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Abbot Investments (North Africa) Limited

Directors' report for the period ended 31 December 2007

The directors present their annual report and the audited financial statements of the Company for the year ended
31 December 2007

Business review and principal activities
The Company 1s a wholly owned subsidiary undertaking of Abbot Group Limuted.

The Company’s principal activity 15 a holding company whose principal subsidiary undertakings provide
drilling and related well and facilities engineening services to the energy industry

The principal subsidhary undertaking 1s set out 1n note 17 to the financial statements

As shown 1n the Company’s Income Statement on page 6, the Company’s loss after tax has increased by 105%
compared to the previous period

On page 7 of the financial statements, the Balance Sheet shows that the net hability position of the Company at
the year end has increased, this 1s due to a bank loan, taken out by Abbot Group Limuted, partly being allocated
1o this Company

Since the balance sheet date the Company’s ultimate parent has changed, details can be found 10 note 19 and 20
There have been no other significant events since the balance sheet date

Principal risks and uncertainties
The principal nisks and uncertainties are discussed within note 10 on page 16

Key performance indicators (KPIs)

The direclors of Abbot Group Limmted manage the group’s operations on a divisional basis  For this reason, the
company’s directors believe that analysis using key performance indecators for the company 1s not necessary or
appropnate for an understanding of the development, performance or position of the business of Abbot
Investments (North Africa) Limited

Environment

The company has vanous subsidianies that provide drilling and related well and facilities engineening services
both onshore and offshore  In the execution of these services they undertake environmental nsk assessments
and site appraisals as standard These assessments are discussed with the clients 0 improve the environmental
performance of the operation as a whole, through the preparation and implementation of site specific
environmental plans

Employees
The company had no employees at any time during the year nor preceeding year

Results and dividends
The loss for the financial year was $3,747,000 (2006 $1,826,000) and has been transferred to reserves

The directors do not recommend the payment of a dividend




Abbot Investments (North Africa) Limited

Directors and their interests
The directors who served during the year were as follows

P J Milne

M J L Salter (resigned 31 July 2007)

M A White

G Cowperthwaite (resigned 28 April 2008)
M J Walker (appomted 28 Apnil 2008)

Statement of directors’ responsibilities

Company law requires the directors to prepare financial statements for each financial year that 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 year The
directors are required to prepare the financial statements on the going concern basis, unless it 1s 1nappropnate 1o
presume that the Company will continue 1n business

The directors confirm that sunable accocunting policies have been used and applied consistently They also
confirm that reasonable and prudent judgements and estimates have been made 1n prepanng the financial
statements for the year ended 31 December 2007 and that apphcable accounting standards have been followed

The directors are responsible for keeping proper accounting records which 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 Companies Act 1985 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 irregulanities

Directors’ statement as to Disclosure of Information to Auditors

a) So far as each director 1s aware, there 18 no relevant audit information of which the auditors are
unaware, and

b) Each of the directors has taken all the steps that he ought to have taken as a director 1n order to make
himself aware of any relevant audit mnformation and to estabhish that the Company’s auditors are
aware of that informatton

Auditors
The auditors, PricewaterhouseCoopers LLP, have indicated thewr willingness io continue 1 office and a

resolution concerning their reappointment will be proposed at the Annual General Meeting

By order of the Board

4, 4/{/

A W ] Banyard
Secretary
3 June 2008




Abbot Investments (North Africa) Limited

Independent auditors' report to the members of Abbot Investments
(North Africa) Limited

We have audited the financial statements of Abbot Investments (North Afnica) Liumted for the year ended 31
December 2007 which comprnise the Income Statement, the Balance Sheet, the Cash Flow Statement and the
related notes These financial statements have been prepared under the accounting policies set out therein

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements 1n accordance with
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union are set
out n the Statement of Directors’ Responsibilities

Our responsibility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and [nternational Standards on Auditing (UK and Ireland) This report, including the opimon, has
been prepared for and only for the company’s metnbers as a body in accordance with Section 235 of the
Compantes Act 1985 and for no other purpose  We do not, 1n giving this opinion, accept or assume respoensibility
for any other purpose or lo any other person to whom this report 1s shown or 1nto whose bands 1t may come save
where expressly agreed by our prior consent in writing

We report to you our opimon as to whether the financial statements give a true and fair view and whether the
financial statements have been properly prepared 1n accordance with the Comparnues Act 1985 We also report to
you whether 1n our opmon the information given i the Directors’ Report 1s consistent with the financial
statements

In addiion we report to you if, 1n our opinion, the company has not kept proper accounting records, 1f we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report 1f we become aware of any apparent
russtatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examrnation, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the significant estimaies and judgments
made by the directors in the preparation of the financial statements, and of whether the accountng policies are
appropriate to the company's circumstances, consistently applhied and adequately disclosed

We planned and performed our audit so as to obtawn all the information and explanatons which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from material misstatement, whether caused by fraud or other 1rregulanty or error In forming our opinion
we also evaluated the overall adequacy of the presentation of information 1n the financial statements
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Opinion
In our opinion

e the financial statements give a true and fair view, in accordance with [FRSs as adopted by the European
Unton, of the state of the Company’s affairs as at 31 December 2007 and of 1ts loss and cash flows for the
year then ended,

e the financial statements have been properly prepared in accordance with the Companies Act 1985,

s the information given in the Director’s Report 1s consistent with the financial statements

{%W LLf

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Anditors
Aberdeen

S 2008




Abbot Investments (North Africa) Limited

Income statement for the year ended 31 December 2007

2007 2006
Note $’000 $°000
Continuing operations
Other operating expenses 2) -
Operating loss 2) -
Finance costs 3 (5,061) (2,612)
Finance income 3 - 4
Loss before taxation (5,063) (2,608)
Taxation 5 1,316 782
Loss for the year from continuing operations 13 (3,747) (1,826)

The Company has no recognised gamns and losses other than the loss stated above and therefore no separate

statement of recognised income and expense has been presented

There 15 no material difference between the loss before taxation and the loss for the year from continuing

operations and their historical cost equivalents




Abbot Investments (North Africa) Limited

Balance sheet as at 31 December 2007

2007 2006
Note $°000 $r000
Assets
Non-current assets
Investments 6 67,201 60,304
Deferred tax assets 11 2,840 1,524
70,041 61,828
Current assets
Trade and other receivables 7 7 -
7 -
Total assets 70,048 61,828
Liabilities
Current liabilities
Trade and other payables 8 (408) (2,341)
Financial habilities — borrowings 9 (22,668) (10,044)
Financial assets - derivative financial instrument 10 (1,437 (725)
(24,513) (13,110)
Non-current liabilities
Financial habilities - borrowings 9 (54,285) {53,000)
Total liabilities (78,798) (66,110)
Net (liabilities) (8,750) (4,282)
Capital and reserves atiritbutable to Company’s equaty shareholder
Share capntal 12 - -
Hedging reserve 13 (1,447) (726)
Retained deficit 13 (7,303) (3,556)
Deficit of shareholder’s equity 13 (8,750) (4,282)

The financial statements on pages 6 10 21 were approved by the board of directors on 3 June 2008 and signed

on 1is behalf by

Dea,l T/\:\\

P J Milne
Director
3 June 2008




Abbot Investments (North Africa) Limited

Cash flow statement for the year ended 31 December 2007

2007 2006

Note 2000 $£7000
Cash flows used in operating activities 14 2) -
Cash flows from investing activities
Acquisition of subsidianes (6,897) (9,573)
Interest paid (5,887) (268)
Net cash used in investing activities (12,784) (9,841)
Cashflow from financing activities
QOutflows to group underiakings (1,123) -
Proceeds of bank loan 17,325 58,675
Net cash inflow from financing activities 16,202 58,675
Net increase in cash and cash equivalents J4le 48,834
Cash and cash equivalents at start of period 4,369) (53,203)
Cash and cash equivalents at 31 December 9 (953) (4,369)

Cash and cash equivalents as set out above on the cash flow statemnent include overdraft facihities which form

part of the Company’s cash management




Abbot Investments (North Africa) Limited

Notes to the financial statements for the period ended 31 December
2007

1 Basis of preparation

These financial statements have been prepared 1o accordance with International Financial Reporting Standards
(IFRS) and IFRIC interpretations endorsed by the European Umon (EU) and with those parts of the Companies
Act 1985 apphcable to companies reporting under IFRS

These financial statements are presented 1n US dollars Items included 1n the financial statements are measured
using the currency of the primary economic environment 1n which it operates (the functional currency) The
exchange rate used 1n respect of the major currencies in which the Company operates are $1 = £0 5018 (2006
$1 =£05109)

The financial statements have been prepared under the historical cost convention A summary of the more
imporiant Company accounting policies 1s set out below, together with an explanation of where changes have
been made te previous policies on the adoption of new accounting standards i the year

The parent company has agreed to provide the Company with financial support as required The directors
therefore consider st appropnate to prepare the financial statements on the going concern basis

The Company has taken advantage of the exemption from preparing consolidated financial statements afforded
by Section 228 of the Companies Act 1985 because 1t 1s a whelly owned subsidiary of Abbot Group Limuted,
its UK parent company which prepares consolidated financial statements, that are publicly available

2 Summary of significant accounting policies

The principal accounting policies adopted n the preparation of these financial statements are set out below
These polictes have been consistently applied to all the periods presented, unless otherwise stated

Investments
Investments held as fixed assets are shown at cost less appropnate provision where the directors consider that
impatrment 1n value has occurred Investments are considered for impairment at least annually

Cash and cash equivalents
Cash and cash equivalents compnse cash 1n hand, deposits with maturities of less than three months heid wiath

banks and bank overdrafts Bank overdrafts are shown within borrowings 1n current habihiies on the balance
sheel

Foreign currencies

Transactions denominated 1n a foreign currency are converted to the functional currency at rates ruling at the
date of the transaction Monetary assets and habilities denominated in forergn currencies have been translated
at the rates ruling at the balance sheet date  The resuliing exchange gains and losses are dealt with through the
income statements
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Taxation

The tax charge represents the sum of tax currently payable and deferred tax. Tax currently payable 1s based on
the taxable profit for the period Taxable profit differs from the profit reported in the income statement due to
1tems that are not taxable or deductible 1n any period and also due 10 1tems that are taxable or deductible 1n a
different perod The Company’s hability for current tax 1s calculated using tax rates enacted or substantively
enacted at the balance sheet date

Deferred income tax 1s provided, using the full liability method, on temporary differcnces ansing between the
lax bases of assets and liabilities and their carrying amounts 1n the financial statements The principal
temporary differences anse from depreciation on property, plant and equipment, tax losses carried forward and,
n relation to acquisitions, the difference between the fair values of the net assets acquired and ther lax base
Tax rates enacted, or substantially enacted, by the balance sheet date are used to determine deferred mncome
tax

Deferred tax assets are recogmsed 1o the extent that it 1s probable that future taxable profits will be available
against which the temporary differences can be utilised

Bank Borrowings
Interest-beanng bank loans and overdrafis are imtially recorded at fair value including directly attributable
transaction costs Subsequent measurement 1s at amortised cost using the effective interest method

Financial assets and liabilities
Financial assets and financial habilities are recogmsed on the Company’s balance sheet when the Company
becomes a party to the contractual provisions of the instrument

(1) Dertvative financial instruments and hedge accounting

The Company’s activities expose 1t primarily to the financial risks of changes in interest rates The company
uses interest rate swap contracts to hedge this exposure  The Company does not use denvative financial
mstruments for speculative purposes

The Company has negligible foreign exchange nisk as the vast majonty of 1ts assets and Liabihities are
denomnated 1n US dollars

Denvatives are mitially recognised at fair value on the date the contract 1s entered into and are subsequently
re-measured at their fair value The method of recognising the resulting gain or loss depends on whether the
denvative 1s designated as a hedging instrument, and 1f so the nature of the item being hedged The Company
designates certain denvatives as either hedges of the fair value of recognised assets or habilities or a firm
commtment (fair value hedge), hedges of highly probable forecast transactions (cash flow hedges), or hedges
of net investments 1n foreign operation (net investment hedges) The Company currently only uses cash flow
hedges and did not enter into any fair value or net investment hedges dunng the reporting period

Where hedging 1s to be undertaken, the Company documents at the inception of the transactions the
relationship between the hedging instrument and the hedging item, as well as its nsk management objective
and strategy for underiaking the hedge transaction
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The Company also documents 1ts assessment, both at hedge inception and on an ongoing basis, of whether the
denivatives that are used 1n hedging transactions are highly effective in offsetting changes in fair values or cash
flows of hedging items The Company performs effectivencss testing on a seri-annual basis

Changes 1n the fair value of cash flow hedges that are designated and effective as hedges of future cash flows
are recognised directly in equity and the neffective portion 1s recognised immediately 1n the income statement
If the cash flow hedge of a firm commtment on forecasted transaction results in the recogmtton of a non-
financial asset or a hability, then, at the time the assel or hability 1s recognised, the associated gams or losses
on the dertvative that had previously been recognised 1n equity are included 1n the mitial measurement of the
asset or liabality

For hedges that do not result 1n the recognition of an asset or a liability, amounts deferred m equity are
recogmsed in the 1ncome statement 1n the same period 1n which the hedged 1tem affects net profit or loss

Hedge accounting 1s discontinued when the hedging instrument expires or 1s sold, terminated, or exercised, or
no longer qualifies for hedge accounting At thal time, any cumulative gain or loss on the hedging instrument
recogmised 1n equaty 1s retained in equity unuil the forecasted transaction occurs If a hedged transaction 1s no
longer expected to occur, the net cumulative gain or loss recognised in equity 1s transferred to net profit or loss
for the year

The fair value of the interest rate swaps 1s estimated based on the discounting of expecied future cash flows at
prevailing intcrest rates at the balance sheet date

Disclosure of impact of future accounting standards
The following standards and interpretations were mandatory for the year ended 31 December 2007

IFRS7 “Financial Instruments Disclosures”

IFRS7 has resulted in additional disclosures in the Company accounts, however this standard has had no
matenal effect on the Company’s Income Statement, Balance Sheet or cash flow statement

- Amendment to 1AS1
The amendment to 1AS 1 introduces disclosures about the level of an entity’s capital and how 1t manages its
capital

IFRC 8 Scope of IFRS 2

IFRIC 9 Reassessment of embedded dertvates

IFRIC 10 Interim financial reporting and impairment
The applicauon of IFRIC 8, IFRIC 9 and IFRIC 10 did not have a matenal impact on the financial statements

The future accounting standards that may effect the Company 1n 2008 and 2009 are as follow
- IFRS8 “Operating Segments” will replace 1A514 “Segment Reporting” and proposes thal entities adopt a

management approach to reporting financial performance  We do not anticipate that this standard wall have any
material impact on the Company’s financial statements
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- IFRS83 (revised) “Business Combinations”
This standard includes some significant changes to IFRS3 1n respect of business combinations wath all payments
made to purchase a business recorded at fair value at acquisition date This standard wall affect any
acquisitions the Company makes from 1 January 2010

- IAS 1 (revised) Presentation of Financial Statements
This standard prescribes the basis for presentation of financial statements and aims 1o ensure comparability both
with the entity’s financial statements of previous periods and with the financial statements of other enuilies

- LAS 23 (revised) Borrowing Costs
The revised standard removes the option of immediately recognising an expense on borrowing costs that relate
to assets that take a substantial period of time to get ready for use

- IFRIC 11 Group and Treasury Share Transactions
This mterpretation addresses how to apply [FRS 2 to share based payment arrangements involving an entity’s
own equily mstruments or mstruments of another entity 1n the same group

Significant accounting yudgments and estimates

The preparation of the financial statements requires the use of estimates and assumptions that affect the
reported amounts of assets and habilities at the date of the financial statements and the reported amounts of
revenue and expenses during the year Although these estimates are based on management’s best knowledge
of the amount, event or actions, actual results ultimately may differ from those estimates Where sigmficant
estimates or assumptions have been applied 1n estimating balances 1n the financial statements, these have been
disclosed 1n the relevant notes to those balances

3 Finance costs - net

2007 2006

$°000 $’000
Finance costs
Interest payable to group undertakings (149) (1,007}
Interest payable on bank borrowings {4,912) (1,605)
Finance costs (5,061) (2,612)
Finance income
Other nterest recervable - 4
Finance income - 4
Finance costs — net (5,061) (2,608)
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4  Loss before taxation

The following 1tems have been included 1n arriving at loss before taxation

2007 2006
$'000 $000
Foreign exchange loss 2 -

Audit fees are borne by another group company For the purposes of disclosure, a fair allocation of the

Company’s audit fee would be $10,000 (2006 $10,000)

5 Taxation

(a) Analysis of charge (credit) in year

2007 2006
$°000 $’000
Current tax - -
Deferred tax at 28% (2006 30%) (1,316) (782)
Total tax credit (note 5(b)) (1,316) (782)
(b) Factors affecting tax (credit) charge 1n year
2007 2006
$'000 $°000
Loss before taxation (5.063) (2,608)
Loss before taxation at standard rate of corporation tax n the UK (30%) (1,519 (782)
Effects of
Adjustment 1n respect of change to tax rates 203 -
Tax credit for year (note 5(a)) (1,316) (782)

The tax credit for the year 1s at the future rate of corporate tax in the UK (28%) (2006 30%) The changes to

the UK corporation tax rates were substantively enacted 1n the Finance Act 2008, as the benefit of the available

losses wilt occur when the rate 1s 28%, this rate has been used to calculate the deferred tax provision

13
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6 Fixed asset investments

Investments comprise the cost of shares 1n subsidiary undertakings as follows

2007 2006
$°000 $'000
At start of period 60,304 50,731
Additions 6,897 9,573
At 31 December 67,201 60,304

During the year the company provided Marlin Offshore International Limuted with cash funding to finance 1ts
operattons The company’s shareholding remans at 10%

Markn Offshore International Limited was incorporated i September 2006 and the figures below relate Lo the
16 months unaudited financial statements for the periods ended 31 December 2007

%

Country of Assets  Liabilites Revenues Profit Interest

Name Incorporation $°000 $'000 $'000 $°000 held
Marlin Offshore British Virgin

International Limited Islands - 2007 209,468 15,742 71772 32,250 10
Marlin Offshore British Virgin

International Limited Islands — 2006 113,195 15,934 10,356 3,000 10

7  Trade and other receivables
2007 2006
$’000 $°000

Amounts owed by group undertakings 7 -

The amounts owed by group undertakungs are unsecured, interest free and repayable on demand Al trading
group balances are settled on 2 monthly basis, therefore no impairment provision 1s required

The fair value of trade and other recervables are approximate to therr carrying amounts given that they arc
short term 1n nature

8 Trade and other payables

2007 2006

$°000 $°000

Amounts owed 1o group undertakings 6 1,128
Accruals and deferred income 402 1,213
At 31 December 408 2,341

The amounts owed to group undertakings are unsecured, interest free and repayable on demand

Management consider that there 1s no difference between the historical value and the fair value of the habihities
duc to the short term nature of the balances
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9 Financial liabilities - borrowings

2007 2006
$°000 $°000
Current bank overdrafts
Unsecured 953 4,369
Current loans
Bank loan — unsecured 21,715 5,675
22,668 10,044
Non current liabilities
Bank loan - unsecured 54,285 53,000

The bank overdrafts are denominated 1n US dollars and £ Sterling and bear interest based on LIBOR or foreign
equivalents appropnate to the currency denomination of each borrowing  All bank loans and overdrafts bear
interest at floaung rates with the exception of the 1nterest rate swap included in note 10

As part of the nterest rate management strategy, the Company has entered 1nto an interest rate swap contract
Details of the interest rate swap 1s included n note 10

The average interest rates of the Company’s borrowings at the balance sheet dates were as follows -

2007 2006

%o %
Bank overdrafts 6.3% 67%
Bank borrowings 6.8% 6 9%

The carrying amounts of the Company’s borrowings and net overdrafts are denominated n the following
currencles

2007 2006

$000 $°000
Pound Sterhing 130 -
US dollar 76,823 63,044

76,953 63,044
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10 Financial instruments

Financial risk factors
a) Market risk

1} Foreign exchange nsk
The Company has neghgible foreign exchange nsk as the vast majority of its assets and liabilines are
denominated 1n US dollars

A movement of 5% 1s considered to represent a matertal fluctuation of exchange rates Movements 1n all of
the Company's exchange rate painngs against the US dollar have been considered as each has the potential to
impact on the reported US dollar profits and net assets

If the US dollar became 5% stronger against all other currencies of the Company, then revalsation of the
balance sheet position as at 31 December 2007 would give nise to exchange gains of $ 6,000 (2006 $ nil)

If the US dollar became 5% weaker against all other currencies of the Company, then revaluation of the
balance shect position as at 31 December 2007 would give rise to exchange losses of $ 6,000 (2006 $ nil)

u) Interest rate risk

The Company 15 exposed to 1nterest rate nisk on 1ts interest-bearing borrowings The Company's policy 1s to
maintain a sigmficant percentage of its borrowings at fixed interest rates to generate the desired interest
profile  This 1s, 1n part, achieved by using interest rate swaps 1o fix interest rate exposures on certain variable
borrowings At 31 December 2007, approximately 69% (2006 84%) of current and non-current bank loans
were at secured rales after taking account of interest rate swaps

A movement of 1% 1s considered to represent a matenal fluctuation of interest rates

If the average interest rate had been 1% higher or lower duning 2007, then the profit before taxation would
have been § 183,000 lower or hugher respectively (2006 $ 166,000)

1) Price risk
The Company 1s not exposed to any significant price nsk in relation to its financial instruments

b) Credit nsk
The Company 15 not exposed to any credit nisk as 1t does not trade
¢) Liquidity nsk

Liquidity nisk 15 monitored at a group level headed by the Company's ultimate UK parent company, Abbot
Group Limited The Group actively maintains a mixture of long-term and short-term commutted facilities that
are designed to ensure that the group and individual companes including the Company have sufficient funds
for operations and planned expansions At 31 December 2007, 71% (2006 84%) of the Company's
borrowing facilities were due to mature 1n more than one year

In March 2008, the Company and the Group's bank facilities were repard and replaced by new facihuies
pursuant to the acquisiion of the group by First Reserve Corporation

d) Capital nsk

The capital structure 1s momtored at a group level headed by the Company’s ultimate UK parent company,
Abbot Group Limuted, and disclosure 1s provided 1n the consolidated statutory accounts of Abbot Group
Limited

The table below analyses the Company's financial habilities which will be settled on a net basis 1nto relevant

matunty groupings based on the remaining period from the balance sheet date 1o the contractual maturity
date The amounts disclosed in the table are the contractual undiscounted cash flows

16
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10 Financial instruments (continued)

Less than Between 1 Between 2 Over 5
1 year and 2 years and 5 years years
$'600 $'000 $'000 $'000
At 31 December 2007
Borrowings 23,514 24,263 38,691 -
Denvative financial instruments 1,451 - - -
Trade and other payables 408 - - -
At 31 December 2006
Borrowings 10,778 17,098 47311 -
Dernvative financial instruments 739 - - -
Trade and other payables 2,341 - - -

The table below analyses the Company's derivative financial habilitics into relevant maturity groupings based
on the remaining penod from the balance sheet date to the contractual matunity date  The amounts disclosed

it the table are the contractual undiscounted cash flows

Less than Between 1 Between 2 Over 5
1 year and 2 years and 5 years years
At 31 December 2007 $'000 $'000 $'000 $'000
Interest rate swap
Quitflow - net settlement 600 326 325 -
At 31 December 2006
Interest rate swap
Outflow - net settlement 236 271 232 -

There were no forward foreign exchange contracts 1n place at either 31 December 2007 or 31 December 2006

The Company's interest rate swap 1s categorised as a cash flow hedge

Fair value of non-denvative financial assets and financial liabilities

The fair value of short-term borrowings, trade and other payables, and trade and other receivables
approximates to the carrying amount because of the short matunty of interest rates in respect of these
instruments  Long-lerm borrowings are generally rolled over for penods of three months or less, and as a

result, book value and fair value are considered to be the same

2007 2006
Book value Fair value Book value Fair value
$'000 $'000 $000 $'000
Fair value of long-term borrowings
Long-term borrowings (note 9) 54,285 54,285 53,000 53,000
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10 Financial instruments (continued)

2007 2006
Book value Fair value Book value Fair value
$'600 $'000 $'000 $000

Fair value of other financial assets and financial liabilities
Primary financial instruments held or 1ssued to finance the Group's operations

Trade and other receivables (note 7) 7 7 - -
Trade and other payables (note 8) 408 408 2,341 2,341
Short-term borrowings (note 9) 22,668 22,668 10,044 10,044

Derivative financial instruments

The fair value of the Company's derivative financial instruments at the balance sheet date were as follows

2007 2006
Assets  Liabilities Assets Liabiliies
§'000 $'000 $'000 $'000
Interest rate swap - cash flow hedge - 1,437 - 725
Total derivative financial instruments — current - 1,437 - 725

The full fair value of a hedging denvative 1s classified as a non-current asset or hability 1f the remaining
maturity of the hedged 1tem 1s more than 12 months and, as a current assets or hability 1f the matunty of the
hedged 1tem 1s less than 12 months

In March 2008, the interest rate swap was migrated into new faciliies and therefore new swaps are now 1n
place, and the nterest rate swap denvative amount 1s categonsed as being current at 31 December 2007

There was no meffectiveness recogmised 1n the income statement from cash flow hedges 1n either the current
or preceding year

a) Forward foreign exchange contracts
There were no forward foreign exchange contracts n place at either 31 December 2007 or 31 December 2006
b) Interest rate swaps

The notional principal amounts of the Company's outstanding interest rate swaps at 31 December 2007 was
$53,000,000 (2006 $53,000,000)

At 31 December 2007, the fixed nterest rate excluding margin was 5 54% (2006 5 54%) and the floating rate
was 5 59% (2006 5 42%)

The 1nterest rate swap was for a penod of 5 years 1n total and was due to expire 1n June 2011

However as noted above, the interest rate swap was migrated into new facilities 1n March 2008 and 1s
therefore reflected as being current in nature

The fair value gains and losses relating to the interest rate swap which are deferred 1n equity at 31 December
2007 will reverse 1a the income statement over the term of the swap

The Company currently only uses cash flow hedges and did not enter into any fair value or net investment
hedges dunng either the reporting period or the preceding perod
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11 Deferred tax

2007 2006
$°000 $°000
At 1 January 1,524 742
Crednt 10 income statement 1,316 782
At 31 December 2,840 1,524
The deferred tax asset 1s 1n respect of the tax losses carried forward to the extent that the realisation of the
related tax benefit through future taxable profits 1s probable
12 Share capital
2007 2006
Authorised $°000 $°000
1,000 ordinary shares of £1 each 2 2
2007 2006
Issued Shares 7000 Shares $7000
Ordinary shares of £] each
At 1 January 1 - 1 -
At 31 December 1 - 1 -
13 Statement of changes in shareholder’s equity
Hedging Share Retained
Reserve Capital Deficit Total
$°000 5’000 $°000 $000
At 1 January 2006 . - (1,730) (1,730)
Loss for the year - - (1,826) (1,826)
Net movement on cashflow hedges (726) - - -
At 31 December 2006 (726) - (3,556) (4,282)
At 1 January 2007 (726) - (3,556) (4,282)
Loss for the year - - (3,747) (3,747)
Net movement on cashflow hedges (721) - - (721)
At 31 December 2007 (1,447) - (7,303) (8,750)
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14 Cash flows from operating activities

2007 2006
$°000 $°000
Loss before taxation for the year (5,063) (2,608)
Adjustments for
Net finance cost 5,061 2,608
Cash flows from operating activities 2} -

15 Employees and directors

None of the directors who served duning the year received any emoluments 1n respect of their services to the

Company (2006 $nil)

The Company had no employees at any ttme during the year (2006 none)

16 Related party transactions

The following balances relate to transactions carned out with group undertakings

2007 2006

$'000 $'000

Amounts owed by group undertakings 7 -

Amounts owed lo group undertakings 6 1,128
Significant transactions within group undertakings

2007 2006

$'000 $’000

Interest payable 149 1,007

Bank loans, overdraft and guarantee facihities available to Abbot Group Limited and certain subsidiaries of

$1,300,000,000 are secured inter alia by a cross guarantee from the Company

No other sigmificant related party transactions took place during the year
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17 Principal subsidiary undertakings

Abbot Investments (North Afnica) Limated 1s a company ncorporated in England and Wales and domuciled 1n
Scotland

The Company’s principal subsidsary undertaking 1s as follows

Country of % of equity
Principal subsidiary undertaking Incorporation Principal activity Interest
IL1 Corporation Limited * Cayman Islands Drilling Services 100
KCA DEUTAG Drilling (Thailand) Limited Thailand Dnlling Services 100

An astenisk denotes an investment held indirectly

18 Capital commitments
The Company had no capital commutments ai 31 December 2007 and 31 December 2006

19 Ultimate parent undertaking

The Company 1s a wholly owned subsidiary underlaking of Abbot Group Limited, which 1s regisiered 1n
England and Wales The Company’s ulumate parent undertaking 1s FR XI-D Offshore AIV L P, which 1s
registered 1n the Cayman Islands, a private equity fund advised by First Reserve Corporation, a corporation
formed under the laws of the State of Delaware, USA The only financial statements in which the results of the
Company are consolidated 1s that headed by Abbot Group Limited Copies of the financial statements of
Abbot Group Limited are available from Minto Dnive, Altens, Aberdeen, AB12 3LW

20 Post balance sheet events

The Company’s ultimate parent was acquired by Turbo Alpha Limited, a company controlled by First Reserve
Corporauon, on 7 March 2008 Details of the arrangement can be found 1n the Abbot Group Limated financial
statements which are publicly available, as per note 19

On 31* March 2008 the company received a capital contnbution of $20,000,000 from its ultimate parent
company, Abbot Group Limuted
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