of Completion basis. Please refer to note 4 for more details.
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Q2 HIGHLIGHTS – SEGMENT REPORTING
•

Segment net revenues were USD 96 million in Q2 2020, down 55% versus USD 215 million in Q2 2019 (pro-forma including
Spectrum).

•

Investments of USD 77 million were supported by USD 38 million (49%) in prefunding in Q2 2020. This compares to USD 136

•

Q2 2020 EBITDA adjusted for non-recurring items was USD 69 million, down 61% from USD 178 million in Q2 2019 (pro-

million in investments and prefunding of USD 43 million (32%) in Q2 2019 (pro-forma).
forma). Restructuring and severance costs recognized in Q2 2020 totaled USD 16.8 million and impairment of selected projects
in the multi-client library was USD 30 million.
•

Cash balance ending June 2020 was USD 198 million and supports continued dividend of USD 0.125 per share.

•

2020 financial targets revised on 8 April 2020 remain as follows:
o

Multi-client investments of approximately USD 325 million

o

Continued sector outperformance on cashflow and ROACE

o

Industry leading distribution to shareholders

FINANCIALS – IFRS REPORTING
Following the implementation of the IFRS 15 accounting standard from 1 January 2018, pre-funding committed prior to start-up of the
project and late sales committed in the work-in-progress phase are not recognized until delivery of the data to the customer. For
internal reporting purposes, TGS prepares accounts in accordance with historical practice, with sales committed prior to completion of
the project recognized on a Percentage of Completion basis. The discussion and analysis in this section are based on IFRS reporting
standard.

Net operating revenues and operating profit
Net revenues amounted to USD 66.2 million in Q2 2020, a decrease of 37% from USD 104.8 million in Q2 2019. Revenues from
projects completed during the quarter increased by USD 10.2 million compared to last year, while proprietary revenues decreased USD
1.2 million. Revenues from late sales were USD 34.9 million, a decrease of 58% from the same period last year.
Amortization and impairments of the multi-client library amounted to USD 114.4 million in Q2 2020 versus USD 69.5 million in Q2
2019. Amortization in Q2 2020 was USD 74.9 million compared to USD 58.8 million in Q2 2019 and impairments was USD 39.5 million
compared to USD 10.7 million in 2019. See note 6 for further details.
Personnel cost totaled USD 20.3 million, an increase of 18% compared to USD 17.2 million in Q2 2019. Other operating expenses
amounted to USD 18.1 million, compared to USD 9.2 million in Q2 2019. The increases are mainly due to the cost reduction program
announced on 8 April 2020 and resulting non-recurring costs recognized in Q2 to implement cost reductions, including USD 6.8
million in severance costs due to reduction in headcount and USD 5.6 million of other operational costs based on onerous contracts
related to centralization of offices. In addition, the Company recognized USD 1.6 million in expected credit loss in accordance with
IFRS 9. Spectrum integration completed in Q1 and annual synergy target of USD 20 million will be exceeded.
Depreciation increased to USD 9.1 million in Q2 2020 from USD 4.3 million in Q2 2019. This increase includes USD 4.4 million for
impairment of right of use assets, related to office leases, as a result of reduction in number of offices across the TGS Group.
Operating profit amounted to USD -96.9 million in the quarter compared to USD 4.7 million in the same quarter of last year.

Financial items and profit before tax
Net financial items for Q2 2020 totaled USD -7.0 million compared to USD -0.2 million in Q2 2019. The increase is a result of currency
exchange losses, mainly related to tax positions in NOK and cash and account receivables in Brazillian Real (BRL). Certain client
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commitments related to our activity in Brazil are in BRL and converted to USD at time of commitment. A currency effect occurs on
cash collection.
Pre-tax profit was USD -103.9 million in Q2 2020 compared to USD 4.5 million in Q2 2019.

Tax and net income
TGS reports tax charges in accordance with the Accounting Standard IAS 12. Taxes are computed based on the USD value of the
appropriate tax provisions according to local tax regulations. The tax charges are influenced not only by local profits, but also by
fluctuations in exchange rates between the respective local currencies and USD. This method makes it difficult to predict tax charges
on a quarterly or annual basis.
Based on the corporate income tax rate in Norway (22% in 2020) and in the US (21% in 2020), TGS has assessed the normalized
operating consolidated tax rate to be approximately 22% for 2020.
The tax charge for Q2 2020 was USD -24.0 million (USD 6.2 million in Q2 2019), corresponding to a tax rate of 23%
Net income amounted to USD -79.9 million in Q2 2020, compared to USD -1.7 million in Q2 2019. This corresponds to a fully diluted
EPS of USD -0.68 versus USD -0.02 in Q2 2019.

Balance sheet
As of 30 June 2020, the Company had a cash position of USD 198.5 million, a decrease of USD 155.8 million from 30 June 2019.
Interest-bearing debt was unchanged at USD 2.5 million, resulting in a net cash balance of USD 196.0 million (USD 351.8 million in
Q2 2019).
Goodwill was USD 284.8 million as of 30 June 2020, an increase of USD 216.8 million from 30 June 2019 caused by the acquisition of
Spectrum in August 2019.
The net book value of the multi-client library was USD 1,126.8 million as of 30 June 2020, compared to USD 859.1 million as of 30
June 2019. The increase is primarily a result of the Spectrum acquisition.
Total equity as of 30 June 2020 was USD 1,350.7 million, corresponding to 62.61% of total assets. On 30 June 2019, total equity
amounted to USD 1,173.0 million (67.91% of total assets). No new shares were issued in Q2 2020. As of 30 June 2020, TGS held
1,999,450 treasury shares.

The Annual General Meeting held 12 May 2020 approved a reduction of the share capital by NOK

481,112.50 through cancellation of 1,924,450 treasury shares, which will be registered once the creditor phase has expired.

Cash flow
Net cash flow from operations for the quarter totaled USD 98.1 million, compared to USD 59.7 million in Q2 2019. Investments in the
multi-client library were USD 108.1 million, compared to USD 51.2 million in Q2 2019, resulting in free cash flow (cash flow from
operations after investments in the multi-client library) of USD -10.0 million versus USD 8.5 million in Q2 2019. Net decrease in cash
for Q2 2020 was USD 49.9 million (decrease of USD 35.7 million in Q2 2019).

FINANCIALS – SEGMENT REPORTING
For internal reporting purposes TGS uses segment reporting, with net revenues from projects-in-progress recognized based on
Percentage of Completion (POC), as opposed to the IFRS accounts where revenue recognition is deferred until project completion and
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delivery to the customer. It is the Board’s opinion that the POC methodology provides a better picture of the inherent risk and value
creation of the business. The discussion and analysis in this section are based on segment reporting.

Net operating revenues
Net operating revenues for Q2 2020 amounted to USD 95.8 million, a decrease of 42.4% from the USD 166.4 million recognized in Q2
2019. Net pre-funding revenues totaled USD 37.9 million in the quarter (USD 28.0 million in Q2 2019), which funded 49% (32% in Q2
2019) of the USD 77.4 million (USD 87.5 million in Q2 2019) of organic investments in the multi-client library (excluding risk-share
investments).
Net late sales for the quarter amounted to USD 54.8 million, a decrease of 59.1% compared to the USD 134.0 million booked in Q2
2019. Proprietary contract revenues decreased by 28.2% to USD 3.1 million from USD 4.3 million in Q2 2019.
Revenue distribution

Source: TGS

EBITDA, amortization and operating profit
After subtracting operating costs as described in the IFRS section, EBITDA (Earnings Before Interest, Tax, Depreciation and
Amortization) totaled USD 56.3 million in Q2 2020, compared to USD 140.0 million in Q2 2019, a decrease of 59.8%.
Amortization and impairment of the multi-client library amounted to USD 130.7 million in Q2 2020, up from USD 92.9 million in Q2
2019. The increase is mainly due to impairments. See note 6 to the Interim Consolidated Financials Statements for further details.
Operating profit in Q2 2020 amounted to USD -83.6 million (margin of -87%), down from USD 42.9 million (margin of 26%) in Q2
2019.

Multi-client library
Organic multi-client investments amounted to USD 77.4 million in Q2 2020, 12% lower than the USD 87.5 million invested in Q2 2019.
There were no investments contingent on sales (risk share investments) in Q2 2020 compared to USD 6.0 million in Q2 2019.
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This resulted in a net book value of the multi-client library of USD 788.5 million as of 30 June 2020, compared to USD 698.7 million
as of 30 June 2019. The change in book value is mainly related to the acquisition of Spectrum in August 2019.

Backlog
TGS’ backlog amounted to USD 98 million at the end of Q2 2020, compared to USD 181 million at the end of Q4 2019 and USD 130
million at the end of Q2 2019.

DIVIDEND
It is the ambition of TGS to pay a cash dividend that is in line with its long-term underlying cash flow. When deciding the dividend
amount, the TGS Board of Directors will consider expected cash flow, investment plans, financing requirements and a level of financial
flexibility that is appropriate for the TGS business model.
Since 2016, TGS has paid quarterly dividends in accordance with the resolution made by the Annual General Meeting. The aim will be
to keep a stable quarterly dividend through the year, though the actual level paid will be subject to continuous evaluation of the
underlying development of the company and the market.
The Board of Directors has resolved to pay a dividend of USD 0.125 per share in Q3 2020. The dividend will be paid in the form of NOK
1.14 per share on 13 August 2020. The share will trade ex-dividend on 30 July 2020.

OPERATIONAL HIGHLIGHTS
During Q2 2020, TGS had five 3D seismic vessels (one operated under a joint venture agreement), one 2D vessel (operated under a
joint venture agreement), one multibeam / coring vessel, one OBN crew (operated under a joint venture agreement) and one land
crew in operation.
TGS commenced acquisition of the 5,600 km2 Atlantic Margin 20 (AM20) 3D multi-client project offshore north-west Europe. The
survey is an extension of the Atlantic Margin seismic programs acquired between 2017 and 2019.
In the MSGBC Basin, TGS completed acquisition of the 2,000 km2 Senegal North OUP 3D multi-client survey.
In Nigeria, TGS completed the multibeam portion of the country’s first regional multi-client Multibeam and Seafloor Sampling Study.
The study will cover approximately 80,000 km2 of the offshore Niger Delta and will incorporate around 200 cores from the seabed.
In Brazil, TGS, in partnership with BGP, completed acquisition of the 3,400 km Potiguar Ph III 2D multi-client survey. In addition, TGS
continued acquisition of the expanded 22,500 km2 Santos multi-client 3D program.
In Argentina, acquisition of the 17,800 km2 Malvinas 3D multi-client project in the Malvinas Basin continued during the quarter.
In Q2, TGS, in collaboration with Schlumberger, commenced acquisition of Engagement, the second ultra-long offset sparse node
project in the Green Canyon protraction area of the U.S. Gulf of Mexico.The initial results of the first OBN survey, Amendment, carried
out in 2019, shows that the combination of ultra-long offsets and full waveform inversion delivers a significant imaging uplift in areas
characterized by complex geology and multiple salt bodies.
Onshore North America, TGS completed the acquisition of the 623 km2 Kuukpik 3D Phase 2 multi-client survey in the North Slope
region of Alaska.
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TGS’ Geologic Products and Services Division (GPS) continued to add to its inventory of multi-client products in the quarter. The well
data library grew with the addition of approximately 3,570 new digital well logs, 5,420 new enhanced digital well logs and 8,130 new
validated well headers.

OUTLOOK AND OTHER MATTERS
The COVID-19 pandemic and the subsequent drop in oil price have had severe short-term consequences for the global oil & gas
industry. As a response to the ongoing crisis and lack of visibility, E&P companies have reduced their 2020 spending budgets 25-30%
on average, with most of the cuts in discretionary (uncommitted) spending. As the purchase of seismic data tends to fall into the
discretionary category, geophysical industry revenues are likely to fall significantly more than the overall spending cuts.

While

continuing to look for counter cyclical opportunities, the Company is focused on maintaining its strong liquidity and balance sheet to
manage the down cycle through targeted cost cutting initiatives and lowered investments as communicated to the market on 8 April
2020.
In early April, the Company also revised its 2020 financial targets as a consequence of the prevailing market situation. The revised
2020 financial targets currently remain as follows:
o

Multi-client investments of approximately USD 325 million

o

Continued sector outperformance on cashflow and ROACE

o

Industry leading distribution to shareholders

During Q2, the Company completed most of the restructuring communicated to the market and recognized non-recurring items in its
Q2 results of USD 16.8 million related to severance, office closures and other cost cutting activities. The Company has performed a
full review of its multi-client library, goodwill and accounts receivables. Based on this review, the Company has recognized an
impairment of its multi-client library of USD 39.5 million, partly related to the pandemic and partly related to the changed level of
international activity in Mexico. The Company has a strong cash balance of USD 198.5 million. Please see note 6 to the Interim
Consolidated Financial Statements.
While the short-term outlook is challenging, the long-term fundamentals remain robust. Following the massive drop in global oil
demand in Q1 and the beginning of Q2, we have seen the progression of a gradual recovery as some countries have seen a drop in
COVID-19 cases and slight improvements in their economies. Simultaneously, supply has been cut substantially, partly through
reduction of OPEC quotas and partly as a result of unappealing economics, particularly in North American unconventional plays. As a
result, the global oil market is expected to be more balanced in the second half of 2020. Continued high decline rates, along with
record low exploration activity, will eventually put pressure on exploration budgets to maintain a balanced market in the long-term.
With continued pricing pressure and increasing concentration of customers’ spending, cost efficiency and economies of scale are going
to be key success factors going forward. Through our asset light business model and strong focus on quality and efficiency, TGS is
continuing to enhance its position as the leading geophysical data company. And with our robust balance sheet and proven cash
generation abilities we are prepared to take a primary role in shaping and developing the industry structure further.
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Oslo, 22 July 2020
The Board of Directors of TGS-NOPEC Geophysical Company ASA
The Board of Directors of TGS-NOPEC Geophysical Company ASA

__________________

__________________

__________________

Henry H. Hamilton III
Chairman

Mark S. Leonard
Director

Wenche Agerup
Director

__________________

__________________

__________________

Irene Egset
Director

Torstein Sannes
Director

Vicki Messer
Director

__________________

__________________

Christopher Finlayson
Director

Kristian Johansen
Chief Executive Officer

ABOUT TGS
TGS provides multi-client geoscience data to oil and gas Exploration and Production companies worldwide. In addition to extensive
global geophysical and geological data libraries that include multi-client seismic data, magnetic and gravity data, digital well logs,
production data and directional surveys, TGS also offers advanced processing and imaging services, interpretation products and data
integration solutions.
TGS-NOPEC Geophysical Company ASA is listed on the Oslo Stock Exchange (OSLO:TGS).
TGS sponsored American Depositary Shares trade on the U.S. over-the-counter market under the symbol "TGSGY”.
Website: www.tgs.com

CONTACT FOR ADDITIONAL INFORMATION
Fredrik Amundsen, Chief Financial Officer

tel +47 99 58 98 82

*************************************************************************************************************************
All statements in this earnings release other than statements of historical fact are forward-looking statements, which are subject to a number of risks,
uncertainties and assumptions that are difficult to predict, and are based upon assumptions as to future events that may not prove accurate. These factors
include TGS’ reliance on a cyclical industry and principal customers, TGS’ ability to continue to expand markets for licensing of data, and TGS’ ability to
acquire and process data products at costs commensurate with profitability. Actual results may differ materially from those expected or projected in the
forward-looking statements. TGS undertakes no responsibility or obligation to update or alter forward-looking statements.
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INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

1

Tax expense includes estimated expenses in certain jurisdictions.
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INTERIM CONSOLIDATED BALANCE SHEET
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INTERIM CONSOLIDATED STATEMENT OF CASH FLOW
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INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
Note 1 General information
TGS-NOPEC Geophysical Company ASA (TGS or the Company) is a public limited company listed on the Oslo Stock Exchange. The
address of its registered office is Askekroken 11, 0277 Oslo, Norway.

Note 2 Basis for Preparation
The condensed consolidated interim financial statements of TGS have been prepared in accordance with International Financial
Reporting Standards (IFRS) IAS 34 Interim Financial Reporting as approved by EU and additional requirements in the Norwegian
Securities Trading Act. The interim condensed consolidated financial statements do not include all the information and disclosures
required in the annual financial statements and should be read in conjunction with TGS’ annual report for 2019 which is available at
www.tgs.com.
The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual
financial statements for 2019.

Note 3 Share capital and equity

The Annual General Meeting held 12 May 2020 renewed the Board of Directors’ authorization to distribute quarterly dividends on the
basis of the 2019 financial statements. The authorization is valid until the Company’s Annual General Meeting in 2021, but no later
than 30 June 2021.
The Annual General Meeting held 12 May 2020 approved a reduction of the share capital by NOK 481,112.50 through cancellation of
1,924,450 treasury shares, which will be registered once the creditor phase has expired.
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On 22 July 2020, the Board of Directors resolved to pay a quarterly dividend of the NOK equivalent of USD 0.125 per share (NOK 1.14)
to the shareholders. The dividend will be paid to the shareholders on 13 August 2020.
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Note 4 Segment information
TGS reports Segment information based on the information reported to the management. Segment revenues related to multi-client
pre-funded contracts are measured by applying the percentage of completion method to estimated total contract revenues. As such
the timing and assessment of amortization will follow the timing of revenue recognition. Management believes the segment reporting
provides useful information as to the value generated by the company relative to the related activities and resources employed.

There are no intersegment revenues between the reportable operating segments.
The Company does not allocate all cost items to its reportable operating segments during the year. Unallocated cost items are reported
as “Other segments/Corporate costs”.
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Note 5 Multi-client library

Note 6 Evaluation of estimates and assumptions
TGS reviews the carrying value of its multi-client libraries and goodwill when there are events and changes in circumstances that
indicate that the carrying value of these assets may not be recoverable. Impairment indicators have been assessed as a result of the
significant volatility in the market during first half of 2020. Key inputs and assumptions in the impairment model have been revisited.
The sales forecasts for 2020 and future periods, where reliable information is available, have been adjusted. Please see the section
Outlook and Other Matters, page 6, for further details for the Company`s view of the current market situation.
Multi-client library
The Company estimates value in use based on discounted estimated future sales forecasts. For the multi-client library, the value in
use has been determined based on revenue and cash flow projections from financial estimates prepared by management. Due to the
prevailing markets, future expected cash flows are reduced and consequently the value in use of the multi-client library is reduced.
The underlying estimates that form the basis for the sales forecast depend on a number of variables, such as the number of oil and
gas exploration and production (E&P) companies operating in the area with potential interest in the data, overall E&P spending,
expectations regarding hydrocarbons in the sector, whether licenses to perform exploration in the sectors exist or will be given in the
future, expected farm-ins to licenses, relinquishments, etc. Local tax rates and sales costs are applied.
TGS is operating in a global industry. TGS’ customers are operating on a global scale, and the market for TGS’ products is global.
However, many local aspects affect the risk of the various cash generating units (CGUs) across the world, as each survey is considered
a CGU. Based on this, TGS applies a country risk premium to determine the post-tax weighted average cost of capital (WACC) of all
CGUs. The WACC varies between 7.4% to 22.4% for all the CGUs throughout the Company. The significant difference is due to the
country risk added for specific surveys in the multi-client library. The WACC unadjusted country specific risk is 7.4%. At year-end
2019, TGS used a WACC between 8.4% to 19.4% for all the CGUs throughout the Company, with an WACC unadjusted country specific
risks of 9.3%. The reduction from 2019 to 2020 is mainly due to a reduction of risk-free rate.
The table below shows the impairment charges recognized for the multi-client library in the applicable quarter, reflected in line item
“Amortization and impairment of the multi-client library” in the statement of comprehensive income:
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The impairment review is sensitive to multiple inputs, such as expected sales forecasts, tax rates, gross margins on sales and WACC.
A change in expected sales forecast can significantly impact the impairment review for a CGU. The impact will depend on the current
value in use and carrying value of the relevant CGU. A change in WACC will also impact the impairment review, while other inputs are
considered not to have a significant impact.
o

10% reduction of sales forecast would lead to increased impairment of USD 10.4 million

o

20% reduction of sales forecast would lead to increased impairment of USD 25.7 million

o

2.5% increase in WACC would lead to increased impairment of USD 5.6 million

o

5% increase in WACC would lead to increased impairment of USD 12.7 million

Goodwill
In accordance with IFRS, TGS tests goodwill for impairment annually at year-end, or more frequently if there are indications that
goodwill might be impaired. A group of CGUs should be impaired if the carrying amount is higher than the recoverable amount. The
recoverable amount is the higher amount of the fair value and the value in use of a CGU. The carrying amount is the carrying
amount of all PPE, intangibles, multi-client library, net working capital and goodwill allocated to the groups of CGUs.
Goodwill acquired through business combinations has been allocated to individual cash generating units (CGU) as referred to in the
table below:

Based on the impairment testing performed, no impairments have been recognized during first half of 2020.
In assessing value in use, the estimated future cash flows both from current multi-client library and expected future investments are
discounted to their present value using a post-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. The post-tax rate is calculated based on the local tax rates in the relevant tax jurisdictions and
applying an average of the relevant country risks for the groups of CGUs as specified in the table above. TGS bases its impairment
calculation on detailed budgets and forecast calculations, which are prepared separately for each of TGS’ CGUs to which the individual
assets are allocated. These budgets and forecast calculations generally cover a period of five years. For longer periods, a long-term
growth rate is calculated and applied to project future cash flows after the fifth year.
The impairment calculations are most sensitive to the changes in the forecasted sales, which depend on both the expected investments
and expected returns of investments. These factors are mainly influenced by future E&P spending and demand for TGS’ products. A
change in expected sales forecast can significantly impact the impairment review for a CGU. The impact will depend on the current
value in use and carrying value of the relevant CGU. In addition, the impairment calculations are sensitive to changes in WACC, as well
as expected cost levels and expected development of working capital.
o

10% reduction of expected return of investments would lead to an impairment of USD 3.1 million

o

20% reduction of expected return of investments would lead to an impairment of USD 23.4 million

o

2.5% increase in WACC would lead to an impairment of USD 8.2 million

o

5% increase in WACC would lead to an impairment of USD 35.8 million

Management does not see any other reasonable changes in the key assumptions that would cause the value in use to be lower than
its carrying value.
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Expected credit losses
The Company has assessed the measurement of expected credit losses in light of the current market situation. An allowance for
expected credit losses of USD 1.6 million has been recognized in the quarter.
Non-recurring items
The Company announced a cost reduction program on 8 April 2020. USD 18.3 million has been recognized in non-recurring costs in
the quarter, comprised of USD 6.8 million in severance cost due to reduction in headcounts, USD 7.2 million of other operational costs
based on onerous contracts related to centralization of offices, and an impairment of USD 4.4 million related to centralization of offices
as leases are recognized as right of use assets.
Note 7 Related parties
No material transactions with related parties took place during the quarter.
Note 8 Økokrim charges and related civil matters
Reference is made to Note 24 to the Consolidated Financial Statements included in the 2019 Annual Report, which includes a detailed
description of charges issued by Økokrim in 2014 and certain subsequent civil claims, including a claim by the Norwegian Government
for losses arising from alleged unwarranted tax refunds arising from the transactions with Skeie and the claims of joint responsibility
by Skeie and certain affiliated persons, as well as DNB. This note provides an update as to any matters that have occurred since 31
December 2019.
The appellate trial before Borgarting Lagmannsrett referenced in Note 24 of the Consolidated Financial Statement resulted in a
unanimous decision issued in April 2020, acquitting TGS and all other defendants in the matter. The Appeal Court’s decision is in line
with the view TGS has argued since the case materialized in 2014. All charges in this matter against TGS and its former CFO are now
fully resolved as Økokrim did not appeal the decision in their favor to the Norwegian Supreme Court.
The civil matters that have arisen relate to the transactions that formed the basis for the Økokrim charges. Given the early stage of
these proceedings, it is impracticable to render an accurate assessment of the outcome. However, consistent with the Company’s belief
that it did nothing wrong in the criminal proceedings, as supported by Borgarting Appeal Court’s decision, the Company also believes
these claims of liability are not well-founded, and it intends to challenge the claims vigorously. As a result, the Company does not
consider it probable that an outflow of resources embodying economic benefits will be required to settle the obligation and no provisions
have been made.
Note 9 Business combinations & significant transactions
Reference is made to Note 3 to the Consolidated Financial Statements included in the 2019 Annual Report, which includes a detailed
description of the acquisition of Spectrum ASA with effective date from 14 August 2019.
If new information is obtained within one year of the date of the acquisition, relating to facts or circumstances that existed at the date
of the acquisition that requires adjustments to the preliminary fair value of assets acquired and liabilities assumed at the date of the
acquisition, or relating to additional provisions that existed at the date of acquisition, the accounting for the acquisition will be revised.
Such new information may include unidentified tax positions and other contingencies.
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DEFINITIONS – ALTERNATIVE PERFORMANCE MEASURES
TGS’ financial information is prepared in accordance with IFRS. In addition, TGS provides alternative performance measures to enhance
the understanding of TGS’ performance. The alternative performance measures presented by TGS may be determined or calculated
differently by other companies.
EBIT (Operating Profit)
Earnings before interest and tax is an important measure for TGS as it provides an indication of the profitability of the operating
activities.
The EBIT margin presented is defined as EBIT (Operating Profit) divided by net revenues.
Prefunding percentage
The prefunding percentage is calculated by dividing the multi-client prefunding revenues by the operational investments in the multiclient library, excluding investments related to projects where payments to the vendors are contingent on sales (risk-sharing
investments). The prefunding percentage is considered as an important measure as it indicates how the Company’s financial risk is
reduced on multi-client investments.
EBITDA
EBITDA means Earnings before interest, taxes, amortization, depreciation and impairments. TGS uses EBITDA because it is useful
when evaluating operating profitability as it excludes amortization, depreciation and impairments related to investments that occurred
in the past. Also, the measure is useful when comparing the Company’s performance to other companies.
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Return on average capital employed
Return on average capital employed (ROACE) shows the profitability compared to the capital that is employed by TGS, and it is
calculated as operating profit divided by the average of the opening and closing capital employed for a period of time.
Capital employed is calculated as equity plus net interest-bearing debt. Net interest-bearing debt is defined as interest bearing debt
minus cash and cash equivalents. TGS uses the ROACE measure as it provides useful information about the performance under
evaluation.

Free cash flow (after MC investments)
Free cash flow (after MC investments) when used by TGS means cash flow from operational activities minus cash investments in multiclient projects. TGS uses this measure as it represents the cash that the Company is able to generate after investing the cash required
to maintain or expand the multi-client library.

Backlog
Backlog is defined as the total value of future revenue based on segment reporting from signed customer contracts.
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Responsibility Statement
We confirm to the best of our knowledge that the condensed interim financial statements for the period 1 January to 30 June 2020 has
been prepared in accordance with IAS 34 – Interim Financial Reporting as adopted by EU, and additional requirements found in the
Norwegian Securities Trading Act, Norwegian Accounting Act, and gives a true and fair view of the Company’s consolidated assets,
liabilities, financial position and result for the period. We also confirm to the best of our knowledge that the financial review gives a
true and fair view of important events that have occurred during the first six months of the financial year and their impact on the
interim financial statements, any major related parties transactions, and a description of the principal risks and uncertainties for the
remaining six months of the financial year.
Oslo, 22 July 2020
The Board of Directors of TGS-NOPEC Geophysical Company ASA
The Board of Directors of TGS-NOPEC Geophysical Company ASA

__________________

__________________

__________________

Henry H. Hamilton III
Chairman
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Director

Wenche Agerup
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Director
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