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Preliminary statement from the Board of Directors of Hafslund ASA 

on announced bid 

1. BACKGROUND 

On 26 April 2017, it was announced that the City of Oslo and Fortum Oyj ("Fortum") had 

entered into a transaction agreement whereby the City of Oslo, acting through a new wholly 

owned company, would put forward a voluntary offer to purchase all of the shares in 

Hafslund ASA ("Hafslund") subject to certain conditions, including the approval of Oslo City 

Council.  

On 14 June 2017, Oslo City Council approved the transaction agreement between the City 

of Oslo and Fortum, and all significant public permits have been given. It is expected that 

the final offer will be put forward in the beginning of July with an acceptance period of 

about four weeks.  

In connection with the expected offer, the Board of Directors in Hafslund ASA, in conformity 

with the Norwegian Code of Practice for Corporate Governance (the NUES 

recommendation) and the company's own principles of corporate governance, has obtained 

the attached independent valuation made by SpareBank 1 Markets. 

At present, the trading of the company's shares is significantly influenced by the expected 

offer, which will be followed by a compulsory acquisition of the remaining minority shares. 

Further, the liquidity of the company's shares is low, and the company is not followed by 

any analysts. This creates a particular need for information, and the Board of Directors, 

aiming to maintain a high level of transparency, has decided to make the independent 

valuation public and inform about its preliminary assessment of the announced offer 

without awaiting the formal offer document.  

In accordance with the Securities Trading Act, the Board will submit its final statement 

regarding the offer to the shareholders no later than one week prior to end of the offer 

period, based on the conditions as they appear at such time. The final statement will, in 

addition to an updated assessment of the offer price, contain the Board of Directors' 

assessment of the offer's consequences for the company's interests, including the effect 

that the bidder's strategic plans specified in the offer document may have for the 

employees and for the localization of the company's business.  

2. THE OFFER AND THE SUBSEQUENT PROCESS 

It is expected that the City of Oslo, acting through a newly established wholly owned 

company, will put forward a voluntary offer with an offer price amounting to NOK 96.75 

per class A and class B share, i.e. NOK 100 per class A and class B share less the amount 

of the dividend paid in 2017. The acceptance period is expected to be approximately four 

weeks and consequently end around the end of July. Completion of the offer is, subject to 

certain approvals by public authorities, expected to take place during the first half of 

August.  

At present, the City of Oslo and Fortum together own 105 377 757 class A shares and 

66 049 246 class B shares in Hafslund, which in the aggregate constitute 91.29% of the 

votes and 87.83% of the shares in the company. The City of Oslo's and Fortum's 

acceptances will therefore have the effect that the offering company, regardless of the 

other shareholders' response, acquires possession of more than 90% of all voting shares 

in Hafslund. Thus, pursuant to the Securities Trading Act section 6-22, the offering 

company will have the right to decide to force the transfer of the remaining shareholders' 

shares. This implies that the shareholders in Hafslund have no realistic possibility of 

remaining shareholders in the company. 

When the shareholders receive the offer document, they can choose to accept the offer 

price. They will then receive cash payment of the offer price within the settlement deadline, 



 

 

2 

 

which will appear from the offer document. Alternatively, they can await the compulsory 

acquisition of the shares. 

The compulsory acquisition is expected to take place shortly after the implementation of 

the offer. When the offering company has declared the compulsory acquisition the 

remaining shareholders' shares will immediately be transferred to the offering company. 

In connection to this, the offering company will offer a redemption amount, which is 

expected to be the same as the offer price.  

After this, the shareholders will have two months to decide whether to accept the offer 

price. Those who do nothing before the settlement deadline, will receive the redemption 

amount proposed by the offering company. For those who decline or raise objections 

against the offered price, the amount will be fixed by the court's discretionary decision 

based on the company's underlying values. In principle, a price fixed by the court's 

discretionary decision may be higher or lower than the offer price, but in practice it is 

considered unlikely that the price will be set lower than the offer price.  

A possible discretionary decision will be held for Oslo District Court, as a principal rule with 

one professional judge and four expert lay judges. The discretionary decision may be 

appealed to the Borgarting Court of Appeal. The possibility for appealing discretionary 

decisions to the Supreme Court is restricted, but one cannot exclude the possibility that an 

appeal may be brought before the Supreme Court. 

Normally, the process in the District Court will take approximately one year, and an appeal 

to the Court of Appeal will take approximately the same amount of time. While the process 

is ongoing, the offered redemption amount will stand on blocked account. The offeror will 

not be obliged to provide security in excess of the offered redemption amount. The 

redemption amount will be assigned an interest determined by the court from the time of 

the compulsory acquisition of the shares until the cash settlement. 

The expenses of the discretionary decision, including the minority shareholders' costs 

affiliated with legal representation and economic experts, are as a principal rule at the 

expense of the offeror. Whenever special reasons so indicate, it may be decided that the 

minority shareholders shall pay all or part of the expenses. 

The process which is described above, implies that the shareholders do not have to make 

a final decision whether they are to accept the offer or let the price be fixed by discretionary 

decision before around the turn of September to October this year. 

3. THE BOARDS PRELIMINARY ASSESMENT 

SpareBank 1 Markets has concluded that the company's underlying values per share is  

NOK 139 if one takes starting point in present expected transaction values and NOK 168 if 

one takes starting point in discounting of expected future cash flow. 

While preparing its valuation SpareBank 1 Markets in addition to publicly available 

information had access to the company's financial forecast and the valuations of Hafslund 

Marked by the banks in connection with the planned stock exchange listing of Marked, on 

an anonymized basis. As far as SpareBank 1 Markets' own assumptions and assessments 

are concerned, it is referred to the accompanying valuation. 

The Board considers SpareBank 1 Markets' valuations to be in line with the company’s own 

considerations. 

SpareBank 1 Markets' value assessments are significantly higher than the offer price 

amounting to NOK 96.75 per share and are even higher compared to historical share prices. 

The announced offer price in the stock exchange announcement of 26th of April 2017 was 

NOK 100 deducted the paid dividend in 2017 for every class A and class B share. The latest 

quoted share price prior to the announcement of the planned offer on the 26th of April 2017 
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was NOK 88.25 for both the class A share and the class B share, while the average share 

price for the class A share and the class B share was respectively NOK 87.3 and NOK 88.9 

the last month prior to the announcement and NOK 89.8 and NOK 90.1 the last three 

months prior to the announcement (volume weighted average price (VWAP)). However, 

the Board considers the stock exchange prices to be of little representativeness for the 

company's underlying values which follows from the company's concentrated ownership 

situation with a controlling shareholder holding 53.7% of the ownership interest, three 

principal shareholders together holding 92.6% of the ownership interest and limited 

liquidity in the rest of the shares.  

The Board thereby considers the underlying values to be substantially higher than the 

expected offer price. In their assessment of the offer, the shareholders must however also 

take into consideration that the outcome of a discretionary decision by the court is 

associated with significant uncertainty, and that settlement will be substantially postponed 

if the price is to be fixed by discretionary valuation. 

However, the objective for the possible discretionary decision is to identify the underlying 

values equally distributed to every share. Considering the very significant difference 

between SpareBank 1 Markets' valuations, which the Board considers to be reasonable, 

and the offer price, the Board considers it probable that the possibility for a higher 

redemption price per share if fixed by a discretionary decision clearly compensates the risk 

associated with the outcome of possible legal proceedings.    

Postponement of the settlement subsequent to a possible discretionary decision by the 

court, a process that presumably will take at least one year in the court of first instance 

and significantly more should the decision be proceeded to higher instances, is also a 

disadvantage, although interest will be given.  

Despite the uncertainty associated with the outcome of legal proceedings and the 

postponing effect this will have for the shareholders' settlement, the Board's consolidated 

assessment at the current moment is that it is in the shareholders' economic interests not 

to accept the offer, but instead let the price be fixed by the court's discretionary decision. 

The individual shareholder may however assess this differently based on a different 

perspective on the underlying values, consideration to own liquidity, desire to avoid any 

risk that the price is fixed lower than the offer price following a compulsory acquisition of 

shares or other individual reasons. 

The Board's final statement regarding the offer pursuant to the Securities Trading Act 

section 6-16 will be announced after a complete offer document is produced and no later 

than one week prior to the expiration of the acceptance period. The statement will 

compromise information about the Board members' and the group chief executive's final 

standpoint towards the offer in the capacity of shareholders in the company. 

 

The Board of Hafslund ASA 

Oslo, 19 June 2017 

 

 

 


