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* In accordance with IFRS 3 Spectrum ASA is included from its date of acquisition on 14 August 2019
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“As expected, we saw a seasonal uptick in the activity level during Q4 and we are pleased to report a 70% sequential
growth in late sales. While we continue to see signs of a gradual improvement, partly driven by a higher oil price, we
remain cautious about the speed of a recovery, with only modest changes to E&P spending expected for 2021”, says
TGS’ CEO Kristian Johansen.

12 months trailing.
Revenues of projects in progress recognized on a Percentage of Completion basis. Please refer to note 4 of the interim financial
statements for more details.
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Q4 HIGHLIGHTS – SEGMENT REPORTING
•

Segment net revenues were USD 120.3 million in Q4 2020, down 48.2% versus USD 232.5 million in Q4 2019.

•

Late sales recognized in the quarter were USD 103.2 million, up 70% sequentially from Q3 2020. Late sales in Q4 2019 were
USD 200.9 million.

•

Operating expenses for Q4 2020 were USD 14.8 million, down 58% from Q4 2019, demonstrating the company’s flexibility in
its ability to respond to changing market conditions.

•

New investments of USD 28.2 million were supported by prefunding of USD 13.3 million (47.3%) during Q4 2020. This
compares to USD 62 million in investments (of which USD 3.3 million was inorganic and USD 4.9 million were risk-sharing
investments) with pre-funding of USD 26.1 million (48.4%) in Q4 2019.

•

Q4 2020 EBITDA was USD 105.6 million, down 44.2% from USD 189.1 million in Q4 2019.

•

TGS’ backlog amounted to USD 88.9 million at the end of Q4 2020, down 13.0% compared to USD 102.1 million at the end
of Q3 2020

•

Free cash flow (cash flow from operations after investments in the multi-client library) was USD 28.4 million for Q4 2020
compared to USD 106.2 million in Q4 2019.

•

Cash balance at 31 December 2020 was USD 195.7 million, supporting an increased dividend to USD 0.14 per share and a
USD 20 million share buyback program.

FINANCIALS – IFRS REPORTING
Following the implementation of the IFRS 15 accounting standard from 1 January 2018, prefunding 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 142.9 million in Q4 2020, a reduction of 34.7% from USD 218.8 million in Q4 2019. Revenues from
projects completed during the quarter decreased by USD 74.3 million compared to last year, while proprietary revenues decreased by
USD 1.6 million. Late sales were USD 101.6 million, a reduction of 31.6% from the same period last year.
Amortization and impairments of the multi-client library amounted to USD 172.7 million in Q4 2020 versus USD 95.6 million in Q4
2019. Of this, impairments amounted to USD 119.6 million in Q4 2020. TGS reported no impairment in Q4 2019. See note 6 of the
interim financial statements for further details.
Personnel costs were USD 7.8 million, a decrease of 69.1% compared to USD 25.3 million in Q4 2019. Other operating expenses
amounted to USD 6.0 million, compared to USD 16.8 million in Q4 2019. The underlying decrease is mainly due to synergies after the
Spectrum acquisition and the cost reduction program announced on 8 April 2020. The majority of other operating expenses in Q4 2020
are hardware and software expenses totalling USD 4.9 million. The Q4 2020 figures include USD 1.6 million in professional services
related to legal and tax advisors for Finance and Latin America. Professional services expenses are offset by a credit of USD 1.6 million
in relation to reimbursed legal cost after aquittal in the Skeie case. See note 8 of the interim financial statements for further details.
Depreciation decreased to USD 4.0 million in Q4 2020 from USD 10.3 million in Q4 2019.
Operating profit amounted to USD -48.5 million in the quarter compared to USD 69.6 million in the same quarter of last year. The loss
is a direct consequence of the USD 119.6 million impairment of the multi-client library in Q4 2020.
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Financial items and profit before tax
Net financial items for Q4 2020 totaled USD -2.0 million compared to USD -2.4 million in Q4 2019. Net financial items in Q4 2020
mainly consist of net foreign exchange losses of USD –1.8 million.
Pre-tax profit was USD -50.4 million in Q4 2020 compared to USD 67.2 million in Q4 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), in Brazil (34% 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 negative tax expense for Q4 2020 was USD -24.1 million (USD -3.2 million in Q4 2019), corresponding to a tax rate of 47.9%.
The fluctuation in the tax rate is primarily driven by currency conversion losses for the Norwegian entities and subsequent effects on
permanent differences. YTD tax rate was 29.3% compared to 13.8% in YTD 2019.
Net income amounted to USD -26.3 million in Q4 2020, compared to USD 70.4 million in Q4 2019. This corresponds to a fully diluted
EPS of USD -0.22 versus USD 0.59 in Q4 2019.

Balance sheet
As of 31 December 2020, the Company had a cash balance of USD 195.7 million, a reduction of USD 127.7 million from 31 December
2019 (USD 323.4 million). Interest-bearing debt decreased to USD 2.5 million in Q4 2020 compared to USD 2.8 million in Q4 2019,
resulting in a net cash balance of USD 193.2 million (USD 320.6 million in Q4 2019).
Goodwill has not been changed after 31 December 2019, except for USD 3.6 million related to Spectrum merger measurement period
adjustment presented in Q3 2020. The changes are retrospectively adjusted to the 31 December 2019 balance presented in this report.
The net book value of the multi-client library was USD 917.5 million as of 31 December 2020, compared to USD 1,091.3 million as of
31 December 2019. The decrease is primarily a result of impairments recognized in Q4 2020 and a lower level of investments compared
to amortization.
Total equity as of 31 December 2020 was USD 1,249.6 million, corresponding to 61.8% of total assets. On 31 December 2019, total
equity amounted to USD 1,545.8 million (70.3% of total assets).

Cash flow
Net cash flow from operations for the quarter totaled USD 58.7 million, compared to USD 221.9 million in Q4 2019. Cash outflows
related to investments in the multi-client library were USD 30.3 million, compared to USD 115.7 million in Q4 2019, resulting in free
cash flow (cash flow from operations after investments in the multi-client library) of USD 28.4 million versus USD 106.2 million in Q4
2019. Net increase in cash for Q4 2020 was USD 11.2 million (increase of USD 57.7 million in Q4 2019). Interest paid increased to
USD 0.6 million in Q4 2020 from USD 0.1 million in Q4 2019.
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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
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 Q4 2020 amounted to USD 120.3 million, a decrease of 48.2% from the USD 232.5 million recognized in
Q4 2019. Net prefunding revenues totaled USD 13.3 million in the quarter (USD 26.1 million in Q4 2019), which funded 47.3% (48.4%
in Q4 2019) of the USD 28.2 million (USD 53.9 million in Q4 2019) of organic investments in the multi-client library.
Net late sales for the quarter amounted to USD 103.2 million, a decrease of 48.6% compared to the USD 200.9 million recorded in Q4
2019. Proprietary contract revenues decreased by 31.1% to USD 3.8 million from USD 5.5 million in Q4 2019.

Revenue distribution

Source: TGS

EBITDA, amortization and operating profit
After subtracting operating costs as described in the IFRS section (which remain unchanged under Segment reporting), EBITDA
(Earnings Before Interest, Tax, Depreciation and Amortization) totaled USD 105.6 million in Q4 2020, compared to USD 189.1 million
in Q4 2019, a decrease of 44.2%.
Amortization and impairment of the multi-client library amounted to USD 167.5 million in Q4 2020, up from USD 119.9 million in Q4
2019. Of this, impairments amounted to USD 87.8 million in Q4 2020. TGS reported no impairment in Q4 2019.
Operating profit in Q4 2020 amounted to USD -65.9 million (margin of -54.8%), down from USD 59.0 million (margin of 25.0%) in Q4
2019.
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Multi-client library
Organic multi-client investments amounted to USD 28.2 million in Q4 2020, 47.8% lower than the USD 53.9 million invested in Q4
2019. There were no investments contingent on sales (risk share investments) in Q4 2020 versus USD 4.9 million in Q4 2019.
The net book value of the multi-client library was USD 623.9 million as of 31 December 2020, compared to USD 830.8 million as of 31
December 2019.

Backlog
TGS’ backlog amounted to USD 88.9 million at the end of Q4 2020, down 13.0% compared to USD 102.1 million at the end of Q3
2020. Backlog at the end of the quarter decreased 50.9% from backlog of USD 181 million at the end of Q4 2019.

Dividend and Share Buybacks
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. In addition to paying a cash dividend, TGS may also buy back own shares as
part of its plan to distribute capital to shareholders.
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 increase the dividend to USD 0.14 per share in Q1 2021. The dividend will be paid in the form
of NOK 1.18 per share on 4 March 2021. The share will trade ex-dividend on 18 February 2021. In Q4 2020 TGS paid a cash dividend
of USD 0.125 per share (NOK 1.17 per share).
In addition, the Board of Directors has authorized a share repurchase program of up to USD 20 million. The share repurchase program
will remain in place until the Company's annual general meeting in May 2022, or such earlier time as the maximum number of shares
has been acquired or the Board resolves to terminate the program. Any repurchased shares will be held in treasury and, subject to
approval by a general meeting, thereafter be canceled. Repurchased shares may also in part be used to satisfy obligations under
incentive programs and/or otherwise disposed of (for cash or in-kind consideration as part of transactions). It is expected that shares
will primarily be repurchased in the open market on the Oslo Stock Exchange. The share repurchases will be conducted based on the
authorization to acquire treasury shares granted at the annual general meeting of the Company on 12 May 2020 and is subject to
renewal at the annual general meeting on 11 May 2021.

OPERATIONAL HIGHLIGHTS
Vessels operating for TGS during parts of Q4 2020 included one 3D vessel, one Coring vessel (operated under a joint venture
agreement) and one Full Tension Gravity Gradiometry (eFTG) aircraft (operated under a joint venture agreement).
TGS’ first-ever regional airborne Enhanced Full Tensor Gravity Gradiometry (eFTG) multi-client survey continued in Q4 2020. The
survey will cover an area of approximately 120,000 km2 of the Upper Egypt region and will also acquire magnetic and lidar data in
addition to eFTG. This will provide unique, high-resolution imaging of the region with increased accuracy and higher spatial resolution
to enhance exploration activities.
In Q4 2020, TGS, in conjunction with joint venture partner TGS-PetroData, completed a geochemical coring project offshore Nigeria.
The project covers an area of approximately 82,000 km2 and will incorporate 17 seabed heat flow measurements and 272 seabed
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cores whose location is based on multibeam and backscatter anomalies. Final reports are expected to be ready for industry review in
Q2 2021 following completion of geochemistry work.
In Latin America, acquisition commenced on the remaining 5,000 km2 Malvinas 3D multi-client program in Argentina, which will bring
total coverage in the area to approximately 18,000 km2. Acquisition is expected to be completed in Q1 2021 with final delivery of
processed data late 2021, early 2022.
Onshore North America, TGS continued permitting activities for the Voyager 3D multi-client survey in the Powder River Basin, Wyoming.
Recording of data is expected to be completed in December 2021.
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 2,869 new digital well logs, 5,631 new enhanced digital well logs and 4,574 new
validated well headers.

Outlook
The COVID-19 pandemic and the subsequent drop in oil price have had severe consequences for the global oil and gas industry, and
resulted in dramatic reductions in spending. As significant parts of E&P companies’ budgets were already committed pre-COVID, the
cuts had a disproportionately higher impact on the uncommitted part of their budgets (i.e. discretionary spending) in 2020. Most
seismic purchases tend to fall into this category; hence demand has sunk to unprecedented levels. For 2021, clients have indicated
flat exploration spending and a more focused exploration strategy near existing infrastructure.
On January 27, the new administration in the United States announced an executive order to pause new oil and natural gas leases on
public lands or in offshore waters pending completion of a comprehensive review and reconsideration of federal oil and gas permitting
and leasing practices. It is expected that the administration will provide more information about the duration of the pause and to what
extent it will impact future leases and permits. TGS has some exposure to US federal lands both onshore and offshore, representing
approximately 17% of the multi-client library and 19% of the 2020 net revenues. Over the past two to three years, there has been a
gradual shift from frontier to infrastructure-led exploration in the US Gulf of Mexico, and TGS’ recent OBN-projects have been primarily
targeted at held acreage rather than future licensing rounds. In a scenario where permitting and leasing practices are permanently
suspended, TGS maintains that the majority of revenues in the US would not be negatively impacted.
With an asset-light business model characterized by a low proportion of fixed cost, TGS is well-positioned to manage cyclical downturns
and even prolonged periods of lower demand. To maintain a strong balance sheet and liquidity, the company carried out a major cost
cutting program in 2020 with cash operating cost (defined as personnel cost and other operating cost) in Q4 reduced by 58% compared
to Q4 2019. Furthermore, TGS recorded an impairment of its multi-client library totaling USD 87.8 million (IFRS USD 119.6 million),
reflecting the challenging market conditions and longer payback times for certain multi-client surveys.
A significantly lower cost base places TGS in a strong position to deliver profitability and industry leading return on capital in the future.
With a strong cash balance of close to USD 200 million and positive free cash flow in the second half of 2020, TGS is delivering on the
revised plan communicated to the market in April.
The energy transition offers interesting opportunities for TGS, and the company has set an ambition to leverage core strengths to help
shape the future of energy. The world’s largest library of subsurface data, combined with strong competencies in geoscience, largescale data management, data processing and analytics, position TGS well to contribute with insights related to carbon capture,
utilization and storage (CCUS) and offshore mineral exploration, as well as to the renewables energy industries. The company has
launched several partnerships with established industry players where TGS leverages its core strengths to generate business
opportunities outside the traditional oil and gas markets. In addition to partnerships, the company will pursue both organic and
inorganic opportunities to build a database and insight within these new markets.
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While there are uncertainties related to the short- and medium-term development of client spending, TGS will take advantage of the
challenging market conditions to further enhance its position as the world’s leading subsurface data company. The company’s relentless
focus on cost, capital discipline and a strong balance sheet allows the company to continue growing its database with counter-cyclical
investments at low unit costs, while maintaining a healthy distribution to shareholders. These factors, together with its strengths in
managing and analyzing data, place TGS in a strong position to advance its clients efforts in the energy transition.
2021 financial guidance:
•

Multi-client investments of between USD 200 - 230 million

•

Continued sector outperformance on cash flow and ROACE

•

Industry-leading distribution to shareholders

Oslo, 11 February 2021
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 Sanness
Director

Vicki Messer
Director

__________________

__________________

Christopher Finlayson
Director

Kristian Johansen
Chief Executive Officer

ABOUT TGS
TGS provides scientific data and intelligence to companies active in the energy sector. In addition to a global, extensive and diverse
energy data library, TGS offers specialized services such as advanced processing and analytics alongside cloud-based data applications
and 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 facts 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
2

Q4 2019 figures are updated for final tax expense disclosed in the 2019 annual report.
Tax expense includes estimated expenses in certain jurisdictions.
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INTERIM CONSOLIDATED BALANCE SHEET

1

Measurement period adjustments Spectrum PPA finalized during Q3 2020. Reference is made to note 2 for further explanations.
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INTERIM CONSOLIDATED STATEMENT OF CASH FLOW
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INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

1

Currency translation reserve netted with retained earnings as TGS has no subsidiaries with functional currency different than USD as

of 31 December 2020
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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. The balance sheet presented as at 31 December 2019 is presented in the same manner as in the Q3
2020 interim financial statements, i.e. retrospectively restated for measurement period adjustments to the Spectrum purchase price
allocation being made in Q3 2020. The PPA was finalized in Q3 2020. For more information, see note 9 to the Q3 Earnings Release
report which is available at www.tgs.com.
The comparable Q4 2019 statement of comprehensive income has been updated to reflect the final tax expense presented in the 2019
Annual Report. The tax expense for Q4 2019 has been reduced with USD 13.7 million compared to what was initially presented in the
Q4 2019 interim report, which is also affecting net income and EPS.

Note 3 Share capital and equity
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The net change in treasury shares during 2020 comprise repurchase of 268,900 own shares in Q1, less 11,550 treasury shares
distributed to Board members in Q2 and cancellation of 1,924,450 treasury shares in Q3.
The Annual General Meeting held 12 May 2020 renewed the Board of Directors’ authorizations to repurchase shares and distribute
quarterly dividends on the basis of the 2019 financial statements. The authorizations are valid until the Company’s Annual General
Meeting in 2021, but no later than 30 June 2021.
The Board has resolved to launch a USD 20 million share buyback program to be completed prior to Annual General Meeting 2022.
The full program is contingent on renewed authority to buy back shares at the 2021 Annual General Meeting.
Furthermore, the Board of Directors has resolved to increase the dividend to USD 0.14 per share in Q1 2021. The dividend will be paid
in the form of NOK 1.18 per share on 4 March 2021. The share will trade ex-dividend on 18 February 2021.
In Q4 TGS paid a cash dividend of USD 0.125 per share (NOK 1.17 per share).
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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 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 2020, and include factors such as revised sales estimates on existing surveys, Covid-19
market effects and oil price collapse. Key inputs and assumptions in the impairment model have been revisited. The challenging market
presents uncertainties and risk related to these estimates. The sales forecasts for future periods have been adjusted in Q4. Please see
the section Outlook, 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.
TGS has implemented a detailed process each quarter to assess projects at risk and impairment of the library amid the current volatility
and uncertainty in the market. 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 area, whether licenses will be awarded in the future, expected farmins 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 8.0% to 19.2% 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 8.0%. The average
WACC weighted according to CGU net book value is 9.8% post tax and 12.2% pre-tax. At year-end 2019, TGS used a WACC between
8.4% to 19.4% for all the CGUs throughout the Company, with a WACC unadjusted country specific risk of 8.4%. 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 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. The following provides a sensitivity analysis as to these inputs:
o

10% reduction of sales forecast would lead to increased impairment of USD 18.6 million

o

20% reduction of sales forecast would lead to increased impairment of USD 38.8 million

o

2.5% increase in WACC would lead to increased impairment of USD 14.9 million

o

5% increase in WACC would lead to increased impairment of USD 26.8 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 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 2020.
In assessing value in use, the estimated future cash flows both from the 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. Currently a long term growth rate of 0% is
applied.
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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. The following provides a sensitivity analysis as to these inputs:
o

10% reduction of expected return of investments would not lead to an impairment

o

20% reduction of expected return of investments would lead to an impairment of USD 0.9 million

o

2.5% increase in WACC would not lead to an impairment

o

5% increase in WACC would lead to an impairment of USD 39.3 million

Management does not see any other reasonable changes in the key assumptions that would cause the value in use to be lower than
it’s carrying value.
Expected credit losses
The Company has assessed the measurement of expected credit losses in light of the current market situation. A total allowance for
expected credit losses of USD 1.3 million has been recognized in the quarter, which is a net increase in the allowance of USD 0.2
million since Q3.
Note 7 Related parties
No material transactions with related parties took place during the quarter.
Note 8 Contingent liabilities
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 DNB, who, as a pledgee,
accepted liability under Norwegian law for the alleged unwarranted tax refunds, but claims TGS and others are liable for DNB’s losses.
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 Appeal Court awarded the
Company MNOK 16.5 (USD 1.8 million) for costs and expenses incurred in connection with the matter, which the Company received in
October 2020. The reimbursed cost offset USD 0.2 million of pending invoices and USD 1.6 million of cost recognized in prior periods.
The civil matters that have arisen relate to the transactions forming the basis for the Økokrim charges. The trial on the DNB claims is
scheduled to start in Oslo District Court in October 2021. 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 wellfounded, 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.
Tax exposure
TGS operates in a range of tax jurisdictions with complex considerations and legislation concerning both indirect and direct taxation,
including Brazil and Argentina. Thus, uncertainties exist related to reported tax liabilities and exposures. Recognized taxes (both
direct and indirect) are based on all known and available information and represents our best estimate as of the date of reporting.
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The jurisdictions in which TGS operates are also subject to changing tax regulations which may impact assessments, for instance
concerning the recoverability of credits. Furthermore, tax authorities may challenge the calculation of both taxes and credits from
prior periods. Such processes and proceedings may result in changes to previously reported and calculated tax positions, which in
turn may lead to TGS having to recognize operating or financial expenses in the period of change.
Note 9 – Foreign exchange effects prior periods
The Group has in its interim reports for Q1 to Q3 2020 reported foreign exchange losses related to TGS Brasil’s intercompany loan
denominated in USD. As TGS Brasil is considered to have USD as its functional currency, such foreign exchange effects should not
have been recognized. Total foreign exchange losses recognized in Q1 to Q3 are USD 15.8 million, and the group has retrospectively
corrected these in each respective quarter of 2020. See table below for the effects on exchange gains/ (losses) reported in previous
quarters. Comparative figures for Q1 – Q3 2020 will be restated when presenting interim reports for Q1 – Q3 2021.
Further, the Group reported in Q1 net currency losses related to an internal merger receivable of 13.3 million, which should have been
eliminated. Comparative figures for Q1 2020 will be restated when presenting the interim report for Q1 2021. See table below for
further illustration of effects on net exchange gains/ (losses).

Note 10 – Subsequent events
TGS has as of 31 December 2020 a net receivable of USD 5.7 million against Axxis Geo Solutions. A petition for bankruptcy was issued
by GMC Maritime AS 13 January 2021. TGS’ net receivable is secured by collateral in underlying assets. No impairments are made as
of 31 December 2020.
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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 and depreciation. 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 31 December
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 nine 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 three months of the financial year.
Oslo, 11 February 2021
The Board of Directors of TGS-NOPEC Geophysical Company ASA
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