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Financial report 2011



building on its unique business model, Yara is dedicated to profitable growth



Creating 



competitive edge, making impact based on its unrivalled presence, Yara is delivering strong results



yara is positioned to create value: With our unique busi ness model and unrivalled market presence, we create competitive edge, delivering strong results, / page 10 / Our mission is to create better yield – for our shareholders, / page 14 / customers, and society at large. Through our extensive operation / page 37–38 / we are set to seize



business opportunities / page 39–40 / in existing and new



Scan this code to see the video presentation of how Yara creates impact.



markets, influenced by global megatrends affecting com pany and customers alike. Notably, we offer solutions to



some of the major global challenges / impact review / of our time; creating impact. yara is poised to create impact: With our strategic approach and growth ambition, / page 40–42 / we employ our extensive knowledge, focusing in particular on the key areas of resource management, food security and environmental issues – identifying



connections between global challenges and business opportunities. Supporting a viable agricultural sector by developing solutions for improved productivity, / page 53 / we increase yields; creating value. The yara hisTory Yara International ASA was established by a demerger from Norsk Hydro in 2004, and can trace its origin to the foundation of Hydro, the world pioneer of mineral fertilizers, in 1905. Starting as a Scandinavian pioneer, the company took a European position in the 1970s and 80s, gradually enforcing its growth strategy – and establishing a truly global presence. This timeline depicts milestones in Yara’s history, in terms of new plants and key acquisitions.



1907



1928 1929



Notodden Regular production commenced



1905 Norway Norsk Hydro established; world’s first nitrogen fertilizer produced



1910



Notodden First ammonia production



1920



Porsgrunn New plant opened



1930



1940



1911



1919



1934



Rjukan New plant opened



Denmark Sales office in Copenhagen opened



Heavy water Production started, introducing the industrial products portfolio
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Who we are yara delivers solutions for sustainable agriculture and the environment. Our fertilizers and crop nutrition programs help produce the food required for the growing world population. Our industrial products and solutions reduce emissions, improve air quality and support safe and efficient operations. Founded in Norway in 1905, Yara has a worldwide presence with sales to 150 countries. Safety is always our top priority.



What we do supply and trade is a global function res ponsible for optimization of energy and raw mate rial purchases, ammonia trade and shipping, mari time logistics, thirdparty sourcing, and feed phosphates.



upstream is the backbone of Yara’s manufacturing system. It includes mass production of ammonia, urea, nitrates and other nitrogenbased products as well as phosphoric acid. downstream offers a complete fertilizer portfolio to growers worldwide. It provides knowledge and tools to secure the right nutrients and optimize application and yield with minimal environmental impact. IndustrIal is a reliable partner in chemical products. It enables innovative solutions based on ammonia production and knowledge, and helps customers reach compliance with environmental legislation.



What we offer aGrICultural produCts: We offer a complete portfolio of fertilizers covering all neces sary nutrients for any crop.



IndustrIal produCts: We offer a wide range of nitrogen and specialty chemicals in addition to CO2, dry ice and civil explosives solutions.



BACK



1945



600 kg



BACK



BACK



NPK



600 kg



Sweden Sales office in Stockholm opened



BACK



600 kg



BACK



envIronmental solutIons: We offer complete solutions for NOx abatement, odor control, water treat ment and corrosion prevention.



600 kg



NPK



600 kg



BACK



BACK



NPK



600 kg



1972



1979



CO2 plants in Norway (1972), Sweden (1976) and Denmark (1978) acquired



Netherlands NSM acquired



1949



1977 Thailand Sales partnership established



Glomfjord Ammonia production commenced



1950



BACK



BACK



1960



1970



1980



1949



1969



1981



USA Marketing commenced



Qatar Qafco JV established



Sweden Supra acquired



scandinavian pioneer european position Global presence



1977 Brazil Sales office in Rio de Janeiro opened
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Where we are Global player: As the industry’s



only global player, we have production on six continents, operations in 51 countries – and sales to about 150 countries.



1984 Germany Ruhr Stickstoff acquired



1982



Yara plants 2011 Joint venture plants 2011 Sales offices 2011 Sales 2011 Development programs R&D units



FertIlIzer sales by reGIon 2011



1985 Zimbabwe Regional office for southern Africa opened



UK Acquisition of Fisons



1990



Industrial gases plant in Sri Lanka acquired



1991



1994



Germany DMW Rostock acquired



Technology N-Sensor tool introduced



1997/2006 UK Phosyn acquired



1990



1982 China Chiwan terminal opened



Europe: 9,300 North America: 2,887 Latin America: 3,798 Africa: 1,188 Asia: 2,276



Thousand tons



1986



1990



France Cofaz acquired



CO2 plant in Malaysia acquired



2000



1991 Trinidad Tringen JV established



1996



2000



Italy Enichem Agricoltura acquired



Brazil Adubos Trevo acquired
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YARA REPORTING: This Financial Report,



together with the separate Impact Review, constitutes Yara’s annual report 2011. Both are available in print and on the web. Annual reports and supplementary corporate information are found on www.yara.com



2005



2007



Australia Burrup JV established



Finland Kemira GrowHow acquired



2004 CO2 plant opened in Germany



2005



2006



2008



2010



Innovation Crop Nutrition Concept unveiled



Climate Carbon footprint guarantee launched



2009



AdBlue Mexico Air1 brand Olmeca launched acquired



Libya Lifeco JV established



2012



2010



2004



2005



2007



Technology N2O catalyst technology unveiled



Africa program launched



CO2 Praxair JV established



2006/2007 Brazil Fertibras acquired



2008 Canada Saskferco acquired



2010 DEF American market for Diesel Exhaust Fluid (DEF; AdBlue) entered



2011



Yara expands its global capacity with the commencement of production at the Qafco 5 and 6 plants in Qatar, adding to the expansion with Sluiskil Urea 7 in the Netherlands in 2011. In Australia, Yara increased its ownership in Burrup Holding, planning the construction of a new plant for the production of technical ammonium nitrate.



Sweden



Petro Miljö



acquired 
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how we performed 2011



2010



2009



2008



2007



NOK millions NOK millions NOK millions



80,352 13,240 18,163



65,374 7,467 15,315



61,418 1,271 5,549



88,775 12,281 17,917



57,486 4,987 8,441



NOK millions NOK millions % NOK millions % % NOK NOK millions NOK 31 December



12,066 3,643 12 7,363 20.9 25.8 41.99 44,779 240.0



8,729 4,373 27 7,093 17.4 20.6 30.24 35,334 337.5



3,782 6,192 56 11,925 8.5 7.4 13.08 28,863 263.70



8,228 16,040 84 3,986 22.9 29.0 28.27 29,638 148.75



6,037 7,797 42 4,305 16.1 22.4 20.60 21,141 251.50



7,627 4.0



7,348 3.8



7,629 2.7



7,971 3.5



8,173 3.3



11.2 219



13.1 223



12.5 208



16.0 207



16.4 191



Financial performance



Revenue and other income Operating income EBITDA 1) Net income after noncontrolling interests Investments 2) Debt/equity ratio 3) Cash flow from operations CROGI 4) ROCE 5) Earnings per share 6) Total equity Share price on OSE



Notes 1) EBITDA: Earnings before Interest, Tax, Depreciation and Amortization. 2) Investment in property, plant and equipment, long-term securities, intangibles, long-term advances and investments in equity-accounted investees. 3) Net interest-bearing debt divided by share holders’ equity plus non-controlling interest. 4) CROGI: Cash Return on Gross Investment (12 month rolling average). 5) ROCE: Return On Capital Employed (12 month rolling average). 6) Yara currently has no share-based compensation program that results in a dilutive effect on earnings per share. 7) TRI: Number of Total Recordable Injuries per million hours worked. 2007–2009 figures are for Yara employees only; 2010–2011 also include contractors. 8) GHG emissions adjusted for new plants.



Social performance



Employees TRI rate 7)



Number at year-end Per million hours worked



Environmental performance



GHG emissions 8) Energy use



Million tons CO2 eq. Petajoule



our strategic goals



1



safety



Yara’s goal is to be a leading performer in the area of worker safety, with a targeted accident rate as close to zero as possible.



2



Profitability



Yara’s goal is to deliver a Cash Return On Gross Investment (CROGI) of more than 10% as an average over the business cycle.



3



Relative competi tiveness and solidity



Yara’s goal is to deliver a Gross Return (EBITDA/Total Assets) in the top quartile of its peer group and to maintain an investment grade credit rating.



4



Overall growth



Yara’s goal is to increase its own-produced and JV sales volumes by 8 million tons from 2010 to 2016.



5



Cash returns



Yara’s goal is that cash return to shareholders should average 40–45% of net income, with dividends at a minimum 30% over the busi ness cycle. Share buybacks will constitute the rest.



+38% 41.99 



NOK



2011 net InCome after non-controlling



interests was NOK 12,066 million, com pared to NOK 8,729 million in 2010.



2011 earnInGs per share were



a record-high NOK 41.99, up from NOK 30.24 in 2010.
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What we did 2011 Yara entered an agreement with the leading Moroccan company OCP S.A. in December, to establish a 50/50 JV in Brazil, further strengthening its already strong platform in this growth market. read more: Management discussion & analysis / page



43



Yara officially opened the new Urea 7 plant at Sluiskil, the Netherlands, in October. With an output of 3,500 tons of urea a day, this plant increases production capacity and supplies a vital raw material for the growing environmental solutions segment. The new plant has state of-the-art resource efficiency and heavily reduced emission levels. read more: Management discussion & analysis



/



page



43



Yara’s Annual General Meeting in May approved a dividend of NOK 5.50 per share, and renewed the authorization of the Board of Directors to acquire own shares. read more: Report of the Board of Directors / page



14



Yara reduced its ownership in some ventures during 2011, including its 37.7% stake in Yaibera Holding (‘Rossosh’) in Russia, and its 49% stake in JSC Nordic Rus Holding. In October, Yara signed an agree ment with Praxair, Inc., reducing its ownership in the JV Yara Praxair Holding AS from 50 to 34%, with a gain of NOK 309 million. read more: Management discussion & analysis / page



45



Yara entered several new contracts for delivery and distribution of its AdBlue solution to leading oil and truck companies. Yara opened a new terminal for Diesel Exhaust Fluid (DEF) in Texas, and a US Gateway terminal in Louisiana in November.



Early 2012, Yara increased its ownership share of the Australian JV Burrup Holdings Limited to 51%, with Apache Energy holding the remaining 49%. The company was renamed Yara Pilbara, marking a more active role for Yara in the region.



read more: Management discussion & analysis



read more: Management discussion & analysis



/



page



45



/



page



42



Yara signed an agreement – acquiring Petro Miljö, the world leader in Selective Non Catalytic Reduction (SNCR) technology in October – as a first step towards adding a vital dimension to existing business based on the supply of NOx abatement reagents.



On 20 February 2011, production in the Libyan JV plant, Lifeco, was suspended due to the unrest in the country. This safeguarded employees and the plant, and lead to a loss of NOK 131 million in 2011.



read more: Management discussion & analysis



read more: Management discussion & analysis



/



page
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/



page



60



read more: Strategic goals / page
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Creating Impact



Yara’s goal is to positively address major global challenges, shaped by three focal areas: resources, food and environment.



7



Innovation



Yara’s goal is to develop an innovation culture to set the standard for both products/solutions and improvement of operations.



8



Environment



Yara’s goal is to be among the most energy efficient in the industry, and to reduce greenhouse gas emissions by 45% from 2004 to 2013.



9



Growth in lowcost gas supply



Yara’s goal is to increase its proportion of production in low-cost gas regions in order to reduce the average pro duction cost of its fertilizer products.



10



48



human resource Management



Yara’s goal is to optimize the management of our people, to ensure that the company continues to have the skilled and engaged workforce it will need to meet future business challenges.



+2,848



+ 24% 



NOK million



2011 ebItda ended at NOK 18,163



2011 delIverIes of environmental 



million, compared with NOK 15,315 million in 2010.



solutions increased by 24%, compared 



with 2010. 
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CEO JøRGEN OlE HaslEstad



Best year so far 



yara had its best year so far in 2011. Yara’s revenues and net income levels were at an all-time high, mainly reflecting higher margins. The margins’ increase was supported by healthy farming profits and by Yara’s strategy to leverage our portfolio and crop nutrition knowledge, increasing sales of premium products and to cash crop segments.



The sTronG fundaMenTals in the agricultural markets



are underscored by the FAO’s Food Price Index, which on average was at a higher level in 2011 than in 2008, the year of the food price crisis. The increased margins more than offset a slight reduction in total volumes and increased energy prices. In 2011, I updated Yara’s strategic growth goal. Volumes shall increase by 8 million tons by 2016, about a 40% increase of our total volumes. This ambitious target will be reached through a combination of growth initiatives. Optimization of production processes, step growth and brownfield and greenfield expansions will all be taken into consideration. Last year, several expansions were finalized or ongoing. The Qafco 5 and 6 expansions come into production during 2012. Our Dutch plant, Sluiskil, finalized a urea expansion on schedule, under budget. This Urea 7 plant adds 500,000 tons annually, which is targeted at the value-added AdBlue/DEF market.



The Urea 7 expansion supports Yara’s ambition to grow in the US DEF market. Yara is the leading global provider of the cleans ing fluid used to remove hazardous NOx emissions from diesel engines. This is a global market set to grow as nations worldwide introduce legislation to safeguard human health and reduce environmental impact from combustion processes.



Our JV in Libya, Lifeco, halted production in February 2011 following the unrest in the country. We aim to restart the plant during 2012. Looking forward, we are exploring the opportunity to expand our Belle Plaine plant in Canada. If conditions are right, this can also be a large scale add-on to Yara’s capacity. The fundamental factors which pull the fertilizer market, such as population growth and dietary changes, provide strong support for Yara’s fertilizer products. Assuming continued growth in global food consumption, the world needs another record grain crop in 2012 in order to prevent a further decline in inventories. The combination of severe weather conditions, financial turmoil and price volatility in agricultural markets is likely to remain part of everyday business life. Interestingly, volatility in energy and agricultural prices became a new top-five ranked risk in the World Economic Forum (WEF) Global Risks report 2012. Taking these global trends into consideration, Yara has renewed its approach, launching the strategic framework ‘Creating Impact’. This is a framework for identifying and exploring connections between business opportunities and benefits for society. We recognize how business solutions and societal interests intersect. Being a front runner means identifying how mutual interest can
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“ Volumes shall 



increase by 8 million 



tons by 2016



” 



Scan this code to see the CEO’s presentation of the annual report.



create a sustainable competitive advantage to Yara. As an example, using our expertise on nitrogen chemistry to reduce harmful emis sions has a positive impact on human health, social economics and Yara’s business. The scope of Creating Impact is to create value for shareholders, cus tomers, employees and society at large – while creating a sustainable competitive edge for Yara. This provides Yara with a framework for its engagement at the World Economic Forum, the G20 summits and similar high-level venues. Here, we contribute our knowledge towards global leadership on sustainable development of agricul ture. Our message is that agriculture needs to improve yield levels, but this must be done sustainably. We need more crop per drop of water, using fertilizer and land areas more efficiently. We have defined three focal areas; food, resources and environment. Within these Yara has a position and a knowledge base which pro vides opportunities. As a contributor to finding solutions on global food security, environmental issues and efficient use of resources, we will harvest volumes, margins and new opportunities.



Growth depends upon trust, and Yara takes pride in being a reli able partner. Doing business in about 150 countries implies being involved in markets challenged by lack of governance principles. We have chosen to adhere to a Code of Conduct which describes how we want to do business responsibly. When I assumed position as President and CEO of Yara, I strengthened efforts by establishing a Compliance and Ethics unit to intensify efforts on ethical behavior. In 2011, Yara reported two potential cases of criminal offenses to the Norwegian National Authority for Investigation and Prosecu tion of Economic and Environmental Crime (Økokrim). To make sure Yara gets to the bottom of these cases, we also initiated an external investigation. I enforce a strict standard on compliance. I want growth – sustainable growth – reflecting my belief that high social and ethical performance lead to high financial performance.



JørgEN OLE HAsLEsTAd



President and CEO



6 / report of the board of directors Yara Financial Report 2011



Quick overview durInG 2011, Yara delivered its highest annual result so far. Continuously employing its strong platform, unique busi ness model and unrivalled global presence, Yara is well positioned to leverage strong fundamentals in the agricultural markets. With mineral fertilizer demand remaining strong through 2011, we achieved our best revenues and income so far. 2011 exceeded the previous record year of 2010 and strengthened Yara’s financial position. Safety remained an operational priority, as did compliance, with strict ethical guidelines.



GS ARE



earnInGs per sHare



1



2007



2008



2009



2010



2011
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capitalizing on its unique platform, Yara achieved its highest annual result so far



report of the board of directors 



Core content In tHIs seCtIon: Strategy page 8 / Market conditions page 9 / Financial performance and operations page 10 / Risk management page 11 / Creating Impact page 11 / Health, environment and safety page 12 / People develop ment page 13 / Corporate governance page 13 / Board of Directors and Executive management page 14 / Yara International ASA page 14 / Dividend and buy-backs page 14 / Outlook page 14
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REPORT OF THE BOARD OF DIRECTORS 2011



strong earnings and cash flow 



in 2011, yara achieved its best annual result so far, exceeding the previous record year of 2010 and continuing the strong trend for global agricultural markets which began in the previous year and kept fertilizer demand and prices strong also in 2011.



The Board of Directors believes that the long-term fundamentals of fertilizer demand will remain strong, as a growing and increas ingly prosperous world population continues to improve its diet. More and better fertilizer usage is a crucial element of achieving sustainable improvement in agricultural productivity. With its global market presence and product portfolio, Yara is well posi tioned to meet the demand for greater agricultural productivity and to address the growing challenges of climate change, air pollution and water scarcity. Yara’s growth ambitions are built on attractive long-term market fundamentals, a proven track record of profitable growth initia tives and a flexible and scalable business model. However, Yara will continue to be patient in pursuing growth, aiming to pick the best opportunities at the right time. STRATEGY



Yara is a company that focuses on the production, distribution and sale of nitrogen chemicals. The main application is fertilizers, while industrial uses are also an important and faster-growing segment. Yara employs its scale, flexibility and global presence to ensure reliable supplies of mineral fertilizer and related industrial products to customers worldwide. Yara is headquartered in Oslo, Norway and is listed on the Oslo Stock Exchange. Yara benefits from scale: it is the world’s largest producer of ammonia, nitrate and complex NPK fertilizers, and carries out approximately



20% of global ammonia trade. Historically, the majority of Yara’s production system has been located in Europe. However, the com pany’s growth initiatives in recent years have extended its presence into other markets and regions around the world. Yara has developed a global presence unrivalled in the fertilizer industry, with a global distribution and marketing network including more than 200 terminals, warehouses, blending plants and bagging facilities located in more than 50 countries. Yara has built a knowledge margin in the market, based on its insight into local markets, close customer relations, agronomic expertise and ability to develop new product offerings from its extensive production base. Building on its comprehensive knowledge base, Yara is stepping up its innovation efforts. The company’s R&D has created innovative crop nutrition concepts and environmental solutions that position Yara well in growing markets. In the future, innovation will drive Yara’s ability to thrive on the business opportunities involved in solving major global challenges, such as those of food security and climate change. One element of this is the need for innovative concepts that can close the growing gap between food demand and supply, for a future global population of more than nine billion. Closing the existing yield gap and doubling agricultural production by 2050 requires improved agricultural productivity – based on sustainable, knowledge-based solutions. In 2011, Yara’s R&D costs were NOK 123 million, compared with NOK 102 million in 2010.
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Yara’s global footprint, both in terms of production assets and market presence, delivers industry-leading flexibility, meaning that challenging conditions experienced by an individual plant or market can normally be mitigated through sourcing or sales arbitrage within the wider Yara system. The majority of Yara’s operational cash costs are variable, as purchases and plants are adjustable at short notice in the event of delivery slowdowns. Increased energy costs in Europe can be mitigated by import ing instead of producing ammonia: Yara is the global leader in ammonia trading and shipping and most of the company’s European production facilities have access to deep-sea import/ export terminals for ammonia. Yara also has the world’s largest fertilizer storage capacity. This means that the company can build up stocks before peak periods, to cope with delivery volatility and take advantage of geographical arbitrage opportunities.



– expected for completion during 2012. Yara has a 25% ownership share in Qafco and currently markets approximately 50% of the company’s urea production. Yara continued to deliver on its growth ambitions during 2011. A new world-scale urea plant replacing old assets started up at the Sluiskil production site in the Netherlands in July 2011, with a total investment cost of EUR 400 million. The plant increases Yara’s urea capacity by approximately 500,000 tons per year, taking advantage of urea upgrading margins on excess ammonia capacity in Sluiskil. The new plant also improves the site’s energy efficiency, environmental performance and maintenance costs.



Yara has firm growth ambitions, to continue realizing profitable growth based on its track record of consistently generated strong earnings through the business cycle. Yara has a scalable business model enabling synergies through improved utilization of its mar keting and distribution system. Since its launch as an independent company in 2004, Yara has built an industry-leading track record in profitable acquisitions and green/brownfield investments.



During 2011, Yara announced further brownfield expansion pro jects within its existing asset base. In Belle Plaine (Canada) Yara is studying a potential world-scale ammonia/urea expansion, and in Porsgrunn (Norway) a smaller investment and de-bottlenecking program will increase NPK capacity by approximately 300,000 tons by 2013. In early 2012, Yara increased its share in the Burrup (Australia) ammonia plant from 35% to 51% and announced a Heads of Agreement with Orica and Apache Energy to construct a 330,000 tons p.a. technical ammonium nitrate facility adjacent to the existing ammonia plant.



STRONG EARNINGS AND GROwTH OPPORTUNITIES



MARKET CONDITIONS



Going forward, Yara’s focus on growth opportunities will remain combined with strict valuation and capital discipline. When evaluating growth projects, Yara will always start by assessing the synergies it can potentially realize, compared with estimated competitor synergies. Market and business cycle assumptions are carefully considered and compared with estimates of the seller’s and alternative buyers’ views. Timing is essential in creating value from acquisitions, and we combine a continuous search for projects with patience and discipline in execution. Yara’s growth initiatives focus on increasing the company’s access to competi tive raw materials, expanding its presence in high-growth mar kets and participating in consolidation in mature markets.



After increasing in through 2010, prices of agricultural com modities remained at a high level during 2011, although declining modestly through the year. The FAO Food Price Index average for 2011 reached its highest level so far, and exceeded its previous 2008 peak by 14%. Even the price level at the end of the year exceeded the 2008 average. Despite the very strong incentives to farm on more acreage, and to increase fertilizer application in order to increase yields, estimates the US Department of Agriculture that grain production during 2011/12 will only match consumption, leaving global grain stocks unchanged. Fundamentals for ferti lizer demand remained strong through 2011. However, macro economic turbulence, modestly declining crop prices, and a higher fertilizer price level all contributed to reduced willingness to buy earlier than necessary. Fertilizer markets turned weaker in the fourth quarter, as normal pre-buying for the Northern hemi sphere spring did not take place due to increased risk aversion.



Yara’s production in competitive gas areas will further increase with the ongoing Qafco 5 and Qafco 6 expansion projects, which started in 2007 with the construction of two world-scale ammo nia and urea plants in Qatar – at a total cost of USD 3.8 billion



NET INCOME AFTER NONCONTROLLING INTEREST



EBITDA NOK billion,



15



2007–2011



12



20 16



NOK billion, 2007–2011



9
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6



8
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CROGI (12-MONTH ROLLING AVERAGE)



ROCE (12-MONTH ROLLING AVERAGE)



25 20



Percent, 2007–2011



30 24



Percent, 2007–2011



15



18



10



12



5



6



0
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2008



2009



2010



2011



For urea, the supply-demand balance was not only supported by strong demand, but also by stronger restrictions on Chinese urea exports. From exporting 7.0 million tons in 2010, the official number for urea exports reached only 3.6 million tons in 2011. In addition, due to strong export taxes, as much as 1 million tons are likely to have been exported either in small bags ( 180 days



2011 2010



9,181 7,278



7,420 5,664



753 678



346 254



74 81



589 602



NOK millions



Total



Neither past due nor impaired



< 30 days



30 - 90 days



91 - 180 days



> 180 days



2011 2010



8,680 6,644



7,398 5,601



749 666



334 239



71 65



127 74



Total



Impairment on not past due receivables



< 30 days



91 - 180 days



> 180 days



Net trade receivables Past due but not impaired



Impairment of trade receivables



NOK millions



2011 2010



(502) (634)



(21) (63)



Impairment on past due receivables 30 - 90 days



(4) (11)



(13) (16)



(3) (16)



(461) (528)



Note 17



Prepaid expenses and other current assets 



NOK millions



Notes



2011



2010



28 28 28



875 30 75 543 723 689 2,935



625 81 139 762 732 526 2,866



Notes



2011



2010



28 28



5,868 1



2,946 



802



VAT and sales related taxes Financial derivatives Commodity derivatives and embedded derivatives Prepaid income taxes Prepaid expenses Other current assets Total



28



Note 18



Cash, cash equivalents and other liquid assets 



NOK millions



Cash and cash equivalents Other liquid assets 



Cash and cash equivalents have a maturity of three months or less. External bank deposits in subsidiaries that are not available for the use of the Group at 



31 December 2011 is NOK 311 million (2010: NOK 196 million). 



Other liquid assets comprise bank deposits with maturity between three months and one year. 



The average interest rate for liquid assets is approximately 2.9% as of 31 December 2011 (2010: 2.9%). 
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Note 19



Share information 



On 10 May 2011, the General Meeting of Yara approved a share buy-back program, authorizing the Board of Directors for a period of 12 months to let the Company acquire up to 5% of total shares in the open market and from the Norwegian State. The purchase price shall not be less than NOK 10 nor more than NOK 1,000. Shares acquired may either be used for cancel lation, or, according to decision by the Board of Directors, as consideration in commercial transactions. The 2011 buy-back program is similar to previ ous years’ programs. Yara’s largest shareholder, the Norwegian State, has committed to sell a pro portionate part of its shares, leaving the State’s ownership unchanged at 36.21%. The compensation to the State will be equal to the average price paid in the market for the buy-back of shares, plus interests of NIBOR +1%, calculated from the date of the acquisition of the corresponding shares. During 2011, Yara purchased 300,000 shares for a total consideration of NOK 88.7 million under the 2010 share buy-back program, and further



2,200,000 shares for a total consideration of NOK 558.7 million under the 2011 share buy-back program. Yara also purchased 19,137 own shares that were reissued to employees together with the 15 shares held by the employee trust at the beginning of the year. At 31 December 2011, no shares were owned by the employee trust. The trust is included in the consolidated financial statements. During 2010, Yara purchased 450,000 shares for a total consideration of NOK 115.4 million under the share-buy back program. Yara also purchased 15,500 own shares that were reissued to employees together with 652 shares held at the beginning of the year. At 31 December 2010, 15 shares were still held by the employee trust. Dividend proposed for 2011 is NOK 7.00 per share, amounting to NOK 1,998 million. Dividend approved for 2010 and paid out in 2011 was NOK 1,584 million.



Ordinary shares



Own shares



1)



Total at 31 December 2009



288,831,918



(667)



Treasury shares - share buy-back program 2) Treasury shares - employee trust Total at 31 December 2010



 288,831,918



(450,000) 652 (450,015)



Treasury shares - share buy-back program 2) Redeemed shares Norwegian State 3) Shares cancelled 3) Treasury shares - employee trust Treasury shares - share buy-back program 3) Total at 31 December 2011



 (425,759) (750,000)   287,656,159



1) Including employee trust. 



2) As approved by General Meeting 11 May 2010. 



3) As approved by General Meeting 10 May 2011. 



(300,000)  750,000 15 (2,200,000) (2,200,000)
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Note 20



Earnings per share 



NOK millions, except number of shares



Earnings Net income for the purposes of basic earnings per share (profit for the year attributable to the shareholders of Yara International ASA) Number of shares Weighted average number of ordinary shares for the purposes of basic earnings per share



2011



2010



12,066



8,729



287,321,413



288,680,758



The denominators for the purpose of calculating basic earnings per share have been adjusted for the buy-back of own shares and redemption of shares held by the Norwegian State, see note 19.



Note 21



Non-controlling interests 



NOK millions



2011



Total at 1 January Share of profit for the year Dividends distributed Disposals Share capital increase Companies acquired Currency effect Total at 31 December



(149) (24) 22 10 (17) 2 (157)



2010



(158) (64) 71  (4)  5 (149)



NON-CONTrOLLING INTErESTS ArE mAINLY rELATED TO ThE FOLLOWING UNITS



Company name



AS Ammonia Yara Agri Trade Misr SAE Yara East Africa Ltd Yara Cameroun s.a. Yara Alboran S.A. Yara Brasil Fertilizantes S.A. Other Total at 31 December



Registered office



Non-controlling interests



Denmark Egypt Kenya Cameroun Spain Brazil



33.3% 49.0% 30.0% 35.0% 47.0% -



2011



(57) (34) (30) (14) (13) (8) (157)



Non-controlling interests



33.3% 49.0% 30.0% 35.0% 1.5%



2010



(58) (39) (30) (13) (4) (6) (149)
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Note 22



Employee retirement plans and other similar obligations 



The Group companies provide various retirement plans in accordance with local regulations and practices in the countries in which they operate. Defined benefit plans are generally based on years of service and final salary levels, offering retirement benefits in addition to what is provided by state pension plans. Most of the defined benefit plan obligations are covered by external insurance companies or by pension funds that are legally separated from the companies. By definition, both investment risk and actuarial risk (i.e. the actual level of benefits to be paid in the future) are retained by the Group companies. 



Defined contribution plans require the companies to make agreed contri butions to a separate fund when employees have rendered services entitling them to the contributions. The companies have no legal or constructive obligation to pay further contributions. Some companies make contributions to multi-employer pension plans included in a joint arrangement with others. All multi-employer plans are accounted for as defined contribution plans. Some companies have recognized provisions for jubilee benefits, which are classified as Other long-term employee benefits.



LONG-TErm EmpLOYEE BENEFIT OBLIGATIONS rECOGNIzED IN ThE STATEmENT OF FINANCIAL pOSITION NOK millions



Defined benefit plans Prepayments for defined benefit plans Net liability for defined benefit plans



Notes



14



Termination benefits Other long-term employee benefits Net long-term employee benefit obligations recognized in Statement of financial position



2011



2010



(2,529) 483 (2,045)



(2,077) 457 (1,620)



(59) (86) (2,190)



(92) (86) (1,797)



ExpENSES FOr LONG-TErm EmpLOYEE BENEFIT OBLIGATIONS rECOGNIzED IN ThE STATEmENT OF INCOmE NOK millions



Notes



Defined benefit plans Defined contribution plans Multi-employer plans Termination benefits Other long-term employee benefits Net expenses recognized in Statement of income Of which classified as Payroll and related costs Of which classified as Interest expense and other financial items



DEFINED BENEFIT pLANS



Yara International ASA and Norwegian subsidiaries have incurred obliga tions under a funded defined benefit plan. The pension plan was closed to new entrants in 2006 and employees below the age of 55 received a paid-up policy for previously earned benefit entitlements. The defined benefit plan was replaced by a defined contribution plan from the same date. Further pension obligations in Norway include certain unfunded pension arrange ments as well as an early retirement scheme. Normal retirement age is 67 with the option for early retirement from the age of 62. A majority of Yaras obligations under defined benefit plans are related to subsidiaries within the Eurozone. Employees of Yaras Dutch subsidiaries are members of a funded pension plan. Employees born before 1950 and who were in service before 2006 are entitled to a pension scheme based on final salary at the age of retirement. Normal retirement age is 65 with the option for early retirement from the age of 61. All other employees are members of an Average Pay scheme. Obligations in Finland include the statutory TyEL pension scheme as well as a further defined benefit plan which is closed to new entrants. Both schemes are covered by pension funds. The TyEL pension scheme provides



5 7



2011



2010



(161) (109) (37) (20) (31) (358)



(199) (92) (41) (63) (38) (433)



(351) (6)



(366) (67)



for a flexible retirement age from 63 to 68 based on the employee’s salary each year and with accelerated earning of retirement benefits beyond the age of 63. There is also a possibility for early retirement at the age of 62 with a permanent reduction of benefits. Subsidiaries of Yara are also liable to retirement benefits in France, Ger many, Belgium and Italy within the Eurozone. The pension plan in Great Britain is funded and provides retirement bene fits based on final salary. Normal retirement age is 62 except for some con tracts with retirement age of 65. Other defined benefit plan obligations include employees of subsidiaries in Sweden, Trinidad and South Africa. Most defined benefit plans include benefits in case of disability, death in service and death after retirement, which are included in the valuation of liabilites. The provision for defined benefit plans also includes liabilities for medical plans in Great Britain, Trinidad and South Africa with a total of NOK 35 million (2010: NOK 34 million).
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Defined benefit obligations by origin: NOK millions



2011



Eurozone Great Britain



Norway



Other Total 



vALUATION OF DEFINED BENEFIT OBLIGATIONS



The defined benefit plans are valued at 31 December using updated financial and demographical assumptions and taking into account the relevant economic environment of each pension plan.



(5,810) (2,447) (1,925) (363) (10,544)



2010



(5,545)



(2,182)



(1,829) (315) 



(9,870)



The discount rate is a weighted average of the yields at the balance sheet date on AA credit rated corporate bonds, or government bonds where no deep market exists for AA credit rated corporate bonds. The discount rate is adjusted by extrapolation if neccessary, to take into account differences in maturities.



The following financial assumptions have been applied for the valuation of liabilities (weighted average in %):



Discount rate Expected rate of salary increases Future rate of pension increases



2011



2010



4.4 3.5 2.1



4.7 3.6 2.2



2011



2010



Actuarial valuations provided the following results: NOK millions



Present value of fully or partially funded liabilities for defined benefit plans Present value of unfunded liabilities for defined benefit plans Present value of liabilities for defined benefit plans Fair value of plan assets Past service cost not recognized in the Statement of financial position (unvested)



Increase in defined benefit obligation due to regulations in IFRIC 14 1)



Social security tax liability on defined benefit plans



Net liability recognized for defined benefit plans 



(8,939) (1,605) (10,544)



(8,323) (1,547) (9,870)



8,573 13 (87) (2,045)



8,355 



16 



(61)



(60)



(1,620)



1) Yara is committed to making minimum contributions to the pension fund in Great Britain until 2015 to compensate a past service funding deficit from 2008. In 2010 the present value of the agreed deficit contributions exceeded the net pension obligation. As Yara does not have an unconditional right to a refund of surplus from the pension fund, IFRIC 14 required the recognition of an additional liability in 2010. Following the valuation at 31 December 2011, the minimum funding requirement is not expected to lead to excess value of pension plan assets over the recoverable amount, and there is no longer a need to recognize an additional liability.



pENSION COST rECOGNIzED IN STATEmENT OF INCOmE



The assumptions used to value the defined benefit obligations at 31 December are used in the following year to determine the net pension cost. The expected long-term rate of return on plan assets is based on forecasts of expected return for individual asset classes and the determined long-term portfolio structure for each of the pension funds. Forecasts are based on long-term historical average returns, taking into account current yield level and expected inflation. The following financial assumptions have been applied for the valuation of pension cost items (weighted average in %):



Discount rate Expected rate of return on plan assets Expected rate of salary increases Future rate of pension increases



2011



2010



4.7 5.4 3.6 2.2



5.1 5.6 3.6 2.3
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The following items have been recognized in the Statement of income: NOK millions



2011



Current service cost Contribution by employees Past service cost (vested) Settlements 1) Social security cost Payroll and related costs



(180) 20 (8) 17 (5) (156)



(173) 15 (4) 32 (4) (134)



Interest on obligation Expected return on plan assets Interest expense and other financial items



(456) 451 (5)



(484) 419 (65)



Net pension cost recognized in Statement of income



(161)



(199)



2010



1) Settlements are related to termination of certain employee benefit obligations in France (2010: Norway and France)



SENSITIvITY OF ASSUmpTIONS



Measurement of defined benefit obligations and pension costs requires the use of a number of assumptions and estimates. Below table indicates the sensitivity of the most material financial assumptions applied to the defined



NOK millions



benefit obligation (DBO) and pension cost items, by showing the result from an increase or decrease in any one of the assumptions applied (all other assumptions held constant).



DBO at 31 Dec 2011



Service Cost 2011



Interest cost 2011



Actual valuation



(10,544)



(180)



(456)



Discount rate +0.5% Discount rate -0.5% 



(9,812) (11,324)



(160) (201)



(501) 



(410)



Expected rate of salary increase +0.5% Expected rate of salary increase -0.5% 



(10,647) (10,441)



(187) (172)



(462) 



(450)



Expected rate of pension increase +0.5% Expected rate of pension increase -0.5% 



(11,199) (9,967)



(192) (168)



(482) 



(432)



Development of defined benefit obligations NOK millions



Defined benefit obligation at 1 January Current service cost Interest cost Actuarial gains / (losses) Past service cost Obligation transferred on disposal of subsidiaries 1) Settlements 2) Benefits paid Transfer of obligation (in)/out Exchange difference on foreign plans Defined benefit obligation at 31 December 1) Obligations transferred were related to disposal of subsidiaries in Italy and South Africa 



2) Settlements are related to termination of certain employee benefit obligations in France (2010: Norway and France) 



2011



(9,870) (180) (456) (457) (6) 17 464 (18) (40) (10,544)



2010



(9,808) (173) (484) (340)  20 32 495 (7) 394 (9,870)
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Development of plan assets NOK millions



2011



2010



Fair value of plan assets at 1 January Expected return on plan assets Actuarial gains / (losses) on plan assets Employer contributions Employees' contributions Benefits paid Transfer of plan assets in/(out) Exchange difference on foreign plans Fair value of plan assets at 31 December



8,355 451 (233) 298 20 (354) 5 30 8,573



7,975 419 444 207 15 (357) 5 (353) 8,355



The actual return on plan assets in 2011 was a positive NOK 218 million (2010: positive NOK 863 million).



plan assets are comprised as follows: NOK millions



2011



2011



2010



2010



Equity instruments Debt instruments Investments/lending to Yara Group companies 1) Property Bank deposits Other Total plan assets



2,761 4,597 146 215 395 459 8,573



32% 54% 2% 3% 5% 5% 100%



2,981 4,389 147 177 134 527 8,355



36% 53% 2% 2% 2% 6% 100%



1) Loan from Pension fund to Yara Suomi Oy (Finland)



Contributions expected to be paid to the defined benefit plans for 2012 is NOK 657 million (including benefits to be paid for unfunded plans). The increase from 2011 company contributions total of NOK 408 million, is primarily due to an additional contribution required to meet coverage ratio requirements of the Dutch pension plan. Actuarial (gains) / losses recognized in other comprehensive income NOK millions



2011



Actuarial (gains) / losses on obligation for defined benefit plans Actuarial (gains) / losses on plan assets for defined benefit plans Increase / (decrease) in social security tax liability on actuarial (gains) / losses for defined benefit plans (Norway only) Increase/ (decrease) in recognized liability for defined benefit plans due to regulations in IFRIC 14 (current period) Other Net change in actuarial (gains) / losses for defined benefit plans Change in deferred tax related to actuarial (gains) / losses for defined benefit plans 1) Actuarial (gains) / losses recognized from equity-accounted investees (net of tax)



Total actuarial (gains) / losses recognized in other comprehensive income 



2010



457 233 27 (61) 655



340 (444) (1) (41) 2 (144)



(151) 118 622



41 



(16)



(119)



1) Includes impact from reduction of tax percentage in Finland ang Great Britain.



Actuarial gains and losses include experience adjustments, reflecting the difference between estimated and actual changes in obligations and plan assets during the year, as well as the impact of change in assumptions when measuring the present value of pension liabilities at year-end with revised assumptions.



Actuarial gains and losses are permanently recognized directly in retained earnings in the period in which they occur. The cumulative amount of actuarial losses recognized in other comprehensive income is NOK 1,846 million (2010: NOK 1,224 million).



historical information NOK millions



Present value of the defined benefit obligation Of which impact of experience adjustments Fair value of plan assets Of which impact of experience adjustments Deficit in the plan 1) 1) Social security cost is not included



2011



2010



2009



2008



2007



(10,544) (50)



(9,870) 113



(9,808) 81



(10,339) (380)



(8,759) 53



8,573 (233) (1,972)



8,355 444 (1,515)



7,975 516 (1,833)



7,827 (1,204) (2,513)



7,761 (183) (997)
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Note 23



Provisions and contingencies 



NOK millions



Environmental



Restructuring



Legal Claims



Decommission



Other



Total



Balance at 1 January 2010



148



152



186



131



43



660



Additional provision in the year Interest expense on liability Reclassification 1) Unused provision Utilisation of provision Companies purchased/sold Currency translation effects Balance at 31 December 2010



63 1 1 (3) (23)  (6) 181



85 (1) (8) (90) (7) 131



32 13 1 (48) (53) 8 138



87 (5) (19) (45) (8) 142



134 (1) (12) (16)  12 160



401 14  (76) (201) (45) (1) 751



Additional provision in the year Interest expense on liability Reclassification 1) Unused provision Utilisation of provision Companies purchased/sold Currency translation effects Balance at 31 December 2011



55 1  (3) (23)  (2) 209



14 2 (9) (69) (1) 67



55 10 (65) (26) (8) 105



47  (39)  150



130 20 (17) (256) 2) 1 2 39



301 13 20 (94) (413) 1 (9) 571



1) Reclassification of items previously presented as other liabilities 2) Mainly related to Hydrochem Africa



prOvISIONS prESENTED IN ThE CONSOLIDATED STATEmENT OF FINANCIAL pOSITION NOK millions



Current liabilities Non-current liabilities Total



2011



2010



318 252 571



321 430 751



ENvIrONmENTAL



OThEr



Yara’s future cost for environmental clean-up depends on a number of uncer tain factors, such as the extent and type of remediation’s required. Due to uncertainties inherent in the estimation process, it is possible that such esti mates could be revised in the near term. In addition, conditions which could require future expenditures may be determined to exist for various sites, including Yara’s major production facilities and product storage terminals. The amount of such future costs is not determinable due to the unknown timing and extent of corrective actions which may be required.



Other consists of various provisions for constructive obligations as a result of past events.



Yara’s operations are subject to environmental laws and regulations. These laws and regulations may change, and such changes may require that the Group makes investments and/or incurs costs to meet more stringent emis sions standards or to take remedial action related to e.g. soil contamination. rESTrUCTUrING



Restructuring mainly relates to closure or significant reorganisation of busi ness locations in a country or region. The provision is a best estimate based on the detailed formal plan for the business and location affected. LEGAL CLAImS



Yara is party to a number of lawsuits in various jurisdictions arising out of the conduct of its business. None of these lawsuits, individually or in aggre gate, is anticipated to have a material adverse effect on Yara. DECOmmISSION



Provisions have been made where Yara has legal or constructive obligations for decommission as a result of past events.



CONTINGENCIES



A subsidiary has received a claim for payment of local sales taxes of approx imately NOK 150 million. Yara contests the claim, both as to the actual lia bility and the amount, and has undertaken appropriate legal actions to reject the claim. Based on external legal advice, the main part of the claim has not been recognized. The case is ongoing and subject to uncertainty with regard to timing and final outcome. In April 2011 Yara decided to initiate an external investigation related to the establishment and follow-up of Yara’s interest in Libyan Norwegian Fertilizer Company (Lifeco), and in parallel notified The Norwegian National Author ity for Investigation and Prosecution of Economic and Environmental Crime (Økokrim) of the possibility that criminal offenses may have occurred before October 2008 in connection with the negotiations preceding the company’s investment in Libya. Yara subsequently widened its investigation to comprise other issues including an earlier unrealized project aimed at establishing a joint venture in India, and an initial investigation uncovered a payment of USD 1 million to a third party. Økokrim launched an investigation following these notifications from Yara, and subsequently charged the company with violation of the Norwegian penal code paragraph 276a, cf paragraph 276b. At this stage, it is not possible to estimate the outcome of these investigations and potential financial effects for Yara.
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Note 24



Long-term debt by currencies 



Weighted average interest rates



Denominated 



amounts 2011 



NOK (Coupon NIBOR + 2.50%) 1) 



NOK (Coupon NIBOR + 3.75%) 1) 



NOK (Coupon 7.40%) 2) 



NOK (Coupon 8.80%) 3) 



USD (Coupon 5.25%) 2) 



USD (Coupon 7.88%) 4) 



Total unsecured debenture bonds 



5.5% 6.7% 7.5% 8.9% 5.9% 8.3%



USD 



EUR 



BRL (Brazil) 



COP (Colombia) 



MXN (Mexico) 



Total unsecured bank loans 1) 



0.9% 6.3% 5.4% 6.5% -



NOK millions, except percentages and denominated amounts



2011 



2010 



300 



300 



325 



1,000 



500 



500 



300 300 341 1,068 3,059 2,966 8,032



300 



299 



324 



998 



2,969 



2,879 



7,769 



370 



10 



1,500 



- 



2,219 2 32 5 2,257



2,955 156 



43 



5



53 



3,212 



231 146 33 410



191 



147 



-



337 



Lease obligation



Mortgage loans



Other long-term debt



Total 



10,700 (420) 10,280



Outstanding long-term debt



Less: Current portion



Total 



11,319 (180) 11,139



1) Repricing within a year.



2) Fixed interest rate until 2014. Subject to fair value hedge accounting, see note 27.



3) Fixed interest rate until 2016. Subject to fair value hedge accounting, see note 27.



4) Fixed interest rate until 2019. 



At 31 December 2011, the fair value of the long-term debt, including the current portion, was NOK 11,835 million and the carrying value was NOK 10,700 million.



balances include issuance discount, capitalised issuance costs and fair value adjustments (see note 27 for further information about fair value of finan cial instruments).



Yara builds its funding on a negative pledge structure with the basic funding ranging pari passu. Substantially all unsecured debenture bonds and unse cured bank loan agreements therefore contain provisions restricting the pledging of assets. The exisiting pledge through mortgage loans is due to legal requirements.



Yara’s additional long-term funding is based on bank loans. At year end, Yara had a USD 180 million term loan from the Nordic Investment Bank that will be repaid with linear instalments between June 2012 and Decem ber 2023 and a USD 190 million drawing on the bank facility due 2013. A further minor portion of long-term debt was borrowed in emerging mar kets. A USD 300 million bank facility due 2015 was not drawn, as were USD 200 million of the facility due 2013.



Of the long-term debt at the end of 2011, the USD 1,003 million bond debt originated from Yara’s December 2004 and June 2009 bond issues in the US market according to 144A/Regulation S. A further NOK 2,008 million orig inated from Yara’s March 2009 bond issues in the Norwegian market. These



Of the fixed interest rate debenture bonds, NOK 1,325 million and USD 100 



million is exposed to floating interest rates through interest rate swaps. 



CONTrACTUAL pAYmENTS ON LONG-TErm DEBT



NOK millions



2012



2013



2014



2015



2016



Thereafter



Total 1) Of which Yara International ASA is responsible for NOK 8,032 million.



Debentures



300 



-



3,699 



-



1,068 



2,966 8,032 1)



Bank Loans



99 



1,243 



96 



92 



94 



633 



2,257



Capital lease and other long-term loans



21 



25 



34 



17 



22 



290 



410 



Total



420 



1,268 



3,829 



109 



1,184 



3,889 10,700
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Note 25



Trade payables and other payables 



NOK millions



Trade payables Payroll and value added taxes Prepayments from customers Other liabilities Total



Notes



2011



2010



27 27



6,309 972 945 297 8,523



5,605 855 1,392 260 8,111



Notes



2011



2010



28



384  324 707



804 577 587 1,968



6.3% 1.4%



3.0% 3.0% 1.1%



27 28



Note 26



Bank loans and other short-term interest-bearing debt 



NOK millions



Bank loans and overdraft facilities 1) Commercial papers Other Total Weighted Average Interest Rates Bank loans and overdraft facilities 2) Commercial papers Other 2) 1) Overdraft facilities mainly in emerging markets 2) Repricing minimum annually



At 31 December 2011, Yara has unused short-term credit facilities with various banks totalling approximately NOK 7.5 billion.
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Note 27



Risk management and hedge accounting 



rISK mANAGEmENT pOLICIES



Risk management in Yara is based on the principle that risk evaluation is an integral part of all business activities. Yara has established procedures for determining appropriate risk levels for the main risks and monitoring these risk exposures. Based on the overall evaluation of risk, Yara may use deriva tive instruments such as forward contracts, options and swaps to reduce exposures.



The Group may seek to manage the effects of these risks by using derivative financial instruments to hedge these risk exposures. The use of financial derivatives is governed by the Group’s policies approved by the Board of Directors, which provide written principles on foreign exchange risk, interest rate risk, credit risk, the use of financial derivatives and non-derivative finan cial instruments, and the investment of excess liquidity. CUrrENCY rISK



Yara’s business model and positions provide natural hedges to reduce busi ness risks inherent in the market. The most important of these is the quality and efficiency of Yara’s production facilities, which ensures its competitive position. Furthermore, Yara’s geographical spread supports a diversified gas supply, reducing the impact of regional price changes, and a reduced expo sure to the inherent seasonality of the fertilizer business. Yara’s substantial sales of differentiated products, comprising specialty fertilizers and industrial products, also contribute to more stable margins for the business as a whole. Finally, a certain correlation between energy prices and fertilizer prices reduces the volatility in Yara’s results. Yara is focused on maintaining a sound funding structure. Main elements of the funding strategy are to secure long-term debt and to base the funding of Yara on diversified capital sources to avoid dependency on single markets. The financial structure of Yara gives Yara the necessary flexibility to capture the right industrial opportunities when they arise. As such opportunities typically materialize in periods characterized by industry margins and earn ings below peak levels, Yara will seek to maintain adequate financial capacity throughout the business cycle. Yara aims to maintain a long-term mid invest ment grade rating level, i.e. minimum BBB according to Standard & Poor’s methodology and Baa2 according to Moody’s methodology. Yara maintained the Baa2 rate from Moody’s and the BBB rate from Standard & Poor’s during 2011. The debt/equity ratio at the end of 2011, calculated as net interest-bearing debt divided by shareholders’ equity plus non-controlling interests, was 0.12 compared with 0.27 at the end of 2010. The Yara Group is not subject to any externally imposed capital requirements. There were no principal changes in the Group’s approach to capital manage ment during the years ending 31 December 2011 and 31 December 2010. However, due to strong cash flow and significant divestments, including sale of Yaibera Holding (Rossosh), the Group has through the year accumulated a liquidity surplus kept in short-term bank deposits. Yara’s Finance & Treasury function provides services to the business, co-ordi nates access to domestic and international financial markets, monitors and manages the financial risks relating to the operations of the Group through internal risk reports which analyses exposures by degree and magnitude of risks. These risks include market risk (including currency risk, interest rate risk and commodity price risk), credit risk and liquidity risk. The Finance & Treasury function reports regularly to the Group’s management.



Prices of Yara’s most important products are either directly denominated or determined in US dollars. In markets outside the US, local prices will generally adjust to fluctuations in the US dollar exchange rate, however with a certain time lag. Yara’s raw materials costs, such as natural gas used in the production of ammonia, are either denominated in US dollars or highly correlated to changes in the US dollar exchange rate. In order to hedge Yara’s long-term expo sure to fluctuations in the US dollar exchange rate, Yara incurs most of its debt in US dollars. A certain portion of the total debt is, however, kept in various local currencies in order to finance local currency exposed business positions. Yara manages foreign currency exchange rate risks by adjusting the composi tion of the debt portfolio to changes in Yara’s overall risk exposure. Derivative instruments are also utilized to manage foreign currency exchange rate risk related to forecast purchases and sales or to offset short-term liquidity needs in one currency with surplus liquidity in another currency. Such forward con tracts are not designated as hedging instruments for accounting purposes. Changes in fair value are therefore recognized in the income statement. The foreign exchange loss for the year was NOK 215 million, compared with a loss of NOK 676 million in 2010. Throughout the year, the part of Yara’s US dollar debt established to hedge future earnings was kept in the range of USD 900 -1,000 million (2010: USD 1,100-1,400 million). Exchange differences from foreign operations resulted in a gain of NOK 313 million recognized in the statement of other comprehensive income (2010: gain NOK 517 million). Yara’s exposure is mainly related to subsidiaries with func tional currencies US dollars, Canadian dollars and Euro. At 31 December 2011 Yara’s equity exposure to US dollar was 15% of the total book value of equity, to Canadian dollar 20% and to Euro 28% (2010: US dollar: 37%, Canadian dollar: 28%, Euro: 18%). Sensitivity



A 10% weakening of US dollars or Euro against Norwegian kroner and other functional currencies at 31 December would have increased/(decreased) profit or loss by the amounts shown below. This analysis is done for illustra tive purposes only, taking into consideration only the effect on financial instruments in the balance sheet as at year-end. Since all other variables are assumed to remain constant, the analysis does not reflect subsequent effects on operating income, EBITDA or equity. The analysis was performed on the same basis for 2010.



NOK millions



2011



USD -10%, gain/(loss) EUR -10%, gain/(loss) 1)



1,125 511



1) The shift in EUR sensitivity from 2010 to 2011 reflects changes in internal positions.



2010



757 (214)
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A 10% weakening of the Norwegian kroner against the above currencies at 31 December would have had the equal but opposite effect to the amounts shown above. A 10% weakening of US dollars, Canadian dollars or Euro against Norwegian kroner and other functional currencies at 31 December would have increased/



(decreased) other comprehensive income by the amounts shown below. This analysis is done for illustrative purposes only, taking into consideration only the effect on equity in foreign operations as at year-end. Since all other vari ables are assumed to remain constant, the analysis does not reflect subsequent effects on equity. The analysis was performed on the same basis for 2010.



NOK millions



2011



USD -10%, increase/(decrease) in other comprehensive income CAD -10%, increase/(decrease) in other comprehensive income



EUR -10%, increase/(decrease) in other comprehensive income 



A 10% weakening of the Norwegian krone against the above currencies at 31 December would have had the equal but opposite effect to the amounts shown above. INTErEST rATE rISK



Yara’s exposure to changes in interest rates is mainly linked to fair value risk and cash flow risk from its debt portfolio as disclosed in note 24. Yara has



(654) (917) (1,272)



2010



(1,113) 



(840) 



(538)



chosen to retain a significant part of its debt at fixed interest rates. During 2011, Yara has kept USD 400 million of the USD 500 million fixed interest bond issued in 2004 and the entire USD 500 million fixed interest bond issued in 2009 as fixed interest rate debt. Information about financial instruments designated as hedge instruments is presented in the derivative section below.



At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was: NOK millions



2011



2010



Net interest-bearing debt at 31 December



5,539



9,540



Fixed portion of bonds Net interest-bearing debt less fixed portion of bonds



5,358 180



5,257 4,283



Sensitivity



The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. Therefore changes in interest rates will not affect the interests on the USD 900 million portion of the bond debts which are not hedged. Yara Group has no interest-bearing financial instru ments where effects are booked in other comprehensive income. Therefore equity will not be affected by interest rate changes. An increase of 100 basis points in USD interest rates at the reporting date would have decreased profit or loss by NOK 26 million (2010: NOK 36 mil lion). An increase of 100 basis points in NOK interest rates at the reporting date would have increased profit or loss by NOK 22 million (2010: NOK 8 million decrease). All other variables remain constant. This analysis is done for illustrative purposes only, taking into consideration only the effect on financial instruments in the balance sheet as at year-end. The analysis is performed on the same basis for 2010. A decrease of 100 basis points at the reporting date would have increased/decreased profit or loss with the same amounts. COmmODITY prICE rISK



A major portion of Yara’s operating revenues is derived from the sale of ammonia, urea and other fertilizers that may generally be classified as com modities. Yara also purchases natural gas, electricity and other commodi ties. The prices of these commodities can be volatile and may create fluctua tions in Yara’s earnings. To manage this risk, Yara’s financial policy prioritizes maintaining a low debt/equity ratio and maintaining liquidity reserves. Periodically Yara utilizes derivative instruments to manage certain price risk exposures and also for some position taking within the limits



established by the risk management policies. A limited number of ordinary sales and purchase contracts contain price links against other products that are regarded as embedded derivatives recognized at fair value. The reason for embedding other price links in these contracts is normally to secure a margin for Yara. Information about commodity derivatives is presented in the derivative section below. Besides that, there are no other financial instruments that are exposed to the commodity price risk. CrEDIT rISK



Yara has a well-established system for credit management with established limits at both customer and country level. Yara’s geographically diversified portfolio reduces the overall credit risk of the Group. Credit risk arising from the inability of the counterparty to meet the terms of Yara’s financial instrument contracts is generally limited to amounts, if any, by which the counterparty’s obligations exceed Yara’s obligations. Yara’s policy is to enter into financial instruments with various international banks with estab lished limits for transactions with each institution. Due to Yara’s geographi cal spread and significant number of customers there are no significant concentrations of credit risk. Therefore, Yara does not expect to incur mate rial credit losses on its portfolio or other derivative financial instruments. The exposure to credit risk is represented by the carrying amount of each class of financial assets, including derivative financial instruments, recorded in the statement of financial position. Yara undertakes a number of meas ures that reduce credit risk of particular receivables. Such measures include letters of credit, bank guarantees and credit insurance agreements. Effect of credit risk reduction from these measures is not considered to be material for the Group.
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FUNDING AND LIQUIDITY rISK



The capital structure of the Group consists of debt, which includes the borrowings disclosed in notes 24 and 26, cash and cash equivalents and equity attributable to equity holders of the parent, comprising paid-in capital and retained earnings as disclosed in notes 19, 20 and statement of changes in equity. Main elements of the funding strategy are the establishment of a long-term debt base and the security and flexibility obtained by funding through diversified capital sources and avoidance of dependency on single institutions or markets. 



Yara manages liquidity risk by maintaining adequate reserves and committed 



bank facilities and by continuously monitoring forecast and actual cash flows 



and matching the maturity profiles of financial assets and liabilities. Yara aims 



at an even debt repayment schedule and has secured committed undrawn 



credit facilities to provide sufficient reserves to meet unforeseen liquidity needs. 



Included in notes 24 and 26 are overviews of undrawn facilities that the Group 



has at its disposal. 







The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact of netting agreements: 



31 DECEmBEr 2011



NOK millions



Non-derivative financial liabilities Short-term interest-bearing debt Long-term interest-bearing debt Obligations under finance leases Accrued interest expense Accounts payables Payroll and value added taxes Other short-term liabilities Other long-term liabilities Derivative financial instruments Freestanding financial derivatives Outflow Inflow Commodity derivatives Outflow Inflow Hedge designated derivatives Outflow Inflow Total



Carrying amount



(707) (10,469) (231) (105) (6,309) (972) (224) (32)



Contractual cash flows



(708) (13,097) (233) (105) (6,309) (970) (224) (35)



On demand



(310)  (135) (52) (9) (6)



6 months or less



(284) (526) (12) (105) (5,848) (855) (103) 1



6-12 months



(114) (340) (10)  (326) (62) (112) (1)



1-2 years



 (649) (21)  (1)  (18)



2-5 years



 (6,180) (58)  (5)



More than 5 years



 (5,402) (132) (6)



(5) (3,295) 3,284



-



(3,295) 3,284



-



-



-



-



(38) 85



-



(38) 60



25



-



-



-



(132) 307



-



72



(53) 9



(44) 87



(35) 139



(984)



(646)



(6,139)



37



167



(18,850)



(21,470)



(512)



(7,649)



(5,540)



31 DECEmBEr 2010



NOK millions



Non-derivative financial liabilities Short-term interest-bearing debt Long-term interest-bearing debt Obligations under finance leases Accrued interest expense Accounts payables Payroll and value added taxes Other short-term liabilities Other long-term liabilities Derivative financial instruments Freestanding financial derivatives Outflow Inflow Commodity derivatives Outflow Inflow Hedge designated derivatives Outflow Inflow Total



Carrying amount



(1,968) (11,128) (191) (121) (5,605) (855) (190) (72)



Contractual cash flows



(2,016) (14,738) (293) (121) (5,607) (855) (192) (75)



On demand



(477)  (133) (51) (6) (6)



6 months or less



6-12 months



1-2 years



2-5 years



(1,393) (187) (15) (121) (5,472) (760) (81) (1)



(146) (458) (16)  (1) (43) (105) (1)



 (952) (55)  (8)



 (7,091) (77)  (27)



(52) 



(57) 60



(150) 156



More than 5 years



 (6,050) (130) (32)



105 (5,763) 5,874



-



(5,504) 5,618



40



(35) 143



-



(35) 73



46



24



-



-



70



-



13



10



23



24



-



(766)



(965)



105



66



(19,854)



(23,608)



(674)



(7,867)



(7,166)



(6,171)
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DErIvATIvE INSTrUmENTS NOK millions



2011



2010



Fair value of derivatives Share options Forward foreign exchange contracts Interest rate swaps Interest rate swaps designated for hedging Embedded derivatives in sales and purchase contracts 1) Commodity derivatives 1) Balance 31 December



(5)  167 42 (4) 199



(5) 45 64 66 102 3 276



Derivatives presented in the statement of financial position Non-current assets Current assets Non-current liabilities Current liabilities Balance 31 December



167 105 (73) 199



130 221 (5) (70) 276



1) Mainly natural gas and oil products.



Yara is committed to outstanding forward foreign exchange contracts as follows NOK millions



2011



2010



Forward foreign exchange contracts, notional amount



4,820



6,591



All outstanding contracts at 31 December 2011 have maturity in 2012. Buy positions are mainly in Norwegian kroner and US dollars. Sell positions are in various operating currencies, mainly Euro and Canadian dollars. The total gain recognized in the net income on derivative designated as fair value hedge was NOK 103 million (2010: NOK 26 million). hEDGE ACCOUNTING Fair value hedge USD bond debt



The interest rate swap designated as a hedge instrument outstanding at 31 December 2011 is a fixed to floating interest rate swap for USD 100 million. The hedged risk is the change in fair value due to changes in risk-free interest rates (LIBOR) of a USD 100 million portion of the US dollar bond debt from 2004. The swap has identical interest basis, interest payment dates and matu rity (2014) to the hedged debt and is assessed to be highly effective. The change in fair value of the derivative is recognized in consolidated statement of income, and is offset by an opposite change in fair value of the correspond ing portion of the bond debt. At 31 December 2011 the loss on the fair value hedge included in the carrying amount of the fixed rate debt was NOK 68 million (2010: loss NOK 66 million). There is not recognized any ineffective ness in 2010 or 2011.



effective. The changes in fair value of the derivatives are recognized in consoli dated statement of income, and is offset by opposites change in fair value of the corresponding portions of the bond debt. At 31 December 2011 the loss on the fair value hedges included in the carrying amounts of the fixed rate debt was NOK 99 million (2010: loss NOK 64 million). The ineffectiveness recognized as expense in statement of income in 2011 is NOK 13 million. Cash flow hedges



In 2004, Yara used interest rate swaps to hedge the future cash flows of a USD 300 million portion of the December 2004 bond issue. The loss on these contracts was recognized directly in equity and will be reclassified into interest expense and income tax over the duration of the bond (due in 2014). The reclassification into interest expense for 2011 was NOK 11.5 mil lion (2010: NOK 11 million) and the related deferred tax benefit was NOK 3.2 million (2010: NOK 3 million). In 2007, Yara used interest rate derivatives to hedge the future cash flows of a USD 300 million portion of the June 2009 bond issue. The loss on these contracts was recognized directly against equity and will be reclassified into interest expense and income tax over the duration of the bond (due in 2019). The reclassification into interest expense for 2011 was NOK 3 million (2010: NOK 2.8 million) and the related deferred tax benefit was NOK 0.8 million (2010: NOK 0.8 million).



NOK bond debt



hedge of net investment



In 2011, Yara has reclassified the long term NOK interest swaps from freestand ing to designated for hedging. The hedged risk is the change in fair value due to changes in risk-free interest rates (NIBOR) of the NOK 1,000 million and NOK 325 million bond debt from 2009. The swaps have different interest payment dates (semi-annualy vs. annually), but identical interest basis and maturity (2016 and 2014 respectively) to the hedged debt and are assessed to be highly



At 31 December 2011, the Group held in total USD 290 million (2010: USD 490 million) of debt designated as hedges of net investments in foreign enti ties. The hedges were assessed to be highly effective. At 31 December 2011 the hedges had a fair value of NOK 90 million recognized as a gain in other comprehensive income (2010: gain NOK 90 million). There is not recog nized any ineffectiveness in 2011 and 2010.
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Note 28



Financial instruments 



CArrYING AmOUNTS ShOWN IN ThE STATEmENT OF FINANCIAL pOSITION, prESENTED TOGEThEr WITh FAIr vALUE pEr CATEGOrY 31 DECEmBEr 2011



NOK millions



Non-current assets Other non-current assets Current assets Trade receivables Prepaid expenses and other current assets Other liquid assets Cash and cash equivalents Non-current liabilities Other long-term liabilities Long-term interest-bearing debt Current liabilities Trade and other payables Other short-term liabilities Bank loans and other interest-bearing debt Current portion of long-term debt



Notes



Derivatives at fair value through profit and loss



13,14,22,27



16 17,27 18 18







 105  



Derivatives designated as hedging instruments



Loans and receivables



Availablefor-sale financial assets



167



942



283



-



8,680 1,564 1 5,868



-



Financial liabilities at amortized cost



Non financial assets and liabilities



Total



-



483



1,875



-



1,267 -



8,680 2,935 1 5,868



 24







-



-



-



(32) (10,280)



(202) 



(234) (10,280)



25



(73)   



 -



-



-



(7,505) (105) (707) (420)



(945) (796)  



(8,523) (901) (707) (420)



(193)



(1,706)



Non financial assets and liabilities



Total



26 26



Total



32



167



17,054



283



(19,049)



Fair value Unrecognized gain/loss 



32 



167 -



17,054 -



283 -



(20,270) 



(1,221) 1)



Loans and receivables



Availablefor-sale financial assets



Financial liabilities at amortized cost



1) Unrecognized loss on financial instruments at amortized cost is mainly related to long-term interest-bearing debt with fixed interest rate. See note 24.



31 DECEmBEr 2010



NOK millions



Non-current assets Other non-current assets Current assets Trade receivables Prepaid expenses and other current assets Other liquid assets Cash and cash equivalents Non-current liabilities Other long-term liabilities Long-term interest-bearing debt Current liabilities Trade and other payables Other short-term liabilities Bank loans and other interest-bearing debt Current portion of long-term debt



Notes



Derivatives at fair value through profit and loss



13,14,22,27



64



66



1,341



340



-



457



2,269



16 17,27 18 18



 221  



-



6,644 1,151 802 2,946



-



-



1,494 -



6,644 2,866 802 2,946



(5) 



 -



-



-



(72) (11,139)



(206) 



(283) (11,139)



(70)   



 -



-



-



(6,649) (121) (1,968) (180)



(1,392) (642)  



(8,111) (763) (1,968) (180)



(288)



(6,917)



24



25 26 26



Derivatives designated as hedging instruments



Total



210



66



12,885



340



(20,130)



Fair value Unrecognized gain/loss 



210 



66 -



12,886 2



340 -



(21,159) 



(1,029) 1)



1) Unrecognized loss on financial instruments at amortized cost is mainly related to long-term interest-bearing debt with fixed interest rate. See note 24.
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Below is an overview of gains and losses from financial instruments recognized in the consolidated statement of income and consolidated statement of other comprehensive income, including amounts recognized on disposal of financial instruments:



NOK millions



Notes



Derivatives at fair value through profit and loss



Derivatives designated as hedging instruments



Loans and receivables 2)



Availablefor-sale financial assets



Financial liabilities at amortized cost 2)



Total



2011 Consolidated statement of income Commodity based derivatives gain/(loss) Interest income/(expense) and other financial income/ 



(expense) 



Foreign exchange gain/(loss) 



Consolidated statement of comprehensive income Available-for-sale investments - change in fair value 1) Hedge of net investments 1) Reclassification adjustments related to: - cash flow hedges 1)2) - available-for-sale investments disposed of in the year 1)2)



27



(72)







-



-



-



27 



(35)



56



-



3



-



23



27



21



-



-



-



-



21



13 27



-



-



-



37 -



-



37 -



27 13



-



15 -



-



(3)



-



15 (3)



(87)



71



-



37



-



20



(61)







-



-



-



(61)



Total



(72) 



2010 Consolidated statement of income Commodity based derivatives gain/(loss) Interest income/(expense) and other financial income/ (expense) 



Foreign exchange gain/(loss) 



Consolidated statement of comprehensive 



income 



Available-for-sale investments - change in fair value 1) Hedge of net investments 1) Reclassification adjustments related to: - cash flow hedges 1)2) - available-for-sale investments disposed of in the year 1)2)



27 27



49



12



-



3,580



-



3,641



27



190



-



-



-



-



190



13 27



 -



14 -



-



(48) (1,961)



(17) -



(48) (17) 14 (1,961)



178



26



-



1,571



(17)



1,758



27 13



Total 1) Amounts are presented before tax 



2) Effects of foreign currency exchange on other financial instruments than derivatives are not included in the overview. 



prINCIpLES FOr ESTImATING FAIr vALUE



Trade payables and other short-term debt



The following summarizes the major methods and assumptions used in estimating fair values of financial instruments reflected in the table.



Interest-free short-term payables are discounted if it has material impact on fair value. Fair value is assumed to be equal to the carrying amount.



Equity securities available-for-sale



Foreign exchange contracts and interest rate swaps



The fair value of investments in listed companies is based on year-end quoted market prices. Available-for-sale instruments that are not traded in active markets are measured based on recent market transactions and valuation techniques. An approach to maximize the use of market inputs and rely as little as possible on entity-specific inputs is used when measurements are based on valuation techniques.



The fair value of foreign exchange contracts and interest rate swaps is based on their listed market price, if available. If a listed market price is not available, fair value is estimated by discounting the difference between the con tractual forward price and the current forward price for the residual matu rity of the contract using a risk-free interest rate (based on government bonds) if this has material impact on fair value.



Trade receivables and other receivables



Commodity derivatives and embedded derivatives



Interest-free receivables are discounted if it has a material impact on fair value. The carrying amount has been reduced for impaired receivables and reflects a reasonable approximation of fair value.



Certain purchase and sales contracts constitute derivatives or contain embedded derivatives within the scope of IAS 39. Derivatives under IAS 39 are recognized at fair value in the statement of financial position with changes through the statement of income. The commodity derivative category constitutes derivatives with a wide range of different caracteristics and comprises both commodity based financial contracts as well as non-finan cial purchase and sales contracts with maturity mainly from 3 months to 15 months.



Cash and cash equivalents



Fair value is assumed to be equal to the carrying amount. Long-term interest-bearing debt and other long-term liabilities



Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest cash flows. Since there is no active market with quoted prices, we have used valuation techniques to estimate the fair value. It is estimated by using LIBOR with different maturities as a benchmark rate and adding a credit margin derived from recent transactions or other information available.
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The fair value of commodity contracts constitute the unrealized gains and losses represented by the present value of future gains and losses for which the price is fixed in advance of delivery. Fair value of the embedded derivatives is calculated as present value of the difference between the price of non-closely related commodity (embedded derivative) and a pricing model which in the best way reflects market price of the contract commodity. All commodity contracts are bilateral contracts, or embedded derivatives in bilateral contracts, for which there are no active markets. Fair value of all items in this category, is therefore calculated using valuation techniques with maximum use of market inputs and assumptions that reasonably reflect factors that market participants would consider in setting a price, relying as little as possible on entity-specific inputs. Fair values of commodity contracts are especially sensitive to changes in forward commodity prices. None of the derivatives in this category are designated in hedge rela tionships.



FAIr vALUE hIErArChY



The table below analyses financial instruments carried at fair value, by valu ation method at 31 December 2011. The different levels have been defined as follows: Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities. Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices). Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).



NOK millions



Level 1



Equity securities available-for-sale Foreign exchange contracts



Interest rate contracts designated as hedging instrument



Commodity derivatives and embedded derivatives 



Level 2



Level 3



30 167 -



283 75



283 



30 



167 



75



196



358



555



(35) (4)



 (34)



(35)



(38)



(39)



(34)



(73)



   



Total assets at fair value







Foreign exchange contracts Commodity derivatives and embedded derivatives 



 



Total liabilities at fair value







Total



There were no transfers between Level 1 and 2 in the period. The following table shows a reconciliation from the beginning balances to the ending balances at 31 December 2011 for fair value measurements in Level 3 of the fair value hierarchy: NOK millions



Opening balance Total gains or (losses): in income statement 1) in other comprehensive income 2) Purchases Disposals Closing balance



Equity securities available-for-sale



Derivatives - assets



337



136



(13) 34 25 (101)



(61)  



283



75



Derivatives - liabilities



(34)



Share option



Total



(5)



434



 -



5 -



(69) 34 25 (101)



(34)



-



324



1) Loss of NOK 13 million is included in “Interest income and other financial income”, loss of NOK 61 million is included in “Other income” and gain of NOK 5 million is included in “Payroll and related cost”. 2) Gain of NOK 34 million is disclosed as “Available-for-sale investments – change in fair value”.
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Although Yara believes that its estimates of fair value are appropriate, the use of different assumptions could lead to different measurements of fair value. For fair value measurements in Level 3 of the fair value hierarchy, changing one or more of the assumptions would have the following effects: Sensitivity of fair value measurement for Level 3 financial instruments Effect on profit or loss NOK millions



Effect on other comprehensive income



Favourable



(Unfavourable)



Favourable



(Unfavourable)



Embedded derivative in energy contract Unlisted equity securities 



34 -



(15) 



 64



-



(63) 



Total 



34



(15)



64



(63)



The favourable and unfavourable effects on the embedded derivative in an energy contract are calculated by increasing/ decreasing the input of relevant oil-product forward prices by 20%. All other variables remain constant. The favourable and unfavourable effects on the fair value of the unlisted equity securities are calculated using the same model but with an increasing/ decreasing of the electricity prices used in the model by 20%. All other variables remain constant.



Note 29



Secured debt and guarantees 



NOK millions



2011



2010



Amount of secured debt



146



147



Assets used as security Machinery and equipment, etc. Buildings and structural plant Other (including land and shares) Total



31 160 3 195



1 183 5 188



9 16 2,671 2,696



15 218 4,335 4,568



Guarantees (off-balance sheet) Contingency for discounted bills Guarantees of debt in the name of equity-accounted investees Non-financial guarantees Total



Guarantees of debt include parent company guarantees issued on behalf of equity-accounted investees covering external credit facilities in the name of the equity-accounted investees. Yara could be required to perform in the event of a default by the entity guaranteed. Guarantees of debt issued on behalf of consolidated companies are not included since at any time the drawings under such credit lines are included in the consolidated statement of financial position. The guarantee obligations under such guarantees are at any time limited to the amount drawn under the credit facility. Non-financial guarantees consist of commercial guarantees related to con tract obligations (Bid Bonds, Performance Guarantees and Payment Guaran tees) and various mandatory public guarantees (Customs Guarantees, Receiv able VAT Guarantees) recorded as off-balance sheet liabilities. These guarantees are issued on behalf of Yara International ASA, its subsidiaries and equity-accounted investees. The guarantor could be required to perform in the event of a default of a commercial contract or non-compliance with public authority regulations. NOK 1,865 million of the non-financial guarantees are issued as parent company guarantees, while NOK 806 million are issued as bank guarantees, mainly on behalf of Yara International ASA. Guarantees issued to public authorities covering tax and VAT liabilities are not included as these obligations are already included in the consolidated statement of financial position.



Total non-financial guarantees decreased by NOK 1,664 million from last year end. The decrease is mainly a result of the completion of the Urea 7 pro ject. CONTINGENT LIABILITIES rELATED TO ThE DE-mErGEr FrOm NOrSK hYDrO ASA



Under the Norwegian Public Limited Companies Act, Yara may be contin gently liable for obligations established by Norsk Hydro ASA prior to the de-merger, unless the right to enforce against Yara any rights to payments (or other rights) has been specifically waived by the party holding the right. Following the de-merger of Hydro’s oil and gas division in 2007, these obli gations may now be allocated to either Hydro or Statoil ASA. At the end of 2011, Yara remains contingently liable for approximately NOK 400 million of such outstanding guarantees. Hydro also has unfunded pension liabilities. To the extent such liabilities have accrued prior to the consummation of the de-merger, Yara is contin gently liable for such liabilities as a matter of the joint and several liability provided by Norwegian law. Hydro’s unfunded pension liabilities, calcu lated in accordance with Hydro’s accounting policies, amounted to approx imately NOK 2 billion at demerger March 24, 2004 and have been reduced by payments thereafter.
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Note 30



Contractual obligations and future investments 



NOK millions



Investments 2012



Investments Thereafter



232 29 261



-



Contract commitments for investments in property, plant and equipment Contract commitments for other future investments



Total



TAKE-Or-pAY AND LONG-TErm CONTrACTS



Investments Total



232 



29 



261



1)



Yara has entered into take-or-pay and long-term contracts providing for future payments to transportation capacity, raw materials and energy. Yara has marketing and off-take agreements with some of our equity-accounted investees, see note 12. ThE NON-CANCELABLE FUTUrE OBLIGATION AT 31 DECEmBEr 2011 NOK millions



Transport and other



2012 2013



2014



2015



2016



Thereafter



Total 



Raw materials



(337) (180) (180) (42)   (739)



Energy related



(2,005) (1,828) (1,551) (795) (458) (218) (6,855)



Total



(906) (575) (547) (406) (24) (24) (2,482)



(3,059) 



(2,583) 



(2,279) 



(1,242) 



(483) 



(242) 



(9,887)



1) The amounts are calculated based on minimum contracted quantities and market prices at 31 December 2011.



The total purchases under the take-or-pay agreements and long-term contracts were NOK 1,194 million in 2011(2010: NOK 841 million). NOK millions



2012



2013



2014



2015



2016



Total



Sales commitments 2)



1,060



649



377



42



21



2,149



2) Sales commitments are mainly related to industrial products.



See note 22 for future obligations related to pensions. 



See note 23 for provisions and contingencies. 



See note 27 for future commitments to outstanding forward foreign exchange contracts. 



See note 31 for future commitments related to lease arrangements. 
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Note 31



Operating lease commitments 



Operating leases related to buildings, offices, equipment and vessels. Total minimum future rentals due under non-cancelable operating leases are: NOK millions



2011



2010



Within year 1 Within year 2 Within year 3 Within year 4 Within year 5 After 5 years Total



888 625 501 465 329 545 3,354



945 609 508 446 426 859 3,793



Due to the strategic importance of shipping capacity of ammonia for Yara’s business, Yara has a number of operating leases on vessels. The commitments in relation to this are the main part of total minimum future rentals amounting to NOK 2,104 million. The commitments due to these arrangements vary depending on the contract length for each vessel. No purchase options exist on the vessels. There are no restrictions imposed by lease arrangements, such as those concerning dividends and additional debt. For some of the vessels there are renewal options that Yara can exercise.



OpErATING LEASE ExpENSES INCLUDED IN OpErATING COST AND ExpENSES ArE:



NOK millions



Operating lease expense



2011



2010



(1,094)



(1,107)



Note 32



Related parties 



ThE NOrWEGIAN STATE



YArA pENSION FUND



At 31 December 2011 the Norwegian State owned 104,164,517 shares, rep resenting 36.2% of the total number of shares issued. The National Insur ance Fund, Norway owns 18,730,105 shares, representing 6.5% of the total number of shares issued.



Yara International ASA has arranged most of the company’s pension plans through Yara Pension Fund and Yara has during 2011 contributed premium to the pension plans. BOArD OF DIrECTOrS



EQUITY-ACCOUNTED INvESTEES



Transactions with equity-accounted investees are described in note 12.



Members of the Board of Directors are elected for two year terms. Their rights and obligations as board members are solely and specifically provided for the company’s articles of association and Norwegian law. The company has no significant contracts in which a board member has a material interest.
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BOArD OF DIrECTOrS COmpENSATION 2011 AND NUmBEr OF ShArES OWNED 31 DECEmBEr 2011 



NOK thousands, except number of shares



Øivind Lund, Chairperson 3) Elisabeth Harstad 3) Leiv L. Nergaard 1) 4) Kristine Haukalid 2) Svein Flatebø 2) 3) Thor Giæver, Board secretary 2) Hilde Merete Aasheim 4) Bernt Reitan 4) Geir Olav Sundbø 2)



Compensation



Number of shares



477 289 324 164 272  330 312 254



6,000 26,923 380 1,438 490 8,000 147



1) Includes shares owned directly and through fully owned companies. 



2) Interest-free loan of NOK 5 898 given through a trust in accordance with a Yara share purchase offer. 



3) Members of the compensation committee in 2011. 



4) Members of the audit committee in 2011. 



Compensation of Board of Directors was NOK 2,290 thousand in 2010. The chairperson and the members of the board have no agreements for further compensation due to termination or changes in the position.



COmpENSATION 2011 AND NUmBEr OF ShArES OWNED BY ThE DEpUTY BOArD mEmBErS AT 31 DECEmBEr 2011 



NOK thousands, except number of shares



Compensation



Frank Andersen 1) Geir Dahlman 1) Tone Petersheim 1) Stig Myrland 1) Karl Edvard Juul 1) Per Rosenberg 1)



Number of shares



88 



    



424 



426 



226 



147 



147 



147 



1) Interest-free loan of NOK 5 898 given through a trust in accordance with a Yara share purchase offer. 



YArA ExECUTIvE mANAGEmENT



NOK thousands



Jørgen Ole Haslestad Hallgeir Storvik Tor Holba Egil Hogna Yves Bonte Terje Bakken (till March 31, 2011) Torgeir Kvidal (From April 1, 2011) Trygve Faksvaag Hakan Hallén Bente Slaatten 1) Fixed cash amount as part of new Long Term Incentive plan (see description below)



Salary



Performance bonus related to 2010



Long term incentive plan 1)



Other benefits



Pension benefits



5,440 3,509 2,615 3,159 4,117 564 1,511 2,170 2,507 1,870



2,020 1,459 1,269 1,309 1,987 702 908 548



1,570 835 630 749 1,047 520 416 472 364



257 224 1,111 245 1,432 214 166 297 204 201



2,392 769 1,790 709 525 237 278 456 978 414
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The total salary, including performance-based bonuses for Yara Executive Management was NOK 29,945 thousand in 2010. Other benefits amounted to NOK 5,306 thousand in 2010. In addition pension benefits earned during 2010 were NOK 8,679 thousand. Remuneration related to share incentive rights was NOK 10,230 thousand in 2010. The Remuneration related to Long Term Incentive Plan was NOK 6,199 thousand in 2010. Of the Executive Management one member is currently on international assignment contract, namely Tor Holba. The base salary in the international assignment contract is a guaranteed net compensation. Yara covers any taxes and/or social security premiums due. In the above table the net compensation is grossed-up using the applicable tax rate. For the international assignment contracts, the benefits linked to their agreement are included in ‘other bene fits’ and are grossed-up using the applicable tax rate. pErFOrmANCE rELATED BONUS



For the Executive Management a performance related bonus scheme is estab lished. Awards are depending on the achievement of specified performance crite ria for Yara and the individual. The on-target bonuses range from 28% to 35% of the base salary depending on management position. The maximum bonus is 200% of the target bonus with an absolute maximum of 50% of the base salary. pENSIONS BENEFITS



Jørgen Ole Haslestad participates in the ordinary pension scheme of employ ees in Norway (as described in note 22) with retirement age of 65 years. He is also entitled to an early retirement benefit at age 62 of 70% of the pensionable income calculated on a 10 years earning period. A deduction shall be made pro rata in case of less than 10 years earning period. Tor Holba is a members of the Yara IEC (International Employment Com pany) Pension Plan. This plan is a defined contribution plan and provides the members with a lump sum when they reach the age of 60. Yves Bonte is a member of the Yara Belgium pension plan. This plan is a defined contribution plan and provides the members with a lump sum when they reach the age of 65. The employer contribution is calculated on the annual base salary and amounts to 4.79% up to the legal ceiling and 15% above that. The other members of Yara Executive Management are included in Yara’s ordi nary pension scheme for employees in Norway. Until 1 July 2006 this was a final salary based defined benefit scheme. From 1 July 2006 it has been switched to a defined contribution scheme for all employees under the age of 55. TErmINATION AGrEEmENTS



The members of Yara Executive Management are subject to termination in accordance to applicable law. There are however a few specific termination agreements. For Jørgen Ole Haslestad a notice of 6 months is applicable, in case of termination, and a minimum severance payment of 6 months base salary. For Tor Holba a notice of 3 months is applicable, in case of termina tion, and a minimum severance payment of 1.5 months per year of service with a maximum of 24 months (that he has reached).



GUIDELINES FOr rEmUNErATION TO mEmBErS OF ExECUTIvE mANAGEmENT



In accordance with the Norwegian Public Limited Companies Act § 6-16 a, the Board of Directors will prepare a separate statement related to the deter mination of salary and other benefits for the Executive Management. The statement will be presented for the Annual General Assembly. The guidelines for the coming accounting year are unchanged from the previous year and the remuneration to Executive Management has been in accordance with these guidelines. Yara’s policy concerning remuneration of the CEO and the other members of Yara’s Executive Management Group is to provide remuneration opportuni ties which: • Are competitive to recruit and retain executives • Reward the Executives’ performance, measured as his/her contribution to the overall success of Yara • Support the creation of sustainable shareholder value Yara’s remuneration of the Executive Management Group consists of the following elements: Base pay, an annual incentive bonus, a retirement plan, death and disability coverage and other components such as car, phone expenses, etc. In addition, executives on expatriate contracts have various other costs covered by the company. Executive Management members being employed in Norway can take part in the annual offer to all perma nent Yara employees in Norway where they can buy Yara shares to a value of NOK 7,500 with a tax-exempt discount of NOK 1,500. The annual incentive bonus represents performance-driven variable com pensation components based on financial and non-financial performance, such as profitability and HES (Health, Environment and Safety) results, at Company and/or Segment level. The maximum pay-out will not exceed 50% of annual base salary, unless special circumstances dictate otherwise. To increase the alignment between Executives and Shareholder’s interests and to ensure retention of key talent in the company, a Long Term Incentive plan has been approved by the Board. This Long Term Incentive program provides a fixed cash amount to the eligible top executive, who is required to invest the net amount after taxes in Yara shares within a period of one month after grant. The acquired shares are locked in for a period of three years after the purchase. After this period the executive is free to keep or sell the shares at his/her discretion. All new pension plans in Yara shall be Defined Contribution plans. All Executives below age 55 (per 1 July 2006) on Norwegian employment con tracts are part of the Defined Contribution Retirement plan. The retirement age is 65 and there are no special severance clauses in the contract. Salary and other benefits earned in 2011 are disclosed above. For additional information about existing pension plans see note 22.
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Note 33



External audit remuneration 



Deloitte AS (Deloitte) is Yara’s auditor. A few subsidiaries of Yara International ASA have appointed other audit firms. The following table shows total audit and other services delivered to the group by the appointed auditor. NOK thousands



Audit fee



Assurance services



Tax services



Other audit services



Total



2011 Deloitte Norway Deloitte Abroad



Total Deloitte 



4,509 18,394 22,903



145 310 455



53 2,205 2,258



64 831 895



4,771 



21,741 



26,512



Others Total 



1,196 24,099



304 759



437 2,695



380 1,275



2,317 



28,829



2010 Deloitte Norway Deloitte Abroad



Total Deloitte 



4,822 22,523 27,345



664 635 1,299



46 1,106 1,152



17 1,220 1,237



5,549 



25,484 



31,033



Others Total 



841 28,186



120 1,419



106 1,258



134 1,371



1,201 



32,234



Note 34



Post balance sheet events 



Yara International ASA and OCP S.A. have agreed to establish a 50/50 joint venture in Brazil and the entry into corresponding phosphate rock supply and other commercial arrangements. The proposed joint venture will as a first step involve OCP gaining a 50% interest in Yara’s existing terminal and pro duction plant in Rio Grande. Through the joint venture, OCP and Yara will have access to the existing port, terminal and storage facilities, which they plan to develop through investments in the short to medium term. Yara’s Rio Grande SSP plant has an annual capacity of approximately 650 kilotons, con suming approximately 350 kilotons of phosphate rock. OCP and Yara expect that completion of the investment and the agreements will take place in sec ond quarter 2012, subject to regulatory approval. On 1 February 2012, Yara acquired additional 16% of Burrup Holdings Lim ited (BHL) for USD 143 million, increasing its ownership share in the com pany to 51%. Concurrently, Apache Energy has acquired the remaining 49% of the shares in BHL, and signed a new shareholders’ agreement with Yara. The wholly-owned BHL subsidiary, Burrup Fertilisers Pty Ltd (BFPL), oper ates an ammonia plant completed in 2006 and located at the Burrup Penin sula in Western Australia, with an annual production capability of approxi mately 850,000 metric tons. BFPL entered into a revised long-term natural gas supply contract with Apache Energy in November 2011. Yara will consolidate BHL and its subsidiaries from the acquisition date, including possible goodwill, and measure all identifiable assets acquired and liabilities assumed at their acquisition-date fair values. The 49% interest of Apache will be presented as non-controlling interests in Yara’s statement of financial position. Yara’s previously held 35% equity interest will be remea



sured at fair value, and the gain or loss, if any, will be recognized in first quar ter 2012 statement of income. The carrying value of this investment was NOK 1,899 million as at 31 December 2011. On 1 March 2012 Yara signed a heads of agreement with Orica and Apache via joint venture to build a 330,000 metric tons ammonium nitrate plant on the Burrup peninsula and to distribute ammonium nitrate and other explo sives products to mining customers in the Pilbara region. Yara will be the operator of the ammonium nitrate plant and Orica will manage the sales and distribution. Final agreement is subject to concluding negotiations on the contract for the engineering, procurement and construction of the ammo nium nitrate plant and Board approvals. The parties are targeting commence ment of construction by mid 2012. Yara and Orica will each have a 45% inter est and Apache the remaining 10%. In April 2011 Yara International ASA initiated an external investigation of possible corruption. During 2012 the investigation has uncovered unaccept able payments from the company’s former associated entity in Switzerland. The Norwegian National Authority for Investigation and Prosecution of Eco nomic and Environmental Crime (ØKOKRIM) has been notified of the new findings. Further investigations are now taking place to clarify how such pay ments have been carried out and authorized. The main findings will be pub lished when the investigation report is finalized. See also note 23, page 110. The Board of Directors propose to the Annual General Meeting a dividend of NOK 7 per share for 2011.
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Yara International ASA Income statement



NOK millions



Revenues Other income Revenues and other income Raw materials, energy costs and freight expenses Change in inventories of own production Payroll and related costs Depreciation and amortization Other operating expenses Operating costs and expenses



Notes



2011



2010



6,16



772 772



757 667 1,424



2,3 4,5 6



Operating income Financial income/(expense), net Income before tax Income tax expense Net income Appropriation of net income and equity transfers Dividend proposed Retained earnings Total appropriation



(22) 8 (418) (29) (583) (1,044) (272)



7,16



(31) (7) (384) (27) (576) (1,025) 399



2,538 2,266



4,706 5,106



8



(363) 1,903



(409) 4,697



14



1,998 (95) 1,903



1,584 3,113 4,697
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Yara International ASA Balance sheet 31 DECEmBER



NOK millions



Notes



2011



2010



8



5



4



9



16



10



11,13



139 74 14 5,286 21,381 18 203 27,115



188 



72 



13 



5,352 21,013 20 



153 



26,812



11 



40 5 10,716 207 4,971 15,940



39 



59 



11,599 175 



800 



1,486 14,158



43,055



40,970



ASSETS Non-current assets Deferred tax assets Intangible assets Property, plant and equipment Shares in subsidiaries Intercompany receivables Shares in associated companies Other non-current assets Total non-current assets Current assets Inventories Trade receivables Intercompany receivables Prepaid expenses and other current assets Other liquid assets Cash and cash equivalents Total current assets Total assets



16



13



11 
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Yara International ASA Balance sheet 31 DECEmBER



NOK millions



Notes



2011



2010 



485 117 603



490 



435 



926 



LIABILITIES AND ShArEhOLDErS' EQUITY Equity Share capital reduced for treasury stock Premium paid-in capital Total paid-in capital Retained earnings - Treasury shares Shareholders' equity



14 



Non-current liabilities Employee benefits Other long-term liabilities Long-term interest bearing debt Total non-current liabilities



2



15 



Current liabilities Bank loans and other interest-bearing short-term debt Current portion of long-term debt Dividends payable Intercompany payables Current income tax Other current liabilities Total current liabilities



11,16 15



14



16



8



13 



Total liabilities and shareholders' equity



7,873 (555) 7,921



8,044 (115) 8,855



509 1 7,732 8,242



388 



155 



8,800 9,344



343 300 1,998 23,491 329 431 26,893



1,764  1,584 18,632 424 



367 



22,772



43,055



40,970



The Board of Directors of Yara International ASA Oslo, 22 March 2012



Øivind Lund Chairperson



Elisabeth Harstad Board member



Leiv L. Nergaard Board member



Hilde Merete Aasheim Board member



Bernt Reitan Board member



Kristine Haukalid Board member



Svein Flatebø Board member



Geir O. Sundbø Board member



Jørgen Ole Haslestad President and CEO
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Yara International ASA Cash flow statement



NOK millions



Notes



Operating activities Operating income Adjustments to reconcile operating income to net cash provided by operating activities Depreciation and amortization Tax received/(paid) Dividend received from subsidiaries and associated companies Group relief received Interest and bank charges received/(paid) Other



4,5 8



Change in working capital Trade receivables Short term intercompany receivables/payables Prepaid expenses and other current assets Trade payables Other current liabilities Net cash provided by operating activities Investing activities Acquisition of property, plant and equipment Acquisition of other long-term investments Net sales/(purchases) of short-term investments Net cash from/(to) long term intercompany loans Proceeds from sale of long-term investments Net cash provided by/used in investing activities Financing activities Loan proceeds Principal payments Purchase of treasury stock Redeemed shares Norwegian State Dividend paid Net cash used in financing activities Foreign currency effects on cash flows Net increase/(decrease) in cash and cash equivalents Cash and cash equivalents at beginning of period Cash and cash equivalents at the end of period



4 11



14 14 14



2011



2010



(272)



399



29 (376) 51 3,170 669 5



27 (41) 312 2,081 786 (15)



53 4,241 287 (15) (373) 7,469



(31) 2,364 730 26 (383) 6,254



(5) (27) 800 (29) 98 838



(1) (18) (800) (678) 22 (1,475)



(2,506) (647) (116) (1,584) (4,854)



6,784 (8,923) (115) (1,300) (3,554)



31



50



3,484 1,486 4,971



1,276 211 1,486
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Notes to the accounts



Note 1



Accounting policies 



GENErAL



Interest income



The financial statements for Yara International ASA have been prepared in accordance with the rules of the Norwegian Accounting Act and generally accepted accounting practice in Norway (NGAAP). Financial statement preparation requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses as well as disclosures of contingencies. Actual results may differ from estimates.



Interest income is recognized in the income statement as it is accrued, based on the effective interest method.



Yara International ASA was established on 10 November 2003, for the pur pose of acting as the transferee company in the demerger of Hydro Agri from Norsk Hydro ASA. Until the completion of the de-merger, there were no sub sidiaries or operational activity in Yara International ASA. For information about risk management see note 13 to the Yara International ASA financial statements and note 27 to the consolidated financial state ments.



rECEIvABLES



Trade receivables and other receivables are recognized at nominal value, less the accrual for expected losses of receivables. The accrual for losses is based on an individual assessment of each receivable. COST OF SALES AND OThEr ExpENSES



In principle, cost of sales and other expenses are recognized in the same period as the revenue to which they relate. In instances where there is no clear connection between the expense and revenue, the apportionment is estimated. Other exceptions to the matching criteria are disclosed where appropriate. INCOmE TAxES



Yara International ASA provides financing to most of the subsidiaries in Nor way as well as abroad. See note 16. The information given in note 24 to the consolidated financial statements on payments on long-term debt also applies to Yara International ASA. The accompanying notes are an integral part of the financial statements. FOrEIGN CUrrENCY TrANSACTIONS



Realized and unrealized gains and losses on transactions, assets and liabili ties denominated in a currency other than the functional currency of Yara International ASA that do not qualify for hedge accounting treatment, are included in net income. rEvENUE Sale of goods



Revenue from sale products including products sold in international com modities markets is recognized when the products are delivered to the cus tomer, assuming the risk and rewards have been transferred to the cus tomer. Yara’s rebate arrangements include fixed-rate rebates or variable rate rebates increasing with increasing volumes. For variable rate rebates, the estimated rebate is accrued at each revenue transaction, and the accrual is adjusted at the end of each “rebate period”, which typically is the end of a fertilizer season.



Deferred income tax expense is calculated using the liability method in accordance with Norsk RegnskapsStandard (“NRS”) regarding Income Taxes (“Resultatskatt”). Under this standard, deferred tax assets and liabili ties are measured based on the differences between the carrying values of assets and liabilities for financial reporting and their tax basis, which is con sidered temporary in nature. Deferred income tax expense represents the change in deferred tax asset and liability balances during the year except for deferred tax related to items charged in other comprehensive income. Changes resulting from amendments and revisions in tax laws and tax rates are recognized when the new tax laws or rates are enacted. INTANGIBLE ASSETS



Intangible assets acquired individually or as a group are recorded at fair value when acquired. Intangible assets with finite useful lives are amortized on a straight-line basis over their benefit period. prOpErTY, pLANT AND EQUIpmENT



Property, plant and equipment are carried at historical cost less accumu lated depreciation. Long-lived assets are reviewed for impairment when ever events or changes in circumstances indicate that the carrying amount may not be recoverable. Depreciation is determined using the straight-line method. SUBSIDIArIES AND ASSOCIATED COmpANIES



Sale of services



Revenues from the sale of intercompany services are recognized when the services are delivered. Dividends and group contribution



Dividends and group contribution from subsidiaries are recognized in the income statement when the subsidiary has proposed these.



Shares in subsidiaries and associated companies are in Yara International ASA’s financial statements presented according to the cost method. Group relief received is included in dividends from subsidiaries. Yara reviews sub sidiaries and associated companies for impairment if indications of loss in value are identified. Impairment indications may include operating losses, or adverse market conditions. Fair value of the investment is estimated based on valuation model techniques. If it is considered probable that the fair value is below Yara’s carrying value, the investment is written down as impaired.
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INvENTOrIES



FOrWArD CUrrENCY CONTrACTS



Inventories are valued at the lower of cost, using the “first-in, first-out method” (“FIFO”), and net realizable value. Cost includes direct materials, direct labor, other direct cost, and the appropriate portion of production overhead or the price to purchase inventory.



Forward currency contracts are initially recognized in the balance sheet at fair value and are subsequently recognized at fair value with changes in fair value recognized in the income statement. INTErEST rATE AND FOrEIGN CUrrENCY SWApS



CASh AND CASh EQUIvALENTS



Cash and cash equivalents include cash, bank deposits and all other mone tary instruments with a maturity of less than three months at the date of purchase. The level of cash held by Yara International ASA reflects that most external bank deposits are channeled through the group treasury function and should thus be seen in context with the intercompany receivables and pay ables. LEASED ASSETS



Leases that provide Yara with substantially all the rights and obligations of ownership are accounted for as finance leases. Such leases are valued at the present value of minimum lease payments or fair value if this is lower, and recorded as assets under property, plant and equipment. The liability is included in long-term debt. The assets are subsequently depreciated and the related liabilities are reduced by the amount of the lease payments less the effective interest expense. Other leases are accounted for as operating leases with lease payments recognized as an expense over the lease term. FINANCIAL ASSETS AND LIABILITIES



Financial assets are initially recognized in the balance sheet at fair value (cost) and subsequently at the lower of cost or fair value. Financial liabilities are initially recognized in the balance sheet at fair value (cost) and subse quently at cost.



Interest income and expense relating to swaps that are not designated as hedge instruments are netted and recognized as income or expense over the life of the contract. Foreign currency swaps are translated into Norwegian krone at applicable exchange rates at the balance sheet date with the result ing unrealized exchange gain or loss recorded in interest expense and for eign exchange gain/(loss). LONG-TErm INCENTIvE prOGrAm



The long term incentive program for Yara Management and top executives provides a fixed cash amount to the eligible top executive, who is required to invest the net amount in Yara shares within a period of one month after the grant. The acquired shares are locked in for a period of three years after the purchase. After this period the executive is free to keep or sell the shares at his or her discretion. If an executive do not meet the vesting conditions the net proceed must be returned to Yara.The Company also gives employ ees the possibility to purchase share in Yara at a reduced price. The cost of this is recognized when the employee exercises this possibility. EmpLOYEE rETIrEmENT pLANS



Pension costs are calculated in accordance with the NRS. Prior service costs are amortized on a straight-line basis over the average remaining service period of active participants. Actuarial gains and losses are recognized in retained earnings.
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Note 2



Employee retirement plans and other similar obligations 



Yara International ASA has incurred obligations under a funded defined benefit plan. The pension plan was closed to new entrants in 2006 and employees below the age of 55 received a paid-up policy for previously earned benefit entitlements. The defined benefit plan was replaced by a defined contribution plan from the same date, which requires Yara International ASA to make agreed contributions when employees have rendered service entitling them to the contributions. Yara International ASA has no legal or constructive obligation to pay further contributions. This new plan applies to the future pension earnings of existing employees below the age of 55 in 2006 and all new employees.



Other long-term employee benefits include a provision for jubilee benefits. Yara International ASA is obliged to and does fulfill the requirements of the act regarding mandatory occupational pension scheme (“Lov om obligatorisk tjenestepensjon”) in addition to the further pension arrangements described below.



LONG-TErm EmpLOYEE BENEFIT OBLIGATIONS rECOGNIzED IN ThE STATEmENT OF FINANCIAL pOSITION NOK millions



2011



Pension liabilities defined benefit plans Termination benefits and other long-term employee benefits Net long-term employee benefit obligations recognized in Statement of financial position



(498) (11) (509)



2010



(367) (21) (388)



ExpENSES FOr LONG-TErm EmpLOYEE BENEFIT OBLIGATIONS rECOGNIzED IN ThE STATEmENT OF INCOmE NOK millions



Defined benefit plans Defined contribution plans Termination benefits and other long-term employee benefits Net expenses recognized in Statement of income



DEFINED BENEFIT pLANS



Yara International ASA is the sponsor of a funded pension plan which also covers employees of its subsidiaries Yara Norge AS and Yaraship Services AS. Plan benefits are based on years of service and final salary levels. Deter mination of the required annual contribution to the pension fund from each of the participating legal entities is defined by the bylaws of the pen sion fund, and is based on actuarial calculations. The distribution of pen sion costs to the participating entities is based on the same calculations. At 31 December 2011, the number of active participants in the funded defined benefit plan was 51 and the number of retirees was 82. In addition, 339 existing and previous employees of Yara International ASA have earned paid-up policies in the pension fund (Yara Pensjonskasse). Further pension obligations include certain unfunded pension arrange ments as well as an early retirement scheme and including an unfunded defined contribution pension scheme covering part of salary in excess of 12G. Normal retirement age is 67 with the option for early retirement from the age of 62. Benefits earned from defined benefit plans are generally based on years of service and final salary levels. Yara International ASA participates in a multi-employer plan (AFP “Avtalefestet pensjon”) which entitles most of its employees the right to



vALUATION OF DEFINED BENEFIT OBLIGATIONS



The defined benefit plans are valued at 31 December using updated finan cial and demographical assumptions and taking into account relevant eco nomic environment factors. Since there is no deep market for high quality corporate bonds in Norway, the discount rate used is a weighted average of the yields at the balance sheet



2011



(35) (17) (1) (53)



2010



(38) (14) 1 (51)



retire from the age of 62. Participating entities are required to pay an annual fee for each of its active employees. As the information required to account for this part of the plan as a defined benefit plan is not available from the plan administrator, it is rather accounted for as if it were a defined contribu tion plan. The provision for defined benefit plans includes however the cal culated obligation to pay a percentage of benefits paid to its employees who choose early retirement under this plan. A further defined benefit obliga tion is recognized to account for a gratuity offered by Yara International ASA to its employees who retire with the AFP scheme. Following a change in the AFP scheme in 2010 Yara International ASA rec ognized a curtailment and settlement gain of NOK 5 million in 2010. The legislative changes were concluded to impose a discontinuation of the old plan and the introduction of a new plan for accounting purposes. The new plan is also a defined benefit plan, but it is accounted for as if it were a defined contribution plan due to the fact that sufficient information is not available to use defined benefit accounting. The net gain from curtailment and settlement includes an additional liability recognized to cover Yara International ASA’s estimated share of the current underfunding of the old plan. The underfunding will be recovered from the participating employers through additional premiums to be paid from 2011 until 2015.



date of Norwegian government bonds. If the bonds have different maturi ties than the obligations, the discount rate is adjusted. Normal assumptions for demographical and retirement factors have been used by the actuary when calculating the obligation. Estimated future mortality is based on published statistics and mortality tables. The actuary has used the K2005 mortality table.
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The following financial assumptions have been applied for the valuation of liabilities (in %):



Discount rate Expected rate of salary increases Future rate of pension increases



2011



2010



3.2 4.0 1.3



3.6 4.0 1.6



2011



2010



(572) (601) (1,173)



(551) (569) (1,119)



737 (61) (498)



797 



(45)



(367)



Actuarial valuations provided the following results NOK millions



Present value of unfunded obligations Present value of wholly or partly funded obligations Total present value of obligations Fair value of plan assets Social security on defined benefit obligations



Total recognized liability for defined benefit plans 



pENSION COST rECOGNIzED IN STATEmENT OF INCOmE



The assumptions used to value the defined benefit obligations at 31 December are used in the following year to determine the net pension cost.



The expected long-term rate of return on plan assets is based on forecasts of expected return for individual asset classes and the determined long-term portfolio structure. Forecasts are based on long-term historical average returns, taking into account current yield level and expected inflation.



The following financial assumptions have been applied for the valuation of pension cost items (in %):



Discount rate Expected rate of return on plan assets Expected rate of salary increases Future rate of pension increases



2011



2010



3.6 5.8 4.0 1.6



4.4 6.3 4.0 2.1



2011



2010



The following items have been recognized in the Statement of income: NOK millions



Current service cost Settlements 1) Social security cost Payroll and related costs



(36) (4) (41)



(37) 5 (5) (37)



Interest on obligation Expected return on plan assets Interest expense and other financial items



(41) 47 6



(46) 45 (1)



Total expense recognized in income statement



(35)



(38)



1) Gain on settlement of early retirement plan (AFP)



SENSITIvITY OF ASSUmpTIONS



Measurement of defined benefit obligations and pension costs requires the use of a number of assumptions and estimates. Below table indicates the sensitivity of the most material financial assumptions applied to the defined



benefit obligation (DBO) and pension cost items, by showing the result from an increase or decrease in any one of the assumptions applied (all other assumptions held constant).
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NOK millions



DBO at 31 Dec 2011



Service Cost 2011



Interest cost 2011



Actual valuation



(1,173)



(36)



(41)



Discount rate +0.5% Discount rate -0.5%



(1,102) (1,252)



(35) (38)



(46) (35)



Expected rate of salary increase +0.5% Expected rate of salary increase -0.5%



(1,184) (1,163)



(37) (35)



(41) (41)



Expected rate of pension increase +0.5% Expected rate of pension increase -0.5%



(1,243) (1,110)



(37) (36)



(41) (41)



Development of defined benefit obligations NOK millions



Defined benefit obligation at 1 January Current service cost Interest cost on obligation Actuarial gains / (losses) on obligation Settlements 1) Benefits paid Transfer of obligation from Other long-term employee benefits Defined benefit obligation at 31 December



2011



2010



(1,119) (36) (41) (9) 37 (5) (1,173)



(1,049) (37) (46) (26) 5 34  (1,119)



2011



2010



1) Gain on settlement of early retirement plan (AFP)



Development of plan assets NOK millions



Fair value of plan assets at 1 January Expected return on plan assets Actuarial gains / (losses) on plan assets Employer contributions Benefits paid Fair value of plan assets at 31 December



797 47 (95) (11) 737



713 45 28 21 (9) 797



The actual return on plan assets in 2011 was a negative NOK 48 million (2010: positive NOK 73 million).



plan assets are comprised as follows: NOK millions



Equity instruments Debt instruments Property Bank deposits Total plan assets



2011



2011



2010



2010



280 435 21 2 737



38% 59% 3% 100%



348 440 10 797



44% 55% 1% 100%



Yara Pensjonskasse (the pension fund) does not hold any financial instruments issued by Yara Group companies. 



Contributions expected to be paid to the defined benefit plans for 2012 are NOK 42 million (including benefits to be paid for unfunded plans) 



movement in actuarial (gains) / losses recognized directly in retained earnings NOK millions



2011



2010



Cumulative amount recognized directly in retained earnings pre tax at 1 January Actuarial (gain) / loss recognized during the period Cumulative amount recognized directly in retained earnings pre tax at 31 December



66 119 186



68 (2) 66



Deferred tax related to actuarial (gains) / losses recognized directly in retained earnings Cumulative amount recognized directly in retained earnings after tax at 31 December



(52) 134



(19) 48
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historical information NOK millions



Present value of the defined benefit obligation Fair value of plan assets Deficit in the plan 1) Experience adjustments arising on plan liabilities Experience adjustments arising on plan assets



2011



2010



2009



2008



(1,173) 737 (436)



(1,119) 797 (322)



(1,049) 713 (336)



(1,078) 597 (481)



9 (95)



27 28



39 42



(37) (116)



2007



(920) 497 (423) 30 13



1) Social security cost is not included.



Note 3



Remunerations and other



Remuneration and direct ownership of shares of the chairpersons and of the Board of Directors are disclosed in note 32 to the consolidated financial statement. Remuneration to the President and Yara Management, as well as number of shares owned and Long Term Incentive Plan, are disclosed in notes 6 and 32 to the consolidated financial statements. Partners and employees of Yara’s independent auditors, Deloitte AS, own no shares in Yara International ASA or in any of its subsidiaries. Yara Interna



tional ASA’s fee to Deloitte AS (Norway) for ordinary audit was NOK 3,609 thousand (2010: 3,974 thousand), fee for assurance services NOK 28 thou sand (2010: 562 thousand), fee for tax services NOK 53 thousand (2010: 46 thousand) and fee for non-audit services NOK 64 thousand (2010: 0 thou sand). Audit remuneration for the group is disclosed in note 33 to the con solidated financial statement. At 31 December 2011 the number of employees in Yara International ASA was 275 (2010: 246).



NOK millions



2011



payroll and related costs Salaries Social security costs Net periodic pension costs Internal invoicing of payroll related costs Sum



(367) (49) (58) 57 (418)



External commercial banks provide the Norwegian employees with a range of banking services, including unsecured personal loans at favorable rates of inter est. Yara does not compensate the banks for these services. In connection with the replacement of transferred employee loans related to the demerger from Hydro, Yara provides a guarantee for all such loans as well as of new unsecured loans by the banks to the Norwegian employees. For most employees the amount guaranteed will not exceed NOK 100,000. At 31 December 2011, the aggregate balance of all the outstanding loans for which Yara is providing a guarantee, is approximately NOK 3 million, and the number of loans is 39.



2010



(343) (46) (51) 55 (384)



Yara continued to give employees in Norway an opportunity to take part in a share purchase program in 2011. All permanent employees in Norway have been offered shares with a discount and given an interest-free loan with a 12-month repayment profile. In order to handle this arrangement in an effi cient way, Yara has established a foundation for employees’ shares in Yara. The fundation owned 15 shares in Yara at the beginning of 2011 and has pur chased additional 19,137 shares during the year. In total 19,152 shares have been sold during 2011 to 684 persons, and each person was alloted 28 shares. At 31 December 2011 the foundation owns no shares in Yara.
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Note 4



Property, plant and equipment 



2011 



NOK millions, except percentages and years



Machinery and equipment



Buildings



Plant under construction



Total



Cost Balance at 1 January Addition at cost



Transfer



Balance at 31 December



39 



3



1



43 



7 7 



1



2



(1) 2 



47 



5



 53 



Depreciation Balance at 1 January Depreciation Balance at 31 December



(32) (2) (34)



(3) (1) (4)



 



(35) (4) (39)



Carrying value Balance at 1 January Balance at 31 December 



7



9 



4



3 



4 - 20 



5 - 25%



20 - 50 



2 - 5%



Useful life in years Depreciation rate 







1



2 



13 



14 



2010 



NOK millions, except percentages and years



Machinery and equipment



Buildings



Plant under construction



Cost Balance at 1 January Addition at cost



Disposal



Balance at 31 December



39 



  39 



8 (1) 7 



 1



 1 



Depreciation Balance at 1 January Depreciation Balance at 31 December



(30) (2) (32)



(2) (1) (3)







Carrying value Balance at 1 January Balance at 31 December 



9



7 



6



4 



4 - 20 



5 - 25%



20 - 50 



2 - 5%



Useful life in years Depreciation rate 



There were no assets pledged as security at 31 December 2011 (2010: NOK 0.6 million).



 



1 



Total



47 



1



(1) 47 



(32) (3) (35)



15 



13 



138 / Financial Statement Yara International ASA Yara Financial Report 2011



Note 5



Intangible assets 



2011 NOK millions, except percentages and years



Intangible assets



Cost Balance at 1 January Addition at cost Balance at 31 December



172 27 199



Amortization Balance at 1 January Amortization Balance at 31 December



(100) (25) (125)



Carrying value Balance at 1 January Balance at 31 December



72 74



Useful life in years Depreciation rate



3-5 20 - 35%



2010 NOK millions, except percentages and years



Intangible assets



Cost Balance at 1 January Addition at cost Balance at 31 December



159 14 172



Amortization Balance at 1 January Amortization Balance at 31 December



(76) (24) (100)



Carrying value Balance at 1 January Balance at 31 December



82 72



Useful life in years Depreciation rate



Intangible assets are amortized on a straight line basis over their benefit period. The intangible assets basically consist of computer software systems.



3-5 20 - 35%
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Note 6



Specification of items in the income statement 



rEvENUE



Information about sales to geographical areas 2011 NOK millions



Norway European Union Europe, outside European Union Asia North America South America Total



2010



External



Internal



Total



External



Internal



Total



10 22 1 1 6 25 65



40 666 1 707



50 688 2 1 6 25 772



9 23 3 7 41 29 111



23 622 1 646



32 644 4 7 41 29 757



OThEr OpErATING ExpENSE NOK millions



2011



Selling and administrative expense Rental and leasing 1) Travel expense Other Total



(426) (36) (38) (83) (583)



(461) (34) (38) (43) (576)



(51)



(45)



Research and development expense 2) 3)



2010



1) Expenses mainly relate to property and lease contracts for company cars. 2) Over the last few years, Yara has focused on orienting research and development resources towards commercial activities, both with respect to process and product improvements and agronomical activities. It is impracticable to give a fair esti mate of possible future financial returns of these activities. 3) Included in other operating expense.



Note 7



Financial income and expense 



NOK millions



2011



2010



Dividends and group relief from subsidiaries Sale of subsidiaries Write-down shares subsidiaries Gain/(loss) on receivables from subsidiaries Sale of associated companies Dividends from associated companies Interest income group companies Other interest income Interest expense group companies Other interest expense Interest expense defined pension liabilities Return on pension plan assets Net foreign exchange gain/(loss) Other financial income/(expense) Financial income/(expense), net



1,796   41 27 15 1,306 92 (183) (563) (41) 47 85 (84) 2,538



3,799 (140) (38) (105) 13 1,566 36 (77) (552) (47) 45 325 (119) 4,706
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Note 8



Income taxes 



SpECIFICATION OF INCOmE TAx ExpENSE NOK millions



2011



Current tax expense Deferred tax income/(expense) Income tax expense



(285) (78) (363)



2010



(462) 52 (409)



rECONCILIATION OF NOrWEGIAN NOmINAL STATUTOrY TAx rATE TO EFFECTIvE TAx rATE NOK millions



2011



2010



Income before taxes Expected income taxes at statutory tax rate, 28% Non-deductible expenses Dividend exclusion Effect of valuation allowances Loss and write-down shares, not tax deductible Group relief received from subsidiaries with no tax effect Other, net Income tax expense



2,266 (635) (2) 10 (29) 7 280 5 (363)



5,106 (1,430) (1) 83  (39) 980 (3) (409)



rECONCILIATION OF CUrrENT TAx LIABILITY Current tax NOK millions



2011



Balance at 1 January Payments Current year Adjustment in relation to the current tax of prior years Balance at 31 December



(424) 376 (281) (329)



2010



(81) 39 (367) (15) (424)



SpECIFICATION OF DEFErrED TAx ASSETS/(LIABILITIES) Deferred tax NOK millions



2011



2010



Non-current items Accrued expenses Pension liabilities Total



15 189 205



46 156 201



Current items Other accrued expenses Receivables Inventory Total



(68) 29 2 (37)



(51) 35 2 (13)



Valuation allowance Net deferred tax assets



(29) 139



188



Change in deferred tax Balance at 1 January Charge (credit) to equity for the year Charge (credit) to profit or loss for the year Balance at 31 December



188 29 (78) 139



140 (4) 52 188
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Note 9



Shares in subsidiaries 



Company name



Ownership



1)



Ownership by other group companies



Subsidiaries owned by Yara International ASA Yara China Ltd. 100% Yara Guatemala S.A. 100% Yara Colombia Ltda. 100% Hydro Agri Russland AS 100% Yaraship Services AS 100% Yara Hellas S.A. 100% Yara Norge AS 100% Fertilizer Holdings AS 100% Yara Lietuva UAB 100% Yara Rus Ltd. 100% Yara North America Inc. 100% Yara Asia Pte. Ltd. 100% Yara International Employment Co. AG 100% Yara México Profesionales / Operativos S. 10% de R.L. de C.V. Total



            



Registered office



Total equity in the company 2011 local currency thousands



Local currency



Net income in 2011 local currency thousands



Carrying value 2011 NOK thousands



China Guatemala Colombia Norway Norway Greece Norway Norway Lithuania Russia USA Singapore Switzerland



HKD GTQ COP NOK NOK EUR NOK NOK LTL RUB USD USD EUR



(97,194) 47,395 45,613,710 40,451 16,285 13,450 2,148,684 3,743,866  (43,754) 143,769 475,344 1,069



(27,271) 24,185 9,756,701 522 921 2,844 491,089 1,552,653 (318) (1,623) 14,461 104,085 132



24,258 16,749 21,200 1,039 20,942 1,303,377 2,315,200 467,948 1,114,364 1,076



Mexico



MXN



(24,348)



(12,913)



6



90%



5,286,159



1) Percentage of shares owned equals percentage of voting shares owned. A number of the above mentioned companies also own shares in other companies as specified in their annual reports.



Note 10



Shares in associated companies 



NOK millions, except ownership



Name Abonos del Pacifico, S.A. JSC Nordic Rus Holding 3) Talconor AS Total



Ownership



1)



34%  50%



Country



Total equity in the company 2)



Costa Rica Russia Norway



234  1



Net income



2)



Carrying value in 2011



Carrying value in 2010



18 18



18 2 20



45 -



1) Equals voting rights.



2) According to the last Annual Report.



3) Shares were sold in 2011. 



There are no significant transactions between the associated companies listed above and other Yara group companies.
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Note 11



Specification of items in the balance sheet 



NOK millions



Other non-current assets Long term loans, mortgage bonds and non-marketable shares 0-20% Interest rate swap designated as hedging instrument Other Total Inventories Raw materials Work in progress Finished goods Total Other liquid assets Bank deposits with maturity between three months and one year Total Bank loans and other short-term interest-bearing debt External loans Bank overdraft Commercial papers Total



2011



2010



23 167 13 203



23 130 153



6 7 28 40



12  27 39



-



800 800



(208) (134)  (343)



(1,028) (235) (500) (1,764)



Bank deposits with maturity between three months and one year presented at 31 December 2010 have been repaid and there have been no new time depos its in 2011. Commercial papers and loan from GrowHow UK Ltd. presented at 31 December 2010 have been settled in 2011. Details regarding external loans are dis closed in note 15 to the financial statements for Yara International ASA.



Note 12



Guarantees 



NOK millions



2011



2010



Guarantees (off-balance sheet) Guarantees in the name of equity-accounted investees Guarantees of debt in subsidiaries Non-financial guarantees Total



16 1,296 3,282 4,593



218 1,416 4,890 6,524



Yara International ASA provides guarantees arising in the ordinary course of business, including performance bonds and various payment or financial guarantees. See note 29 to the consolidated financial statements for further information about guarantees.
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Note 13



Risk management and hedge accounting 



Risk management in Yara and the use of derivative instruments are described in note 27 to the consolidated financial statement. Yara International ASA has the following derivative instruments outstanding at 31 December: NOK millions



2011



2010



Fair value of derivatives Forward foreign exchange contracts (external) Forward foreign exchange contracts (Yara Group internal) Interest rate swaps (external) Interest rate swaps designated for hedging (external) Balance at 31 December



(18) 285 167 433



56 153 64 66 338



Derivatives presented in the balance sheet Non-current assets Current assets Current liabilities Balance at 31 December



167 295 (28) 433



130 229 (21) 338



FOrWArD FOrEIGN ExChANGE CONTrACTS 



Yara is committed to outstanding forward foreign exchange contracts as follows: 



NOK millions



2011



Forward foreign exchange contracts (external), notional amount Forward foreign exchange contracts (Yara Group internal), notional amount 



All outstanding contracts at 31 December 2011 have maturity in 2012. External buy positions are mainly in Norwegian kroner and US dollars. External sell positions are in various operating currencies, mainly Euro and Canadian dollars. hEDGE ACCOUNTING Fair value hedge USD bond debt



The interest rate swap designated as a hedge instrument outstanding at 31 December 2011 is a fixed to floating interest rate swap for USD 100 million. The hedged risk is the change in fair value due to changes in risk-free interest rates (LIBOR) of a USD 100 million portion of the US dollar bond debt from 2004. The swap has identical interest basis, interest payment dates and matu rity (2014) to the hedged debt and is assessed to be highly effective. The change in fair value of the derivative is recognized in consolidated statement of income, and is offset by an opposite change in fair value of the correspond ing portion of the bond debt. At 31 December 2011 the loss on the fair value hedge included in the carrying amount of the fixed rate debt was NOK 68 million (2010: loss NOK 66 million). There is not recognized any ineffective ness in 2010 or 2011. NOK bond debt



In 2011, Yara has reclassified the long term NOK interest swaps from free standing to designated for hedging. The hedged risk is the change in fair value due to changes in risk-free interest rates (NIBOR) of the NOK 1,000 million and NOK 325 million bond debt from 2009. The swaps have differ



3,264 13,660



2010



5,542 



12,975



ent interest payment dates (semi-annualy vs. annually), but identical inter est basis and maturity (2016 and 2014 respectively) to the hedged debt and are assessed to be highly effective. The changes in fair value of the deriva tives are recognized in consolidated statement of income, and is offset by opposites change in fair value of the corresponding portions of the bond debt. At 31 December 2011 the loss on the fair value hedges included in the carrying amounts of the fixed rate debt was NOK 99 million (2010: loss NOK 64 million). The ineffectiveness recognized as expense in statement of income in 2011 is NOK 13 million. Cash flow hedge



In 2004, Yara used interest rate swaps to hedge the future cash flows of a USD 300 million portion of the December 2004 bond issue. The loss on these con tracts was recognized directly against equity and will be reclassified into inter est expense and income tax over the duration of the bond (due in 2014). The reclassification into interest expense for 2011 was NOK 11.5 million (2010: NOK 11 million) and the related deferred tax benefit was NOK 3.2 million (2010: NOK 3 million). In 2007, Yara used interest rate derivatives to hedge the future cash flows of a USD 300 million portion of the June 2009 bond issue. The loss on these con tracts was recognized directly against equity and will be reclassified into inter est expense and income tax over the duration of the bond (due in 2019). The reclassification into interest expense for 2011 was NOK 3 million (2010: NOK 2.8 million) and the related deferred tax benefit was NOK 0.8 million (2010: NOK 0.8 million).
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Note 14



Number of shares outstanding, shareholders, equity reconciliation etc. 



Yara International ASA was established 10 November 2003. The company was established with a share capital of 108,610,470 consisting of 63,888,512 shares at NOK 1.70 per share. At 31 December 2011, the company has a share capital of 489,015,470 consisting of 287,656,159 ordinary shares at NOK 1.70 per share. For further information on these issues see note 19 to the consolidated financial statement. Shareholders holding 1% or more of shares issued at 31 December 2011 are according to information in the Norwegian securities’ registry system (Verdi papirsentralen):



Name



Number of shares



Norwegian Ministry of Trade and Industry The National Insurance Fund (Folketrygdfondet) Clearstream banking (nominee) State Street Bank (nominee) Treaty Account United States (nominee) State Street Bank (nominee) Fidelity Low-Priced State Street Bank & Trust (nominee) State Street Bank and Trust (nominee) J.P.Morgan Chase Bank (nominee) Bank of New York Mellon (nominee) State Street Bank and Trust (nominee) J.P.Morgan Chase Bank (nominee)



104,164,517 18,730,105 9,713,353 5,917,776 5,664,190 5,163,470 4,750,000 3,917,598 3,526,892 3,422,531 3,382,238 3,055,210 2,974,601



Holding (%)



36.2% 6.5% 3.4% 2.1% 2.0% 1.8% 1.7% 1.4% 1.2% 1.2% 1.2% 1.1% 1.0%



ShArEhOLDErS EQUITY



NOK millions



Balance 31 December 2009 Net income of the year Dividend proposed Cash flow hedges Actuarial gain/(loss) 1) Treasury shares Balance 31 December 2010 Net income of the year Dividend proposed Cash flow hedges Actuarial gain/(loss) 1) Allocated to fund Repayment to shareholders Shares cancelled Treasury shares Balance 31 December 2011 1) Yara International ASA has decided to use the option in NRS to adopt IAS 19. For further information, see Accounting principles note 1.



Paid-in-capital



Retained earnings



Total shareholders equity



926



4,920



5,847



4,697 (1,584) 10 1 (114) 7,929



4,697 (1,584) 10 1 (115) 8,855



1,903 (1,998) 11 (86) 203  (203) (440) 7,318



1,903 (1,998) 11 (86) (116) (203) (445) 7,921



    (1) 926     (203) (116)  (4) 603
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Note 15



Long-term debt 



LONG-TErm DEBT pAYABLE IN vArIOUS CUrrENCIES



NOK millions, except percentages and denominated amounts



Weighted average interest rates



Denominated amounts 2011



5.5% 6.7% 7.5% 8.9% 5.9% 8.3% -



300 300 325 1,000 500 500 -



Unsecured debenture bonds in NOK (Coupon NIBOR + 2.50%) 1) Unsecured debenture bonds in NOK (Coupon NIBOR + 3.75%) 1)



Unsecured debenture bonds in NOK (Coupon 7.40%) 2)



Unsecured debenture bonds in NOK (Coupon 8.80%) 3)



Unsecured debenture bonds in USD (Coupon 5.25%) 2)



Unsecured debenture bonds in USD (Coupon 7.88%) 4)



Unsecured bank loans in USD 1)



Outstanding long-term debt



Less: Current portion Total



2011



2010



300 300 341 1,068 3,059 2,966 8,032



300 



299 



324 



998 



2,969 



2,879 



1,031 



8,800



300



-



7,732



8,800



1) Repricing within a year. 



2) Fixed interest rate until 2014. Subject to fair value hedge accounting, see note 27 to the consolidated financial statements. 



3) Fixed interest rate until 2016. Subject to fair value hedge accounting, see note 27 to the consolidated financial statements. 



4) Fixed interest rate until 2019. 



At 31 December 2011, the fair value of the long-term debt, including the current portion, was NOK 9,239 million and the carrying value was NOK 8,032 million. The USD 180 million term loan from the Nordic Investment Bank was transferred from Yara International ASA to Yara SA/NV in December with tenor and conditions unchanged. See note 24 to the consolidated financial statements for further information about long-term debt.



pAYmENTS ON LONG-TErm DEBT FALL DUE AS FOLLOWS:



NOK millions



2012 2013



2014



2015



2016



Thereafter



Total 



Debentures



Bank loans



Other long-term debt



300  3,699  1,068 2,966 8,032



-



-



Total



300 



-



3,699 



-



1,068 



2,966 



8,032
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Note 16



Transactions with related parties 



Transactions with related parties are mainly associated with the group treasury function and rendering of group services by the employees of Yara Interna tional ASA . NOK millions



Yara Belgium S.A. Yara Norge AS



Yara Sluiskil B.V. Yara GmbH & Co. KG Other Internal revenues Yara Nederland B.V. Fertilizer Holdings AS Yara Holding Netherlands Yara UK Limited Other Interest income group companies Yara AS Yara Nederland B.V. Yara GmbH & Co. KG Yara Suomi Oy Other Interest expense group companies



2011



592 39 18 11 47 707 473 381 168 64 220 1,306 (44) (34) (19) (19) (67) (183)



2010



557 



22 14 7 45 646 494 624 189 25 235 1,566 (19) (12) (4) (4) (39) (77)



Non-current assets Yara Nederland B.V. Fertilizer Holdings AS Yara Holding Netherlands Yara UK Limited Other Intercompany receivables



10,367 6,004 3,002 1,329 679 21,381



10,318 5,838 2,919 1,298 640 21,013



Current assets Fertilizer Holdings AS Yara Norge AS Yara Suomi Oy Yara Italia S.p.A. Yara Switzerland Ltd Yara North America Inc. Other Intercompany receivables



2,497 2,140 1,777 1,488 777 358 1,679 10,716



923 1,311 2,000 1 ,314 232 101 5,719 11,599



(5,338) (3,272) (2,518) (2,443) (1,678) (1,144) (963) (953) (596) (252) (4,335) (23,491)



(1,287) (3,885) (1,626) (1,863) (1,751) (558) (1,365)  (1,107) (1,220) (3 ,970) (18,632)



(117) (92)  (208)



(253) (210) (566) (1,028)



Current liabilities Yara Nederland B.V. Yara Suomi Oy Yara GmbH & Co. KG Yara Norge AS Yara AS Yara S.A. Yara Caribbean Ltd Yara Tertre SA Yara France Yara Belle Plaine Inc. Other Intercompany payables Qatar Fertiliser Company Trinidad Nitrogen Company GrowHow UK Ltd. External loans



Remuneration to the Board of Directors and Yara Management are disclosed in notes 6 and 32 to the consolidated financial statements. Yara International ASA has transactions with Yara Pensjonskasse (pension fund). See note 2 for more information.
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Directors responsibility statement 2011



WE CONFIrm TO ThE BEST OF OUr KNOWLEDGE ThAT:



• the consolidated financial statements for 2011 have been prepared in accordance with IFRS as adopted by the EU, as well as additional information require ments in accordance with the Norwegian Accounting Act, and that • the financial statements for the parent company for 2011 have been prepared in accordance with the Norwegian Accounting Act and generally accepted accounting practice in Norway, and that • the information presented in the financial statements gives a true and fair view of the Company’s and Group’s assets, liabilities, financial position and result for the period viewed in their entirety, and that • the Board of Directors’ report gives a true and fair view of the development, performance and financial position of the Company and Group, and includes a description of the principle risks and uncertainties.



The Board of Directors of Yara International ASA Oslo, 22 March 2012



Øivind Lund Chairperson



Elisabeth Harstad Board member



Leiv L. Nergaard Board member



Hilde Merete Aasheim Board member



Bernt Reitan Board member



Kristine Haukalid Board member



Svein Flatebø Board member



Geir O. Sundbø Board member



Jørgen Ole Haslestad President and CEO
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Deloitte AS Karenslyst alle 20 Postboks 347 Skøyen NO-0213 Oslo Norway Tel: +47 23 27 90 00 Fax: +47 23 27 90 01 www.deloitte.no



To the Annual Shareholders' Meeting of Yara International ASA INDEPENDENT AUDITOR’S REPORT



Report on the Financial Statements We have audited the accompanying financial statements of Yara International ASA, which comprise the financial statements for the parent company and the financial statements for the group. The financial statements for the parent company comprise the balance sheets as at 31 December 2011, the income statement and cash flow statement for the year then ended and a summary of significant accounting policies and other explanatory information. The financial statements for the group comprise the statement of financial position as at 31 December 2011, the statement of income, the statement of comprehensive income, the statement of changes in equity and the statement of cash flows for the year then ended and a summary of significant accounting policies and other explanatory information. The Board of Directors and the President and CEO’s Responsibility for the Financial Statements The Board of Directors and the President and CEO are responsible for the preparation and fair presentation of these financial statements in accordance with the Norwegian accounting act and accounting standards and practices generally accepted in Norway for the company accounts and in accordance with International Financial Reporting Standards as adopted by EU for the group accounts, and for such internal control as the Board of Directors and the President and CEO determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. Auditor’s Responsibility Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with laws, regulations, and auditing standards and practices generally accepted in Norway, including International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.



Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK Limited company, and its network of member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/no/omoss for a detailed description of the legal structure of Deloitte Touche Tohmatsu and its member firms.
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Opinion on the financial statements for the parent company In our opinion, the financial statements of the parent company are prepared in accordance with the law and regulations and give a true and fair view of the financial position of Yara International ASA as at 31 December 2011, and of its financial performance and its cash flows for the year then ended in accordance with the Norwegian accounting act and accounting standards and practices generally accepted in Norway. Opinion on the financial statements of the group In our opinion, the financial statements of the group are prepared in accordance with the law and regulations and give a true and fair view of the financial position of the group Yara International ASA as at 31 December 2011, and of its financial performance and its cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted by the EU. Report on Other Legal and Regulatory Requirements Opinion on the Board of Directors’ report and the allocation of the profit Based on our audit of the financial statements as described above, it is our opinion that the information concerning the financial statements presented in the Board of Directors report and in the statement of corporate governance principles and practices, the going concern assumption, and the proposal in the financial statements for the allocation of the profit complies with the law and regulations and that the information is consistent with the financial statements. Opinion on Registration and Documentation Based on our audit of the financial statements as described above, and control procedures we have considered necessary in accordance with the International Standard on Assurance Engagements (ISAE) 3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial Information», it is our opinion that management has fulfilled its duty to produce a proper and clearly set out registration and documentation of the company’s accounting information in accordance with the law and bookkeeping standards and practices generally accepted in Norway. Oslo, 22 March 2012 Deloitte AS



Ingebret G. Hisdal 



State Authorised Public Accountant (Norway) 
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Reconciliation of non-GAAP measures 2011



rECONCILIATION OF OpErATING INCOmE TO GrOSS CASh FLOW NOK millions



Operating income Share of net income in equity-accounted investees Interest income Net gain/(loss) on securities Dividend from 0-20% companies Earnings before interest expense and tax (EBIT) Depreciation and amortization Amortization of excess value in equity-accounted investees Earnings before interest, tax and depreciation/amortization (EBITDA) Income tax less tax on net foreign exchange gain/(loss) Gross Cash Flow



2011



2010



13,240 1,889 318 (10) 1 15,438 2,677 48 18,163 (2,366) 15,796



7,467 1,515 242 3,578 2 12,804 2,440 71 15,315 (2,600) 12,716



2011



2010



12,066 24 1,033 2,677 48 (52) 15,796



8,729 64 1,625 2,440 71 (213) 12,716



2011



2010



rECONCILIATION OF NET INCOmE AFTEr NON-CONTrOLLING INTErESTS TO GrOSS CASh FLOW NOK millions



Net income attributable to shareholders of the parent Non-controlling interests Interest expense and foreign exchange gain/(loss) Depreciation and amortization Amortization of excess value in equity-accounted investees Tax effect on foreign exchange gain/(loss) Gross Cash Flow



rECONCILIATION OF TOTAL ASSETS TO GrOSS INvESTmENTS



12 months average NOK millions, except percentages



Total assets Cash and cash equivalents Other liquid assets Deferred tax assets Fair value adjustment recognized in equity Other current liabilities Accumulated depreciation and amortization Gross investment 12 months average



68,409 (4,524) (346) (1,640) (1) (11,257) 24,844 75,485



64,839 (2,615) (356) (1,816) (729) (9,699) 23,650 73,274



Cash Return on Gross Investment, CROGI



20.9%



17.4%



2011



2010



15,438 (2,366) 13,071



12,804 (2,600) 10,204



rECONCILIATION OF EBIT TO EBIT AFTEr TAx NOK millions



Earnings before interest expense and tax (EBIT) Income tax less tax on net foreign exchange gain/(loss) EBIT after tax (EBITAT)
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rECONCILIATION OF TOTAL ASSETS TO CApITAL EmpLOYED



12 months average NOK millions, except percentages



Total assets Cash and cash equivalents Other liquid assets Deferred tax assets Fair value adjustment recognized in equity Other current liabilities Capital employed 12 months average Return on capital employed, ROCE



2011



2010



68,409 (4,524) (346) (1,640) (1) (11,257) 50,640



64,839 (2,615) (356) (1,816) (729) (9,699) 49,624



25.8%



20.6%



2011



2010



5,085 2,001 11,446 (370) 18,163 (2,677) (48) (1,153) 46 (215) 289 14,404



7,796 1,135 5,975 410 15,315 (2,440) (71) (1,207) 54 (676) 205 11,179



2011



2010



13,240 1,889 318 (9) 15,438 2,725 18,163



7,467 1,515 242 3,580 12,804 2,512 15,315



rECONCILIATION OF EBITDA TO INCOmE BEFOrE TAx AND NON-CONTrOLLING INTErESTS NOK millions



EBITDA Downstream EBITDA Industrial EBITDA Upstream EBITDA Other and eliminations EBITDA Yara Depreciation, amortization and impairment loss Amortization of excess value in equity-accounted investees Interest expense Capitalized interest Foreign exchange gain/(loss) Other financial income/expense, net Income before tax and non-controlling interests



rECONCILIATION OF OpErATING INCOmE TO EBITDA NOK millions



Operating Income Share of net income in equity-accounted investees Interest income Dividends and net gain/(loss) on securities EBIT Depreciation and amortization 1) EBITDA 1) Including amortization of excess value in equity-accounted investees.
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Yara has signed the United Nations Global Compact, embracing its principles. The UN GC is a strategic policy initiative for businesses com mitted to aligning their operations and strategies with ten universally accepted principles in the areas of human rights, labor, environment and anti-corruption.



Financial calendar 2011 First quarter results / 27 April 2012 Annual General Meeting / 10 May 2012



Ex-dividend date / 11 May 2012 Dividend payment date / 23 May 2012 Second quarter results / 18 July 2012 Third quarter results / 19 October 2012 Fourth quarter results / 12 February 2013



Our addresses Headquarters: Yara International ASA Bygdøy allé 2 P.O. Box 2464 Solli NO-0202 Oslo Norway Tel: +47 24 15 70 00 Fax: +47 24 15 70 01 Web: www.yara.com



Text: Yara, Styrkr Photo: Ole Walter Jacobsen Concept: Styrkr, Creuna Design: Creuna Prepress: Artbox Print: Zoom-Grafisk



registrar in nOrway: DNB Bank ASA Verdipapirservice Stranden 21 NO-0021 Oslo Norway Tel: +47 23 26 80 21 Fax: +47 22 48 11 71 Web: www.dnb.no



depOsitary bank in tHe usa: JPMorgan ADR Group 4 New York Plaza, 13th Fl. New York, NY 10004 USA Phone (US): 800-990-1135 Phone (outside US): +1-201-680-6630 E-mail: [email protected] Web: www.adr.com



Yara International ASA Bygdøy allé 2 P. O. Box 2464, Solli NO–0202 Oslo Norway Tel: +47 24 15 70 00 Fax: +47 24 15 70 01 www.yara.com



yara Pioneered mineral fertilizers a hundred years ago, creating impact within world agriculture – increasing yields, improv ing food security. Building on our industrial experience and leveraging our agricultural expertise, we have developed crop nutri tion concepts and environmental solutions, creating value for our shareholders and stakeholders, and for society at large. As a world leader within agricultural productivity and environmental solutions, Yara remains determined to contribute solutions to some of the major global challenges of our time.



Creating impact. Creating value.
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