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SMITH INTERNATIONAL (NORTH SEA) LIMITED

DIRECTORS' REPORT

The directors present their annual report and the audited financial statements for the year ended 31 December 2009

ACTIVITIES AND BUSINESS REVIEW

The principal activity of the company continues to be the provision of specialised services and the sale, rental, repair
and testing of equipment 1n connection with drilling, exploration and development work for the o1l and gas industry

The company continues to mvest in technology, equipment and personnel The directors expect that earmngs wall
reduce as a result of continued decline 1n market conditions and decision to wathdraw from activities 1n the Middle
East The directors regard such investment as necessary for the continued success in the medium to long term future
of the business

As shown 1 the company’s profit and loss account on page 6, sales have decreased by 4 5% (2008 increase of 7%)
The sales decline 18 attributed to the decrease in revenues from certain international branches

The company’s operations are driven principally by the level of exploration and production spending of major o1l
and gas customers and as such, we consider the main risk for the future as being a continued weakness i the o1l
price, together with competitor response regarding our current market share However, we have already taken steps
to ensure that we maintain our competitiveness in our markets

Smuth International (North Sea) Limited 1s part of the Smuth group and further details and KPI's of the group’s
performance can be found 1n the Annual Report of Smith International Inc , which does not form part of this report

The company’s key measurement of effectiveness of 1ts operations 1s gross profit margin  The company achieved a
gross profit margin of 24% (2008 31%) The dechine in margin is attributed to the decrease in revenue from certain
mternationzl locations which were generating higher margins

In the year, the company continued to operate 1ts branches 1n Angola, Kazakhstan, South Africa and Oman Due to
low activity in certain Middle East branches, the company 1s 1n the process of closing certamn locations

DIVIDENDS

The profit for the year after taxation was £5,014,000 (2008 £12,258,000)

Drvidends paid during 2009 amounted to £5,636,000 (2008 wl)

FINANCIAL INSTRUMENTS AND CREDIT RISK
Information on the financial risks of the company’s financial instruments 1s set out below
Credit Risk

The company’s principal financial assets are bank balances and cash, and trade and other debtors The company
deals mamly with major international o1l companies, and also uses letter of credit arrangements and actively
momnitors outstanding debtors to manage credit risk The credit sk on hquid funds 1s considered to be hmited
because the counter-partics are banks with credit ratings assigned by international credit-rating agencies

Interest Rate Risk

The company 1s exposed to interest rate nisk on its interest bearing assets and habilittes The company manages the
mterest rate risk by placing 1its deposits on a short term basis with banks The parent company operates a group
treasury function and the company does not use dertvative financial instruments




SMITH INTERNATIONAL (NORTH SEA) LIMITED

DIRECTORS' REPORT (CONTINUED)

FINANCIAL INSTRUMENTS AND CREDIT RISK (CONTINUED)
Liquuhty Risk

The company’s principal financial assets are bank balances and cash, trade and other receivables The company’s
credit rnsk 1s primanily attributable to 1ts trade receivables The company manages its trade receivables through
regular review of outstanding balances The amounts presented mn the balance sheet are net of allowances for
doubtful recervables An allowance for impairment 1s made where there 1s an 1dentified loss event which, based on
previous expertence, 18 evidence of a reduction m the recoverability of the cash flows The company’s terms of sale
are governed by contracts with customers with terms and conditions appropriate for the mndustry

GOING CONCERN

Group funding and a bank overdraft facility 1s utihised in order to mamtam sufficient funds for ongoing operations
and future developments After making enquiries the directors have a reasonable expectation that the company has
adequate resources to continue 1n operational existence for the foreseeable future Accordingly, they continue to
adopt the going concern basis in preparing the financial statements Further details regarding the adaptation of the
going concern basis can be found at Note 1 to the financial statements

DISABLED EMPLOYEES

Applications for employment by disabled persons are always fully considered, bearing in mind the aptitudes of the
applicant concerned In the event of members of staff becoming disabled every effort 1s made to ensure that their
employment with the company continues and that appropriate training 1s arranged It 1s the policy of the company
that the training, career development and promotion of disabled persons should, as far as possible, be indentical to
that of other employees

DIRECTORS

The current directors of the company are set out on page 1 On 30 June 2009, G A Bruce resigned as a director of the
company and as company secretary and E G Hendry was appointed as a director of the company and as company
secretary  On 16 QOctober 2009, M K Dorman resigned as a director of the company

AUDITORS

In the case of each of the persons who are directors of the company at the date this report was approved

e so far as each of the directors 1s aware, there 15 no relevant audit information, of which the company’s auditors
are unaware, and

» each of the directors has taken all the steps that they ought to take as directors make themselves aware of any
relevant audit information and to establish that the company’s auditors are aware of that information

The confirmation 15 given and should be interpreted 1n accordance with the provisions of s418 of the Companies Act
2006

Deloitte LLP have indicated their willingness to be reappomted for another term and appropriate arrangements have
been put 1n place for them to be deemed reappointed as auditors n the absence of an Annual General Meeting

Approved by the Board of Directors
and signed alf of the Board

E G Hendry
Secretary

Ol February 2011



SMITH INTERNATIONAL (NORTH SEA) LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for preparing the Annual Report and the financial statements in accordance wath
applicabte law and regulations

Cotnpany law requires the durectors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements mn accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and apphicable law) Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that period In preparing these financial
statements, the directors are required to

e  select sutable accounting policies and then appiy them consistently,

¢ make judgments and accounting estunates that are reasonable and prudent,

e  state whether applicable UK. Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

¢ prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Compames Act 2006 They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
SMITH INTERNATIONAL (NORTH SEA) LIMITED

We have audited the financial statements of Smuth International (North Sea) Lirmted for the year ended
31 December 2009 which comprise the profit and loss account, the statement of total recogmsed gains and loss, the
balance sheet and the related notes 1 to 25 The financial reporting framework that has been applied n their
preparation 1s applicable law and United Kingdom Accounting Standards (Umited Kingdom Generally Accepted
Accounting Practice)

This report 15 made solely to the company’s members, as a bedy, m accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them 1n an auditors’ report and for no other purpose To the fullest extent
permuited by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opimons we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Directors’ Responsibilities Statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit
the financial statements 1n accordance with applicable law and International Standards on Auditing (UK and

Ireland) Those standards require us to comply with the Auditing Practices Board’s (APB’s) Ethical Standards for
Auditors

Basis of audit opinion

An audit mvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting pohicies are appropnate to the company’s
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opnion on finanecial statements
In our opmmon the financial statements

. give a true and fair view of the state of the company’s affairs as at 31* December 2009 and of its profit for
the year then ended,

. have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006
In our opinion the information given 1n the Directors’ Report for the financial year for which the financial statements
are prepared is consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to report to
you tf, in our cpimon

. adequate accounting records have not been kept, or returns adequate for our audit have not been receirved
from branches not visited by us, or

. the financial statements are not 1n agreement with the accounting records and returns, or

. certam disclosures of directors’ remuneration specified by law are not made, or

. we have not received all the information and explanations we require for our audit

X

Graeme Sheils (Sensor Statutory Auditor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
Aberdeen, Unmited Kingdom

_L1._ February 2011



SMITH INTERNATIONAL (NORTH SEA) LIMITED

PROFIT AND LOSS ACCOUNT
Year Ended 31 December 2009

TURNOVER
Cost of sales

GROSS PROFIT
Other operating expenses (net)

OPERATING PROFIT
Profit on sale of tangible fixed assets

PROFIT ON ORDINARY ACTIVITIES BEFORE
INTEREST

Income from shares 1n group undertakings
Interest receivable and similar income
Interest payable

PROFIT ON ORDINARY ACTIVITIES

BEFORE TAXATION
Tax on profit on ordmary activities

PROFIT FOR THE FINANCIAL YEAR

All of the results in the year relate to continuing operattons

Note

19

2009 2008
£2000 £000
66,577 69,756
(50371)  (46,158)
16,206 23,598
(12,355) (9,210)
3,851 14,388

260 1,266
4,111 15,654
2,445 .

37 258

(54) (90)

6,539 15,822
(1,525) (3,564)
5,014 12,258




SMITH INTERNATIONAL (NORTH SEA) LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
Year ended 31 December 2009

2009 2008

Note £°000 £000

Profit for the financial year 19 5,014 12,258

{Loss)/profit on foreign currency translation (513) 1,449
TOTAL RECOGNISED GAINS AND LOSSES

RELATING TO THE YEAR 4,501 13,707




SMITH INTERNATIONAL (NORTH SEA) LIMITED

BALANCE SHEET
As at 31 December 2009

FIXED ASSETS
Tangible assets
Investments

CURRENT ASSETS
Stocks

Debtors

Cash at bank in hand

CREDITORS: amounts falling due
within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

CREDITORS: amounts falling due after
more than one year

PROVISIONS FOR LIABILITIES

NET ASSETS

CAPITAL AND RESERVES
Called up share capital

Capital reserve

Capital contribution

Share premium

Profit and loss account

SHAREHOLDERS’ FUNDS

Note

11
12

13
14

5

16
17

18
19
19
19
19

20

2009 2008
£000 £000
6,727 7,831

13,579 13,579
20,306 21,410
11,785 13,545
34,805 42,564
2,610 1,140
49,200 57,249
(24,760)  (34,451)
24,440 22,798
44,746 44,208
(2,007) -
(42) (374)
42,697 43,834
1,251 1,251
900 900
7,199 7,199
5,612 5,612
27,735 28,872
42,697 43,834

These financial statements of Smuth International (North Sea) Limited, registered number 02533968 were approved

by the Board of Directors on {){ February 2011

Signed on behalf of the Board of Directors

E G Hendry
Director




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

1. ACCOUNTING POLICIES

The financial statements are prepared in accordance with applicable accounting standards in the United
Kingdom The prnincipal accounuing polictes adopted are described below  These have been applied
consistently throughout the current and preceeding year

Accounting convention

The financial statements have been prepared under the historical cost convention, and in accordance with
applicable accounting standards in the United Kingdom

Under the provisions of section 400 of the Companies Act 2006 and in accordance with paragraphs 21b and
21¢ of Financial Reporting Standard 2, the company 18 exempt from preparing consolidated financaal
statements by virtue of the fact that it 1s a wholly owned subsidiary undertalung of Smith International Inc ,
(note 25) who prepare consoldated financial statements The financial statements therefore present
nformation about the company as an individual undertaking and not as a group

Going Concern
The financial statements are prepared on a going concern basis

The company’s activities are not unduly dependent on a small number of customers and 1t provides a range of
products and services to the o1l and gas mdustry The financial position of the company 1s set out in the profit
and loss account and balance sheet on pages 6 and 8 respectively

The company meets its day-to-day working capital requirements through expected positive cash flows on 1its
own account When required, the company alsc has access to financial resources provided through group
funding arrangements The company’s forecasts and projections show that the company should be able to
operate within the level of its current facihty The directors believe the company 13 well placed to manage 1t
business risks and have a rcasonable expectation that the company has adequate financial resources to
continue in operational existence for the foreseeable future Accordingly, the directors continue to adopt the
going concern basis in preparing the financial statements

Cash flow statement

The company has taken advantage of the exemption 1n FRS1 to dispense wath the requirement to include a
cash flow statement in its financial statements, as 1ts financial statements are ncorporated into those of Srmth
International In¢, which are publicly available (note 25)

Tangible fixed assets
Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment

Depreciation 1s provided on cost 1n equal annual mstalments over the estimated useful hves of the assets The
annual rates of depreciation are as follows

Plant and machinery Over 3-10 years

Leasehold buildings Over a period not exceeding the lease
Renta] tools Over 3-7 years

Investments

Fixed asset investments are shown at cost, less amounts written off and any provison for impairment
Stocks

Stocks and work-in-progress are stated at the lower of cost and net realisable value Cost incurred in bnnging
each product to 1ts present location and condition 1s based on

Raw matenals and consumables Purchase cost on a first-1n, first-out basts

Work 1n progress and fimished goods Cost of direct matenals and labour plus a proportion of
manufacturing overheads based on normal levels of
activity




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

1. ACCOUNTING POLICIES (CONTINUED)

Net realisable value 1s based on estimated selling price less all further costs to completion and all relevant
marketing, selling and distnbution costs  Provision 1s made for obsolete, slow-moving or defective items
where appropniate

Taxation

Current tax 1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantially enacted by the balance sheet date

Deferred tax 18 recognised n respect of all uming differences that have onginated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
night to pay less tax m the future have occurred at the balance sheet date Timing differences are differences
between the company’s taxable profits and 1ts results as stated in the financial statements that anise from the
mclusion of gains and losses 1n tax assessments 1n periods different from those in which they are recogmsed
1n the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recogmsed only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date

Share-based payment

The company has apphed the requirements of FRS 20 share-based payment In accordance with the
transitional provisions, FRS 20 has been applied to all grants of equity instruments after 7 November 2002
that were unvested as of | January 2006

The group 1ssues equity-seitled share-based payments to certan employees Equity-settled share-based
payments are measured at fair value (excluding the effect of non market-based vesting conditions) at the date
of grant The fair value determuned at the grant date of the equity-settled share-based payments 1s expensed
on a straight-line basis over the vesting period, based on the estimate of shares that will eventually vest and
adjusted for the non market-based vesting conditions

Fair value 1s measured by use of an open form (lattice) pricing model The expected life used in the model
has been adjusted, based on management’s best estimate, for the effects of non-transferabiity, exercise
resirictions and behavioural considerations

Leases

Assets obtained under finance leases and hire purchase contracts are capitalised on acqusition and
depreciated over the shorter of the lease term and thewr estimated useful hves The finance charges are
allocated over the period of the lease in proportion to the cap:ital element outstanding

Operating lease rentals are charged to income 1n equal annual amounts over the lease term
Pension costs

The company operates a defined contribution scheme Contributions to the scheme are charged to the profit
and loss account when payable Differences between contributions payable 1n the year and contributions paid
are shown as either accruals or prepayments in the balance sheet

Foreign currency

Transactions denomimated n foreign currencies are recorded 1n the local currency at actual exchange rates as
of the date of the transactton Monetary assets and liabilitres denomunated 1n foreign currencies are translated
to sterling at the rates of exchange ruling at the balance sheet date Any gain or loss ansing from a change 1n
exchange rates subsequent to the date of the transaction 1s reported as an exchange gamn or loss in the profit
and loss account




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

1. ACCOUNTING POLICIES (CONTINUED)
Foreign currency (continued)

The results of overseas operations are translated at the average rates of exchange during the period and therr
balance sheets at the rates ruling at the balance sheet date Exchange differences ansing on translation of
opemng net assets and the results of operations are reported 1n the statement of total recogmised gains and
losses

Research and development

Research and development expenditure 1s written off to the profit and loss account as incurred

2. TURNOVER

Tumover represents the value of goods and services provided in the normal course of business, net of trade
discounts, VAT and other related services Turnover 18 recogmised on the supply of the particular good or
service Turnover relating to rental tools 1s recogmsed over the hire period

Analysis of tumnover and profit before taxation has been omutted on the grounds that disclosure of such
information could be predudicial to the interests of the company

3 OTHER OPERATING EXPENSES (NET)

2009 2008
£2000 £°000
Administrative expenses 3,416 3,441
Selling and marketing expenses 7,858 6,399
Other operating expenses 1,081 (630)
12,355 9,210
4, INFORMATION REGARDING PIRECTORS AND EMPLOYEES
Directors’ emoluments
2009 2008
£°000 £7000
Emoluments 464 538
Company contributions to money purchase schemes 20 14
484 552
Share options
The number of directors who exercised share options in the year was Nil (2008 - one)
Highest paid director
Directors’ remuneration includes the following 1n respect of the highest paid director
2009 2008
£7000 £°000
Emoluments 198 295

Company contributions to money purchase schemes 6 -

11




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

4.

INFORMATION REGARDING DIRECTORS AND EMPLOYEES (CONTINUED)
Pensions

The number of directors who were members of pension schemes was as follows

2009 2008
Number Number
Money purchase scheme 4 2
2009 2008
Staff costs during the year (including directors) £°000 £°000
Wages and salaries, including share-based payment 14,809 15,727
Social secunity costs 1,544 1,377
Pension costs 1,103 1,067
17,456 18,171
The average monthly number of persons (including directors) employed during the year was as follows
2009 2008
Number Number
Production 192 197
Administration and management 117 127
309 324
OPERATING PROFIT
2009 2008
£°000 £°000
Operating profit is after charging/(crediting):
Depreciation and amortisation
Owned assets 1,834 2,064
Finance leases S 9
Research and development 82 47
Operating lease payments
Land and buildings 1,175 941
Other 96 101
Auditors’ remuneration
- Audit 160 100
- Non-audit services - -
Gain on foreign currency translation (475) (1,395)
INTEREST RECEIVABLE AND SIMILAR INCOME
2009 2008
£°000 £°000
Interest receivable 37 258

12




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

7.

INTEREST PAYABLE AND SIMILAR CHARGES

On bank loans, overdrafis and other loans
repayable wathin five years

TAX ON PROFIT ON ORDINARY ACTIVITIES

Current tax
UK corporation tax
Foreign tax

Adjustment 1n respect of prior years
- UK corporatton tax
- Foreign tax

Total current tax
Deferred tax
- Ongmation and reversal of iming differences

- Adjustment 1n respect of prior years

Tax on profits on ordinary activities

2009 2008
£°000 £000
54 90
2009 2008
£7000 £000
545 2,924
522 1,626
1,067 4,550
(571) (1,022)
1,361 94
1,857 3,622
245 (39)
(577) (19)
1,525 3,564

The difference between the total current tax shown above and the amount calculated by applying the standard

rate of UK corporation tax to the profit before tax 1s as follows

Profit on ordinary activities before tax

Tax on profit on ordinary activities at standard rate of 28%
(2008 - 28 5%)

Factors affecting charge for the period

Capital allowances 1n excess of depreciation

Expenses not deductible for tax purposes

Other timing differences

Unrelieved foreign taxes

Dividends from foreign subsidanes

Group relief (Wilson UK)

Adjustment 1n respect of prior years

2009 2008
£2000 £°000
6,539 15,822
1,831 4,509
89 144
109 30
70 91
110 (225)
(685) (927
(457) .
790 .
1,857 3,622

13




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

9.

10.

DIVIDENDS
2009 2008
£000 £°000
Dividends paid of £4 5061 (2008 mil} per ordinary
share 5,636 -

SHARE-BASED PAYMENTS

Smith International Inc , the ulumate parent of the company, operates employee share schemes which include
restricted stock units

Equity-settled share option scheme

Key employees are granted restricted stock units  This conststs of a combimation of performance based
restricted stock units and time-based restricted stock units The number of performance-based units 1ssued 1s
solely dependent upon the return on equity aclueved by the group in the fiscal year subsequent to the award
Details of the share options not vested are as follows

2009 2008
Weighted Weighted
Number of average Number of average
share exercise share exercise
options price options price
Number £ Number £
Qutstanding at beginning of period 108,353 22 56 89,553 2554
Granted during the period 9,471 1641 38,761 1345
Exercised during the period - - (3,580) 18 26
Forfeited dunng the peniod (21,228) 1345 (16,381) 1345
Non-vested at the end of the period 96,596 2195 108,353 2256

The following table presents the weighted average assumptions used 1n the option pricing model for options
granted

2009 2008
Expected life (years) 5 5
Interest rate 4 3% 4 3%
Volatihity 31% 31%
Diwvidend yield 08% 08%
Weighted average fair value per share $29 33 $32 57

The company recognised total expenses of £220,412 and £88,584 relating to equity-settled share-based
payment transactions in 2009 and 2008

14



SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

11. TANGIBLE FIXED ASSETS

Leasehold  Plant and Rental
buildings machinery tools Total
£2000 £000 £°000 £2000

Cost
At 1 January 2009 1,250 4,179 13,410 18,839
Additions 359 801 2,088 3,248
Dasposals (29 {336) (4,125) (4,490)
Exchange movement 13 (79 (125) (1e1)
At 31 December 2009 1,593 4,565 11,248 17,406
Accumulated depreciation
At 1 January 2009 921 2,509 7,578 11,008
Charge for the year 51 447 1,345 1,843
Dhisposals (29) (131) (1,916) (2,076)
Exchange movement 2 (37) (61} 96)
At 31 December 2009 945 2,788 6,946 10,678
Net book value
At 31 December 2009 643 1,777 4,302 6,727
At 31 December 2008 326 1,670 5,832 7,831

The net book value of assets held under finance leases was £19,000 (2008 — £28,000)

15



SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

12 INVESTMENTS

Subsidiary undertakings
Associates

Other investments

Jomnt venture undertakings

The company has mvestments in the following undertakings

Country of
INCOrpOration
Subsidiary undertakings
Scotland
Smuth International (Investments) Limited
The Red Baron (O1l Tools Rental} Norge A/S Norway
Houston Engineers Limited Scotland
Associates
Neyrfor UAE LLC Dubai
Other
8 I Nederland BV Netherlands
Joint venture undertakings
Smuth International Manufactuning Lirmted Duba

13. STOCKS

Raw matenals and consumables
Work-n-progress
Finished goods

Principal
actwity

Non
Trading

Non
trading

Non
trading

O1l & gas
services

Ol & gas
services

O1] & gas
services

2009 2008
£000 £°000
8,236 8,236

42 42
621 621
4,680 4,680
13,579 13,579
Holding %
Ordinary
shares 100%
Ordinary
shares 100%
Ordinary
shares 100%
Ordwary 49%
shares
Preferred 11%
class A
shares
Ordinary 49%
shares

2009 2008
£°000 £°000

1,044 1,130

519 797
10,222 11,618
11,785 13,545

16




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

14. DEBTORS

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued tncome

15. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank overdraft

Obligatons under finance leases
Trade creditors

Amounts owed to group undertakings
Corporation tax

Other taxes and social secunity
Accruals and deferred income

2009 2008
£°000 £7000
17,965 24,429
16,220 17,010

101 139
519 986
34,805 42,564

2009 2008

£2000 £000
. 482
- 12

£,921 3,096
17,656 22,754

(113) 2,156

1,385 1,587
3,911 4364

24,760 34,451

The bank overdraft 15 secured by a floating charge over the assets of the company and a guarantee from the

ultimate parent company

16. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Amounts owed to parent company and
fellow subsidiary undertaking

2009 2008
£°000 £°000
2,007 -
2,007 -

Obligations under finance leases are secured aganst the related assets

17




SMITH INTERNATIONAL (NORTH SEA) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2009

17

18.

19.

PROVISIONS FOR LIABILITIES AND CHARGES

Deferred tax
At 1 January 2009
Charged to profit and loss account

At 31 December 2009

Deferred tax 13 provided as follows

Accelerated capital allowances

CALLED UP SHARE CAPITAL

Authonsed
2,000,000 ordinary shares of £1 each

Called up, allotted and fully paid
1,250,843 ordinary shares of £1 each

RESERVES

At 1 January 2009
Profit for the year
Other recognised gams
Dividends paad

At 31 December 2009

Capital Capital
reserve contribution
£'000 £°2000
900 7,199
900 7,199

2009
£°000
374
(332)
42
2009 2008
£2000 £°000
42 374
2009 2008
£000 £000
2,000 2,000
1,251 1,251
Profit &
Share loss
Premium account Total
£0006 £°000 £°000
5,612 28,872 42 583
- 5,014 5,014
- (515} (515)
- (5,636) (5,636)
5,612 27,735 41,446

The capital contribution 1s non distributable
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20.

21.

22.

23.

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

2009 2008

£°000 £000

Profit for the financial year 5014 12,258

Other recogmised losses relating to the year (515) 1,449

Dhividends paid (5,636) -

Net (reduction)/addition to shareheolders’ funds (1,137 13,707

Opening sharcholders’ funds 43,834 30,127

Closing shareholders’ funds 42,697 43,834
FINANCIAL COMMITMENTS

2009 2008

£°000 £°000

Capital commitments
Contracted for but not provided - -

Pension commitments
The company contributes to a defined contribution pension scheme

The total pension cost which 1s charged against profits represents contributions payable by the company and
amounted to £1,103,000 (2008 - £1,067,000)

Lease commitments

The minimum commitment falling due 1n the next twelve months, under non cancellable operating leases are
as follows

2009 2008
Land & Plant & Land & Plant &
builldings machinery  buildings Machinery

£000 £000 £2000 £7000
Expiry date:
- within one year 59 6 238 44
- within 2-5 years - 74 156 50
- after 5 years 1,058 - 623 -
1,117 80 1,017 94

CONTINGENT LIABILITIES

The company has provided performance guarantees to third parties in the normal course of business At 31
December 2009, guarantees outstanding amounted to £162,741 (2008 - £590,000)

RELATED PARTY TRANSACTIONS

The company 1s exempt from the requirement of FRS8 to include details of transactions with other group
compames There are no other related party transactions to disclose
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24.

28,

ULTIMATE PARENT COMPANY

The company 1s a wholly owned subsidiary undertaking of The Red Baron (O1l Tools Rental) Limited, a
company registered 1n the Umited Kingdom The smallest group in which the results of the company are
consolhidated 15 that headed by Smuth International Inc, a company mcorporated 1n the state of Delaware,
USA At 31 December 2009, the directors regarded Smuth International Inc as the ultimate parent undertaking
and 15 the largest group in which the results of the company are consohdated Subsequent to 31 December
2009, the ultimate parent company became Schlumberger Limted (note 25) This company 1s registered 1n
Netherlands Antilles Copies of the group accounts may be obtamed from Smith International Inc, P O Box
60068, Houston, Texas 77205-0068

SUBSEQUENT EVENTS

On 21 February 2010, Schlumberger Ltd and Smith Internauonal Inc Jomntly announced that their Boards of
Directors had unammously approved a definitive merger agreement in which the compames would combine
mn a stock-for-stock transaction On 27 August 2010 this merger was approved by the stockholders of both
companies and applicable regulatory approvals were obtamed and the company now regards Schlumberger
Limited, as the ultimate parent company

Due to the low level of activity 1n operations in the Middle East, the company 13 mn the process of closing
certain branch operations in Middle East
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