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Important information 

This Prospectus has been prepared in order to provide information about Panoro Energy 
ASA (“Panoro Energy” or the “Company”) and its business in connection with the listing 
(the “Listing”) on Oslo Børs of 95,638,921 Shares in the Company (the “Listing Shares”) 
as described in this Prospectus. The Listing Shares form part of the Shares in the 
Company that were issued in connection with the merger between the Company and 
Pan-Petroleum Holding AS approved at an extraordinary general meeting of the Company 
on 26 April 2010 and completed on 29 June 2010 (the “Merger) and the NOK 380.25 
million private placement of Shares that was approved in an extraordinary general 
meeting of the Company on 26 April 2010 (the “Private Placement”) of which NOK 192.5 
million (gross proceeds) was closed on 7 June 2010 and 187.75 million (gross proceeds) 
was closed on 29 June 2010. 

THIS PROSPECTUS SERVES AS A LISTING PROSPECTUS FOR THE LISTING 
SHARES AS REQUIRED BY APPLICABLE LAWS AND DOES NOT CONSTITUTE AN 
OFFER TO BUY, SUBSCRIBE OR SELL ANY SHARES OR OTHER SECURITIES. 

For the definitions of terms used throughout this Prospectus, see Section 17 “Definitions 
and Glossary of Terms”. 

_______________________ 

The Company has furnished the information in this Prospectus. The Managers makes no 
representation or warranty, expressed or implied, as to the accuracy or completeness of 
such information, and nothing contained in this Prospectus is, nor shall be relied upon as, 
a promise or representation by the Managers. This Prospectus has been prepared to 
comply with the Norwegian Securities Trading Act and the Norwegian Regulation on 
Contents of Prospectuses, which implements the Prospectus Directive (EC/2003/71), 
including the Commission Regulation EC/809/2004, in Norwegian law. The Financial 
Supervisory Authority has reviewed and approved this Prospectus in accordance with the 
Norwegian Securities Trading Act section 7-7. This Prospectus has been published in an 
English version only.  

All inquiries relating to this Prospectus should be directed to the Company or the 
Managers. No other person has been authorised to give any information about, or make 
any representation on behalf of, the Company in connection with the Listing, and, if given 
or made, such other information or representation must not be relied upon as having 
been authorised by the Company or the Managers.  

The information contained herein is as of the date hereof and subject to change, 
completion or amendment without notice. There may have been changes affecting the 
Company or its subsidiaries subsequent to the date of this Prospectus. Any new material 
information and any material inaccuracy that might have an effect on the assessment of 
the Listing Shares arising after the publication of this Prospectus and before the Listing 
will be published as a supplement to this Prospectus in accordance with section 7-15 of 
the Norwegian Securities Trading Act. 

The contents of this Prospectus shall not to be construed as legal, business or tax advice. 
Each reader of this Prospectus should consult its own legal, business or tax advisor as to 
legal, business or tax advice. If in any doubt about the contents of this Prospectus, 
readers should consult their stockbroker, bank managers, lawyer, accountant or other 
professional adviser. 

In the ordinary course of their respective businesses, the Managers and certain of its 
affiliates have engaged, and may continue to engage, in investment and commercial 
banking transactions with the Company and its subsidiaries.  
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Without limiting the manner in which the Company may choose to make any public 
announcements, and subject to the Company’s obligations under applicable law, 
announcements relating to the matters described in this Prospectus will be considered to 
have been made once they have been received by Oslo Børs and distributed through its 
information system. 

Unless otherwise indicated or the context otherwise requires, all references in this 
Prospectus to “Panoro Energy”, the “Panoro Group” or the “Company” are to Panoro 
Energy ASA and its consolidated subsidiaries. 

_______________________ 

 

Investing in the Company’s Shares involves risks. See Section 2 “Risk Factors” 
of this Prospectus.  
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1. SUMMARY  

The following summary should be read as an introduction to the Prospectus and in 
conjunction with, and is qualified in its entirety, by the more detailed information and the 
Appendices appearing elsewhere in this Prospectus. Any decision to invest in the Shares 
should be based on a consideration of the Prospectus as a whole by the investor. 

In case a claim relating to the information contained in the Prospectus is brought before 
a court, the plaintiff Investor might, under the national legislation, have to bear the cost 
of translating the Prospectus before legal proceedings are initiated. Civil liability attaches 
to those persons who have tabled the summary including any translation thereof, and 
applied for its notification, but only if the summary is misleading, inaccurate or 
inconsistent when read together with the other parts of the Prospectus. 

1.1 DESCRIPTION OF THE COMPANY  

Introduction 

Panoro Energy’s legal and commercial name is Panoro Energy ASA. Panoro Energy is a 
Norwegian Public Limited Company organised under the Norwegian Public Limited 
Companies Act of 19 June 1997 No 45. Panoro Energy’s registered organization number 
is 994 051 067. The company was incorporated on 28 April 2009 under the name Startup 
387 09 AS. The incorporation name was New Brazil Holding ASA and the Company was 
renamed to Panoro Energy ASA on 1 June 2010. 

Panoro Energy’s registered office is at Dr. Maudsgate 1-3, 0124 Oslo, Norway. The 
Company’s telephone number is + 47 23 01 10 00. 

History and development 

In 2005, the two companies Northern Oil ASA and NaturGass (USA) AS merged and 
changed its name to Norse Energy Corp. ASA (“Norse Energy”). On 13 July 2005 Norse 
Energy was listed on the Oslo Stock Exchange under the ticker symbol “NEC”.  

In a general meeting in Norse Energy on 28 January 2010 it was resolved that Norse 
Energy should be divided into two parts, where ownership of Norse Energy’s mainland 
business (i.e., the business in the US and its associated assets) was to be retained by 
Norse Energy while the ownership of the business in Brazil through Norse Energy do 
Brasil S.A. and its associated assets was to be transferred to Panoro Energy (the 
“Demerger”).    

The Demerger and the separation of the two business areas of Norse Energy and the 
separate listing of Panoro Energy was assumed to optimise the capital structure and 
provide considerable growth potential in the respective markets. The Demerger was 
completed on 7 June 2010 and Panoro Energy was assumed for listing on Oslo Børs on 8 
June 2010. Through the Demerger Panoro Energy acquired, among other things, 70% of 
the shares in NEdB. 

At an extraordinary general meeting of the Company on 26 April 2010, a merger 
between the Company and Pan-Petroleum Holding AS (“Pan Holding”) was approved (the 
“Merger”). The objective of the Merger was to create a significant E&P company with 
organizations and assets that are complementary and which jointly should enable 
superior performance. The Merger was completed on 29 June 2010 with Pan Holding as 
the assigning entity and Panoro Energy as the acquiring entity. Through the Merger, 
Panoro Energy acquired 100% of the shares in Pan Group and the 30% of the shares in 
NEdB not already owned by the Company.  



8 

 

Research and development, patents and licenses 

In order to operate in Brazil and West Africa, the Company is dependent on certain 
exploration and production licenses. The Company currently holds interests in the 
following licenses: 

Licence Country Interest 

BCAM-40/Manati (including Camarão Norte Brazil 10% 

Sardinha Brazil 20% 

Cavalo Marinho Brazil 50% 

Estrela-do-Mar Brazil 65% 

Coral Brazil 35% 

S-M 1035 Brazil 50% (Operator) 

S-M 1036 Brazil 50% (Operator) 

S-M 1100 Brazil 50% (Operator) 

Dussafu Marin (Gabon)  Gabon 33.34 % 

OML 90 Ajapa Field (Nigeria)1   Nigeria 40%  

OML 90 Aje Field (Nigeria)2 Nigeria 12,1913% revenue 
interest 
6,502% participating 
interest 

Mengo-Kunji-Bundi (MKB license) Republic of Congo 20% 

Block 3 (Joint Development Zone of Nigeria Sao 
Tome and Principe) 

JDZ 10% 

 

The Company has not had any material expenses to research and development. 

1.2 THE LISTING AND ADMISSION TO TRADING  

The Shares in Panoro Energy were approved for listing in the board meeting of Oslo Børs 
on 27 May 2010 and were listed on Oslo Børs on 8 June 2010.  

However, the Listing Shares have been non-listed shares issued under a separate ISIN 
pending completion of a listing prospectus for the Listing Shares. The Listing Shares will 
be admitted to trading on Oslo Børs following approval and publication of this Prospectus. 
Panoro Energy expects the Listing Shares to be admitted to trading on or about 16 
September 2010. At the same time, the Listing Shares will be transferred to the same 
ISIN as other Shares, being ISIN NO 001 0564701. 

The Listing Shares are in every respect equal to the already listed Shares and all Shares 
carry equal voting rights. 

To Panoro Energy’s knowledge no Shares are listed on any other authorised or non-
authorised market place other than Oslo Børs.  
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1.3 EXPENSES IN CONNECTION WITH THE LISTING 

Costs attributable to the Listing will be borne by the Company. The total costs are 
expected to amount up to approximately NOK 4 million, which include cost related to fees 
to the Managers, Oslo Børs, printing and distribution of this Prospectus, costs to legal 
advisors and the Company’s auditor.  

1.4 SUMMARY OF RISK FACTORS 

A number of risk factors may adversely affect the Company. The risks outlined in Section 
2 are not exhaustive, and other risks not discussed herein may also adversely affect the 
Company. Prospective investors should consider carefully the information contained in 
this Prospectus and make an independent evaluation before making an investment 
decision. The risk factors the Company and its Shares are subject to are inter alia; 
competition, availability of drilling equipment and access restrictions, the Company’s oil 
and natural gas production, new reserves, technical risk, estimates for abandonment 
costs, permits and licenses, governmental regulations, title to properties, commodity 
price volatility, environmental risks, key personnel, liquidity risk, credit risk, exchange 
risk, interest rate risk and commodity price risk. 

1.5 DIRECTORS, MANAGEMENT AND EMPLOYEES 

Board of directors 

The Company’s Board of Directors consists of the following members: Dr Phil Vingoe 
(Chairman), Katherine Hatlen Støvring, Ragnar Thor Grundtvig Søegaard, Tord Pedersen 
and Christine M.K. Wheeler. 

Management 

The executive management of the Company currently consists of the following members: 
Kjetil Solbrække (CEO), Anders Kapstad (CFO), Nishant Dighe (COO), Thor Tangen (EVP 
Field Development) and Alistair Stobie (EVP New Ventures). 

Employees 

As of the date of this Prospectus, the Company’s operations involve about 38 people. 

1.6 ADVISORS AND AUDITORS 

Managers 

The Managers for the Listing is Arctic Securities ASA and Pareto Securities AS. 

Legal Advisor 

The Company’s legal advisor is Advokatfirmaet Selmer. 

Independent Auditor 

The Company's auditor is Ernst & Young AS. 
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1.7 SUMMARY OF OPERATING AND FINANCIAL INFORMATION 

The legal entity Panoro Energy ASA (established 28 April 20009) was acquired by Norse 
Energy in December 2009. The legal entity had no operations or activity in 2009.  

The table below is a summary of the Statement of Financial Position of Panoro Energy 
ASA as of 31 December 2009: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Statement of Financial Position; Panoro Energy ASA (USD 000) 

Assets 31.12.2009 
Current assets 
Cash and cash equivalents 173     
Total assets 173     

Equity and liabilities 
Equity 173     
Total equity and liabilities 173     
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Unaudited Consolidated Financial Statements (USD 000) 

 
Q2 Q1 Q2 YTD YTD

2009 2010 2010 2010 2009

7,781     10,236    9,695      Oil and Gas revenue 19,931      14,003     

-        251         -          Other income 251           -           

7,781     10,487    9,695      Total revenues and other income 20,182      14,003     

839        954         1,164      Production costs 2,118        1,886       

-        81           4,659      Exploration related costs 4,740        7,355       

1,654     2,271      2,786      General and administrative costs 5,057        3,571       

-        780         4,678      Merger and restructuring costs 5,458        -           

5,288     6,401      (3,592)     EBITDA 2,809        1,191       

1,690     1,811      1,966      Depreciation 3,777        3,170       

3,598     4,590      (5,558)     EBIT - Operating income/(loss) (968)          (1,979)      

-        -          2,931      Gain on acquisition of subsidiary 2,931        -           

(3,375)   (4,103)     (5,678)     Net f inance income/(costs) (9,781)       (6,008)      

31,421   (2,513)     (47)          Net foreign exchange gain/(loss) (2,560)       32,209     

-        -          (577)        Warrants effect - gain/(loss) (577)          -           

31,644   (2,026)     (8,929)     Income/(loss) before tax (10,955)     24,222     

(15,397) 377         2,008      Income tax benefit/(expense) 2,385        (7,961)      

16,247   (1,649)     (6,921)     Net income/(loss) for the period (8,570)       16,261     

13,526   (2,175)     (10)          
Exchange differences arising from translation of 
foreign operations (2,185)       13,765     

13,526   (2,175)     (10)          
Other comprehensive income/(loss) for the 
period (net of tax) (2,185)       13,765     

29,773   (3,824)     (6,931)     
Total comprehensive income/(loss) for the 
period (10,755)     30,026     

Net income /(loss) for the period attributable 
to: 

16,247   (1,695)     (5,502)        Equity holders of the parent (7,197)       16,261     

-        46           (1,419)        Non-controlling interests (1,373)       -           

Total comprehensive income/(loss) for the 
period attributable to:

29,773   (3,217)     (5,151)        Equity holders of the parent (8,368)       30,026     

-        (607)        (1,780)        Non-controlling interests (2,387)       -           

Earnings per share

 0.50 (0.03)       (0.08)       
(USD) – Basic and diluted for income/(loss) for the 
period attributable to equity holders of the parent (0.11)         0.56 

(Unaudited) - USD 000 (Unaudited) - USD 000
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Unaudited Condensed Consolidated Statements of Financial Position (USD 000) 

 Amounts in USD 000 30-Jun 31-Mar 31-Dec

(Unaudited) 2010 2010 2009

Non-current assets

Licenses and exploration assets 190,375          124,409          126,300         

Production assets and equipment 102,856          106,380          111,300         

Property, furniture, f ixtures and off ice equipment 1,460              1,076              2,806             

Deferred tax assets 27,411            24,819            22,564           

Other non-current f inancial assets -                 301                 308                

Other non-current assets 1,237              1,251              1,791             

 Total Non-current assets 323,339         258,236         265,069         

Current assets

Trade and other receivables 15,383            14,709            14,715           

Cash and bank balances 56,347            10,239            13,105           

Total current assets 71,730           24,948           27,820           

Assets classif ied as held for sale 30,000            -                 -                 

Total Assets 425,069         283,184         292,889         

Equity

Share capital 38,141            76,692            76,692           

Other equity 183,972          (10,842)          (7,625)            

222,113         65,850           69,067           

Non-controlling interests -                 29,477            30,084           

222,113         95,327           99,151           

Long-term liabilities

Long-term interest bearing debt 100,665          38,284            -                 

Deferred tax liabilities 11,731            -                 -                 

Liabilities related to w arrants 577                 -                 -                 

Other long-term liabilities 24,267            20,756            20,928           

Total long-term liabilities 137,240         59,040           20,928           

Short-term liabilities

Short-term interest bearing debt 29,817            39,499            80,887           

Loan payable to Norse Energy Corporation ASA -                 63,433            57,946           

Accounts payable, accruals and other liabilities 35,899            25,885            33,977           

Total short-term liabilities 65,716           128,817         172,810         

Total Liabilities 202,956         187,857         193,738         

Total Equity and Liabilities 425,069         283,184         292,889         

Total Equity attributable to equity holders of the parent

Total Equity 
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Unaudited Consolidated Cash-flow statement (USD 000) 

30 June 2010 30 June 2009
USD 000 USD 000

(Unaudited) (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income / (loss) for the period before tax (10,955)          24,222           

Adjusted for:

Depreciation 3,761              3,170              

Market adjustments for warrant effects 577                 -                  

Non-cash exploration related costs -                  7,300              

Gain on sale of property (251)                -                  

Net finance costs 9,781              6,008              

Other adjustments -including working capital (20,108)          (61,770)          

Net cash flows from operating activities (17,195)          (21,070)          

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in Exploration, production and other assets (954)                (9,546)            

Proceeds from sale of property 1,421              -                  

Net cash acquired at acquisitions 4,304              -                  

Net cash flows from investing activities 4,771              (9,546)            

CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds from issuance of shares 54,851           30,000           

Net interests paid (8,417)            (2,840)            

Financial liabilities raised / (repaid) 9,135              (4,117)            

Net cash flows from financing activities 55,569           23,043           

Foreign exchange differences 97                   2,550              

Change in cash and cash equivalents during the period 43,242           (5,023)            

Cash and cash equivalents at the beginning of the period 10,655           7,597              

Cash and cash equivalents at the end of the period 53,897           2,574               
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Unaudited Consolidated changes in equity (USD 000) 

Attributable to equity holders of the parent

For six months ended 30 June 2010
Amounts in US$000

Issued 
capital

Share 
premium

Retained 
earnings

Currency 
translation 
adjustment Total

Non-
controlling 

interest Total equity

At 1 January 2010 (unaudited) 76,692    -          (30,005) 22,380       69,067    30,084      99,151        

Income / (loss) for the period -          -          (1,695)    -              (1,695)     46              (1,649)         
Other comprehensive income -          -          -         (1,522)        (1,522)     (653)          (2,175)         

Total Comprehensive income -          -          (1,695)    (1,522)        (3,217)     (607)          (3,824)         

At 31 March 2010 (unaudited) 76,692    -          (31,700) 20,858       65,850    29,477      95,327        

Income / (loss) for the period -          -          (5,502)    -              (5,502)     (1,419)       (6,921)         
Other comprehensive income -          -          -         351             351         (361)          (10)              

Total Comprehensive income -          -          (5,502)    351             (5,151)     (1,780)       (6,931)         

Re-organisation of share capital on de-
merger (76,692)  -          -         -              (76,692)  -             (76,692)      
Issue of shares - for de-merger and 
acquisition of Pan AS 31,372    151,883 -         -              183,255 (27,697)     155,558     
Issue of shares - for cash (net) 6,769      48,082    -         -              54,851    -             54,851        

At 30 June 2010 (unaudited) 38,141    199,965 (37,202) 21,209       222,113 -             222,113     

Attributable to equity holder of the parent

For six months ended 30 June 2009
Amounts in US$000

Issued 
capital

Share 
premium

Retained 
earnings

Currency 
translation 
adjustment Total

Non-
controlling 

interest Total equity

At 1 January 2009 (unaudited) 45,257    -          (40,141) 1,760          6,876      -             6,876          

Income / (loss) for the period -          -          14           -              14            -             14                
Other comprehensive income -          -          -         239             239         -             239             

Total Comprehensive income -          -          14           239             253         -             253             

At 31 March 2009 (unaudited) 45,257    -          (40,127) 1,999          7,129      -             7,129          

Income / (loss) for the period -          -          16,247   -              16,247    -             16,247        
Other comprehensive income -          -          -         13,526       13,526    -             13,526        
Total comprehensive income for the pe -          -          16,247   13,526       29,773    -             29,773        

Dilution of shares to minority 41,221    -          -         -              41,221    26,950      68,171        

At 30 June 2009 (unaudited) 86,478    -          (23,880) 15,525       78,123    26,950      105,073     
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Trend information and significant changes to Panoro Energy’s financial or 
trading position since 30 June 2010 

There have been no changes to Panoro Group’s financial or trading position since 30 June 
2010. 

As of Q2 2010 the Company had production at the Manati field in Brazil only. Reference is 
made to section 7.1.1. Management discussion and analysis, with regard to material 
developments up until 30 June 2010. 

Panoro Energy and its partners are currently discussing an amendment to the existing 
gas contract at Manati to include all additional gas volumes in the field, beyond the 23 
billion cubic meters currently under the contract. 

On the three Brazil Round 9 blocks, there is currently a drill or drop decision in March 
2011.  Our ability to continue in the blocks and undertake the financial commitment of 
drilling a well is dependent on our ability to farm out these blocks to new partners.  The 
Company is planning to attract a partner and a farm-out process will commence shortly 

In mid-July 2010 operations commenced at the MKB field in Congo. This includes running 
a completion string, hydraulically fracturing the wells and pilot production testing. The 
Company has been discussing with a bank syndicate the opportunity to leverage on the 
MKB Congo operation with a ring fenced reserve based lending facility. Panoro expects to 
have a financing proposal completed by Q2-11, pending successful completion of the 
additional four well drilling program. 

On the Aje field in Nigeria, the Company is assessing the impact of new PSDM 
interpretation, the lack of commercial agreements to transport and sell production, and 
likely cost increases. These factors may delay the movement of the project through the 
next gate. 

The Ajapa field was classified as held for sale as of 30 June 2010, based on a signed sale 
and purchase agreement. The sale is contingent upon funding as well as government 
approval. The field is awaiting start-up for commercial production, however as Panoro 
Energy is divesting its interest the Company will not provide operational updates going 
forward. 

The Company does not know of any other trends, uncertainties, demands, commitments 
or events that are reasonably likely to have a material effect on the Company’s prospects 
for the current financial year. 

1.8 SUMMARY OF CAPITALISATION AND INDEBTEDNESS 

The following table shows the actual capitalisation and indebtedness as of 30 June 2010 
(USD 000). The numbers for the Panoro Group as of 30 June 2010 are unaudited and 
have been derived from the 2Q 2010 interim financial statements in appendix 2. The 
information of the capitalization and indebtedness table as such is unaudited.  
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Panoro Group 

30.06.2010
Total capitalization
A. Share capital 34,181
B. Legal reserve 0
C. Other reserves 199,965
D. Total equity (A+B+C) 234,146

E. Long-term debt guaranteed 0
F. Long-term debt secured 100,666
G. Long-term debt ( unguaranteed/unsecured) 0
H. Total long-term debt (E+F+G) 100,666
I. Current debt guaranteed 0
J. Current debt secured 19,574
K. Current debt (unguaranteed/unsecured) 10,243
L. Total current debt (I+J+K) 29,817
N.Total capitalization ( D+H+L) 364,629

Net indebtedness
A. Cash 56,347
B. Cash equivalent 0
C. Trading securities 0
D. Liquidity (A+ B+C) 56,347

E. Current financial receivable 0

F. Current bank debt 12,959
G. Current portion of non current debt 6,615
H. Other current financial debt 10,243
I. Current financial debt (F+G+H) 29,817

J. Net current financial indebtedness( I-E-D) -26,530

K. Non current bank loans 64,534
L. Bond issued 36,132
M. Other non current loans 0
N. Non current financial indebtedness (K+L+M) 100,666

 

There have been no material changes in the balances after 30 June 2010.  
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1.9 MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS 

Major shareholders 

The five largest shareholders in Panoro as appearing in the company’s share register per 
13 September 2010 are shown in the table below: 

  Investor Shares % Type 
1 GOLDMAN SACHS INT. - EQUITY - 14,175,287 20.75% Nominee 
2 NORSE ENERGY CORP.ASA 9,299,522 13.61% Company 
3 MORGAN STANLEY & CO INC. NEW YORK 4,307,457 6.31% Nominee 
4 UBS AG, LONDON BRANCH 1,891,830 2.77% Nominee 
5 MORGAN STANLEY & CO INTERNAT. PLC 1,594,792 2.33% Nominee 
6 ARCTIC SECURITIES ASA MEGLERKONTO 1,154,163 1.69% Broker 
7 WESTCAP A/S 747,020 1.09% Company 
8 PARETO SECURITIES ASA MEGLERKONTO INNLAND 697,543 1.02% Broker 
9 DNB NOR SMB VPF 650,000 0.95% Company 
10 GOLDMAN SACHS & CO - EQUITY 623,948 0.91% Nominee 
11 NORDNET BANK AB 614,413 0.90% Nominee 
12 PARETO SECURITIES ASA MEGLERKONTO INNLAND 586,120 0.86% Company 
13 JPMORGAN CHASE BANK 463,700 0.68% Nominee 
14 FARSTAD JAN HENRY 418,561 0.61% Private investor 
15 NICON HOLDING AS 400,000 0.59% Company 
16 SAF INVEST AS 400,000 0.59% Company 
17 DANSKE BANK A/S 393,057 0.58% Nominee 
18 JPMBLSA 367,700 0.54% Nominee 
19 PACTUM AS 350,000 0.51% Company 
20 MALERMESTER AE INVEST AS 313,906 0.46% Company 
 

The major shareholders of Panoro are defined as shareholders holding more than 5% of 
the share capital in the company. Panoro’s largest shareholder are sub-funds of Sector 
Umbrella Trust, a trust established under the laws of Ireland, acting through and 
managed by Sector Omega ASA pursuant to an investment management agreement 
between Sector Asset Management Ltd, as manager of Sector Umbrella Trust, and Sector 
Omega ASA (hereinafter referred to as “Sector”). Sector holds shares in various nominee 
accounts with the largest portion held within in the Goldman Sachs account.  Following 
the approval of this Prospectus, Sector aggregate holding of listed shares will be 
108,020,028 shares equalling 65.9% of the issued shares in Panoro. 
 

In accordance with the disclosure obligations under the Norwegian Securities Trading Act, 
shareholders acquiring ownership to or control over 5% or more of the share capital of a 
company listed on Oslo Børs must notify the stock exchange immediately. The table 
above shows the percentage held by such notifiable shareholders.  

Related party transactions since 2007 

The Company or, prior to completion of the Demerger, Norse Energy with respect to the 
business acquired by the Company in the Demerger, has completed transactions with 
related parties in the period from 2007 and up until the date of this Prospectus, as 
summarised below. The agreements pertaining to these transactions are all entered into 
on market terms and in accordance with provisions in the Norwegian Public Limited 
Companies Act.  
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2009:  The sale of 30% of the shares in NEdB to Sector at a purchase price of USD 
30,000,000. The purchase price was settled in accordance with the agreement and 
accordingly there are no amounts outstanding with respect to the transaction. 

2010: The Merger between the Company and Pan Holding, the latter being owned by 
Sector with approximately 99% prior to completion of the Merger.  

1.10 ADDITIONAL INFORMATION 

Share capital and shareholder matters 

All the Shares are issued in accordance with Norwegian law, and vested with equal 
shareholder rights in all respects. There is one class of Shares in Panoro. Panoro’s 
Articles of Association do not contain any provisions imposing any limitations on the 
ownership or the tradability of the Shares.  

The Shares have been created under the Norwegian Public Limited Liability Companies 
Act and registered in book-entry form in the VPS under the international securities 
identification number ISIN NO 001 0564701. 

As of the date of this Prospectus, Panoro’s registered share capital is NOK 
239,440,083.25 divided into 163,947,081 Shares each with a nominal value of NOK 
1.460471768.  All the Shares are authorised and fully paid.  

As of the date of this Prospectus Panoro does not own any treasury shares.   

The registrar for the Shares with the VPS is Nordea Bank Norge ASA, Verdipapirservice, 
P.O. Box 1166 - Sentrum, N-0107 Oslo, Norway. 

The dilutive effect in connection with the Listing will be 58%. 

Articles of Association 

The Articles of Association of Panoro are included as Appendix 1 to this Prospectus. 
According to Section 1 of the Articles of Association, the Company's business shall be 
exploration, production, transportation and marketing of oil and natural gas and 
exploration and/or development of other energy forms, sale of energy as well as other 
related activities. The business might also involve participation in other similar activities 
through contribution of equity, loans and/or guarantees. 

Documents on display 

For the life of this Prospectus the following documents (or copies thereof), where 
applicable, may be inspected at the offices of the Company: 

• The Memorandum of Incorporation and Articles of Association of Panoro 

• All reports, letters, and other documents, historical financial information, 
valuations, and statements prepared by any expert at the Company’s request any 
part of which is included or referred to in the Prospectus 

• The audited financial accounts of the Company for the last two financial years  

• Historical financial information for Panoro’s subsidiaries for the last two financial 
years 

• This Prospectus 
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Third party statements 

The Company confirms that when information in this Prospectus has been sourced from a 
third party it has been accurately reproduced and as far as the Company is aware and is 
able to ascertain from the information published by that third party, no facts have been 
omitted which would render the reproduced information inaccurate or misleading. 
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2. RISK FACTORS  

2.1 MARKET RISKS 

2.1.1 The Panoro Group experiences strong competition 

The oil and natural gas industry is capital intensive and the Panoro Group operates in an 
environment in which many other companies have greater financial and technical 
resources than the Panoro Group. These other companies include major integrated oil 
and natural gas producers and numerous other independent oil and natural gas 
companies and individual producers and operators. 

The Company’s ability to successfully bid on and acquire additional property rights, to 
discover reserves, to participate in drilling opportunities and to identify and enter into 
commercial arrangements with customers will be dependent upon developing and 
maintaining close working relationships with its future industry partners and joint 
operators and its ability to select and evaluate suitable properties and to consummate 
transactions in a highly competitive environment. 

2.1.2 Risks associated with emerging and developing markets generally 

Investors in emerging markets such as Nigeria, Republic of Congo, Brazil and Gabon 
should be aware that these markets are subject to greater risk than more developed 
markets, including in some cases significant legal, fiscal, economic and political risks. 
Accordingly, investors should exercise particular care in evaluating the risks involved in 
an investment in the Company and must decide for themselves whether, in the light of 
those risks, their investment is appropriate. Generally, investment in emerging and 
developing markets is suitable only for sophisticated investors who fully appreciate the 
significance of the risks involved. Investors are urged to consult with their own legal and 
financial advisers before making an investment. 

2.1.3 The countries in which the Panoro Group operates face political, 
economic, fiscal, legal, regulatory and social uncertainties which could 
have a material adverse effect on the Company’s business, financial 
condition and results of operations 

The Company’s operations are exposed to the political, economic, fiscal, legal, regulatory 
and social environment of the countries in which it operates, including Nigeria, offshore 
Nigeria and São Tomé & Príncipe, Republic of Congo, Brazil and Gabon. The Company’s 
business involves a high degree of risk which a combination of experience, knowledge 
and careful evaluation may not overcome. These risks include, but are not limited to, 
corruption, civil strife or labour unrest, armed conflict, terrorism, limitations or price 
controls on oil exports and limitations or the imposition of tariffs or duties on imports of 
certain goods. The operations of the Company in certain developing countries expose it 
to potential civil unrest and political or currency risk.  

2.1.4 The countries in which the Panoro Group operates suffer from crime and 
governmental or business corruption which could have an adverse effect 
on the Company’s business, financial condition and results of operations 

The Company operates and conducts business in countries or regions of West Africa and 
South America which experience high levels of criminal activity and governmental and 
business corruption. Oil and gas companies operating in West Africa may be particular 
targets of criminal or terrorist actions. Criminal, corrupt or terrorist action against the 
Company, its properties or facilities could have a material adverse effect on the 
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Company’s business, results of operations or financial condition. In addition, the fear of 
criminal or terrorist actions against the Company could have an adverse effect on the 
ability of the Company to adequately staff and/or manage its operations or could 
substantively increase the costs of doing so. 

2.1.5 Underdeveloped infrastructure in the countries in which the Panoro 
Group operates could have an adverse effect on the Company’s 
business, financial condition and results of operations 

Underdeveloped infrastructure and inadequate management of such infrastructure has 
led to regular electricity outages and water cuts in many states, in particular in West 
Africa. Inadequate and unreliable electricity supply has hindered investment in such 
countries, resulting in underperformance in various important sectors. The unstable 
pricing, and possible scarcity, of fuel for power generation also increases the operational 
challenges businesses face, adding to the potential fluctuation of overheads. 

2.1.6 Uncertainties in the interpretation and application of laws and 
regulations in the jurisdictions in which the Company operates may 
affect the Panoro Group’s ability to comply with such laws and 
regulations which may increase the risks with respect to the Panoro 
Group’s operations 

The courts in the jurisdictions in which the Company operates may offer less certainty as 
to the judicial outcome or a more protracted judicial process than is the case in more 
established economies. Businesses can become involved in lengthy court cases over 
simple issues when rulings are not clearly defined, and the poor drafting of laws and 
excessive delays in the legal process for resolving issues or disputes compound such 
problems. 

2.2 OPERATIONAL RISKS 

2.2.1 The Panoro Group's oil and natural gas production could vary 
significantly from the reports from independent reserve engineer firms 

The Group partly bases its investment plans on reserve reports, prepared by the 
independent reserve engineer firm Gaffney Cline & Associates for reserves. Such reports 
are also obtained at least annually to establish the expected production profiles for the 
fields in production, and the expected economic lifetime of the fields. Any reduction in 
reserves might lead to a write down of field investments due to impairment tests and 
increases in future depreciations. 

2.2.2 The Panoro Group may not be able to discover new reserves 

Failure to develop its fields as planned may lead to a decline in the Company’s reserves. 

The Company intends to continue to explore for further reserves in its licence areas and 
seeks to add new reserves to its reserve base.  However, the Company cannot assure 
investors that its exploration programmes will be successful.  Except to the extent the 
Company completes successful exploration and development projects or acquires 
properties containing proven reserves, or both, the Company’s reserves will decline as its 
natural gas and liquid hydrocarbons are produced and its reserves are depleted. The 
Company’s future production is highly dependent upon the Company’s ability to develop 
its existing reserve base and, in the longer term, finding or acquiring additional reserves.  
If the Company is unsuccessful in developing its current reserve base and if the Company 
fails to add new reserves through exploration or acquisitions, its total proved reserves 
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will decline, which would adversely affect the Company’s business, financial condition, 
prospects or the market price of the Shares. 

Exploratory drilling involves numerous risks, including the risks of unexpected drilling 
conditions, abnormal pressure or other irregularities in geological formations, equipment 
failures or accidents, mechanical difficulties, adverse weather conditions, difficulty 
complying with legal, governmental or licensing requirements, suspension or termination 
of licences and shortages or delays in the availability of drilling rigs and equipment 
deliveries.    

In addition to drilling in project areas with challenging environmental conditions, the 
Company may drill its wells to depths below 4.5 kilometres and/or under a layer of salt.  
Accordingly, the Company’s drilling activity in respect of any particular well, project area, 
field or licence area, or in its entirety, may fail to result in commercial discoveries of 
hydrocarbons. 

2.2.3 Technical risk in development of oil fields and oil production 

The development of oil fields in which the Company participates is associated with 
significant technical risk and uncertainty with regards to production start. The risks 
include – but are not limited to - cost overruns, production disruptions and delays 
compared to initial plans established. Some of the most important risk factors are related 
to the determination of reserves and their recoverability and the planning of a cost 
efficient and suitable production method. There are also technical risks present in the 
production, which may cause cost overruns, failed investment and destruction of wells 
and reservoirs. 

2.2.4 Estimates for abandonment costs 

When the production from an oil field cease, the Company is generally obliged to shut in 
wells and remove installations. Provisions are based on the best available estimates, 
based on today’s technology and today’s prices for services, equipment and manpower. 

2.2.5 Permits and licenses 

Significant parts of the Company’s operations require licenses and permits from various 
governmental authorities. There can be no assurance that the Company will be able to 
obtain all necessary licenses and permits that may be required to carry out exploration 
and development at its projects. If the present permits and licenses are terminated or 
withdrawn, such events could have material negative effect on the Company’s business, 
financial condition, prospects or the market price of the Shares. 

2.2.6 Governmental regulations 

The oil and gas industry in general is subject to extensive government policies and 
regulations, which result in additional cost and risk for industry participants. The Panoro 
Group’s international operations are subject to various laws and regulations in countries 
in which it operates, including laws and regulations relating to the equipment and 
operation of drilling units, currency conversions and repatriation, oil and natural gas 
exploration and development, taxation of earnings and earnings of expatriate personnel, 
the use of local employees and suppliers by foreign contractors and duties on the 
importation and exportation of units and other equipment. Governments in some foreign 
countries have become increasingly active in regulating and controlling the ownership of 
concessions and companies holding concessions, the exploration for oil and natural gas 
and other aspects of the oil and natural gas industries in their countries. In some areas 
of the world, this governmental activity has adversely affected the amount of exploration 
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and development work done by major oil and natural gas companies and may continue to 
do so. 

Failure to comply strictly with applicable laws, regulations, local practices and permitting 
requirements may result in loss, reduction or expropriation, the imposition of additional 
local or foreign parties as joint venture partners, enforcement actions, including orders 
issued by regulatory or judicial authorities causing operations to cease or be curtailed, 
and may include corrective measures requiring capital expenditures, installation of 
additional equipment, or remedial actions. Parties engaged in rig operations or in the 
exploration or development of properties may be required to compensate those suffering 
loss or damage by reason of the activities and may have civil or criminal fines or 
penalties imposed for violations of applicable laws or regulations. Amendments to current 
laws, regulations and permits governing operations and activities of rig and exploration 
companies, or more stringent implementation thereof, could have a material adverse 
impact on the Company. 

Operations in less developed countries can be subject to legal systems which are not as 
mature or predictable as those in more developed countries, which can lead to greater 
uncertainty in legal matters and proceedings. This could result in risks such as; 

 potential difficulties in obtaining effective legal redress in the courts of such 
jurisdictions, whether in respect of a breach of law or regulation, or in an 
ownership dispute; 

 a higher degree of discretion on the part of governmental authorities; 

 the lack of judicial or administrative guidance on interpreting applicable rules and 
regulations; 

 inconsistencies or conflicts between and within various laws, regulation, decrees, 
orders and resolutions; and 

 relative inexperience of the judiciary and courts in such matters. 

In certain jurisdictions the commitment of local business entities, government officials 
and agencies and the judicial system to abide by legal requirements and negotiated 
agreements may be more uncertain. In particular, agreements may be susceptible to 
revision or cancellation and legal redress may be uncertain or delayed. There can be no 
assurance that joint ventures, licenses, license applications or other legal arrangements 
will not be adversely affected by the actions of government authorities or others and the 
effectiveness of and enforcement of such arrangement in these jurisdictions cannot be 
assured. 

2.2.7 Title to properties 

The Company conducts title reviews in connection with its principal properties as it 
believes are commensurate with the values of such properties. These reviews may not be 
sufficient to conclusively determine title. Any successful third party challenge of the 
Company’s title to principal properties could have material negative effect on the 
Company’s business, financial condition, prospects or the market price of the Shares. 

2.2.8 Commodity price volatility 

The oil and gas industry has been subject to considerable price volatility, over which 
companies have little control, and a material decline in prices could result in a decrease 
in the Company’s production revenue. The oil and gas industry has inherent business 
risks and there is no assurance that products can continue to be produced at economical 
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rates or that produced reserves will be replaced. Fluctuations in prices and currency 
exchange rates, as well as changes in production volumes, are daily risks in the industry. 

2.2.9 Environmental risks 

All phases of the oil and natural gas business present environmental risks and hazards 
and are subject to environmental regulation pursuant to a variety of international 
conventions and state and municipal laws and regulations. Environmental legislation 
provides for, among other things, restrictions and prohibitions on spills, releases or 
emissions of various substances produced in association with oil and gas operations. The 
legislation also requires that wells and facility sites be operated, maintained, abandoned 
and reclaimed to the satisfaction of applicable regulatory authorities. Compliance with 
such legislation can require significant expenditures and a breach may result in the 
imposition of fines and penalties, some of which may be material. Environmental 
legislation is evolving in a manner expected to result in stricter standards and 
enforcement, larger fines and liability and potentially increased capital expenditures and 
operating costs. The discharge of oil, natural gas or other pollutants into the air, soil or 
water may give rise to liabilities to governments and third parties and may require 
Panoro Energy to incur costs to remedy such discharge. No assurance can be given that 
environmental laws will not result in a curtailment of production or a material increase in 
the costs of production, development or exploration activities or otherwise adversely 
affect Panoro Energy’s financial condition, results of operations or prospects. 

The Company is uncertain as to the amount of future operating and capital expenses that 
will be required to comply with enhanced environmental regulations in the areas where it 
operates. Such expenses could have material negative effect on the Company’s business, 
financial condition, prospects or the market price of the Shares. 

2.2.10 Reliance on operations and key personnel 

For the assets that the extent that the Company is not the operator, it will be dependent 
upon other guarantors or third parties operations for the timing of activities and will be 
largely unable to control the activities of such operators. In addition, the Company’s 
success depends, to a significant extent, upon management and key employees. The loss 
of key employees could have a negative effect on the Company. Attracting and retaining 
additional key personnel will assist in the expansion of the Company’s business. The 
Company faces and will continue to face significant competition for skilled personnel. 
There is no assurance that the Company will successfully attract and retain personnel 
required to continue to expand its business and to successfully execute its business 
strategy. 

2.2.11 Joint operating agreements 

In West Africa the subsidiaries of Panoro Energy are operating under international 
standard joint operating agreements where the liability clause set forth the liabilities of 
each contractor’s group member. Each party member of a contractor group is liable in 
accordance with the percentage interests it holds in the joint venture and the licence. The 
operator acts at cost with its liability being limited to its gross negligence. 
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2.3 FINANCIAL RISKS 

2.3.1 Funding and liquidity risk 

The Company may be unable to raise sufficient funds through public or private financing, 
strategic relationships and/or other arrangements to meet its ongoing or future capital 
and operating expenditure needs. Similarly, the Company may be unable to obtain such 
funding in order for it to implement its growth strategy or take advantage of 
opportunities for acquisitions, joint ventures or other business opportunities. Negative 
market development or any unforeseen liabilities, may lead to a strained liquidity position 
and the potential need for additional funding through equity financing, debt financing or 
other means.  

There can be no assurance that any funding will be available on sufficiently attractive 
terms. Furthermore, any debt financing, if available, may involve restrictive covenants. If 
the financing available to the Company is insufficient to meet its financing needs, it may 
be forced to reduce or delay capital expenditures, sell assets or businesses at 
unanticipated times and/or at unfavourable prices or other terms, seek additional equity 
capital or restructure or refinance its debt. There can be no assurance that such 
measures would be successful, would be adequate to meet the Company’s financing 
needs or would not result in the Company being placed in a less competitive position.  

Credit markets worldwide experienced severe reductions in liquidity and term funding in 
the aftermath of the global financial crisis in 2008 and 2009.  Further, certain countries 
in Europe currently have significant sovereign debt levels and/or fiscal deficits which 
have led to uncertainties in the capital and credit markets in relation to those countries. 
These concerns have led to significant volatility in certain markets and also to significant 
exchange rate volatility, especially with respect to the Euro and U.S. dollar. These or 
similar disruptions and volatility in the credit or debt markets could adversely affect the 
Company’s access to capital and may increase the Company’s funding costs, which could 
negatively impact the Company’s results of operations and financial condition.  

2.3.2 Credit risk 

The Company is exposed to credit risk that arises from cash and cash equivalents, 
derivative financial instruments and deposits with banks and financial institutions, as well 
as credit exposures to customers, including outstanding receivables and committed 
transactions.  Credit losses incurred y the Company and have a material adverse effect 
on the Company’s business, financial condition, results of operations and cash flow.   

2.3.3 Currency risk 

The Company operates internationally and is exposed to risk arising from various 
currency exposures, primarily with respect to the Norwegian Kroner (NOK), the US dollar 
(USD), the Brazilian Real (BRL) and the Pound Sterling (GBP).  

Because the Company reports its consolidated results in USD, any change in exchange 
rates between its operating subsidiaries’ functional currencies and the USD affects its 
consolidated income statement and balance sheet when the results of those operating 
subsidiaries are translated into USDfor reporting purposes. Decreases in the value of its 
operating subsidiaries’ functional currencies against the USD tend to reduce those 
operating subsidiaries’ contributions in USD terms to the Company’s business, financial 
condition, results of operations and cash flow.  

In addition to currency translation risk, the Company is exposed to fluctuations in the 
currencies in which its costs and expenses are incurred. Decreases in the value of its 
operating subsidiaries’ functional currencies against other currencies in which costs and 
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expenses are incurred will increase operating subsidiaries’ costs and expenses and 
negatively impact their operating margins. Management has set up a policy for 
management of foreign exchange risk, including utilization of financial instruments such 
as cross currency interest rate swaps to hedge the forward foreign currency risk. 
However there can be no assurance that such measures are sufficient to mitigate the 
Company’s foreign exchange risk, and negative changes in exchange rates may 
materially and adversely affect the Company’s business, financial condition, results of 
operations and cash flow. 

2.3.4 Interest rate risk 

The Company currently has interest rate risk exposure arising from changes in USD, BRL 
(Brazil only) and NOK interest rates on long-term borrowings. Borrowings issued at 
variable rates expose the Company to cash flow interest rate risk. Borrowings issued at 
fixed-rates expose the Company to fair value interest rate risk. Which currencies that the 
Company is exposed to may change from time to time. 

To manage interest rate risk, management retains a proportion of fixed to floating rate 
borrowings within limits approved by the Board of Directors,  through obtaining a mix of 
fixed and floating rate term debt, and by entering into interest rate swaps. However 
there can be no assurance that such measures are sufficient to mitigate the Company’s 
interest rate risk exposure, and interest rate risk exposure may as a consequence 
materially and adversely affect the Company’s business, financial condition, results of 
operations and cash flow. 

2.3.5 Commodity price risk 

The nature of the Company’s industry is subject to considerable price volatility, over 
which the Company holds little control, and a material decline in commodity prices could 
result in a decrease in our production revenue. To manage this risk, the Company strives 
to keep a balance between fixed and floating price contracts, however there can be no 
assurance that such measures are sufficient to mitigate this risk. A decline in commodity 
prices may as a consequence materially and adversely affect the Company’s business, 
financial condition, results of operations and cash flow 

2.3.6 Change of Control Risk 

The Company may in certain situations need to obtain consents and approvals from 
governmental authorities and other third parties in connection with change of ownership 
and corporate restructurings. A number of the Company’s contracts have change of 
control or pre-emption clauses. There can be no assurance that such consents will be 
granted, or that they will be granted free of conditions, in each case. 

As a result of the Merger there are certain change of control provisions that need to be 
managed by the Company. As a result there can be no guarantee that the business will 
be as described herein.  

2.4 RISKS RELATED TO THE SHARES 

2.4.1 Volatility of share price 

The Company’s Share price may experience substantial volatility. The trading price of the 
Shares could fluctuate significantly in response to, inter alia, the financial situation of the 
Company, variations in operating results, response to quarterly and annual reports 
issued by the companies, changes in earnings estimates by analysts, adverse business 
developments, changing conditions in the oil and gas industry at large, changes in 
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general market or economic outlook, interest rate changes, foreign exchange rate 
movements, changes in financial estimates by securities analysts, matters announced in 
respect of major customers or competitors or changes to the regulatory environment in 
which the Company operates or rumours and speculation in the market. The market price 
of the Shares could decline due to sales of a large number of shares in the Company in 
the market or the perception that such sales could occur. Such sales could also make it 
more difficult for the Company to offer equity securities in the future at a time and at a 
price deemed appropriate. 

2.4.2 Dilution 

The Company may in the future see the need of additional equity investment in relation 
to financing capital intensive projects, or related to unanticipated expenses or liabilities. 
This may lead to a future need of additional issuance of shares in the Company. The 
Company can not guarantee that the current shareholders ownership may not be diluted, 
in the event that the Company cannot obtain financing on desirable terms. For reasons 
relating to U.S. securities laws, and the laws in certain other jurisdictions, or other 
factors, U.S. investors, and investors in such other jurisdictions, may not be able to 
participate in a new issuance of shares or other securities and may face dilution as a 
result. 

2.4.3 Limitations on dividends 

The Company currently anticipates that it will retain all future earnings, if any, to finance 
the growth and development of its business. The Company does not intend to pay cash 
dividends in the foreseeable future. Any payment of cash dividends will depend upon the 
Company’s financial condition, capital requirements, earnings and other factors deemed 
relevant by its Board and general meeting of shareholders.  
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3. RESPONSIBILITY FOR THE PROSPECTUS  

3.1 THE BOARD OF DIRECTORS OF PANORO ENERGY  

The Board of Directors of Panoro Energy accepts responsibility for the information 
contained in this Prospectus. The Board of Directors hereby declares that, having taken 
all reasonable care to ensure that such is the case, the information contained in this 
Prospectus is, to the best of our knowledge, in accordance with the facts and contains no 
omissions likely to affect its import.  

 

16 September 2010 

  

Dr Phil Vingoe 

Chairman 

 

Katherine Hatlen Støvring 

Board member 

Ragnar Thor Grundtvig 
Søegaard 

Board member 

 

 

 

Tord Pedersen 

Board member 

Christine M.K. Wheeler 

Board member 
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4. NOTICE REGARDING FORWARD-LOOKING STATEMENTS  

This Prospectus includes “forward-looking” statements, including, without limitation, 
projections and expectations regarding the Company’s future financial position, business 
strategy, plans and objectives. When used in this document, the words “anticipate”, 
“believe”, “estimate”, “expect”, “seek to” and similar expressions, as they relate to the 
Company, its subsidiaries or its management, are intended to identify forward-looking 
statements. Such forward-looking statements involve known and unknown risks, 
uncertainties and other factors, which may cause the actual results, performance or 
achievements of the Company and its subsidiaries, or, as the case may be, the industry, 
to materially differ from any future results, performance or achievements expressed or 
implied by such forward-looking statements. Such forward-looking statements are based 
on numerous assumptions regarding the Company’s present and future business 
strategies and the environment in which the Company and its subsidiaries will operate. 
Factors that could cause the Company’s actual results, performance or achievements to 
materially differ from those in the forward-looking statements include but are not limited 
to:  

• the competitive nature of the markets in which the Company operates,  

• global and regional economic conditions,  

• government regulations,  

• changes in political events, and 

• force majeure events  

Some important factors that could cause actual results to differ materially from those in 
the forward-looking statements are, in certain instances, included with such forward-
looking statements and in the section entitled “Risk Factors” (Section 2) in this 
Prospectus. 

Given the aforementioned uncertainties, prospective investors are cautioned not to place 
undue reliance on any of these forward-looking statements. 
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5. THE MERGER AND LISTING 

5.1 THE MERGER 

On 27 January 2010, a business combination agreement (“BCA”) was entered into with 
the shareholders in Pan Group regarding the merger of Pan Group and the Company. The 
BCA had been developed into a merger plan signed by the board of directors of the Pan 
Group and the Company on 26 March 2010.  

The general meetings of Panoro and the Pan Group approved the Merger on 26 April 
2010.  

The resolutions passed by the respective general meetings regarding approval of the 
merger plan were filed with the Register of Business Enterprises by Panoro and the Pan 
Group in accordance with section 13-14 of the Norwegian Public Limited Companies Act, 
and announced by the register on 27 April 2010.  

5.2 THE LISTING AND ADMISSION TO TRADING OF THE LISTING SHARES 

The Shares in Panoro were approved for listing in the board meeting of Oslo Børs on 27 
May 2010. A total of 163,947,081 shares were paid in April 2010 and issued on 29 June 
2010 of which 68,308,160 were listed on Oslo Børs on 8 June 2010. However, the Listing 
Shares, comprising in total 95,638,921 Shares, have been non-listed shares issued under 
a separate ISIN pending completion of a listing prospectus for the Listing Shares. 

The dilutive effect in connection with the Listing will be 58%. 

The Listing Shares will be admitted to trading on Oslo Børs following approval and 
publication of this Prospectus. Panoro expects the Listing Shares to be admitted to 
trading on or about 15 September 2010. At the same time, the Listing Shares will be 
transferred to the same ISIN as other Shares, being ISIN NO 001 0564701. 

The Listing Shares have been created under the Norwegian Public Limited Liability 
Companies Act and registered in book-entry form with the VPS. The Listing Shares are in 
every respect equal to the already listed Shares and all Shares carry equal voting and 
dividend rights. 

The Listing Shares gave dividend rights from the time the share capital increase in 
connection with the issuance of the Listing Shares was registered in the Norwegian 
Register of Business Enterprises, which took place on 29 June 2010. 

The Listing Shares were issued partly pursuant to the Merger, partly pursuant to the 
Private Placement, both approved in an extraordinary general meeting of Panoro on 26 
April 2010 pursuant to the following resolutions: 

Merger resolution: 

“The general meeting approves the merger plan between the company and Pan 
Petroleum Holding AS 

(i) The proposed merger between New Brazil Holding ASA as the acquiring company 
and Pan-Petroleum Holding AS as the transferring company is approved in 
accordance with the board’s proposed merger plan. Upon implementation of the 
merger, the capital increase described below shall take place. 

(ii) The share capital of the company is increased by NOK 126,977,783.78 by new 
subscription for 86,942,991 shares, each with a nominal value of NOK 1,460471768. 

(iii)   The number of shares and subscription price stated above has been calculated on 
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the basis that the total number of shares in NEC is 468 154 566 and that the issue 
implies that shares will be issued in NBH equivalent to the number of shares in NEC 
at the time with a reserve split of 10-1. If further shares in NEC are issued before 
the demerger is implemented, the number of shares issued in NBH in the demerger 
will increase accordingly, and the nominal value will be reduced, as stated in the 
demerger plan. This will also change the number of shares to be issued in merger, 
in accordance with the principles as described in further detail in item 4.2 of the 
merger plan.  

(iv) The new shares are issued to the shareholders in Pan-Petroleum Holding AS as 
consideration in connection with the merger between New Brazil Holding ASA and 
Pan-Petroleum Holding AS.  

(v) The total subscription amount is NOK 1,090,440,000 representing a subscription 
amount of ca NOK 12,542 per share. Subscription amount in excess of nominal 
value is treated as subscription premium in accordance with applicable accounting 
principles.  

(vi)   As share deposit, Pan-Petroleum Holding AS’s assets, rights and obligations are 
transferred in their entirety at the time of registration of the capital increase in the 
Register of Business Enterprises. 

(vii) The shares are deemed to be subscribed for when the merger plan is approved in 
the general meeting of Pan-Petroleum Holding AS, cf. section 13-3 (3) of the Public 
Limited Companies Act. 

(viii) The new shares give right to dividend and other shareholders’ rights from the date 
when the capital increase is registered in the Register of Business Enterprises. 

(ix) Article 4 of the articles of association is amended to the reflect the share capital and 
number of shares after the capital increase. 

(x)  The new shares shall be registered in the acquiring company’s VPS register as soon 
as possible after the merger is registered as completed in the Register of Business 
Enterprises.” 

Private Placement resolution: 

(i) “The share capital in New Brazil Holding ASA is increased by up to NOK 44 087 898 
by issuing up to 30 187 436 new shares, each with a nominal value of NOK 
1.460471768 per share. 

(ii) The shares are subscribed for at a price of ca NOK 12.5963 per share (post reversed 
split). The minimum subscription and allocation amount is an amount equivalent to 
EUR 50,000. 

(iii) The number of shares and subscription price stated above is calculated based on the 
assumption that the total number of shares in NBH after the merger shall be 
133,758,447. This number is in turn based on the current number of shares in NEC 
of 468 154 566 (registered share capital plus shares to be issued in the repair 
issue). Upon the implementation of the demerger, a number of shares in NBH 
equivalent to the number of shares in NEC at that time shall be issued, but with a 
reserve split of 10-1. If further shares in NEC are issued before the demerger is 
carried out, the number of shares in NHB in the demerger will also increase and the 
nominal value will be reduced as stated in the demerger plan. This will also result in 
a change of the number of shares issued in the merger, as further described in 
decision 5, item (iii). The number of shares and subscription price in the capital 
increase shall then also be adjusted so that the value per share and the total 
ownership interest remains unchanged. 
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(iv) The shares are awarded to the investors who ordered and were awarded shares in 
the bookbuilding carried out 15 March 2010. The investors’ names and number of 
shares awarded are stated in Schedule 2 to the minutes. The shareholders’ pre-
emption rights pursuant to section 10-4 of the Public Limited Companies Act are 
thus derogated from. 

(v) Subscription for the new shares shall take place in the minutes of general meeting. 

(vi) The subscribers shall receive a cash subscription commission of 5% of the amount 
subscribed for. It may be agreed with each subscriber that he shall receive shares 
for the entire or parts of the amount. 

(vii) Payment of awarded shares shall take place no later than two bank days after the 
company has confirmed in writing to the subscribers that the terms in (ix) are 
fulfilled or the terms have been set side in writing by each individual subscriber, 
however no later than 2 July 2010. Payment shall take place to the company’s bank 
account no. _________. 

(viii) The new shares shall have right to dividend from the registration of the new shares 
in the Register of Business Enterprises. 

(ix) The capital increase is subject to the following conditions:   

a. That the demerger of NEC is implemented, 

b. That the Oslo Stock Exchange, no later than 30 June  2010, has approved 
 stock exchange listing of the shares in NBH, and  

c.   That the merger as mentioned in item 5 is implemented no later than 30 
June 2010.  

The shares shall be issued and the registration in the Company Register shall take place 
when all conditions above are all met provided however that each subscriber may waive 
the conditions where after subsequent capital increases may take place up to the 
maximum amount of shares.  
 
(x) Article 4 of the articles of association is amended in accordance with the above by 

implementation of the capital increase.” 
 

The Private Placement was approved at a point in time when Norse Energy was the sole 
shareholder of Panoro and the shareholder’s pre-emptive right pursuant to section 10-4 
of the Public Limited Companies Act was derogated from in agreement with Norse Energy 
to achieve an increased investor base for the company. 

To Panoro’s knowledge no Shares are listed on any other authorised or non-authorised 
market place other than Oslo Børs.  

Costs attributable to the Listing will be borne by the Company. The total costs are 
expected to amount up to approximately NOK 4 million, which include cost related to fees 
to the Managers, Oslo Børs, printing and distribution of this Prospectus, costs to legal 
advisors and the Company’s auditor.  

5.3 ADVISORS AND AUDITORS 

Managers 

The Managers for the Listing is Arctic Securities ASA and Pareto Securities AS. 
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Legal Advisor 

The Company’s legal advisor is Advokatfirmaet Selmer. 

Independent Auditor 

The Company's auditor is Ernst & Young AS. 
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6. UNAUDITED CONSOLIDATED FINANCIAL INFORMATION  

6.1 PANORO GROUP 

6.1.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The selected unaudited historical consolidated financial data for Panoro Group set forth in 
this section has been extracted from the Panoro Group’s interim financial statements for 
the six months ended 30 June 2010. These financial statements have been prepared in 
accordance with International Financial Reporting Standards as adopted by the European 
Union (IFRS) and the accounting principles that are disclosed in note 2 of these interim 
financial statements.  

The selected unaudited historical financial data set forth below may not contain all of the 
information that is important to a potential investor of shares in the Panoro Group. As a 
result, the data should be read in conjunction with the relevant interim financial 
statements and the notes to those statements that can be referred to in appendix 2. 

Comparatives to the interim financial statements represent the historical carved out 
balances and transactions of the Brazil Group as disclosed in section 6.2 below. This 
treatment of the comparatives is in line with the principles set out IFRS 3 (Revised) 
which have been disclosed in note 2.1 to the interim financial statements in appendix 2. 

6.1.2 FUNDING AND TREASURY POLICIES AND OBJECTIVES 

The Panoro Group has adopted the funding and treasury policies and objectives as Norse 
Energy and is described in the Annual Report 2009 (note 22) for Norse Energy, attached 
as Appendix 3. 

6.1.3 BASIS OF PREPARATION 

The following tables present data extracted from selected financial information for Panoro 
Group as of 30 June 2010 with quarterly comparative information as disclosed in the 
interim financial statement which can be referred in Appendix 2.  
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Unaudited Consolidated Financial Statements (USD 000) 

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 

Q2 Q1 Q2 YTD YTD

2009 2010 2010 2010 2009

7,781     10,236    9,695      Oil and Gas revenue 19,931      14,003     

-        251         -          Other income 251           -           

7,781     10,487    9,695      Total revenues and other income 20,182      14,003     

839        954         1,164      Production costs 2,118        1,886       

-        81           4,659      Exploration related costs 4,740        7,355       

1,654     2,271      2,786      General and administrative costs 5,057        3,571       

-        780         4,678      Merger and restructuring costs 5,458        -           

5,288     6,401      (3,592)     EBITDA 2,809        1,191       

1,690     1,811      1,966      Depreciation 3,777        3,170       

3,598     4,590      (5,558)     EBIT - Operating income/(loss) (968)          (1,979)      

-        -          2,931      Gain on acquisition of subsidiary 2,931        -           

(3,375)   (4,103)     (5,678)     Net f inance income/(costs) (9,781)       (6,008)      

31,421   (2,513)     (47)          Net foreign exchange gain/(loss) (2,560)       32,209     

-        -          (577)        Warrants effect - gain/(loss) (577)          -           

31,644   (2,026)     (8,929)     Income/(loss) before tax (10,955)     24,222     

(15,397) 377         2,008      Income tax benefit/(expense) 2,385        (7,961)      

16,247   (1,649)     (6,921)     Net income/(loss) for the period (8,570)       16,261     

13,526   (2,175)     (10)          
Exchange differences arising from translation of 
foreign operations (2,185)       13,765     

13,526   (2,175)     (10)          
Other comprehensive income/(loss) for the 
period (net of tax) (2,185)       13,765     

29,773   (3,824)     (6,931)     
Total comprehensive income/(loss) for the 
period (10,755)     30,026     

Net income /(loss) for the period attributable 
to: 

16,247   (1,695)     (5,502)        Equity holders of the parent (7,197)       16,261     

-        46           (1,419)        Non-controlling interests (1,373)       -           

Total comprehensive income/(loss) for the 
period attributable to:

29,773   (3,217)     (5,151)        Equity holders of the parent (8,368)       30,026     

-        (607)        (1,780)        Non-controlling interests (2,387)       -           

Earnings per share

 0.50 (0.03)       (0.08)       
(USD) – Basic and diluted for income/(loss) for the 
period attributable to equity holders of the parent (0.11)         0.56 

(Unaudited) - USD 000 (Unaudited) - USD 000
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Unaudited Condensed consolidated Statements of Financial Position (USD 000) 

 Amounts in USD 000 30-Jun 31-Mar 31-Dec

(Unaudited) 2010 2010 2009

Non-current assets

Licenses and exploration assets 190,375          124,409          126,300         

Production assets and equipment 102,856          106,380          111,300         

Property, furniture, f ixtures and off ice equipment 1,460              1,076              2,806             

Deferred tax assets 27,411            24,819            22,564           

Other non-current f inancial assets -                 301                 308                

Other non-current assets 1,237              1,251              1,791             

 Total Non-current assets 323,339         258,236         265,069         

Current assets

Trade and other receivables 15,383            14,709            14,715           

Cash and bank balances 56,347            10,239            13,105           

Total current assets 71,730           24,948           27,820           

Assets classif ied as held for sale 30,000            -                 -                 

Total Assets 425,069         283,184         292,889         

Equity

Share capital 38,141            76,692            76,692           

Other equity 183,972          (10,842)          (7,625)            

222,113         65,850           69,067           

Non-controlling interests -                 29,477            30,084           

222,113         95,327           99,151           

Long-term liabilities

Long-term interest bearing debt 100,665          38,284            -                 

Deferred tax liabilities 11,731            -                 -                 

Liabilities related to w arrants 577                 -                 -                 

Other long-term liabilities 24,267            20,756            20,928           

Total long-term liabilities 137,240         59,040           20,928           

Short-term liabilities

Short-term interest bearing debt 29,817            39,499            80,887           

Loan payable to Norse Energy Corporation ASA -                 63,433            57,946           

Accounts payable, accruals and other liabilities 35,899            25,885            33,977           

Total short-term liabilities 65,716           128,817         172,810         

Total Liabilities 202,956         187,857         193,738         

Total Equity and Liabilities 425,069         283,184         292,889         

Total Equity attributable to equity holders of the parent

Total Equity 
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Unaudited Consolidated Cash flow Statements (USD 000) 

30 June 2010 30 June 2009
USD 000 USD 000

(Unaudited) (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income / (loss) for the period before tax (10,955)          24,222           

Adjusted for:

Depreciation 3,761              3,170              

Market adjustments for warrant effects 577                 -                  

Non-cash exploration related costs -                  7,300              

Gain on sale of property (251)                -                  

Net finance costs 9,781              6,008              

Other adjustments -including working capital (20,108)          (61,770)          

Net cash flows from operating activities (17,195)          (21,070)          

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in Exploration, production and other assets (954)                (9,546)            

Proceeds from sale of property 1,421              -                  

Net cash acquired at acquisitions 4,304              -                  

Net cash flows from investing activities 4,771              (9,546)            

CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds from issuance of shares 54,851           30,000           

Net interests paid (8,417)            (2,840)            

Financial liabilities raised / (repaid) 9,135              (4,117)            

Net cash flows from financing activities 55,569           23,043           

Foreign exchange differences 97                   2,550              

Change in cash and cash equivalents during the period 43,242           (5,023)            

Cash and cash equivalents at the beginning of the period 10,655           7,597              

Cash and cash equivalents at the end of the period 53,897           2,574               
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Unaudited Consolidated changes in equity (USD 000) 

Attributable to equity holders of the parent

For six months ended 30 June 2010
Amounts in US$000

Issued 
capital

Share 
premium

Retained 
earnings

Currency 
translation 
adjustment Total

Non-
controlling 

interest Total equity

At 1 January 2010 (unaudited) 76,692    -          (30,005) 22,380       69,067    30,084      99,151        

Income / (loss) for the period -          -          (1,695)    -              (1,695)     46              (1,649)         
Other comprehensive income -          -          -         (1,522)        (1,522)     (653)          (2,175)         

Total Comprehensive income -          -          (1,695)    (1,522)        (3,217)     (607)          (3,824)         

At 31 March 2010 (unaudited) 76,692    -          (31,700) 20,858       65,850    29,477      95,327        

Income / (loss) for the period -          -          (5,502)    -              (5,502)     (1,419)       (6,921)         
Other comprehensive income -          -          -         351             351         (361)          (10)              

Total Comprehensive income -          -          (5,502)    351             (5,151)     (1,780)       (6,931)         

Re-organisation of share capital on de-
merger (76,692)  -          -         -              (76,692)  -             (76,692)      
Issue of shares - for de-merger and 
acquisition of Pan AS 31,372    151,883 -         -              183,255 (27,697)     155,558     
Issue of shares - for cash (net) 6,769      48,082    -         -              54,851    -             54,851        

At 30 June 2010 (unaudited) 38,141    199,965 (37,202) 21,209       222,113 -             222,113     

Attributable to equity holder of the parent

For six months ended 30 June 2009
Amounts in US$000

Issued 
capital

Share 
premium

Retained 
earnings

Currency 
translation 
adjustment Total

Non-
controlling 

interest Total equity

At 1 January 2009 (unaudited) 45,257    -          (40,141) 1,760          6,876      -             6,876          

Income / (loss) for the period -          -          14           -              14            -             14                
Other comprehensive income -          -          -         239             239         -             239             

Total Comprehensive income -          -          14           239             253         -             253             

At 31 March 2009 (unaudited) 45,257    -          (40,127) 1,999          7,129      -             7,129          

Income / (loss) for the period -          -          16,247   -              16,247    -             16,247        
Other comprehensive income -          -          -         13,526       13,526    -             13,526        
Total comprehensive income for the pe -          -          16,247   13,526       29,773    -             29,773        

Dilution of shares to minority 41,221    -          -         -              41,221    26,950      68,171        

At 30 June 2009 (unaudited) 86,478    -          (23,880) 15,525       78,123    26,950      105,073     

 

6.2 BRAZIL GROUP 

6.2.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The selected unaudited historical consolidated financial data for the Brazil Group set forth 
in this section has been carved out from Norse Energy’s audited group financial 
statements for the financial years 2009, 2008 and 2007. These financial statements have 
been prepared in accordance with IFRS and the accounting principles that are found in 
the related Annual Reports for Norse Energy. For Annual Reports including auditor’s 
reports for Norse Energy for 2009, 2008 and 2007, reference is made to appendix 3, 4 
and 5. 
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The selected unaudited carved out financial data set forth below may not contain all of 
the information that is important to a potential investor of shares in the demerged 
company. As a result, the data should be read in conjunction with the relevant financial 
statements and the notes to those statements. 

There have been no audit qualifications in connection with the 2007-2009 financial 
statements for Norse Energy. In the 2008 audit report, Deloitte draws attention to the 
Board of Directors discussion of the uncertainty concerning funding that was present at 
the time of the audit report, without qualifying its report, with the following wording: “;” 
Without qualifying our opinion, we draw attention to the information in the Board of 
Director’s report related to the uncertainty concerning the Company’s ability to secure 
funding of its capital expenditure program”. 

In Norse Energy do Brasil S.A. Auditors report for 2008, based on Brazilian GAAP Deloitte 
has drawn attention to the following: 

 

Norse Energy do Brasil S.A. had not implemented this pronunciation due to the fact that 
it came very late in the year, the subsidiary that their functional currency would change 
to BRL in 2009 and the fact that this would have no impact on the Norse Consolidated 
IFRS accounts. 

 

 

The September 2010 capital and liquidity in Brazil have been discussed in section 8 in 
this listing prospectus. 

6.2.2 HISTORICAL FINANCIAL ACCOUNTS 

The unaudited carved out consolidated financial statements included in this document are 
derived from the historical financial statements of Norse Energy and are presented as 
though the Brazil Group was a separate enterprise, based upon the structures in place 
during the periods covered. Accordingly, such information may not reflect what the 
results of operations, financial position and cash flows would have been had the Brazil 
Group been a separate, stand-alone entity during the periods presented and it may not 
be indicative of the results of operations, financial position and cash flows of the Brazil 
Group in the future. 

The legal entity Panoro Energy ASA (established 28 April 20009) was acquired by Norse 
Energy in December 2009. The legal entity had no operations or activity in 2009. For 
audited financial information of Panoro Energy ASA for 2009 including auditor’s report, 
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reference is made to Appendix 2. The following is a summary of the Statement of 
Financial Position of Panoro Energy ASA as of 31 December 2009: 

 

6.2.3 BASIS FOR PREPARATION 

The following tables present data extracted from selected financial information for the 
Brazil Group as of and for each of the three years ended 31 December 2009, 2008 and 
2007.  

The unaudited carve out financial information is based on the segment information from 
the Norse Energy Annual Reports. The unaudited carved out financial information consists 
of the Brazil E&P segment in addition to the following allocations from the Norwegian 
parent in accordance with the demerger plan: USD 8 million in cash, the NEC01 bond 
loan with accrued interest, 40% of the NECJ warrant liability, cost accruals and allocated 
overhead costs. 

Detailed specifications of the unaudited financial carved out financial statements, 
referenced to the Norse Energy Annual Reports 2007, 2008 and 2009 (Appendix 3, 4 and 
5), are attached as Appendix 9. The specifications explain the links between the audited 
Norse Energy’s financial statements for 2009, 2008 and 2007 and the unaudited carved 
out financial information that represent the historical financial information of the Brazil 
Group operations being demerged from Norse Energy.  
 

 

 

 

 

 

 

 

 

 

 

 

Statement of Financial Position; Panoro Energy ASA (USD 000) 

Assets 31.12.2009 
Current assets 
Cash and cash equivalents 173     
Total assets 173     

Equity and liabilities 
Equity 173     
Total equity and liabilities 173     
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Unaudited Carved out Consolidated Financial Statements (USD 000) 

2009 2008 2007
The Brazil 

Group Carved 
out

The Brazil 
Group 

Carved out

The Brazil 
Group 

Carved out

Oil and Gas revenue 34 650 73 551 46 621

Total revenue 34 650 73 551 46 621

Production costs -4 002 -25 692 -23 221

Exploration and dry hole costs -14 160 -22 937 -236

General and administrative expenses -11 473 -15 918 -7 906

EBITDA 5 015 9 004 15 258

Depreciation -6 809 -11 237 -24 151

Impairment -13 679 -25 911 -26 159

Total operating expenses -50 123 -101 695 -81 673
EBIT-Operating income/loss -15 473 -28 144 -35 052

Interest revenue 3 249 4 660 2 142

Interest expense -16 425 -16 359 -9 325

Foreign exchange gain/(loss) 24 649 5 828 6 544

Other financial income 283 2 400 -1 294

Net financial items 11 756 -3 471 -1 933

Net profit/(loss) before tax -3 717 -31 615 -36 985

Income tax -4 283 10 674 9 153
Profit /(Loss)after tax -8 000 -20 941 -27 832  
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Unaudited Carved out consolidated Statements of Financial Position (USD 000) 

2009 2008 2007
The Brazil 

Group 
Carved out

The Brazil 
Group 

Carved out

The Brazil 
Group 

Carved out
Assets

Non-current assets
Licence and exploration assets   126 300 99 759 114 705

Deferred tax asset 22 564 10 105 0

Other non current assets 2 099 7 983 13 273

Field Investment and equipment 111 300 81 640 110 496

Furniture and fixtures 2 806 2 276 1 954

Total non current assets 265 069 201 763 240 428

Current assets

Inventory 0 290 3 051

Accounts  receivable and other short term assets 14 715 15 996 21 815

Cash and cash equiva lents 17 105 14 891 10 489

Total current assets 31 820 31 177 35 355

Total assets 296 889 232 940 275 783

Equity and liabilities
Equity 105 015 67 568 91 957

Long term liabilities

Deferred tax l iabi l i ty 0 0 14 141

Other long term debt  Brazi l 20 928 23 416 22 561

Al located 40 % of NEC J warrant l iabi l i ty 4 518 4 801 8 039

Total long term liabilities 25 446 28 217 44 741

Short term Interest bearing debt Brazi l  80 887 78 952 74 727

Accounts  payable and other current l iabi l i ties   Brazi l 33 977 10 492 15 130

Al located accrued interest NEC01 2 703 2 198 3 117

Al located accrued expenses 274 276 191
Al located NEC01 bond loan 48 588 45 238 45 920

Total current liabilities 166 428 137 156 139 085

Total liabilities 191 874 165 372 183 826

Total equity and liabilities 296 889 232 940 275 783  
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Unaudited Consolidated Cash flow Statements (USD 000) 

 Consolidated Statement of Cash flows 2009 2008

Net cash flows from operating activities 8 111           144              

Net cash flows from investing activities -8 807         -18 285       

Net cash flows from financing activities -1 683         24 347        

4 593 -1 804

Change in cash and cash equivalents during the period 2 214           4 402          

Cash and cash equivalents at the beginning of the period 14 891         10 489        

Cash and cash equivalents at the end of the period 17 105         14 891        

Effects of foreign currency and translation of foreign 
operations on cash balances

 

 

Unaudited Consolidated changes in equity (USD 000) 

At December 31,2007 91,957

Profi t & Loss -20,941

Group funding contributions 2,610

Currency trans lation adjustment and other -6,059

At December 31,2008 67,567

Net income /  (loss ) for the year -8,000

Currency trans lation adjustment and other 20,620

Equity i ssue (equity for debt from NEC) 24,828

At December 31,2009 105,015

 

6.3 PAN GROUP 

6.3.1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Historical financial information in this section for the Pan Petroleum Holdings (Cyprus) 
Limited (“Pan Group”) has been extracted without material adjustments from the 
Group's annual financial statements, is presented in US dollars and has been prepared in 
accordance with International Financial Reporting Standards as adopted by the European 
Union (IFRS). The accounting policies can be referred to in note 2 to the annual financial 
statements of Pan Group which have been included in appendix 6 to this prospectus.  

The selected information below may not contain all the information that is important to a 
potential investor of shares in the merged company. As a result, the information should 
be read in conjunction with the relevant financial statements and the notes to those 
statements which are included in this prospectus in appendix 6. 

There have been no audit qualifications in connection with 2008 and 2009 financial 
statements of Pan-Petroleum.  In 2008 and 2009 the auditors Ernst & Young Cyprus 
Limited draw attention to the note 1 to the financial statements concerning the Pan 
Group's ability to continue as a going concern due the circumstances present at the time 
of the audit report. The auditors drew attention to the following paragraph in their audit 
report:  
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"In forming our opinion on the financial statements, which is not qualified, we have 
considered the adequacy of the disclosures made in note 1 to the financial statements 
concerning the Group’s ability to continue as a going concern. The circumstances 
explained in note 1, indicate the existence of a material uncertainty which may cast 
significant doubt about the Group’s and the Company’s ability to continue as a going 
concern.  

The financial statements do not include the adjustments that would result if the Group 
and the Company were unable to continue as a going concern." 

6.3.2 BASIS OF PREPARATION 

The following tables present the historical data without material adjustments, extracted 
from annual financial statements of Pan Group as of 31 December 2008 and 2009. The 
basis of preparation of and presentation of this information is consistent with the 
accounting policies and policies by the Panoro Group in the annual financial statements. 

Audited consolidated statement of comprehensive income (USD 000) 

 01-Jan  28-Feb 
 to  to 
 31-Dec  31-Dec 
 2009  2008 
    
    
Total revenue -                   -   
    
Administrative expenses -9,674  -8,267 
Impairment of intangible E&E assets -24,489  - 
Operating loss -34,163  -8,267 
    
Expenses  relating to acquisition of minority share of subsidiary -2,873  - 
Finance income 67  222 
Finance cost -22  -134 
Foreign exchange gain 477  49 
Loss on ordinary activities before taxation -36,514  -8,130 
    
Income tax expense -729  -255 

Loss  for the period -37,243  -8,385 

Other comprehensive loss:    
Foreign exchange movement in the period 38  -66 
      

Total comprehensive loss for the period  -37,205  -8,451 

    
Total comprehensive loss attributable to:    
Equity holders  -37,205  -8,451 

Total comprehensive loss for the period -37,205  -8,451 
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Audited consolidated statement of financial position (USD 000) 

 31-Dec  31-Dec 
 2009  2008 
Non-current assets    
Property, plant and equipment 373  60 
Intangible E&E Assets 140,730  148,864 
 141,103  148,924 
Current assets    
Cash and cash equivalents 13,976  14,726 
Trade and other receivables 4,181  35,965 

 18,157  50,691 

Total assets 159,260  199,615 

Current liabilities    
Trade and other payables 3,475  7,424 
Tax payable 903  233 
 4,378  7,657 
Non-current liabilities    

Deferred tax liability 37  
   

-   

 37  
   

-   

Total liabilities  4,415  7,657 
    
Equity    
Share capital 535  535 
Share premium 184,557  184,465 
Accumulated losses -30,219  -8,385 
Translation reserve -28  -66 
 154,845  176,549 

Minority Interest 
   

-    15,409 

Total equity 154,845  191,958 

    

Total liabilities and equity 159,260  199,615 
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Audited consolidated cash-flow statement (USD 000) 

 01-Jan  28-Feb 
 to  to 
 31-Dec  31-Dec 
 2009  2008 
Cash flows from operating activities    
Loss before tax -36,514  -8,130 
Adjustments for non cash flow items:    
Finance income/ (expense) -45  -88 
Foreign exchange 38  -66 
Depreciation 135  11 
Impairment 24,489  - 
Gain on acquisition of subsidiary 2,873  - 
Shares capital issued, in lieu of consultancy fees 92  - 
Share capital issued, not yet paid -  -863 
Net change in non-cash operating working capital items:    
Trade and other receivables -3,011   - 
Trade and other payables -6,843  7,423 
Cash generated from operations -18,786  -1,713 
    
Interest paid -22  -134 
Income taxes paid -2  -22 
Net cash from operating expenses -18,810  -1,869 
    
Cash flows from investing activities    
Interest received 21  222 
Purchase of property, plant and equipment -448  -71 
Purchase of exploration assets -16,355  -49,632 
Cash acquired -  531 
Net cash used in investing activities -16,782  -48,950 
    
Cash flows from financing activities    
Proceeds from issue of share capital 34,843  65,544 
Net cash used in financing activities 34,843  65,544 
    
Net increase in cash and cash equivalents -750  14,726 
Cash and cash equivalents at beginning of period 14,726  - 

Cash and cash equivalents at end of period 13,976  14,726 
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Audited consolidated statement of changes in equity (USD 000) 

   Share  Share Accumulated  Translation Shareholders’ 
Minority  Total 

   Capital  Premium Losses Reserve Equity 
Interest Equity 

Balance at 28 February 2008  0 0 0 0 0 0 0 
Capital contributions during the 
period    535 184,465 0 0 185,000 0 185,000 
Minority share of acquisition of 
assets  0 0 0 0 0 15,409 15,409 
Foreign exchange movement in 
the period  0 0 0 -66 -66 0 -66 

Total loss for the period  0 0 -8,385 0 -8,385 0 -8,385 

Balance at 31 December 2008  535 184,465 -8,385 -66 176,549 15,409 191,958 
Capital contributions during the 
period    0 92 0 0 92 0 92 
Minority share of acquisition of 
assets  0 0 15,409 0 15,409 

-15,409 0 

Foreign exchange movement in 
the period  0 0 0 38 38 

0 38 

Total loss for the period  0 0 -37,243 0 -37,243 0 -37,243 

Balance at 31 December 2009  535 184,557 -30,219 -28 154,845 0 154,845 

 

6.4 TREND INFORMATION AND SIGNIFICANT CHANGES TO THE PANORO 
GROUP’S FINANCIAL POSITION SINCE 31 DECEMBER 2009 

The Panoro Group operates predominantly in two business segments being the 
exploration and production of oil and gas, which is split by licence for management 
purposes and four geographical segments being Nigeria, Gabon, Congo and Brazil. 

As of Q2 2010 the Company had production at the Manati field in Brazil only. Reference is 
made to section 7.1.1. Management discussion and analysis, with regard to material 
developments up until 30 June 2010. 

Panoro Energy and its partners are currently discussing an amendment to the existing 
gas contract at Manati to include all additional gas volumes in the field, beyond the 23 
billion cubic meters currently under the contract. 

In line with Panoro Energy’s desire to look at synergies for development of the reservoirs 
in the area, the Brazilian National Petroleum Agency (“ANP”) has rejected the current 
separate development plans for Cavalo Marinho and Caravela (100% Petrobras), Estrela-
do-Mar and Tubarão (100% Petrobras) in the BS-3 area.  In particular, the ANP has 
requested the operator to consider inclusion of the B1 reservoir in the development. This 
request is aligned with Panoro Energy’s preferred concept for development in this area. 
The partners are also discussing the possibility of redeveloping the Coral field as part of 
the BS-3 joint development. Petrobras has for the first time presented potential pre-salt 
possibilities within the Coral licence area.   

On the three Brazil Round 9 blocks, there is currently a drill or drop decision in March 
2011.  Our ability to continue in the blocks and undertake the financial commitment of 
drilling a well is dependent on our ability to farm out these blocks to new partners.  The 
Company is planning to attract a partner and a farm-out process will commence shortly 
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In mid-July 2010 operations commenced at the MKB field in Congo. This includes running 
a completion string, hydraulically fracturing the wells and pilot production testing. The 
Company has been discussing with a bank syndicate the opportunity to leverage on the 
MKB Congo operation with a ring fenced reserve based lending facility. Panoro expects to 
have a financing proposal completed by Q2-11, pending successful completion of the 
additional four well drilling program. 

On the Aje field in Nigeria, the Company is assessing the impact of new PSDM 
interpretation, the lack of commercial agreements to transport and sell production, and 
likely cost increases. These factors may delay the movement of the project through the 
next gate. 

The Ajapa field was classified as held for sale as of 30 June 2010, based on a signed sale 
and purchase agreement. The sale is contingent upon funding as well as government 
approval. The field is awaiting start-up for commercial production, however as Panoro 
Energy is divesting its interest the Company will not provide operational updates going 
forward. 

The Company does not know of any other major trends, or events that have impacted or 
will impact the business. 

6.5 SEGMENT INFORMATION 

The Company currently sells all the natural gas and condensate (Manati field Brazil) to 
one buyer, Petrobras. An overview of the net sales is provided in the table below: 

Year   Period       Panoro Energy (in USD 
000) 

Q2 2010  Six months      19,931 

2009   Full year       34 650 

2008   Full year       73 551 

2007   Full year       46 621 

The net sales for Panoro Energy for the years 2009, 2008 and 2007 correspond to the 
NEC ASA Annual Reports – Brazil E&P segment figures for these years. The Q2 2010 YTD 
figure correspond to the revenue from the Manati producing field in Brazil as reported by 
Panoro Group. 

Since most of the natural gas reserves are found in association with oil, most of the 
proved natural gas reserves in Brazil are situated in offshore reservoirs.  However, the 
distribution of natural gas reserves across the country does not follow the same pattern 
as the distribution of oil reserves. Oil reserves are concentrated in the southeastern 
region of the country, while natural gas reserves are concentrated primarily in the 
northern and northeastern regions, although there are considerable reserves in the Rio 
de Janeiro area. The growth of proved natural gas reserves in the São Paulo region 
between 2003 and 2004 was the result of a significant discovery in the Santos basin. 
Currently, the major part of natural gas produced in Brazil is from oil fields offshore, for 
which the infrastructure and transportation are costly. Increasing investments in 
infrastructure and discoveries of new non-associated natural gas fields will lead to the 
steady reduction of the natural gas volume that is flared or attributable to losses.  

Upon the enactment of the Petroleum Law in 1997, exploration and production of oil and 
natural gas have been subject to free competition.  Over the last 10 years there have 
been significant improvements in the market compared to the period when Petrobras had 
a monopoly over oil and natural gas reserves.  Today there is significant competition in 
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the oil and natural gas industry in the context of bidding rounds for the concession areas.  
Approximately, 70 national and international companies were qualified for the ninth 
bidding round, of which 19 were newcomers. Additionally, there is competition for the 
acquisition of interests as a partner in existing blocks.  

International and local companies bid for concession areas under free competition.  Brazil 
has adopted a clear and transparent regulatory framework for oil and natural gas 
investor’s which allows equal treatment between small and large companies. Upon the 
consolidation of the sector, the offer of blocks from companies already holding 
concessions rights has increased. 

Currently, there are more than 60 economic groups operating in the exploration and 
production sector in Brazil, among them large companies, independent companies and 
small local companies.  Almost all the large international oil and natural gas companies 
operate in Brazil, particularly in the offshore basins.  Petrobras is the largest investor in 
the oil and natural gas sector, has the most financial and technical resources available 
and has the most extensive experience in this sector.  

On the other hand, the Brazilian government has implemented a regulatory environment 
that also permits small companies to operate in mature onshore basins. The oil and 
natural gas industry is cyclical and from time to time we face a lack of equipment, spare 
parts, insurance or services due to increased competition for these assets and services. 
During these periods, the costs and the delivery time for these assets and services, which 
are provided by third parties, increase. In light of the increase in the levels of exploration 
and production resulting from the high prices of oil and natural gas, the demand for 
assets and services in the oil industry increased over the last few years, and the costs of 
these assets and services, have also increased. Specifically, there is a lack of rigs for the 
drilling of deep oil wells in the international market, which may affect our operations. 

In addition, there is a high concentration of companies and consequently a low level of 
competition in oil and natural gas transportation and marketing sector. This could impact 
our ability to obtain these services. 

In this competitive environment, we and our subsidiaries are classified as independent 
companies, that is, companies not controlled by or associated with the largest agents in 
the industry, but who seek opportunities primarily in offshore basins, specifically in 
shallow water.  

Operating Segments of Panoro Group after the Merger 

The Panoro Group operates predominantly in two business segments being the 
exploration and production of oil and gas, which is split by licence for management 
purposes and four geographical segments being Nigeria, Gabon, the Republic of Congo 
and Brazil. 

The Panoro Group’s reportable segments, for both management and financial reporting 
purposes, are as follows: 

 The Dussafu segment holds the Panoro Group’s 33.3% working interest in the 
Dussafu Marin exploration permit in Gabon. 

 The JDZ 3 segment holds the Panoro Group’s 10% working interest in the JDZ 3 
exploration licence in Nigeria. 

 The OML113 – Aje segment holds the Panoro Group’s 12.5% profit interest in the 
OML113-Aje exploration licence in Nigeria. 

 The MKB Congo segment holds the Panoro Group’s 20% working interest in MKB 
exploration permit in Republic of Congo (Brazzaville)..  

 The Brazilian segment holds the following assets: 



50 

 

 
 The BCAM-40 prospect holds the Panoro Group’s 10% interest in Manati 

which is a producing field in Brazil. This also includes 10% interest in 
Camarao Norte field which is at a development stage.  

 
 The BS-3 Project holds Panoro Group’s interest in a portfolio of offshore 

licences in Santos basin, Brazil comprising 50% interest in Cavalo 
Marinho, 65% interest in Estrela-do-Mar and 35% in Coral field which is 
being considered for redevelopment.  

 
 The Sardinha licence area holds the Panoro Group’s 20% interest in the 

Sardinha field located in Camamu-Almada basin in Brazil. This field is 
being considered for development.  

 
 Round 9 blocks represents Panoro Group’s 50% interest in blocks S-M-

1100, S-M-1035 and S-M-1036 acquired in 2007. These blocks are in 
close proximity to the Coral field. A Company owned subsidiary 
operates these blocks.  

 The ‘Other’ category consists of the remaining entities in the corporate head office 
and service company operations that are not directly attributable to the core asset 
segments.  

 Interest in licence OML 90 – Ajapa has been classified as an asset held for sale and 
therefore not considered as an operating segment. 

Management monitors the operating results of business segments separately for the 
purpose of making decisions about resources to be allocated and of assessing 
performance. Segment performance is evaluated based on capital expenditure and 
production levels. 

6.6 STATUTORY AUDITORS  

6.6.1 PANORO 

The Company’s auditor from 7 July 2010 is Ernst & Young, Christian Frederiks plass 6, 
Oslo Atrium, P.O. Box 20, N0051 Oslo, Norway. The auditor is a member of the 
Norwegian Auditor Association (Den Norske Revisorforening). From incorporation 28 April 
2009 until 7 January 2010 Kjelstrup & Wiggen AS, Henrik Ibsens gate 20, 0255 OSLO 
was the auditor for the Company. Kjelstrup & Wiggen AS is a member of the Norwegian 
Auditor Association (Den Norske Revisorforeningen). From 7 January 2010 to 7 July 2010 
Deloitte AS, Karenslyst allé 20, 0278 OSLO, was the auditor for the Company. Deloitte 
AS is a member of the Norwegian Auditor Association (Den Norske Revisorforening). 

6.6.2 THE PAN GROUP 

Since inception of the Pan Group in 2008, Ernst & Young Cyprus Limited has been the 
Pan Group's auditors for the periods ended 31 December 2008 and 2009.  

6.6.3 BRAZIL GROUP 

Deloitte has been the auditor of Norse Energy for 2008 and 2009. Ernst & Young was the 
auditor of Norse Energy for 2007. Ernst & Young is a member of the Norwegian Auditor 
Association (Den Norske Revisorforeningen). 
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7. OPERATING AND FINANCIAL REVIEW  

The holding company Panoro Energy ASA (established April 28, 2009) was acquired by 
Norse Energy in December 2009. The legal entity had no operations or activity in 2009. 
With effect from the time of the demerger from Norse Energy on June 7, 2010 the entity 
fulfils the  role as holding company with part of the finance function being based in 
Norway and employed by the Company.  

Since the activity in Panoro Energy ASA is limited the discussion in the following section 
is focusing on Panoro Group. The interim financial statements of the Panoro Group can be 
referred to in Appendix 2.  

The following discussion of the financial condition and results of operations should be 
read in conjunction with the financial statements included in this Prospectus. The 
following discussion may contain forward-looking statements that are based on current 
assumptions and estimates by Panoro Group’s management regarding future events and 
circumstances. Panoro Group’s actual results could differ materially from those expressed 
or implied by the forward-looking statements as a result of many factors, including those 
described in Section 2 “Risk factors”. The selected historical consolidated financial data 
for Panoro Group discussed in this section is based on the unaudited financial information 
as presented in the interim condensed consolidated financial statements of the Group for 
the six months ended 30 June 2010.  

7.1 COMPARISON FOR THE PERIOD ENDED 30 JUNE 2010 

7.1.1 Management’s discussions and analysis of financial conditions and 
results of operations Q2 2010 

EBITDA for the second quarter of 2010 was negative USD 2.4 million, down from USD 
4.6 million in the previous quarter. The decline is mainly due to significant one-off 
increase in corporate costs that was a direct result of merger related costs of USD 4.6 
million.  

A decline of 5% in gas revenues for the second quarter in comparison to the first quarter 
of 2010 was a direct result of decline in production volumes offset by a slight gain on 
strengthening of the Real to USD. Further, consequent to the increase in production 
compared to 2009, the production from Manati is now subject to “Especial Participation 
Charge“ which was triggered in this quarter and amounted to USD 0.4 million. 

Production costs for the second quarter of USD 1.2 million increased by USD 0.2 million 
compared to the previous quarter despite a decline in production volumes. This is mainly 
due to movements in forex compared to previous quarter.  

Exploration related and dry-hole costs for the current quarter represented USD 4.7 
million that relates to seismic costs and exploration related costs.  

Depreciation has increased by USD 155 thousand to USD 1.9 million in comparison to 
previous quarter despite the decline in production volumes. The increased charge can be 
attributed to changes in foreign currency rates compared to previous quarter and effects 
of recent revisions to reserves estimates. Year to date depreciation has increased by 
19% in relation to 2009 primarily due to unfavourable foreign exchange fluctuation and 
minor impact of revision in reserves estimates.  

Year to date EBITDA has increased by approximately 36% consequent to 25% higher 
production volumes than the corresponding period in 2009 supplemented by a 20% 
higher USD unit price compared to 2009 due to improved currency exchange rates 
against USD. Production cost for 1H 2010 stood at 11% of gas sales revenue compared 
to 13% for 1H 2009. Year to date exploration costs for 2010 were down by USD 2.6 
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million from the comparable period of 2009. The decline was offset by an increase in one 
-off merger costs by USD 5.4 million incurred up to 30 June 2010. General and 
administrative costs saw an increase of 22.6% quarter on quarter, and of 41.6% for the 
year to date periods on account of corporate costs of Panoro. These costs included one-
off items like corporate cost allocations and final settlements for previous NEC 
management and employees who are now part of Panoro. 

The current period also include USD 2.9 million of gain on acquisition of subsidiary which 
represents the excess of fair value of the Pan-Petroleum net assets over the fair value of 
the consideration shares issued at the time of the Merger. This has been recognised as 
income in accordance with IFRS 3.  

Net effects of foreign exchange items were negative USD 2.5 million which primarily 
arose on the NOK denominated NEC01 bond, cash balances in Panoro Energy and 
exchange loss on conversion of Brazilian debts into local currency (BRL) from US dollars. 
The non-cash effect of the Company’s warrants issued in second quarter of 2010 was a 
loss of USD 0.5 million compared to the initially recognised value.  

Year to date net interest costs of USD 8.9 million increased by 62.7% compared to the 
same period in 2009 and for the second quarter stood at USD 5.6 million compared to 
USD 4.1 million for Q1 2010. The increase is a direct result of higher interest charges 
prior to restructuring incurred on the Brazilian external loans. Further, interest due on 
NEC-01 bond is also included in the current period.   

Income tax mainly pertains to Brazilian operations and stood at a benefit of USD 2.3 
million for the first half of the year compared to an expense of USD7.9 million for the 
comparable period in 2009. On a quarterly basis, the income tax benefit increased from 
USD 0.4 million to USD 2 million from Q1 2010 to Q2 2010. This is mainly due to 
increase in deferred tax assets recognised for the period.  

Net loss for the first half of 2010 was USD 8.5 million compared to USD 16.2 million in 
the comparative period. Q2 2010 resulted in a net loss of USD 6.9 million compared to 
USD 1.6 million income in Q1 2010. 

7.2 THE BRAZIL GROUP 

The following discussion of the financial condition and results of operations should be 
read in conjunction with the financial statements included in this Prospectus. The 
following discussion may contain forward-looking statements that are based on 
assumptions and estimates by Brazil Group’s management regarding events and 
circumstances that existed at the time the respective financial statements were prepared. 
The selected carved out historical consolidated financial data for Brazil Group discussed in 
this section is based on the financial information as presented in the audited consolidated 
financial statements of the Norse Energy Corporation ASA for years ended 31 December 
2007, 2008 and 2009. For further information of how the carved out financial information has been 
compiled, reference is made to Appendix 9.  

7.2.1 Management’s discussions and analysis of financial conditions and 
results of operations 2009 

Revenue in the Brazil Group decreased from USD 73.6 million in 2008 to USD 34.7 
million in 2009.The decline mainly reflects the abandonment of Coral but also lower 
gas production and sales on the Manati field due to low regional demand in the early 
part of the year.  

Production costs decreased sharply from USD 25.7 million to USD 4 million, the main 
reason was the Coral (oil production) abandonment and therefore substantially all 
production costs relates to Manati gas production.  
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Exploration and dry hole costs expensed in 2009 decreased from USD 22.9 million in 
2008 to USD 14.2 million in 2009. Total dry hole cost in 2009 was USD 7.3 million 
compared to USD 17.8 million in 2008.  

The decrease in general and administrative costs from USD 15.9 million in 2008 to USD 
11.5 million in 2009 is mainly due to lower activity and a reduction in the number of 
employees in 2009.  

Depreciation decreased to USD 6.8 million from USD 11.2 million in 2008. The 
reduction relates mainly to lower production on the Manati field in the beginning of 
the year.  

The resulting operating loss for 2009 was USD 15.5 million compared to USD 28.1 million 
for 2008.  

Net interest expense increased to USD 13.2 million in 2009 from USD 11.7 million in 
2008.  

Total assets increased from USD 232.9 million in 2008 to USD 296.9 million in 2009.   

The Brazil Group's assets are mainly denominated in BRL and therefore increased 
considerably measured in USD due to the strengthening of the BRL.  

Equity for the Brazil Group was USD 105 million (35.4%) at the end of 2009 compared to 
USD 67.6 million at the end of 2008 (29%).  

The Brazil Group’s net cash flow from operating activities was USD 8.1 million in 2009 
compared to USD 0.1 million in 2008. The main explanation for the variance is a high 
level of dry hole and exploration cash costs combined with higher general and 
administrative costs in 2008 compared to 2009.  

Net cash flow from investing activities was – USD 8.8 million in 2009 compared to – USD 
18.3 million in 2008. The negative cash flow from financing activities compared to 2008 
is explained by materially lower proceeds from issuance of new debt. 

7.2.2 Management’s discussions and analysis of financial conditions and 
results of operations 2008 

The increase in revenues from USD 46.6 million in 2007 to USD 73.6 million in 2008 is 
explained by a 100% increase in Manati gas sales from USD 18.7 million to USD 37.4 
million. In addition to Brazil Group higher oil production and sales (USD 36.4 million) 
from Coral than originally anticipated prior to commencing abandonment operation by 
the end of the year.  

Increased production costs relate to increased production volumes.  

Expensed exploration and dry hole costs increased significantly from USD 0.2 million 
in 2007 to USD 22.9 million in 2008, mainly as a result of dry hole costs of USD 17.8 
million.  

The decrease in depreciation from USD 24.2 million to USD 11.2 million is mainly 
related to the Coral field, which for accounting purposes was written down to USD 0 pr 
December 2007 and was therefore not depreciated in 2008. The impairment for 2008 
relates to the license for the BM-CAL 5 &6 blocks in Brazil as well as an increased 
abandonment charge for the Coral field.  

The increase in general and administrative cost from USD 7.9 million in 2007 to USD 



54 

 

15.9 million in 2008 is explained by a higher level of activity.  

Operating loss was USD 28.1 million compared to a loss of USD 35.1 million for 2007.  

Net interest expense increased to USD 11.7 million in 2008 from USD 7.2 million in 2007.  

Total assets decreased to USD 232.9 million in 2008 from USD 275.8 million in 2007 
explained mainly by impairment of previously capitalized exploration costs as well as 
negative currency translation effects. Brazil Group Equity for the Brazil Group was USD 
67.6 million end of 2008 (29%) compared to USD 92 million (33.3%) end of 2007.  

The Brazil Group’s cash flow from operating activities was USD 0.1 million in 2008 
explained by a high level of exploration costs incurred and expensed during the year. 
Brazil Group. 

7.2.3 Management’s discussions and analysis of financial conditions and 
results of operations 2007 

Revenue in 2007 of USD 46.6 million was up from USD 28.9 million explained by 
increased production at the Manati Field and Coral. 

The result in 2007 was negatively affected by significant Coral depreciations and an 
impairment charge in the fourth quarter. 

Loss for the year was USD 27.8 million. 

Investments in licenses and exploration assets was USD 6.1 million while the company 
invested USD 25.7 million in producing fields. 

The investments were financed by issuance of debt. 

Equity for the Brazil Group was USD 92 million (33%) end of 2007. 

7.3 THE PAN GROUP 

The following discussion of the financial condition and results of operations should be 
read in conjunction with the audited financial statements included in this Prospectus. The 
following discussion may contain forward-looking statements that are based on 
assumptions and estimates by Pan Group’s management regarding events and 
circumstances that existed at the time the respective financial statements were prepared. 
The selected historical consolidated financial data for Pan Group discussed in this section 
are based on the financial information as presented in the audited consolidated financial 
statements for years ended 31 December 2008 and 2009.  

7.3.1 Management’s discussions and analysis of financial conditions and 
results of operations 2009 and 2008 

The Group did not have any external revenues for the years 2009 and 2008 as the 
business was primarily engaged in exploration activities.  

Administration expenses increased by 17% compared to 2008 mainly due to full year of 
operations compared to only ten months in 2008. Impairment of USD 24.4 million in 
2009 represents USD 12.1 million for JDZ-3 block and USD 12.3 million for OML-90 
(Ajapa).  

Expenses of USD 2.8 million in 2009 related to the acquisition of the minority share of a 
subsidiary African Energy Equity Resources Limited which holds the OML-115 licence.  
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Foreign exchange gain for the year increased by tenfold during the period primarily as a 
result of exchange rate fluctuations between USD and GBP over cash balances.  

Income tax expenses for 2009 and 2008 arise primarily in the Company's parent due to 
income on intercompany recharges and interest on loans to subsidiaries.  

Increase in loss for the year 2009 by USD 28.8 million compared to the year 2008 by is a 
direct result of increase in impairments and administrative expenses in 2009.  

Equity for the Pan Group was USD 154.8 million in 2009 compared to USD 191.5 million 
for 2008 which respectively represented 97% and 96% of the total assets.  

Net cash flow from operating activities for 2009 represented USD 18.7 million for 
operating activities in 2009 and USD 1.8 million in 2008. Investing activities represented 
major cash expenditure for both years whereby USD 48.9 million was spent in 2008 and 
USD 16.8 million in 2009 to acquire licences and carry out exploratory activities in 
Nigeria and Gabon. Cash was primarily generated through equity issue in 2008 of USD 
65.5 million and 2009 of USD 34.8 million. 
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8. CAPITAL RESOURCES  

Panoro Energy obtains its sources of funding from a mix of equity, bank debt, bonds and 
sale/farm-out of assets. 

On 29 June 2010, Panoro Energy completed the final tranche of the Private Placement 
with aggregate gross proceeds NOK 380 million (equivalent to USD 65 million at the then 
prevailing USD/NOK currency rate of 5.85). With a long term guaranteed monthly cash 
flow from the Manati field coupled with the access to debt and equity capital markets, 
Panoro Energy is confident about securing its long term financial commitments. In 
addition Panoro Energy intends to optimize its asset portfolio through divestiture as well 
as acquisitions in line with its activity level. 

The Company has bank debt of Real denominated equivalent of USD 80.8 million 
(USD/BRL 1.80) in Brazil, with a 9 year repayment schedule whereby the majority of the 
repayments are to be completed within the next 5 years. The bank debt consists of three 
loans with a floating interest rate plus spread with an average interest rate of 14.7%. 
The restructuring of the bank debt in Brazil has been finalized, and the BNDES credit 
facility covers future planned capital expenditures related to upgrade of the Manati 
compressor station. The refinancing will not only simplify the loan structure but also 
provide a lengthier amortization schedule. 

The Company has a high yield fixed interest bond, NEC 01 with a nominal value of NOK 
286.5 million. A restructuring proposal for the bond loan was approved by bondholders in 
December 2009 and was effective from 30 June 2010.  

 
A prepayment of approximately NOK 43 million (15%) plus accumulated interest was 
made to NEC01 bondholders in July 2010. Furthermore, principal repayments amount to 
approximately NOK 122 million in 2011 and 122 million 2012. The loan carries a fixed 
interest rate of 13.5% from July 13, 2010 onwards.  

 
The Company has no other debt and the book equity ratio as of 30 June 2010 is 52.3%. 
This is an increase from 33.5% in 2009.  

The Company’s treasury policy is to place any excess liquidity in cash or cash 
equivalents. 

8.1 CASH FLOWS  

The table below is derived from the combined unaudited historical information as 
presented in Section 7.4 ”Unaudited Consolidated Cash Flow” above (USD 000). 
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Unaudited Consolidated Cash flow Statements (USD 000) 

30 June 2010 30 June 2009
USD 000 USD 000

(Unaudited) (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Net income / (loss) for the period before tax (10,955)          24,222           

Adjusted for:

Depreciation 3,761              3,170              

Market adjustments for warrant effects 577                 -                  

Non-cash exploration related costs -                  7,300              

Gain on sale of property (251)                -                  

Net finance costs 9,781              6,008              

Other adjustments -including working capital (20,108)          (61,770)          

Net cash flows from operating activities (17,195)          (21,070)          

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in Exploration, production and other assets (954)                (9,546)            

Proceeds from sale of property 1,421              -                  

Net cash acquired at acquisitions 4,304              -                  

Net cash flows from investing activities 4,771              (9,546)            

CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds from issuance of shares 54,851           30,000           

Net interests paid (8,417)            (2,840)            

Financial liabilities raised / (repaid) 9,135              (4,117)            

Net cash flows from financing activities 55,569           23,043           

Foreign exchange differences 97                   2,550              

Change in cash and cash equivalents during the period 43,242           (5,023)            

Cash and cash equivalents at the beginning of the period 10,655           7,597              

Cash and cash equivalents at the end of the period 53,897           2,574               

8.2 WORKING CAPITAL STATEMENT 

In the opinion of the Company, its working capital is sufficient to cover the Company's 
present requirements, that is, for a period of at least 12 months from the date of this 
Prospectus. 
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8.3 CAPITALISATION AND INDEBTEDNESS 

The following table shows the actual capitalisation and indebtedness as per 30 June 2010 
(USD 000) of Panoro Energy ASA. The numbers for the Company for 2010 are unaudited 
and have been derived from the unaudited consolidated financial statements. The 
compilation of the capitalization and indebtedness table as such is unaudited. 

Panoro Group 

30.06.2010
Total capitalization
A. Share capital 34,181
B. Legal reserve 0
C. Other reserves 199,965
D. Total equity (A+B+C) 234,146

E. Long-term debt guaranteed 0
F. Long-term debt secured 100,666
G. Long-term debt ( unguaranteed/unsecured) 0
H. Total long-term debt (E+F+G) 100,666
I. Current debt guaranteed 0
J. Current debt secured 19,574
K. Current debt (unguaranteed/unsecured) 10,243
L. Total current debt (I+J+K) 29,817
N.Total capitalization ( D+H+L) 364,629

Net indebtedness
A. Cash 56,347
B. Cash equivalent 0
C. Trading securities 0
D. Liquidity (A+ B+C) 56,347

E. Current financial receivable 0

F. Current bank debt 12,959
G. Current portion of non current debt 6,615
H. Other current financial debt 10,243
I. Current financial debt (F+G+H) 29,817

J. Net current financial indebtedness( I-E-D) -26,530

K. Non current bank loans 64,534
L. Bond issued 36,132
M. Other non current loans 0
N. Non current financial indebtedness (K+L+M) 100,666

 

There have been no material changes in the balances after 30 June 2010.  
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8.4 BORROWINGS  

The table below shows a statement of net indebtedness for Panoro Energy in the short 
term and the long term as of 30 June 2010 (USD million): 

30 June 2010
Short term Long term Total

Brazil -                 
BRL denominated bank loans 13.0                64.6                   77.6               
Norway
NEC01 (NOK) 6.6                  36.1                   42.7               
Cyprus
Sector Loan (USD) 10.2                -                     10.2               

Total 29.8                100.7                 130.5             
Cash and cash equivalents 56.3               
Net interest bearing debt 74.2                

The maturity profile of the loan balances are tabled below: 

Loan balance as of 30 June 2010
2010 2011 2012 2013 >2014 Total

Brazil
BNDES I 3.9 7.8 7.8 4.8 24.3
BNDES II 0.2 2.5 2.5 2.5 12.4 20.1
Treasury Loan 0 8.3 8.3 8.3 8.2 33.2
Norway
NEC01 (NOK) 6.6 18.1 18.1 42.7
Cyprus
Sector Loan (USD) 10.2 0 0 0 0 10.2

Total 20.9 36.7 36.7 15.6 20.6 130.5
Cash and cash equivalents 56.3
Net interest bearing debt 74.2  

Norway 

NOK 286.5 million bond loan (“NEC01”) 

Upon the de-merger from NEC, The Company assumed obligations as borrower for the 
NOK 286.5 million NEC01 bond loan under restructured terms. An aggregate principal 
amount of NOK 43 million plus accrued and unpaid interest thereon is payable in July 
2010.  A principal amount of NOK 122 million of the loan matures on 13 July 2011, 
together with any accrued and unpaid interest thereon; while the remaining loan shall 
mature and be due and payable on 13 July 2012, together with any accrued and unpaid 
interest thereon payable every quarter. The loan carries a fixed interest rate of 13.5% 
from July 13, 2010 onwards.  

The bonds are listed on Oslo Stock Exchange (OSE) under the ticker “NEC01”. The main 
covenants of the bond loan after de-merger are as follows:  

 The parent Company must maintain at all times the book equity of US$14 million 
after 31 March 2011. 
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 After 31 March 2011, the total equity in the Company shall constitute at least 30% of 
capital employed. “Capital employed” is defined as the Company’s total equity plus 
interest bearing debt, including financial instruments that have the commercial effect 
of borrowing, including guarantees and leasing commitments. 

 The Company shall not make or declare any distributions and procure that NEdB does 
not make or declare any distributions to any shareholders other than the Company 
until the Outstanding Intercompany amount due is zero.  

 The Company shall not provide guarantees or other credit support to, or make 
investments in, any person or entity outside the Panoro Group, when backed by 
additional equity as prescribed in the loan agreement. 

The Company is in compliance with the covenants for the NEC 01 bond loan at the date 
of this Prospectus. 

Brazil financing 

The Brazilian subsidiaries have entered into a refinancing agreement with its Brazilian 
banks consisting of three different loans all Reais denominated with pledge against the 
Manati asset in the subsidiary Rio da Contas; 

 

Loan overview               Amount in USD           Duration 

1. Treasury loan                 USD 33 million               5 years                  

2. BNDES I loan                  USD 24 million              7 years (existing loan from 2006) 

3. BNDES II loan                 USD 20 million              9 years                 

The Brazilian subsidiaries have gross debt of Reais denominated equivalent USD 77 
million (Net debt USD 69.4 million at exchange rate USD/BRL 1,80) in Brazil split in the 
three loans described above.  

The Treasury loan is funded by local Brazilian banks and the two BNDES loans are funded 
by the Brazilian State Development bank (BNDES I and BNDES II). The BNDES II loan 
agreement includes a credit facility of additional USD 25 million for future planned capital 
expenditures related to upgrade of the Manati compressor station. All three loans have 
floating interest rate. The subsidiaries in Brazil did not formally comply with its covenants 
at year end, but has since year end received waivers. Under the refinancing agreement, 
the treasury loan carries a cash sweep structure. 

The main covenants for the Brazilian loans are as follows: 

- Keep an Equity Ratio above 30:70. (Total Equity over Third Party Funds (short term 
+long term liabilities)) 

- Keep the Debt Service Coverage Ratio higher than 1,30 DSCR=(EBITDA - Income tax 
payment) / (Principal + Interest amortization) 

- Abstain from distributing any funds from the Rio das Contas to the shareholders until 
repayment of the loans. 

Restrictions on use of cash flow in the Rio Das Contas subsidiary 

The cash currently generated in the Brazilian operations all originate in Rio Das Contas. 
The loan agreements for the Brazil bank debt restrict Panoro Energy from applying such 
cash flow to serve other financial debt, and consequently the Company’s bond debt is 
envisioned to be served by disinvestments and/or refinancing and/or new equity.   
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8.5 INVESTMENTS 

Historical investments carved out (unaudited) 

(Compiled from Norse Energy Annual reports and notes and Panoro Group interim 
financial statements). 

The table below summarizes the Company’s investments in 2007- Q2 2010 (USD 000): 

2007 2008 2009 Q2 YTD 2010 Total
Licences and exploration assets 6 136      38 855     10 896     68 418         124 305     
  Of which expensed -3 992     -34 611   -7 300     -             -45 903      

Production assets 25 755     10 958     5 201      -             41 914       
Asset held for sale -         -         -         30 000         30 000       
Total principal investments 27 899           15 202           8 797              98 418                  150 316              

Q2 2010 (YTD) 

In June 2010, the Company acquired Pan Group’s investments through the merger 
amounting to USD 97.4 million including the asset held for sale. Investment in Brazilian 
assets for the period amounted to USD 927 thousand.  

2009 

In 2009, the Group invested USD 10.9 million in licences and exploration assets, of which 
USD 7.3 million was expensed as dry hole costs mainly related to the Cravo exploration 
well. In addition, investments of USD 5.2 million were added to the Manati production 
assets. 

2008  

In 2008 the Group invested a total of USD 49.8 million in Brazilian assets of which USD 
28.9 million was expensed mainly related to the BCAM 40 and BCAL 5 & 6.exploration 
licenses. Total expensed amount in 2008 also included the Coral investments. 

2007 

In 2007 the main field investments; approximately USD 22 million related to the Manati 
field. In addition, investments of USD 6.1 million were made in licenses and exploration 
assets related to the BS3 fields, BCAM 40 and Sardinha.  

Investments in progress 

From the end of the second quarter and to the date of this Prospectus, we have 
capitalized around USD 600 thousand in investments in explorative projects in Congo 
financed from share capital proceeds. 

The Company has no material future investment commitments, and there are no firm 
commitments on new bonds or bank loans. 

8.6 PRESENTATION OF THE COMPANY 

8.6.1 Introduction 

The Company is a independent E&P company focusing on the South Atlantic region. The 
Merged Company’s business activities are exploration, development and production of 
petroleum resources. The Company has licenses in Brazil, Nigeria, the Joint Development 
Zone of Nigeria and Sao Tome and Principe, Gabon and the Republic of Congo.   
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8.6.2 Incorporation, registered office and registration number 

Panoro’s legal and commercial name is Panoro Energy ASA. The incorporation name was 
New Brazil Holding ASA and the Company was renamed to Panoro Energy ASA on 1 June 
2010. The Company is a Norwegian Public Limited Company organised under Norwegian 
law, including the Norwegian Public Companies’ Act. Panoro’s registered organization 
number is 994 051 067, and was incorporated on 28 April 2009 under the name Startup 
387 09 AS.  

As of the date of this Prospectus, Panoro’s registered share capital is NOK 
239,440,083.25 divided into 163,947,081 Shares each with a nominal value of NOK 
1.460471768.  All the Shares are authorised and fully paid.  

The Company has one class of shares, each Share carrying equal voting rights at general 
meetings.  The Company’s articles of association does not provide for limitations on the 
transferability or ownership of Shares. 

Panoro’s registered office is at Dr. Maudsgate 1-3, 0124 Oslo, Norway. The Company’s 
telephone number is + 47 23 01 10 00. The Company has offices in Oslo, London and Rio 
de Janeiro. 
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8.6.3 Legal Structure 

The legal structure of Panoro Energy following completion of the Transaction is illustrated 
below:  

 

Norse Energy do Brasil, Business adress: Praia de Botafogo, 228, Sala 801 Botafogo, Rio 
de Janeiro, Brazil 
 

Panoro Petroleum Cyprus Ltd, Business adress:  43-45 Portman Square, London W1H 
6LY, United Kingdom. 

8.6.4 History and Development 

In 2005, the two companies Northern Oil ASA and NaturGass (USA) AS merged and 
changed its name to Norse Energy Corp. ASA. On 13 July, 2005 Norse Energy Corp. ASA 
was listed on the Oslo Stock Exchange under the ticker symbol “NEC”.  

Northern Oil was incorporated on 2 December 1997 under the name Northern Offshore 
ASA. In the beginning of the year 2000, Northern Offshore ASA acquired a controlling 
interest in two Canadian oil companies, Naftex and Petrolex Corporation. Naftex owned 
all the shares in Coplex which, in turn, owned 27.5% interests in the Coral, Estrela do 
Mar and Cavalo Marinho fields offshore Brazil. Subsequent to this acquisition, a decision 
was made to split the business of Northern Offshore ASA into two parts. The original 
investments in drilling units and production platforms were transferred to a new 
company; Northern Offshore Ltd. The oil related assets represented by the shareholdings 
in Naftex and Petrolex remained in the ownership of Northern Offshore ASA. Following 
these transactions Northern Offshore ASA was renamed to Northern Oil ASA and 
continued its original listing on the Oslo Stock Exchange under the new name. Northern 
Oil focused its activities on the exploration and production of oil. In 2002, Naftex sold its 
interest in Egypt to Lukoil. Petrolex Energy Corporation also sold its interests in 
Columbia.  
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In a general meeting in Norse Energy on 28 January 2010 it was resolved that Norse 
Energy should be divided into two parts, where ownership of Norse Energy’s mainland 
business, i.e., the business in the US and its associated assets was to be retained by 
Norse Energy while the ownership of the business in Brazil through Norse Energy do 
Brasil S.A. and its associated assets was to be transferred to Panoro Energy (the 
“Demerger”).    

The Demerger and the separation of the two business areas of Norse Energy and the 
separate listing of Panoro was assumed to optimise the capital structure and provide 
considerable growth potential in the respective markets. The Demerger was completed 
on 7 June 2010 and Panoro was assumed for listing on Oslo Børs on 8 June 2010. 
Through the Demerger Panoro acquired, among other things, 70% of the shares in NEdB. 

At a shareholders’ extraordinary general meeting of the Company on 26 April 2010 a 
Merger between the Company and Pan-Petroleum Holding AS (“Pan Holding”) was 
approved (the “Merger”). The objective of the Merger was to create a significant E&P 
company with organizations and assets that are complementary and which jointly should 
enable superior performance. The Merger was completed on 29 June 2010 with Pan 
Holding as the assigning entity and Panoro as the acquiring entity. Through the Merger, 
Panoro acquired 100% of the shares in Pan Group and the 30% of the shares in NEdB not 
already owned by the Company.  

8.6.5 Business Overview 

The Company has a balanced portfolio of high quality assets in the South Atlantic region 
which provides a strong platform for further growth. With more than 200 million boe of 
discovered 2P reserves and contingent resources the potential for value creation is 
significant. 

 

Offices: London, Rio, Oslo
Panoro Energy license area
Pan license area

Manati

BS-3 (Santos)

Aje

Ajapa

Santos Exploration
Congo MKB

Dussafu

Panoro Energy asset portfolio
Merger to create strong E&P independent with South Atlantic focus

9  
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As illustrated in the figure above, the portfolios of the two merging companies 
complement each other. New Brazil Holding has a portfolio of strong production from the 
Manati field and longer term growth opportunities from the BS-3 field and the Round 9 
exploration block in the Santos Basin. Pan Group’ portfolio offers near term growth from 
the Ajapa field in Nigeria and medium term growth opportunities from the MKB permit in 
the Republic of Congo, the Aje field in Nigeria as well as the Dussafu exploration asset in 
Gabon. 

8.6.5.1 Brazil  

Manati (10% interest) – Camamu-Almada Basin 

The field is a well defined structural play, where the main reservoir is a thick sandstone 
section with high porosity and permeability, around 300 meters of gross section and 200 
meters of net pay. Shales are the sealing rocks. The field has a single gas/water contact 
at 1 590 meters of depth and is limited to the west by an unconformity, to the east by a 
down-to-the-basin fault and to north and south by structural dips.  

The original development plan called for seven producing wells, but based on initial 
production experience and reservoir understanding, the Operator concluded that six wells 
could potentially suffice to drain the reservoirs. The consortium consequently has decided 
to postpone the decision to drill the seventh well.  

The Manati natural gas field is located inside the BCAM-40 Block and was discovered in 
October 2000. The 10% interest in the Manati field was acquired in 2005. Our partners in 
this field are Petrobras, the operator, holding a 35.0% interest, Queiroz Galvao, with a 
45.0% interest and Brasoil with a 10.0% interest.  

The development of the Manati Field was carried out between 2004 and 2007, through (i) 
the drilling of six development wells, (ii) the construction of a natural gas processing 
plant located in São Francisco do Conde; and (iii) the construction of an approximately 
120 km long and 24 inch diameter pipeline to connect the offshore platform and the 
natural gas processing plant.  
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The Company anticipates ultimate recoverable reserves to exceed the current gas 
contract volume. The consortium is discussing a potential additional gas contract for the 
remaining volumes above the existing take or pay contract. 

For the present work, GCA was able to include results of the 2009 field re-evaluation 
conducted by the Operator involving re-visiting seismic interpretations and geological 
modeling considering 3 years of production history with pressure data.  

GCA restricts 1P numbers to the minimum contracted volume according to the signed 
take-or-pay sales contract. They also point out that some 2.8 MMBOE of this would 
require installation of compression equipment. (Compressor-station currently planned for 
2012). 

Compared to last year, 1P reserves according to Gaffney & Cline are down from 12.8 to 
11.5 MMBOE while 2P Reserves decreased from 16.7 to 15.8 MMBOE, reflecting both the 
new interpretation (which added 0.3 MMBOE to the 2P estimates) and 1.183 MMBOE 
produced volumes during 2009. 

Certified 3P volumes of 17.9 MMBOE assume a 7th well draining the northern extension 
of the field. 
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BS-3 Project (Cavalo Marinho (50%), Estrela-do-Mar (65%) and Coral 
redevelopment (35%)) – Santos Basin 

The Company has defined the BS-3 Integrated Project to include the Cavalo Marinho 
(50% interest), Estrela-do-Mar (65% interest), Coral re-development (35% interest), 
Caravela (100% Petrobras) and a pipeline to shore.  

The Company acquired a 27.5% interest in the Cavalo Marinho Field in 2001 and 
subsequently increased our interest to 42.5% in 2005 and to 50.0% in 2006. Our 
consortium partners in the Cavalo Marinho Field are Petrobras, the operator who holds an 
interest of 35.0%, and Brasoil, owning an interest of 15% in the field.  

The Company acquired 27.5% interest in the Estrela do Mar Field in 2001 and 
subsequently increased our interest to 57.5% in 2005 and to 65.0% in 2006. Our partner 
in the Estrela do Mar Field is Petrobras, which holds a 35.0% interest and serves as 
operator of the asset. 

The Company acquired an indirect interest of 27.5% in the Coral Field through our 
subsidiary Coplex in 2001. Subsequently we increased our interest with the acquisition of 
an additional 7.5% interest in 2006. Our partners in the field are Petrobras, operator with 
an interest of 35%, Queiroz Galvao, owning an interest of 15.0% and Brasoil, owning an 
interest of 15.0%. The field produced oil until the end of 2008 and is considered for 
redevelopment as part of the BS3 Integrated project. 

Over the past two years, the Company performed a series of third party feasibility 
studies, including the geological mapping and modelling of the reservoirs, production 
modelling, conceptual engineering and risk analysis in the BS-3 project. The studies 
showed significant additional recoverable volumes and improved economic robustness. In 
the development scenario, the fields will have subsea well templates connected to a joint 
FPSO, and the produced gas will be transported through a pipeline to be built to shore. 

The BS3 Integrated project hold third-party certified 2P reserves net to the Company’s 
interest of 19.6 MMBOE at the end of 2009.  

Cavalo Marinho field (CVM) 50% to Norse 

Following ANP’s requests to find solutions to avoid flaring gas, the Operator in October 
2007 filed a new development plan for CVM, based on a joint development with the 
nearby Caravela field (100% Petrobras). The development plan for CVM includes two 
horizontal wells, a shared FPSO (located half way between the fields), a 180km gas 
pipeline to shore where a new treatment plant will link to the nearby Bolivia pipeline 
system. 

Based on the filed development plan GCA has certified volumes as follows: – 1P reserves 
5.7 MMBOE and 2P reserves of 14.2 MMBOE. GCA restricts P1 volumes since the subzone 
B2 was not flow tested in the CVM discovery well (due to well mechanical problems).  

The independent study on CvM done by AGR shows higher oil in place and involves a 
proposed development scenario with three production wells resulting in higher resources. 
GCA has audited this work and certified 15.1 MMBOE as best estimate – 2C contingent 
resources.  

Estrela do Mar field (EdM) 65% to Norse 

With the prospect of an early abandonment of Coral, the Operator prepared a 
Development Plan for EdM which was filed with ANP in September 2007. This plan 
reflects a stand-alone development solution, re-using Coral equipment and flaring 
associated gas. Revised cost analyses and oil price forecasts leave EdM without 1P 
reserves but 2P reserves of 5.7 MMBOE. 
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GCA has also considered AGR’s alternative interpretation and proposed development 
solution involving a sub-sea satellite tie-back to the Cavalo Marinho-Caravela integrated 
project. This scenario improves the Estrela do Mar project and GCA has certified the Best 
estimate – 2C: 6.2 MMBOE as Contingent Resources. 

Coral field 

The Coral field was developed with three sub-sea producing wells clustered beneath a 
floating production unit capable of processing 24,000 bpd oil and water with flaring of 
associated gas.  

Production from Coral was terminated on December 25th, 2008 following a period where 
a pilot water injection scheme had provided encouraging results.  

Both the operator and Norse have conducted studies to identify the potential of further 
Coral recoveries and a future return to the field is expected.  Coral is then considered as 
a satellite to the Cavalo Marinho – Caravela integrated development solution scenario. 
The re-development of Coral involves side-tracking existing wells, water injection and gas 
lift that will allow production of resources left behind. The partners have also decided to 
retain the license. 

GCA has also considered AGR’s alternative interpretation and proposed development 
solution involving a tie back to the Cavalo Marinho - Caravela integrated project. With 
this scenario GCA certifies Best estimate – 2C: 3.4 MMBOE as Contingent Resources. 

Camarão Norte (part of BCAM-40 block, 10% interest) – Camamu-Almada Basin 

Through drilling of the BAS-131 well in the southern part of BCAM-40 Block, the 
consortium discovered an oil and natural gas reservoir inside the BCAM-40 Block. The 
consortium declared commerciality of the BAS-131 discovery and named it “Camarão 
Norte” (CRN). This field was discovered in 2001, 9 km south of the Manati field and 
extends to the south into the BM-CAL-4 block which is 100% owned by El Paso.  

The field reservoirs of the Camarão Norte are of Sergi sandstones (same as the Manati 
field). The CRN is a ring fenced area of 17 square km in 40 meters of water depth.  

In September 2007, El Paso declared commerciality of the field in the BM-CAL-4 block 
and proposed the name of Camarão for the field. According to the Brazilian Petroleum 
Law, the two areas of the field have to be unitized and a single development plan has to 
be proposed to ANP. The unitization discussions will be held during 2010. 

Sardinha (20% interest) – Camamu-Almada Basin 

The Sardinha field, some 30 km south of Manati but only 4km offshore, has six wells 
drilled and tested to delineate the accumulation, which is a gas cap above an oil rim.  

The Sardinha field was discovered by Petrobras in 1992 and is located offshore in around 
30 meter-deep waters. The field has good seismic coverage (2D and 3D) and 11 wells 
have been drilled until the end of 2007. We acquired our 20.0% interest in this asset in 
2006. Our partners in the Sardinha Field are El Paso Óleo e Gás, the operator, with an 
ownership interest of 40.0%, and Petrobras, holding a stake of 40.0%.  

Since 2006, the consortium partners have been analyzing different plans in relation to 
the field development. Two different options are being analyzed, one contemplating the 
production of oil and natural gas and the other contemplating only the production of 
natural gas. The Company considers this a marginal field and considers to farm out of the 
license.  
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S-M-1100, S-M-1035 and S-M-1036 Blocks 

The Company was awarded S-M-1100, S-M-1035 and S-M-1036 Blocks in the ninth 
bidding round for concessions held in November 2007 by Brazilian Petroleum Authorities, 
ANP. The Company is the operator of the three Blocks, with 50% interest in each of 
them, and Brasoil holds the other 50%.  

The three blocks are located adjacent to each other, about 100 kilometres northeast of 
the Coral field; in about 200 meters of water depth with reservoir characteristics similar 
to the Company’s other assets in the area. These exploration blocks, which cover an area 
of approximately 510 square kilometres, are anticipated to hold significant exploration 
potential 

During 2009, the Company acquired 3D seismic which covered the three exploration 
blocks in a total area of ~725 square kilometres (~180,000 acres). Interpretation of the 
seismic is currently ongoing and based on the results of the prospects analysis, the 
Company will decide on a potential second phase of the exploration program. The 
deadline for deciding the drilling commitment for the second exploration phase is Q1 
2011.  

8.6.5.2 Nigeria 

OML 90 Ajapa Field (40% Interest) 

Pan Group has a 40% working interest in the Ajapa field located offshore Delta State in 
Nigeria. The asset was acquired by a Pan-Petroleum subsidiary in 2007 and is operated 
by the indigenous company Brittania-U. The challenges of being in the Niger Delta are 
mitigated by venturing with an indigenous company. 

The Ajapa-1 well drilled by Gulf Oil in 1987 tested at a total rate of >6,000 bopd from 
two zones. The discovery well was sidetracked in 2008 resulting in a well ready for 
production. The expected reserves figure based on and an injector and producer pair is 
13MMbbl (100% basis) from the core area and potential for further 9.4MMbbl in South 
West Terrace. A wellhead platform is now in place and a production barge and shuttle 
tanker are being installed at the well site with production start-up expected in Q2 2010. 
Initially 3,000 bopd gross will be delivered to Chevron's Escravos Terminal. 

Pan Group and its indigenous co-venturer are currently discussing a sales transaction 
where the 40% working interest is sold from the Pan Subsidiary to the indigenous 
company for a net amount of USD 30 million. Completion of such sale has not been 
legally agreed and is dependent upon buyer securing necessary funding. The field has 
completed a test production program during 2010, and is currently shut-in due to a 
problem with the flowline. The field is awaiting start-up of commercial production. 

Brittania-U was awarded OML 90 in March 2004 under a Marginal Field Farm-out 
Agreement from Chevron & NNPC.  

The license was part of the Nigerian Marginal Field Round and offers attractive fiscal 
terms (55% PPT plus ~4% royalties) USD 18 million payment from first cash flow to be 
paid to the operator. 

OML 113 Aje (12.19% Revenue Interest) 

Pan Group has a 12.1913% revenue interest (6.502% participating interest), in OML 113 
which is operated by Yinka Folawiyo Petroleum (YFP) and is located in the extreme 
western part of offshore Nigeria adjacent to the Benin border. The license contains the 
Aje field as well as a number of exploration prospects. 
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Aje Field was discovered in 1997, in water depths ranging from 100-1500m. Unlike the 
majority of Nigerian Fields which are Tertiary sandstones, Aje has multiple oil, gas and 
gas condensate reservoirs in the Turonian, Cenomanian and Albian sandstones, and as 
such has more affinity with the recent Jubilee and Tweneboa discoveries offshore Ghana. 

Four wells have been drilled to date on the Aje Field. Aje-1 and -2 tested oil and gas 
condensate at high rates. Aje-4, drilled in early 2008, logged significant pay and 
confirmed the presence of four productive reservoirs. The Aje Field has full 3D seismic 
coverage. 

In August 2010, Chevron completed and communicated to the partners a new PSDM 
interpretation of the Aje field. Panoro Energy’s preliminary interpretation of this work 
indicates recoverable resources of 100 – 300 MMBOE from the field which is lower than 
estimate from 31.12.2009 (ref table in 8.6.5.6). Panoro Energy will retain an 
independent, third-party consultancy to review the new PSDM seismic and certify 
contingent resources by year-end.  

Commercial agreements for transportation and sales of gas from the field have not to 
date been reached. Additionally, new local content regulations are now expected to 
increase the cost of developing the field. The Joint Venture partners are evaluating the 
impact of these issues on the timing of the commencement of Front End Engineering and 
Design (“FEED”) but this will now be delayed to ensure that the selected development 
concept is optimized for the new assessment of the resource base. 

The Aje Field development is being managed by Chevron, as Technical Advisor to Yinka 
Folawaiyo Petroleum. There is a gas sales opportunity available to the partnership, via 
access to the West Africa Gas Pipeline (“WAGP”). The WAGP was commissioned in May 
2009 to provide Nigerian gas to end-users in Benin, Togo and Ghana, and is routed 
directly through OML 113, only 5km from the Aje Field. The location of the Aje Field only 
43km south west of Lagos may also provide a ready market for gas and associated LPG's. 

The license, OPL 309, was originally awarded to YFP in July 1991 in the indigenous bid 
round by the Ministry of Petroleum Resources. Following the discovery of the Aje field the 
license was converted into OML113 in June 1998 with a 20 years lease term. 

OML 113 is tax/royalty concession. There is a ~10% royalty on all production and the 
Nigerian deep water tax regime has 50% Petroleum Profit Tax (PPT)) and 30% Corporate 
Income Tax for gas  

8.6.5.3 Joint Development Zone of Nigeria Sao Tome and Principe 

JDZ Block 3 (10% Interest) 

This deepwater exploration acreage was awarded in 2004 and contains large structures in 
Niger Delta toe thrusts outboard from major Nigerian discoveries (Agbami, Akpo, Usan & 
Ukot). 

The Lemba exploration well was drilled on the block in 4Q 2009 and discovered gaseous 
hydrocarbons. Detailed analysis of the discovery is on-going. The PSC (Production 
Sharing Contract) phase 1 continues until 13th September 2010. At this point, Panoro 
Energy intends to relinquish the license.  

8.6.5.4 Gabon 

Dussafu Marin Permit (33.34% Interest) 

Covering an area of 2,775 sq km, most of the block lies in less than 200m of water and 
has been explored since the 1970s. A total of 19 wells have been drilled on the block to 
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date, of which four have been discoveries (3 oil and 1 gas) and oil shows are present in 
most other wells. To the north west of the block is the Etame-Ebouri Trend, a collection 
of fields producing from the pre-salt Gamba sandstone, and to the north are the Lucina 
and M'Bya fields which produce from the syn-rift Dentale and Lucina sandstones beneath 
the Gamba. 

The main reservoir target in Dussafu is the Gamba sandstone, which is productive in 
many fields in the area. It consists of a regionally extensive blanket of fine to medium-
grained sand, generally with excellent reservoir qualities. Additional potential exists in 
the older, syn-rift formations, and in the post-salt Madiela Formation, which is a prolific 
reservoir in Congo and Cabinda, and productive at the nearby Yombo field in Congo. Two 
existing discoveries on the Dussafu permit are currently being reviewed - the Moubenga-
1 well (Elf, 1981) tested up to 2730 BOPD from the Dentale, and Walt Whitman-1 
(Amoco, 1995) which encountered a 17m oil column in the Gamba sandstones. 

Within the current exploration phase, the parties have acquired additional 2D seismic and 
reprocessed the existing 3D seismic, have conducted geological, geophysical and 
engineering studies and have recently agreed the location of an exploration well. 
Preparations are underway for drilling in late 2010/early 2011. 

8.6.5.5 Republic of Congo (Brazzaville) 

Mengo-Kundji-Bindi (20% Interest) 

The onshore Mengo-Kundji-Bindi (“MKB”) permit includes three fields with potentially 
very large STOIIP but low recovery from the pre-salt Mengo Sandstone reservoirs. The 
fields were discovered and produced in the 1980's by Elf and abandoned in 1992. The oil 
is 32 - 34°API and waxy.   

Pan Group acquired its interest in MKB in January 2010.  Under the terms of the Sale and 
Purchase Agreement Pan Group agreed to issue to the Sellers a number of shares based 
upon certain performance criteria.  Following the placing of US$65 million this will result 
in potential dilution of 2.9% if the tests set out below are met: 

Test 1 Test 2 10k bopd 15k bopd 20k bopd 30k bopd 40k bopd Total

Number of NBH shares outstanding post USD 65m issue and merger with Pan Holding 0.2 % 0.4 % 0.7 % 0.4 % 0.4 % 0.4 % 0.4 % 2.8 %
Accumulated 0.2 % 0.6 % 1.3 % 1.7 % 2.0 % 2.4 % 2.8 % 2.8 %   

The Congolese state oil company Société Nationale des Pétroles du Congo (“SNPC”) is the 
Operator of the MKB Permit with Société Nationale d’Opérations Pétrolières de Côte 
d’Ivoire (Petroci) holding another 20% interests.  SNPC drilled two new wells (KUN-4BIS 
and KUN-5) in 2009 in the Kundji Field. These will be hydraulically fractured using 
modern techniques and put on a long term test in 2010 to demonstrate the viability of a 
re-development project.  

The vertical well KUN-4BIS has been successfully hydraulically fractured and completed. 
During cleanup, the well confirmed oil flow to surface, however the well has not yet been 
tested through the production separator to confirm the rate. The hydraulic work-over unit 
has now run a completion in the KUN-5 well and has been released.  Fraccing operations 
will shortly be commencing on the KUN-5 well and the well will subsequently be cleaned 
up and production tested.  These operations are part of a pilot program to optimize 
future development of the MKB permit. The crude oil from the tests will be evacuated by 
truck to the nearby Djeno oil terminal and/or CORAF refinery. 
 

Pending success on appraisal programme, the MKB joint venture will work towards a full-
field development of the Kundji Field, with ongoing appraisal of the Mengo and Bindi 
fields continuing through 2011-2012. 
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8.6.5.6 Reserves and resources 

The reserve and contingent resource volumes have been classified in accordance with the 
NPD classification system 
(http://www.npd.no/regelverk/r2002/Ressursklassifisering_n.htm) and are consistent 
with the Oslo Stock Exchange’s guidelines for the disclosure of hydrocarbon reserves and 
contingent resources. 

The table below sets out the reserves and resources per field as of year end 2009. 

Net share
Reserves (MMBOE) 1P 2P 3P 1P 2P 3P
Manati (Brazil) 115.1 157.8 179.3 10 % 11.5 15.8 17.9
Ajapa (Nigeria) 8.5 10.5 12.8 40 % 3.4 4.2 5.1
Cavalo Marinho (Brazil) 11.6 28.0 40.7 50 % 5.8 14.0 20.3
Estrela do Mar (Brazil) 0.0 8.7 10.5 65 % 0.0 5.7 6.8
Sum reserves 20.7 39.6 50.2
Resources (MMBOE) 1C 2C 3C 1C 2C 3C
Ajapa SW Terrace (Nigeria) 4.8 7.0 9.2 40 % 1.9 2.8 3.6
Aje (Nigeria) 232.1 380.0 530.0 12 % 28.3 46.4 64.7
Mengo (Congo) 59.0 170.0 475.0 20 % 11.8 34.0 95.0
Kundji (Congo) 42.0 92.0 182.0 20 % 8.4 18.4 36.4
Bindi (Congo) 28.0 62.0 113.0 20 % 5.6 12.4 22.6
Walt Whitman (Gabon) 2.7 4.4 7.1 33 % 0.9 1.5 2.4
Moubenga (Gabon) 0.9 1.3 1.9 33 % 0.3 0.4 0.6
Lemba (JDZ) 24.7 29.2 34.0 10 % 2.5 2.9 3.4
Cavalo Marinho (Brazil) 6.3 41.9 110.4 50 % 3.2 21.0 55.2
Estrela do Mar (Brazil) 17.7 21.4 49.8 65 % 11.5 13.9 32.4
Coral (Brazil) 5.7 12.0 35.3 35 % 2.0 4.2 12.4
Camarão Norte (Brazil) 6.1 7.8 10.3 10 % 0.6 0.8 1.0
Sardinha (Brazil) 12.4 22.9 32.3 20 % 2.5 4.6 6.5
Caravela Sul (Brazil) 0.0 0.0 17.7 50 % 0.0 0.0 8.8
Sum resources 79.4 163.2 345.0
Sum reserves and resources 100.1 202.8 395.2

Gross reserves and resources Net reserves and resources

 

The Company bases its investment plans on reserve reports prepared by the independent 
reserve engineer firms Gaffney Cline & Associates in Brazil and AGR Tracs International 
in West Africa. 

Concession terms for production and development licenses in Brazil carry a 27-year term 
and are issued by the National Petroleum Agency (the Agência Nacional do Petróleo, or 
ANP). 

8.6.5.7 Research and development, patents and licenses 

In order to operate in Brazil and West Africa, the Company is dependent on certain 
exploration and production licenses. The Company currently holds interests in the 
following licenses: 

Licence Country Interest 

BCAM-40/Manati (including Camarão Norte Brazil 10% 

Sardinha Brazil 20% 

Cavalo Marinho Brazil 50% 

Estrela-do-Mar Brazil 65% 

Coral Brazil 35% 

S-M 1035 Brazil 50% (Operator) 
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S-M 1036 Brazil 50% (Operator) 

S-M 1100 Brazil 50% (Operator) 

Dussafu Marin (Gabon)  Gabon 33.34 % 

OML 90 Ajapa Field (Nigeria)3   Nigeria 40%  

OML 90 Aje Field (Nigeria)4 Nigeria 12.1913% revenue 
interest 
6.502% participating 
interest 

Mengo-Kunji-Bundi (MKB license) Republic of Congo 20% 

Block 3 (Joint Development Zone of Nigeria Sao 
Tome and Principe) 

JDZ 10% 

 

The Company has not had any material expenses to research and development. 

8.6.6  

8.6.6.1 Brazil 

Brazil is a bright spot in the world of energy exploration and production today, having 
one of the world’s largest anticipated untapped resource bases. Brazil is developing an oil 
exporting nation with its recent discoveries of the deep sub-salt oil fields offshore the 
coast of Brazil. Currently Brazil has 12.6 billion barrels of oil reserves and 365 Bcm of gas 
reserves (source: CIA world fact book www.cia.gov). Brazil is currently undertaking one 
of the world’s largest exploration programs to map the extent of discoveries such as 
Tupi. The state controlled oil major Petrobras is the leading oil and gas company in the 
region and is also partner with Norse in its licenses. As an early entrant since oil 
deregulation in 1997, Norse Energy Corp. established a significant presence through its 
acquisitions of proven reserves, as well as building productive relationships with the 
Brazilian authorities, financial institutions and Petrobras.  

8.6.6.2 West Africa 

Nigeria – regional overview 

With a production capacity of over 3.2 million bopd, Nigeria is the largest producer in 
Africa and the fifth largest in OPEC. Nigeria holds the second largest oil reserves and the 
largest natural gas reserves in Africa. According to the BP Statistical Review of World 
Energy (June 2009), Nigeria holds the seventh largest natural gas reserves in the world. 
Most of Nigeria’s 36 billion barrels of proven oil reserves are located onshore, in over 250 
fields of around 50 million barrels each, along the coast of the prolific Niger Delta region 
(Source: IHS Global Insight Report: Nigeria (Energy)). The country is heavily dependent 
on its oil industry and oil revenue accounts for 90-95% of foreign-exchange earnings and 
80% of government revenue. The Nigerian government has set a target of achieving four 
million bopd, but is unlikely to achieve this target until 2012, at the earliest. According to 
the BP Statistical Review of World Energy (June 2009), the country is estimated to have 
in excess of 184 Tcf in gas reserves and the Federal Government has introduced a gas 
master plan that will end gas flaring and monetise its resources. Nigeria is pursuing a 
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number of new policy directions with the aim of restructuring its upstream and 
deregulating its downstream sectors. 

The most significant issue facing Nigeria is the continued violence and militant activity in 
the Niger Delta region, which has led to long term shut ins of up to 40% of the country’s 
production capacity. According to the BP Statistical Review of World Energy (June 2009), 
in 2008, Nigeria produced an average of 2.17 million bopd and 2.7% of the world total.  

 

Gabon – regional overview 

Gabon is one of West Africa’s oldest oil producers, peaking at 370,000 bopd in 1997 
(Source: US Department of State: Gabon). The country is the fourth largest oil producer 
in sub-Saharan Africa, producing an average of 235,000 bopd in 2008, 0.3% of the world 
total and holds the fourth largest oil reserves in the region (Source: BP Statistical Review 
of World Energy (June 2009). As such the upstream oil industry plays a critical role in the 
economy, representing approximately 80% of the country’s export. Exports of crude oil 
account for approximately 60%.of the government’s budget and more than 40% of its 
gross domestic product.  

The Gabon basin is a classic passive margin pull-apart basin that developed as a result of 
continental rupture and the subsequent separation of South America from Africa. The 
striking feature of the basin is a widespread evaporate (salt) layer that separates two 
distinct sedimentary sequences (the pre-salt and the post-salt sequences). Basement 
faulting associated with extensional (rift) tectonics has structurally influenced the pre-salt 
sediments. The post-salt sediments have been widely disrupted by halokinetic movement 
of the underlying salt. Both the pre-salt and post-salt sediments are oil-bearing. 

The prospective Aptian Gamba sandstone is a proven producer in many neighbouring 
fields in the basin, including CNR’s Olowi oil and gas field (200 mmbbl and 600 bcf in 
place). Drilling targets are dip-closed structures beneath the Loeme salt. Seismic imaging 
of such structures presents a technical challenge which has been addressed through the 
reprocessing of seismic data and acquisition and study of potential field data. 

In 2008, Gabon had the highest level of activity in West Africa with 11 exploration and 
appraisal wells onshore and nine offshore and seven licences were awarded (Source: 
Wood Mackenzie, Upstream Insight, Sub-Sahara Africa exploration review 2008. The 
delayed 2008 Gabonese deepwater bid round is scheduled in 2010. 

Republic of Congo (Brazzaville) – regional overview 

The entire coastal area of Congo lies within the Congo Basin. The northern limit of the 
basin is the Mayumba Spur in southern Gabon, a basement high, which separates it from 
the Gabon Basin to the north. The Congo Basin extends as far south as the Ambriz spur 
offshore mainland Angola. All the productive oil fields of Congo-Brazzaville, Cabinda, the 
Democratic Republic of Congo and northern Angola lie within this basin. The Congo Basin 
shows the characteristic features of a pull-apart basin. The basement rocks that outcrop 
to the east are progressively downfaulted to the west by a series of normal faults. 

The faults generally run north-south, paralleling the basement outcrop. In Congo, the 
eastern edge of the basin, where the basement outcrops, is roughly 50 km inland. The 
edge of the offshore shelf area (regarded as being at the 200-metre isobath) lies about 
60 km offshore. The Congo Basin, like the Gabon basin, contains a widespread evaporate 
(salt) layer that separates two distinct sedimentary sequences (the pre-salt and the post-
salt sequences). The basement faulting associated with extensional (rift) tectonics has 
structurally influenced the pre-salt sediments. The post-salt sediments have been widely 
disrupted by halokinetic movement of the underlying salt. Both the pre-salt and post-salt 
sediments are oil-bearing. 
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Congo produces an average of 249,000 bopd in 2008 and 0.3% of the world total 
(Source: BP Statistical Review of World Energy (June 2009)). Congo contains the fourth 
largest proven natural gas reserves in sub-Saharan Africa (Source: US Department of 
Energy, Energy Information Administration). 

The Pan Group has historically had no income. 

8.6.6.3 Segment information 

Panoro Group currently sells all the natural gas and condensate to one buyer, Petrobras. 
An overview of the net sales is provided in the table below: 

Year   Period       Panoro Energy (USD 000) 

Q2 2010  Six months      19,931 

2009   Full year       34 650 

2008   Full year       73 551 

2007   Full year       46 621 

The net sales for Panoro Energy for the years 2009, 2008 and 2007 correspond to the 
NEC ASA Annual Reports – Brazil E&P segment figures for these years. The Q2 2010 YTD 
figure correspond to the revenue from the Manati producing field in Brazil as reported  by  
Panoro Group. 

8.6.7 Legal and Arbitration Proceedings and Material Contracts 

The Company and its subsidiaries are currently involved in the following legal disputes: 

- The Company’s Brazilian subsidiary, NEdB, is a party in a lawsuit filed by the 
Municipality of Cairu- Bahia, against ANP – Brazilian Petroleum Agency, Petrobras, 
Queiroz Galvão Oleo & Gas and Brasoil Manati Exploração Petrolífera, June, 2008. 
The Municipality of Cairu is demanding that the concession agreement is declared 
invalid and that the royalty is increased from the current rate of 7.5% to 10%. In 
addition the municipality claims that the difference of 2.5% is paid with retroactive 
effect from the startup date. The Company’s legal advisors in the process evaluate 
the risk of financial liabilities associated with this lawsuit as remote. No accrual has 
been made related to this issue. 

- The Association of Petrobras Engineers (“AEPET”) filed a lawsuit against The 
Brazilian Petroleum Agency (ANP) and all companies that bid on concessions in the 
ANP 3rd Round. The purpose of this lawsuit was to annul the 3rd Bid Round as well 
as all the concession contracts signed as a result of this bid round. Since the 
Company’s subsidiary Rio das Contas acquired the concessions in BM-CAL 5 & 6 
that was granted to Petroserv in this bid round, the Company was summoned to 
reply to the lawsuit. The Company evaluates the risk related to this lawsuit to be 
remote as the arguments used to annul the 3rd Bid Round and signed concession 
contracts are inconsistent, and are against previous jurisprudences of the Court of 
the State of Rio de Janeiro. No accrual has been made related to this lawsuit. 

- The Company’s subsidiary Rio das Contas is a party in two lawsuits filed by the 
Fishermen Association in the Manati Project region demanding indemnification for 
environmental damages as a result of alleged non-implementation of the 
compensatory measures established on the Environmental studies and reports part 
of the Environmental Licensing Process. There was a subsidiary request for an 
injunction to suspend the activities of implementation of the platform, pipeline and 
all infrastructure related to the project, which was not granted by the Court. The 
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Company evaluates the risk associated with this law suit as remote since the basic 
argument is that the implementation of the Manati project has caused 
environmental damages, but throughout the petition there was no indication of a 
concrete damage. The issuance of the IBAMA Operation License further strengthens 
the Company’s case. No accrual has been made related to these lawsuits. 

- The Company’s subsidiary Coplex Petróleo do Brasil Ltda, is under an administrative 
proceeding with the tax authorities regarding PIS (Social Integration Program) and 
COFINS (Social Securities on Revenues) levied on financial revenues, which on 
December 31, 2008, totaled approximately USD 1 million. On a first jurisdiction the 
decision was favorable to Coplex, however a second level judgment is ongoing  in 
order to receive a final decision. Based on the opinion of the Company’s legal 
advisors, we believe the risk of loss is considered remote. Accordingly, no accrual 
has been made in the financial statement related to this administrative proceeding. 

- The Company’s subsidiary Coplex Petróleo do Brasil Ltda  is under  a legal suit (tax 
collection)  filled in May 2009 which origin was  two administrative proceedings with 
the tax authorities regarding the payment of  PIS (Social Integration Program) and 
COFINS (Social Securities on Revenues),  totaled approximately R$ 1.411.964,37. 
The taxes under discussion have already been paid. Proof of the payments is done 
and a response from tax authorities is waited.   

The Company has entered into contracts that are customary for international oil and gas 
companies 

Except for the matters described above the Company is not involved in any legal or 
arbitration proceedings, which may have, or have had in the recent past significant 
effects on the Company's or the Company's financial position or profitability. The 
Company is further not aware of any such proceedings that are pending or threatened, 
nor has the Company been involved in any such proceedings during the last 12 months. 

The joint operating agreements related to the BM-CAL 5 and BM-CAL 6 blocks and to the 
Cavalo Marinho field, the Coral field and the Estrela do Mar field establishes a right of 
first refusal for partners and where the Merger  may be a trigger event. Certain of Pan’s 
field interests are subject to preemptive rights that in the Company’s opinion will not be 
triggered by the Transaction.  

8.6.8 Regulatory Consents relevant to the Merger 

There are outstanding regulatory issues pending regarding the Company’s licenses in 
Nigeria. The field interests were initially assigned to the Nigerian holding companies in 
2007 and these assignments were approved by the Nigerian Department of Petroleum 
Resources (“DPR”) in 2007. Following Pans' acquisition of share ownership in 2008 and 
2009, new approvals from DPR are however required. The Addendum to the BCA (as 
enclosed in the Merger Plan) provides the Company with a guarantee for the event that 
the OML 90 (Ajapa) license should not be received within 2010. The Company does not 
expect issues with respect to regulatory consent for the OML 113 (Aje) and JDZ 3 
licenses. 

The Merger is likely to require a further consent from DPR, as an indirect assignment of 
the Nigerian licenses. The Company expects to receive the necessary consents.  

8.6.9 Capital Resources 

In the opinion of the Company, the proceeds of the Private Placement, cash generated 
from operations and opening cash balances is sufficient working capital to cover the 
Company’s present requirements for a period of at least 12 months.  
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Following the restructuring of NEC’s bond debt, which was completed on 29 June 2010, 
and it finalisation of the restructuring of the Brazilian bank debt the Company will have 
the following principal payment schedule for its bank and bond debt: 

Loan balance as of 30 June 2010

2010 2011 2012 2013 >2014 Total

Brazil

BNDES I 3,9 7,8 7,8 4,8 24,3

BNDES II 0,2 2,5 2,5 2,5 12,4 20,1

Treasury Loan 0 8,3 8,3 8,3 8,2 33,2

Norway

NEC01 (NOK) 6,6 18,1 18,1 42,7

Cyprus

Sector Loan (USD) 10,2 0 0 0 0 10,2

Total 20,9 36,7 36,7 15,6 20,6 130,5

Cash and cash equivalents 56,3

Net interest bearing debt 74,2  

The NEC01 prepayment of USD 6.6 million + accumulated interests was made to NEC 01 
bondholders in July 2010. 

8.7 PRO FORMA FINANCIALS 

8.7.1 Purpose of the unaudited pro forma financial information 

The unaudited pro forma condensed financial information has been prepared in 
connection with the listing of additional shares of Panoro Energy ASA (the “Company”) on 
Oslo Børs (Oslo Stock Exchange) to comply with the Norwegian Securities Trading Act 
and the applicable EU-regulations pursuant to section 7-7 of the Norwegian Securities 
Trading Act. This information is not in compliance with SEC Regulation S-X, and had the 
securities been registered under the U.S: Securities Act of 1933, this unaudited pro 
forma financial information, including the report by the auditor, would have been 
amended and / or removed from the offering document.  
 
At an extraordinary general meeting of the Company on 26 April 2010, a merger 
between the Company and Pan-Petroleum Holding AS (“Pan Holding”) was approved (the 
“Pan Merger”). The Pan Merger was completed on 29 June 2010 with Pan Holding as the 
assigning entity and Panoro Energy ASA as the acquiring entity.  
The unaudited pro forma financial information presented below has been prepared for 
illustrative purposes only to show how the the Pan Merger would have impacted Panoro 
Energy ASA if it had occurred on 1 January 2010 for the purpose of the unaudited pro 
forma condensed income statement for the six months ended 30 June 2010 and on 1 
January 2009 for the purpose of the unaudited pro forma condensed income statement 
for the year ended 31 December 2009.  
 
As the Pan Merger that was completed as of 29 June 2010 are fully reflected in the 
unaudited Statement of Financial Position as of 30 June 2010 no pro forma balance sheet 
has been prepared.  
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8.7.2 Basis of preparation 

The unaudited pro forma income statement for 2009 has been prepared based on the 
consolidated audited income statement of the Pan Group, the unaudited consolidated 
carve out income statement for the Brazil Group and the audited income statement of 
Panoro Energy for 2009. This financial information has been prepared based on 
accounting policies compliant with IFRS. Reference is made to Appendix 10 for Pan 
Group’s annual financial statements and section 6 for the carved out financial statements 
of the Brazil Group.  
 
The unaudited pro forma income statement for the six months ended 30 June 2010 has 
been prepared based on the unaudited consolidated income statement of Panoro Energy 
ASA for the six months ended 30 June 2010 as presented in the Q2 2010 Quarterly 
report included as appendix 2 to this prospectus, and the unaudited consolidated income 
statement of the Pan Group for the 6 months ended 30 June 2010. 
 
The unaudited pro forma consolidated financial statements have been prepared using 
accounting policies consistent with IFRS as adopted by EU (IFRS). The unaudited pro 
forma financial information has been prepared using accounting policies consistent with 
Panoro Energy ASA’s 2Q 2010 interim condensed consolidated financial statements which 
can be referred to in Appendix 2.  The unaudited pro forma financial information includes 
unaudited pro forma condensed income statement and descriptions and notes to the 
unaudited pro forma financial information, but does not include statements of changes in 
equity and cash flows or disclosures in notes to the accounts that would be required to be 
a complete set of financial statements in accordance with IFRS 
and should be read in conjunction with the Q2 2010 Quarterly report for the combined 
Panoro Group and annual financial statements of Pan Group and Norse Energy 
Corporation.  
 
For the purpose of the 2009 unaudited pro forma income statement, the assumption is to 
simulate the income and expenses of the combined entity assuming merger had already 
taken effect on 1 January 2009. Panoro Energy ASA (parent) did not have any activity or 
results in 2009. Income statement of Pan Group have been included as historical 
information from 1 January 2009 to 31 December 2009.  

Information for Panoro Energy ASA pre-merger results has been prepared in accordance 
with IFRS using the principles and policies as disclosed in the Q2 2010 quarterly report of 
the Panoro Group for the six months ended 30 June 2010. These statements can be 
referred to in Appendix 2 to this prospectus. 

8.7.3 Accounting for the Merger 

As per the requirements of the IFRS, the Company (Panoro Energy ASA) is the legal 
acquiring party in the Merger.  
 
For the purpose of the 2Q 2010 financial statements the merger of Pan Group is 
concluded to qualify as a business combination as defined in IFRS 3. For accounting 
purposes the net assets of the acquiree have been presented at fair value in the 
Statement of Financial position as of 30 June 2010 in the Q2 2010 quarterly report 
attached in appendix 2. It has been concluded that the Company is the acquirer for IFRS 
accounting purposes.  
 
A provisional Purchase Price Allocation has been prepared identifying Pan Group’s assets, 
liabilities and contingent liabilities and necessary adjustments are being made to the 
Group’s statement of financial position. The carrying values of net assets of the acquirer 
are not affected.  
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IFRS 3 allows changes to the provisional fair values within one year from the acquisition 
date, provided that the changes are a result of acquirer obtaining additional information 
about uncertainties that existed at the acquisition date. These changes are recognised as 
adjustments against the original accounting for acquisition. 

8.7.4 Uniform and consistent accounting policies 

Both Panoro Energy ASA and Pan Group are reporting in accordance with IFRS. 
Preliminary analyses have been performed to identify any differences in the application of 
IFRS. Different accounting practice has been identified related to the application of IFRS 
6 - Exploration for and Evaluation of Mineral Resources - both in compliance with the 
standard. This has been adjusted for in the unaudited pro forma income statement (see 
note 1). 
 
As regards description of accounting policies and disclosures, reference is made to 
information disclosed in notes to the interim condensed consolidated financial statements 
of the Panoro Energy ASA included in appendix 2.  

8.7.5 Limitations 

Because of its nature, the unaudited pro forma financial information addresses a 
hypothetical situation and, therefore, does not represent the Company's actual financial 
position or results. Investors are cautioned not to place reliance on this unaudited pro 
forma financial information. The pro forma financial information is given to comply with 
the Norwegian Securities Trading Act and the applicable EU regulations pursuant to 
section 7-7 of the Norwegian Securities Trading Act and for no other purpose. 
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Unaudited pro forma condensed income statement for the six months ended 30 
June 2010 
PRO FORMA FINANCIAL INFORMATION - The Panoro Group The Pan Group Alignment of NEC -01 Pro forma

INCOME STATEMENT Unaudited Unaudited accounting Loan interest Unaudited

 2Q 2Q policies

Amount in USD 000 2010 (YTD) 2010 (YTD) 2010 (YTD) YTD 2Q 2010 Q2 YTD 2010

Note 1 Note 2

OPERATING REVENUE AND EXPENSES

Oil and Gas revenue 19 931                         -                          -                      -                       19 931              

Other income 251                                527                        -                      -                       778                     

Total revenues and other income 20 182                        527                       -                     -                      20 709             

Production costs (2 118)                          -                         -                     -                      (2 118)              

Exploration and dry-hole costs (4 740)                          -                         (4 329)              -                      (9 069)              

General and administrative costs (5 057)                          (4 552)                  -                     -                      (9 609)              

Share-based payments -                                 (4 206)                  -                     -                      (4 206)              

Merger and restructuring costs (5 458)                          (1 202)                  -                     -                      (6 660)              

EBITDA 2 809                          (9 433)                 (4 329)             -                     (10 953)          

Depreciation (3 777)                          (83)                         -                     -                      (3 860)              

EBIT - Operating income / (loss) (968)                             (9 516)                 (4 329)             -                     (14 813)          

Gain on acquistion of subsidiary 2 931                           -                         -                     -                      2 931                

Net finance income / (costs) (9 781)                          (252)                      -                     (435)                   (10 468)           

Net foreign exchange gain / (loss) (2 560)                          (155)                      -                     -                      (2 715)              

Warrants effect - gain/(loss) (577)                              -                          -                      -                       (577)                  

Income / loss before tax (10 955)                      (9 923)                 (4 329)             (435)                  (25 642)          

Income tax expense / (benefit) (2 385)                          (56)                         -                     -                      (2 441)              

Net income / (loss) for the period (8 570)                         (9 867)                 (4 329)             (435)                  (23 201)           
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Unaudited pro forma condensed income statement 2009 

PRO FORMA FINANCIAL INFORMATION - Panoro The Brazil Group Pan Group Alignment of NEC-01 Transaction Pro forma

INCOME STATEMENT Energy ASA Carve out accounting adjustment costs Unaudited

audited unaudited audited policies
Amount in USD 000 FY 09 FY 09 FY 09 FY 09 FY 09 FY 09 FY 09

Note 1 Note 2 Note 3

OPERATING REVENUE AND EXPENSES

Oil and Gas revenue -                   34 650                     -                       -                         -                        -                          34 650               

Total revenues and other income -                 34 650                    -                      -                        -                       -                         34 650              

Production costs -                   (4 002)                       -                       -                         -                        -                          (4 002)                

Exploration and dry-hole costs -                   (14 160)                    -                       (6 177)                  -                        -                          (20 337)             

General and administrative costs -                   (11 473)                    (9 539)                -                         -                        -                          (21 012)             

Merger and restructuring costs -                   -                              -                       -                         -                        (6 660)                   (6 660)                

Impairment -                   (13 679)                    (24 489)             -                         -                        -                          (38 168)             

EBITDA -                 (8 664)                      (34 028)            (6 177)                 -                       (6 660)                  (55 529)            

Depreciation (6 809)                       (135)                    -                         -                        -                          (6 944)                

EBIT - Operating income / (loss) -                 (15 473)                   (34 163)            (6 177)                 -                       (6 660)                  (62 473)            

Expenses relating to acquisition of mino -                   -                              (2 873)                -                         -                        -                          (2 873)                

Net finance income / (costs) -                   (13 176)                    45                         -                         (512)                     -                          (13 643)             

Net foreign exchange gain / (loss) -                   24 649                     477                      -                         -                        -                          25 126               

Other financial items 283                            283                      

Income / (loss) before tax -                 (3 717)                      (36 514)            (6 177)                 (512)                    (6 660)                  (53 580)            

Income tax expense / (benefit) -                   4 283                        729                      -                         -                        -                          5 012                  

Net income / (loss) for the year -                 (8 000)                      (37 243)            (6 177)                 (512)                    (6 660)                  (58 592)            

 

 

Unaudited notes to the pro forma condensed income statements and pro forma 
adjustments to the unaudited pro forma financial information. 

All amounts in this section are presented in USD 000 unless otherwise specified.  

Note 1  Alignment of accounting policies – Exploration costs 

As per the requirements of IFRS6 – Exploration for- and evaluation of Mineral Resources 
– different accounting policies are accepted regarding accounting treatment of 
Exploration costs. Certain exploration costs prior to production may be capitalized or 
charged as an expense. 
 
The policy for the Panoro Group (including Brazil) as disclosed in the 2Q 2010 interim 
financial statements has been to charge exploration costs to the income statement 
except for drilling costs which are capitalised, but charged as an expense if the well is 
proven dry. In the Pan Group all exploration costs have been capitalised. As a result, 
adjustments have been made to the 2009 un audited pro forma income statement to 
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ensure consistency of accounting policy across the Merged entity thereby charging non-
well related cost of USD 6,177 thousand as an expense.  
 

This adjustment is of a continuing nature.  

Note 2 Alignment of accounting policies 

The NEC 01 loan was renegotiated with bondholders, who approved a restructuring 
proposal in December 2009 at market terms. The demerger of Norse Energy was a 
prerequisite for the bond loan restructuring and the bond loan restructuring was 
necessary in order to secure the merger. The loan cost has been pro forma adjusted 
accordingly to reflect a situation as if the re-structuring was effective as of 1 January 
2010, and 1 January 2009 respectively. 

 
The interest expense under the original terms is included in the Q2 2010 Quarterly report 
for the combined company and the 2009 Brazil Group Carve Out. The pro forma 
represents the effect of the renegotiated terms (effective interest calculated at 14.5 %) 
on Panoro Energy’s interest expense for the period 1 January to 30 June 2010 and for 1 
January to 31 January 2009. 
 
The adjustments also take into account the fact that, under the bond loan restructuring 
agreement, NOK 43 million was payable in July after the merger was effective. As a 
result, an adjustment has also been made to the annual interest charge to reflect the 
effects of this repayment. For the purpose of pro forma adjustments it has been assumed 
that the amount was repaied at 1 January 2009 and 2010 respectively. 

The 2010 effect has been calculated as follows: 
 

NOK Ex rate USD

Nec 01 in i ssue -286 500 000

Nec 01 control led by Panoro 5 000 000

Repayment 43 000 000

Capita l ized Transaction Cost 5 980 000

Net interest base -232 520 000

Effective interest (including amortization) 14,50 %

180 days  interest and amort expense -16 857 700 6,22 -2 708 784

Less June 2010 YTD  interest and amortization included in actuals 14 153 196 6,22 2 274 210

Proforma adjustment -2 704 504 -434 574  

The 2009 effect has been calculated as follows: 
 

NOK Ex rate USD

Nec 01 in i ssue -286 500 000

Nec 01 control led by Panoro 5 000 000

Capita l ized Transaction Cost 5 980 000

Repayment 43 000 000

Net interest base -232 520 000

Effective interest (including amortization) 14,50 %

360 days  interest and amort expense-proforma -33 715 400 6,15 -5 482 179

Less  Historica l ly unadjusted  NEC01 interest 2009 -4 970 000

Pro forma adjustment -512 179  
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Note 3  Transaction cost 

Consistent with the 2010 actuals, the merger costs of USD 6.6 million has been included 
in the 2009 unaudited pro forma income statement as an expense in accordance with 
IFRS 3. 

This adjustment is a non-recurring item and has arisen as a consequence of the merger.  

 
Note 4  Tax effects of pro forma adjustments 

The Panoro Group is not in a taxable position as per the unaudited pro forma income 
statements of 2009 and 2Q 2010 and therefore no adjustments in relation to tax are 
necessary.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



84 

 

 

9. MARKET OVERVIEW  

This Section may include “forward-looking” statements. See further presentation of such 
statements in Section 4 “Notice regarding forward-looking statements”. Some important 
factors that could cause actual results to differ materially from those in the forward-
looking statements are, in certain instances, included with such forward-looking 
statements and in the Section 2 “Risk Factors” in this Prospectus. Given the 
aforementioned uncertainties, prospective investors are cautioned not to place undue 
reliance on any forward-looking statements.  

9.1 THE ENERGY MARKET 

The oil and gas market is an integral part of the world economy and the world’s energy 
consumption has increased more or less constantly up to 2007 when the financial crisis 
started. The growth has been driven by the strong economic development in the Asian 
Pacific countries, and has primarily been related to the consumption of oil, together with 
natural gas and coal. The use of nuclear energy and hydroelectric energy has however 
stagnated. The oil market is an integral part of the world economy, where demand 
moves in line with the general economy. This could be seen in 2008 when the 
consumption of oil decreased by 0.5% in the wake of the downturn in the world 
economy.  The International Monetary Fund (IMF) estimates in its April 2010 report 
“World Economic Output – Rebalancing Growth” world economic growth, measured by 
real GDP growth, at 3% in 2010 driven by a 10% growth in China and 8.8% growth in 
India’s economies. Due to the close correlation between economic growth and oil 
demand, the International Energy Agency (IEA) in its April 2010 report “Oil Market 
Report” estimates growth in oil demand to 86.6 Mbd in 2010, a growth of 1.7 Mbd 
compared to 2009. Long-term, IEA in its November 2009 report “World Energy Outlook” 
estimates the world’s demand for oil is expected to grow to 105 Mbd in 2030 according to 
IEA which represents an annual growth rate of approx. 1%. 

World Oil Consumption by Region
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Source: BP databases, Statistical Review of World Energy  2009 
(http://www.bp.com/subsection.do?categoryId=9023761&contentId=7044545) 
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9.2 OPEC’S ROLE IN THE OIL MARKET 

OPEC (http://www.opec.org/opec_web/en/) is an international organization of twelve 
countries, which are heavily reliant on oil revenues as their main source of income. 
Membership is open to any country which is a substantial net exporter of oil and shares 
the ideals of the organization. The current members are Algeria, Angola, Indonesia, Iran, 
Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, the United Arab Emirates and 
Venezuela. 

Twice a year, or more frequently if required, the Oil and Energy Ministers of the OPEC 
countries meet to decide on the organization’s output level and consider whether any 
action to adjust output is necessary in the light of recent and anticipated oil market 
developments. During the period in 2005-2008 with strongly increasing energy prices it 
was questioned whether OPEC had the control over the price setting in the oil market. 
Regardless, it is clear that OPEC has regained more control over prices as the cartel has 
reduced output and it is estimated that OPEC currently have in excess of 5% spare 
production capacity compared to close to no spare capacity in 2007-08. 

9.3 THE OIL PRICE 

Currently (15 August 2010) the oil price is around USD 75-80 per barrel (Brent) which, 
despite of the drop in Q2 due to concerns related to sovereign debt and government 
deficits to the economies of Portugal, Ireland, Italy, Greece and Spain (PIIGS), is close to 
double the prices seen in early 2009 in the midst of the financial crisis that started in 
2007/2008. The oil price reached an all time high in the first half of 2008 at USD ~145 
per barrel on shortage in supply and a strong demand side yet to be impacted by the 
evolving financial crisis. Strong demand for energy combined with limited supply, limited 
spare production capacity in OPEC, supply disruption in key regions like Russia, the 
Middle East and West Africa, and the risk of gas shortage in North America were the main 
reasons for the record-high prices in 2008. The collapse of major financial institutions 
and general slow-down in activity spreading throughout the economy in 2008 pulled oil 
prices down more than USD 100 per barrel. Since then the oil price has rebounded 
sharply on back of “contango trade” whereby oil has been bought and held in storage and 
sold at higher forward prices (effectively taking oil supply off the market) in addition to 
the very effective cuts in OPEC production. This coupled with a rebound in the economic 
activity and continued growth in China are believed to be the main reasons for oil prices 
rebounding to its current level of ~USD 75 per barrel. 
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Development in oil price last 10 years (Brent Crude current month USD/barrel) 

Source: Datastream 2010 (Nominal prices) (subscription software) 
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The graph below shows the oil price adjusted for inflations rebased to 2008 USD and we 
see that the high oil prices seen recently is actually in line with the previous peak in the 
early 1980’s.  

Oil price 1965-2008 rebased to 2008 $
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Source: BP statistical review 2009, Statistical Review of World Energy  
(http://www.bp.com/subsection.do?categoryId=9023761&contentId=7044545) 

The oil price is affected by a number of factors including changes in supply and demand, 
OPEC regulations, weather conditions, US dollars compared to other currencies, 
regulations from domestic and foreign authorities, political and economic conditions and 
the price of substitutes. 

The use of oil with respect to the total energy consumption has also increased, but it 
must be noted that the market is dynamic and that means that the demand for oil is 
inversely linked to the price. Longer periods of high oil prices can therefore lead to 
increased use of alternative energy sources at the cost of oil demand. 

9.4 THE BALANCE IN THE OIL MARKET 

The International Energy Agency (IEA) has started upward revisions of their oil demand 
forecast as indicated by the graph below. Since 2Q 2009 the expected global demand for 
oil is revised up from -3% to only -1% for the whole year 2009. For 2010 the agency 
expects a 2% demand growth for oil and this estimate has remained more or less stable 
throughout the period. Continued long-term growth in demand for energy, and especially 
oil, has been difficult to meet for the oil market that characterized by gradual depletion of 
old fields and continued decline in supply as shown on the second graph below. 



88 

 

5

-6.0%

-5.0%

-4.0%

-3.0%

-2.0%

-1.0%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

Jul-08 Nov-08 Mar-09 Jul-09 Nov-09

Y-Y growth

China, Saudi Arabia 
driving non-OECD revival.

Forecast revision cycle - 2009

Oil demand estimate cycle has turned

Source:IEA

-6.0%

-5.0%

-4.0%

-3.0%

-2.0%

-1.0%

0.0%

1.0%

2.0%

3.0%

4.0%

5.0%

6.0%

Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09

Forecast revision cycle - 2010

Non-OECD

World

OECD

Non-OECD

World

OECD

 

Source: International Energy Agency (IEA)2010 (http://www.iea.org/stats/index.asp)



89 

 

11

-4.0

-3.0

-2.0

-1.0

0.0

1.0

2.0

3.0

4.0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010E

Opec
Unconv
Non-Opec
Total

World oil production; Fighting falling trend
Change in oil production

 

  

Source: Pareto Securities AS Equity Research 2010 

 

 

 

 

 

 



90 

 

 

10. BOARD OF DIRECTORS, MANAGEMENT AND EMPLOYEES   

10.1 BOARD OF DIRECTORS  

Overview 

The Board is responsible for administering the Company’s affairs and for ensuring that 
the Company’s operations are organized in a satisfactory manner.  

The following table sets forth, as the date of this Prospectus, the number of options and 
shares beneficially owned by each of the Company’s directors: 

Name Position Has 
served 

since 

Term 
expires 

Options 
held 

Shares 
held 

Dr Phil Vingoe Chairman August 
2010 

AGM 2012 375,000 1,339,669 

Katherine H. 
Støvring 

Board member December 
2009 

AGM 2012 None None 

Ragnar Thor 
Grundtvig 
Søegaard 

Board member May 2010 AGM 2012 None 53,000 

Christine M.K. 
Wheeler 

Board member August 
2010 

AGM 2012 None  None  

Tord Pedersen Board member August 
2010 

AGM 2012 None  47,957 

  

Description of the board members 

The Company’s Board of Directors consists of the following members:  

Dr Phil Vingoe – Chairman of the Board. Dr. Vingoe has over thirty five years of oil 
and gas experience, commencing in the technical arena and progressing to executive 
leadership. His responsibilities have included the management of assets and people in 
Egypt, Qatar, Pakistan, Oman, Thailand, Laos, Indonesia, Mozambique, Congo, Gabon, 
Nigeria and Equatorial Guinea as well as wide ranging global responsibilities with various 
companies. During 18 years with BP Dr Vingoe held a number of positions, ranging from 
interpreting geophysicist, through manager of various multi-disciplinary teams to 
Director.  

Dr Vingoe is a British citizen and resides in the UK. Business address: c/o Panoro Energy 
ASA, 43-45 Portman Square, London W1H 6LY, United Kingdom  

Katherine H. Støvring, Non-Executive Director. Ms Støvring is a former Vice 
President International Exploration and Production in Statoil, and prior to this worked 
with Planning and Performance Management in the Gas, Power and Renewables division 
of BP plc in London.  Ms. Støvring graduated from London Business School (Sloan 
Programme) in 2001.  In addition she is a member of the Norwegian Bar and a Solicitor 
Admitted to the Rolls of England and Wales.   
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Ms Støvring is a Norwegian and US citizen and resides in Oslo, Norway. Business 
address: Simonsen Advokatfirma DA, C. J. Hambros plass 2D, PO Box 6641 St. 
Olavsplass, 0129 Oslo, Norway. 

Ragnar Søegaard, Non-Executive Director. Mr Søegaard has over the last 16 years 
worked as CFO in the E-Co Energi Brazil Group, and has long experience from high-level 
managerial positions in large companies as well as comprehensive experience as a board 
member in Norwegian and international companies. He has broad background in 
management, finance and accounting, strategic planning, negotiations, and project 
management on an international level. Furthermore, he has experience from teaching 
and lecturing at university master-degree level. He is the author of “Cash management in 
Construction” and “Financial Accounting” and has published several articles in 
professional journals.  

Mr Søeegard is a Norwegian citizen and resides in Oslo, Norway. Business address: c/o 
Norse Energy Corp. ASA, Dronning Maudsgate 1-3, PO Box 1885 Vika, 0124 Oslo, 
Norway 

Tord Pedersen, Non executive Director. Tord Pedersen has 30 years experience in 
international E&P activity. He has extensive experience in business development, 
contract negotiations and setting up new business in multiple locations in Africa, Middle 
East and South East Asia. For more than two decades he has held a variety of 
management positions, including Managing Director for Endeavour Energy Norway since 
2005. In April 2009 the German gas utility company VNG AG acquired the shares of 
Endeavour Energy Norway for $150 million and Mr. Pedersen has continued in the 
position of Managing Director for the new company. From 2001 he worked for 
ConocoPhillips in the Middle East and Norway as Business Development Manager. Prior to 
this he worked 11 years for Saga Petroleum (later Norsk Hydro) overseeing international 
business development in SE Asia, Africa and Middle East.. Tord holds a degree in geology 
from the University of Trondheim (1981). 

Mr Pedersen is a Norwegian citizen and resides in Oslo, Norway. Business address: c/o 
Norse Energy Corp. ASA, Dronning Maudsgate 1-3, PO Box 1885 Vika, 0124 Oslo, 
Norway 

Christine M.K. Wheeler, Non executive Director. Christine M.K. Wheeler commenced 
her career advising clients in the upstream sector of the oil industry when she joined 
Arthur Young, Chartered Accountants in 1973. She has advised on UK oil taxation issues 
since that time, including lobbying for fiscal changes. More recently, her advisory role has 
focused on structuring and commercial transactions from small farm-ins to acquisitions 
and disposals, the largest of which was US$2 billion. She was the head of the natural 
resources division of Ernst & Young and subsequently, for ten years, was the chairman of 
an independent consultancy. She now has an active consultancy which remains focused 
on exploration and production activities in the UK and overseas. Christine was also a 
non-executive director of Setanta Energy B.V. until 2009, an exploration and production 
company with its focus on West Africa. In 1994, she was awarded the OBE for services to 
the oil industry. She is the Chairman of Encore Oil plc (a UK focused exploration and 
production company listed on the Alternative Investment Market (AIM) on the London 
Stock Exchange). Ms Wheeler is Officer of the Order of the British Empire (OBE). 

Ms Wheeler is a UK citizen and resides in London. Business address: 43-45 Portman 
Square, London W1H 6LY, United Kingdom.  
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10.2 MANAGEMENT 

Overview 

The senior management is responsible for the daily management and the operations of 
the Company.  

Description of the management  

Kjetil Solbrække. Chief Executive Officer. In 1989 he completed his degree in 
Economics at the University of Oslo. After graduation he worked for the Ministry of 
Petroleum and Energy in Norway for six years. Mr. Solbrække joined Hydro in 1998, 
where he held many different positions including Chief Financial Officer and Senior vice 
President of International Business Development. In 2005 Mr. Solbrække became the 
Country manager for Hydro Brazil, responsible for establishing Hydro Oil and Energy 
within Brazil. On October 1st 2007, after the Statoil and Hydro merger, Mr. Solbrække 
was appointed Senior Vice President for the South Atlantic Region, with responsibility for 
Latin America and Africa in the Department of International Exploration and Production in 
the newly formed Norwegian oil and gas giant StatoilHydro, based in Oslo. He joined 
Norse in early 2008 as Chief Executive Officer.  

Mr. Solbrække is a Norwegian citizen and resides in London, UK. Business address: 
Panoro Energy ASA, 43-45 Portman Square, London W1H 6LY, United Kingdom  

Anders Kapstad. Chief Financial Officer. Mr. Kapstad joined Norse Energy Corp in 
August 2005. Mr. Kapstad holds a Bachelor of Science degree from the University of San 
Francisco and an MBA from SDA Bocconi in Milan, Italy. Mr. Kapstad has 15 years of 
investment banking experience, holding positions within equity sales, portfolio 
management, private banking and corporate finance.  

Mr. Kapstad is a Norwegian citizen and resides in Oslo, Norway. Business address: 
Panoro Energy ASA, Dronning Maudsgate 1-3, PO Box 1885 Vika, 0124 Oslo, Norway 

Nishant Dighe. Chief Operating Officer 

Nishant Dighe is currently COO of Pan-Petroleum. Nishant obtained a first class honours 
Master of Engineering degree in Chemical Engineering from Imperial College, London and 
a MBA from Warwick University. He initially worked for Mobil and ExxonMobil in the UK 
and US on assets located in Europe, US, Middle East and Africa. Following his MBA, Nish 
joined Marakon Associates a value based management consultancy. He rejoined the oil 
industry working for Sasol International, its upstream arm, working in both East and 
West Africa. Mr Dighe and Phil Vingoe founded Pan-Petroleum in 2007. 

Nishant Dighe is a British citizen and resides in London, UK. Business address: Panoro 
Energy ASA, 43-45 Portman Square, London W1H 6LY, United Kingdom 

Thor A. Tangen: EVP Field Development. He has 35 years of experience in the 
upstream Oil & Gas sector, mainly with Norsk Hydro and Statoil. Mr. Tangen has been 
project director/asset manager for a variety of large upstream initiatives (e.g. Njord, 
Troll Oil, Grane and Ormen Lange).  All of these fields represented new innovative 
solutions in the Oil & Gas industry. Both Ormen Lange, a USD 10 billion natural gas field 
development, and Troll Oil, a USD 5 billion crude oil field development, received several 
international prizes for their successful technology applications. 

Mr Tangen is a Norwegian citizen and resides in Oslo, Norway. Business address: Panoro 
Energy ASA, Dronning Maudsgate 1-3, PO Box 1885 Vika, 0124 Oslo, Norway 
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Alistair Stobie: EVP New Ventures 

Mr Stobie has over 15 years of experience of investing in and operating oil and gas 
businesses in emerging markets, principally Russia and the former Soviet Union. Prior to 
joining Pan-Petroleum, Mr Stobie was CFO of Volga Gas, an AIM listed E&P business in 
European Russia. Initially in Russia he worked for Baring Vostok Capital Partners a 
leading FSU focused private equity firm. After Baring Vostok, Alistair worked for Urals 
Trading and a Burren Energy subsidiary establishing new business ventures in Russia.  

Business address: Panoro Energy ASA, 43-45 Portman Square, London W1H 6LY, United 
Kingdom 

10.3 THE NOMINATION COMMITTEE  

Panoro Energy ASA shall according to its Articles of Association have a nomination 
committee consisting of 2 to 3 members to be elected by the annual general meeting for 
a two-year period. The Nomination Committee currently consists of Katherine Støvring, 
Petter Mannsverk Andresen and Erik Evjen. The majority of the nomination committee is 
independent of the board of directors and the day-to-day management. The nomination 
committee’s duties are to propose to the general meeting shareholder elected candidates 
for election to the board of directors, and to propose remuneration to the board. The 
annual general meeting may adopt procedures for the nomination committee.  

10.4 AUDIT COMMITTEE AND COMPENSATION COMMITTEE 

The Board has an Audit Committee, consisting of 2 to 3 members. The members are 
independent of the executive management. The purpose of the committee is to assist the 
Board of Directors to serve as an independent, objective check and balance in the 
Company’s financial reporting and internal control. The Audit Committee currently 
consists of Christine Wheeler and Ragnar Søegaard. 

Its responsibilities include:  

• The integrity of the financial statements of the Company, including the audited 
annual and the unaudited quarterly financial statements.  

• The independence, qualifications, performance and compensation of the Company’s 
independent auditors.  

• The performance of the Company’s internal audit function.  

• The Company’s compliance with legal and regulatory policies. 

The Board further appoints a Compensation Committee, consisting of 2 to 3 members. 
The members are to be independent of the executive management. The Compensation 
committee currently consists of Dr Phil Vingoe, Tord Pedersen and Kathrine Støvring.  

The Compensation Committee meets regularly, and the objective of the committee is to 
determine the remuneration of the compensation structure and levels of the Company’s 
CEO. The Compensation Committee presents its recommendations to the Board, whereby 
the Board of Directors decide upon the remuneration of the CEO. Remuneration to the 
CEO shall be at market terms and decided by the Board and made official at the AGM 
every year. Options must be approved by AGM.  

10.5 CONFLICTS OF INTERESTS ETC. 

No potential conflict of interest between senior management and the directors duties to 
the Company and their private interests and or other duties have been identified. 
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During the last five years preceding the date of this document, no member of the Board 
or the senior management has: 

• any convictions in relation to indictable offences or convictions in relation to 
fraudulent offences; 

• received any official public incrimination and/or sanctions by any statutory or 
 regulatory authorities (including designated professional bodies) or ever been 
 disqualified by a court from acting as a member of the administrative, management 
 or supervisory bodies of a company or from acting in the management or conduct 
 of the affairs of any company; or 

• been declared bankrupt or been associated with any bankruptcy, receivership or 
liquidation in his capacity as a founder, director or senior manager of a company.  

Over the five years preceding the date of this document, the member of the Board and 
the senior management hold or have held the following directorships (apart from their 
directorships of the Company and its subsidiaries) and/or partnerships:  

Board of 
Directors: 

Current 
directorships/partnerships Previous directorships/partnerships 

Dr Phil Vingoe   Board member Pan-Ocean Energy 
Corporation Ltd. 

Executive Director Pan-Petroleum 
Ltd 

Energy Equity Resources (Norway) 
Ltd 

Katherine H. 
Støvring 

Board Member Norse Energy 
Corp. ASA 

Aladdin Oil and Gas 
Corporations ASA 

In Salah Gas Services ( Jersey) 

  

Ragnar Søegaard Chairman Ruter AS 

Chairman Croatian Development 
II 

Chairman Norwegian Electricity 
Cooperation 

Board member 99X AS 

Board member Eurocenter DDC, 
Sri Lanka 

Board member Clean Energy 
Invest AS 

Chairman RS Consult 

Chairman Energiselskapet 
Buskerud 

Chairman Multiconsult AS 

Vice chairman E-CO Vannkraft AS 

Board member Small Turbine 
Partner AS 

Board member Hybrid Energi AS 

Board member Mallin AS 

Board member Mallin Eiendom AS 

Tord Pedersen   Board member Pan-Petroleum Ltd. 
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Endeavour Energy Norge AS 

Christine M.K. 
Wheeler 

EnCore Oil plc (chairman) 

EnCore Exploration Limited 

EnCore Oil and Gas Ltd 

EnCore Petroleum Limited 

EnCore Natural Resources 
Limited 

EnCore North Sea Limited  

Christine Wheeler & Associates 
Limited 

 

 

Setanta Energy BV 

Setanta Energy Manco Limited 

Cruisaid 

Crusaid Enterprises Ltd. 

Piper Consulting Limited 

 

 

No board member has private interests of relevance and there are no other 
understandings or agreements with major shareholders in respect of selection of board 
members. 

Management: 
Current 
directorships/partnerships 

Previous 
directorships/partnerships 

Kjetil Solbrække None None 

  

Anders Kapstad Chairman La Barra Capital AS Board Member Primera 
Management AS 

Chairman La Barra Capital AS 

Nishant Dighe None None 

Alistair Stobie None None 

Thor Tangen  None None 

 

10.6 REMUNERATION AND BENEFITS 

Remuneration of the Board and Management 

The remuneration of the members of the Board is determined on a yearly basis by the 
Company at its annual general meeting. The directors may also be reimbursed for, inter 
alia, travelling, hotel and other expenses incurred by them in attending meetings of the 
directors or in connection with the business of Panoro Energy ASA. A director who has 
been given a special assignment, besides his normal duties as a director of the Board, in 
relation to the business of Panoro Energy may be paid such extra remuneration as the 
directors may determine. 



96 

 

The general meeting in August 2010 approved the remuneration to the Board of Directors 
for 2010 is fixed to NOK 550,000 per annum to the Chairman of the Board and NOK 
350,000 per annum to each Board Member. In addition, the remuneration for 
participation in the Board of Director’s subcommittees is fixed to NOK 50,000 to the 
Chairman of the Board and each Board Member.  

On 17 August 2010 the Board of Directors approved an option program to employees and 
the Chairman of the Board. The Board issued 7,000,000 options, where each option gives 
the right to acquire one Share. The vesting period for the options is over a three year 
period, with 1/3 of the options exercisable each year. The strike price of the options is 
NOK 6.0 per Share, which is to be increased by 8 percent after year two and additional 8 
percent annually thereafter. Accordingly, 2,333,333 options has a vesting period until 
Aug 17, 2011 and can be exercised until 17 August 2012 at NOK 6.0 or until 17 August 
2013 at NOK 6.48; 2,333,333 options has a vesting period until 17 August 2012 and can 
be exercised until 17 August 2013 at NOK 6.48 or until 17 August 2014 at NOK 7.0; and 
2,333,333 options has a vesting period until 17 August 2013 and can be exercised until 
17 August 2014 at NOK 7.0 or until 17 August 2015 at NOK 7.56.  

Of the 7,000,000 options, 6,770,000 options have been allocated to key employees and 
the Chairman of the Board. The remaining options will be distributed to other employees 
of the company under the same conditions. 

The Chairman of the Board, Phil Vingoe, was granted 375,000 options, which is the total 
number of options held by Mr Vingoe per the date of this Prospectus. In addition, Mr. 
Vingoe controls 1,339,669 shares in the Company per the date of this Prospectus. 

The key employees who were granted options:  

- Kjetil Solbrække, CEO, 750,000 options, which is the total number of options held 
by Mr Solbrække per the date of this Prospectus. In addition, Mr. Solbrække 
controls 376,823 shares in the Company per the date of this Prospectus. 

- Anders Kapstad, CFO, 500,000 options, which is the total number of options held 
by Mr Kapstad per the date of this Prospectus. In addition, Mr. Kapstad controls 
60,850 shares in the Company per the date of this Prospectus. 

- Nishant Dighe, COO, 500,000 options, which is the total number of options held 
by Mr Dighe per the date of this Prospectus. In addition, Mr. Dighe controls 
1,259,669 shares in the Company per the date of this Prospectus. 

- Alistair Stobie, EVP New Ventures, 500,000 options, which is the total number of 
options held by Mr Stobie per the date of this Prospectus. In addition, Mr. Stobie 
controls 339,077 shares in the Company per the date of this Prospectus. 

- Thor Tangen, EVP Field Development, 500,000 options, which is the total number 
of options held by Mr Tangen per the date of this Prospectus. In addition, Mr. 
Tangen controls 11,000 shares in the Company per the date of this Prospectus. 

- Phil Vingoe, Chairman of the Board, 375,000 options, which is the total number of 
options held by Mr Vingoe per the date of this Prospectus. In addition, Mr. Vingoe 
controls 1,339,669 shares in the Company per the date of this Prospectus. 

- Adrian Robinson, VP Exploration, 250,000 options. In addition, Mr.Robinson 
controls 65,247 shares in the Company per the date of this Prospectus. 

-Richard Morton, VP Nigeria, 250,000 options, which is the total number of options 
held by Mr Morton per the date of this Prospectus. In addition, Mr. Morton controls 
35,132 shares in the Company per the date of this Prospectus. 
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- Carl Peter Berg, General Manager Brazil, 175,000 options, which is the total 
number of options held by Mr Berg per the date of this Prospectus. In addition, Mr. 
Berg controls 57,750 shares in the Company per the date of this Prospectus. 

- Didier Goudant, Senior Legal advisor, 175,000 options, which is the total number 
of options held by Mr Goudant per the date of this Prospectus. In addition, Mr. 
Goudant controls 27,102 shares in the Company per the date of this Prospectus. 

- Rebecca Sanderson, Financial Controller, 175,000 options, which is the total 
number of options held by Ms Sanderson per the date of this Prospectus. In 
addition, Ms. Sanderson controls 30,113 shares in the Company per the date of this 
Prospectus. 

- Qazi Qadeer, Deputy Financial Controller, 175,000 options, which is the total 
number of options held by Mr Qadeer per the date of this Prospectus. 

- Jonas Gamre, Investor Relations, 175,000 options, which is the total number of 
options held by Mr Gamre per the date of this Prospectus. In addition, Mr. Gamre 
controls 12,500 shares in the Company per the date of this Prospectus. 

- Patrick Lynch, Information Systems Manager, 100,000 options, which is the total 
number of options held by Mr Lynch per the date of this Prospectus. In addition, Mr. 
Lynch controls 25,095 shares in the Company per the date of this Prospectus. 

- Therese Fuglerud, Office Manager, 100,000 options, which is the total number of 
options held by Ms Fuglerud per the date of this Prospectus. 

Kjetil Solbrække received in 2008 and 2009 a total salary including bonuses of USD 
325.000 and USD 529.000 respectively, as managing director of NEdB. Anders Kapstad 
received a total salary of USD 376.000 and USD 425.000 for 2008 and 2009 in his 
capacity as CFO of Norse Energy. Yearly pension costs for the CFO is USD 7,500. 

Benefits upon termination of employment 

CEO of Norse Energy do Brasil S.A. has an agreement of two years’ salary in case of 
resignation, and the VP Commercial of Norse Energy do Brasil S.A. has an agreement of 
two months’ salary in case of resignation. No other members of the administrative, 
management or supervisory bodies’ have currently entered into any service contracts 
with the Company or any of its subsidiaries providing for benefits upon termination of 
their employment.  

Pension obligations 

Panoro Energy does not have any pension plans in place for employees in Brazil or West-
Africa.  

The subsidiaries in Brazil, Norse Energy do Brasil and Rio das Contas Produtora de 
Petróleo comply with all labour law requirements for pension plan and both have in place 
a voluntary saving plan since 2007. 

Loans and Guarantees 

The Company has a long term note receivable to Kjetil Solbrække, CEO Brazilian 
operations, of USD 856,000. The note principal is due in March 2013 and carries an 
interest of 3%.  
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10.7 EMPLOYEES 

As of the date of this Prospectus, the Company has 38 employees of which 18 are from 
Pan Holding. The table below illustrates the development in number of employees over 
the last years connected to the Brazilian operations of Norse Energy Corp., as per the 
end of each calendar year from 2006. 

Year   As of date   Brazil   Total 
2009   31 December   20    20 
2008   31 December   30    30 
2007   31 December   26    26 
2006   31 December   22    22 

11. SHARE CAPITAL AND SHAREHOLDER MATTERS  

The following description includes certain information concerning the Company’s share 
capital, a brief description of certain provisions contained in the Company’s Articles of 
Association and Norwegian law in effect as of the date of this Prospectus. Any change in 
the Articles of Association is subject to approval by a general meeting of shareholders. 
This summary does not intend to be complete and is qualified in its entirety by the 
Company’s Articles of Association and Norwegian law. 

11.1 SHARE CAPITAL AND SHARES 

Share capital 

As of the date of this Prospectus, Panoro Energy’s registered share capital is NOK 
239,440,083.25 divided into 163,947,081 Shares each with a nominal value of NOK 
1.460471768.  All the Shares are authorised and fully paid.  

The Company has one class of shares, each Share carrying equal shareholder rights, 
including voting rights at general meetings.  The Company’s articles of association does 
not provide for limitations on the transferability or ownership of Shares. 

The Shares have been created under the Norwegian Public Limited Liability Companies 
Act and registered in book-entry form with the VPS under the International Securities 
Identification Number (ISIN) NO 001 0564701. The registrar for the Shares is Nordea 
Bank Norge ASA, Registrars department, Essendrops gate 7, 0368 Oslo, Norway. 

Treasury Shares 

As of the date of this Prospectus Panoro Energy does not own any treasury shares.  

Warrants and convertible loans 

On 15 June 2010, Panoro Energy issued 7.5 million warrants (No: frittstående 
tegningsretter). The warrants were issued as part of the Demerger, and were issued to 
holders of NEC-J warrants per 14 June 2010. The warrants are listed on Oslo Børs under 
the ticker code “PEN-J”, and are registered in the VPS with ISIN NO 001 0577273. Each 
warrant gives the holder right to 1 new Share at a strike price of NOK 15.71. The 
warrants can be exercised until and including 1 July 2011. 

Panoro Energy has not per the date of this Prospectus issued any convertible loans. 

Options   

On 17 August 2010 the Board of Directors approved an option program to employees and 
the Chairman of the Board. The Board issued 7,000,000, where each option gives the 
right to acquire one Share. The vesting period for the options is over a three year period, 
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with 1/3 of the options exercisable each year. The strike price of the options is NOK 6.0 
per Share, which is to be increased by 8 percent after year two and additional 8 percent 
annually thereafter. Accordingly, 2,333,333 options has a vesting period until Aug 17, 
2011 and can be exercised until 17 August 2012 at NOK 6.0 or until 17 August 2013 at 
NOK 6.48; 2,333,333 options has a vesting period until 17 August 2012 and can be 
exercised until 17 August 2013 at NOK 6.48 or until 17 August 2014 at NOK 7.0; and 
2,333,333 options has a vesting period until 17 August 2013 and can be exercised until 
17 August 2014 at NOK 7.0 or until 17 August 2015 at NOK 7.56.  

The Company has, in connection with the acquisition of Prevail Energy Congo Limited, 
entered into an agreement with Prevail Energy Holdings Ltd pursuant to which Prevail 
Energy Holdings Ltd has been granted an option to subscribe for Shares provided that 
certain production targets are met.  

Other than as set out above, Panoro Energy has not issued other options to acquire 
Shares.  

Outstanding authorisations 

In an extraordinary general meeting on 12 August 2010, Panoro Energy’s Board of 
Directors were grated the following authorisations to increase Panoro Energy’s share 
capital through issuance of new shares: 

1. The Board of Directors was authorised to increase the share capital by up to NOK 
23,244,008.18 by issuance of new shares in the company. The authorisation may 
be used for necessary strengthening of the Company’s equity and for issuing 
shares as consideration shares in acquisition of businesses within the company’s 
purpose. The authorisation is valid until the ordinary general meeting in 2011, 
however not longer than until 30 June 2011. Shareholders’ pre-emption right can 
be set aside when using the authorisation. The authorisation includes share capital 
increases against contribution in kind or the right to incur the company special 
obligations. The authorisation does not include decision to merge. 

2. The Board of Directors was authorised to increase the share capital by up to NOK 
15,563,605.03 by issuance of new shares in the company. The authorisation may 
be used to issue shares to the company’s employees and leading personnel under 
the company’s incentive program. The authorisation is valid until the ordinary 
general meeting in 2011, however not longer than until 30 June 2011. 
Shareholders’ pre-emption right can be set aside when using the authorisation. The 
authorisation includes share capital increases against contribution in kind or the 
right to incur the company special obligations. The authorisation does not include 
decision to merge. 

3. The Board of Directors was authorised to increase the share capital by up to NOK 
6,371,927.33 by issuance of new shares in the company. The authorisation may be 
used to issue shares to Prevail Energy Holdings Ltd. The authorisation is valid until 
the ordinary general meeting in 2011, however not longer than until 30 June 2011. 
Shareholders’ pre-emption right can be set aside when using the authorisation. The 
authorisation includes share capital increases against contribution in kind or the 
right to incur the company special obligations. The authorisation does not include 
decision to merge. 

As of the date of this Prospectus, no Shares have been issued pursuant to the above 
three authorisations.  

 
As of the date of this Prospectus, the Board of Directors does not have any authorisations 
to acquire treasury shares, to issue independent subscription rights or convertible loans. 
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The above authorisation represent in aggregate an authorisation for the Board of 
Directors to issue up to 30,934,894 new Shares of par value NOK 1.460471768 each. 

Transferability and foreign ownership 

There are no restrictions on trading in the Company’s Shares and no restrictions on 
foreign ownership of the Company’s Shares. 

In connection with the Merger, Mr Phil Vingoe, Nishant Dighe and Alistair Stobie agreed 
to a lock-up arrangement where 25% of the consideration Shares each of them received 
in the Merger were made subject to a 6 month lock-up period and the remaining 75% of 
the consideration Shares each of them received in the Merger were made subject to a 
commitment not to sell for a further 18 month period, both periods calculated from 
completion of the Merger on 29 June 2010.  Mr Phil Vingoe received a total of 1,239,669 
Shares as consideration in the Merger, Mr Nishant Dighe received a total of 1,239,669 
Shares as consideration in the Merger and Mr Alistair Stobie received a total of 339,077 
Shares as consideration in the Merger 

Legislation and rights attached to the Shares 

Reference is made to the review of legislation and rights attached to the Company’s 
Shares in Section 11.14 “The Articles of Association and general shareholder matters“. 

Mandatory offers 

Section 11.4 “Mandatory offer requirement” outlines the legislation on mandatory offers 
applicable to Norwegian companies listed on Oslo Børs. The Company has not been 
subject to any public take-over bids the last 12 months.  

Withholding tax 

Section 14.2 of this Prospectus provides information concerning withholding tax for 
foreign shareholders. 

11.2 HISTORICAL DEVELOPMENT IN SHARE CAPITAL AND NUMBER OF 
SHARES  

Below is a table showing the development in the number of Shares and the share capital 
of Panoro Energy since incorporation on 6 May 2009 until the date of the Prospectus (all 
figures in NOK). 

Year Type of change Change in 
share capital 

Subscripti
on price 

Total issued 
share capital 

No of shares 

6 May 2009 Incorporation   100,000 1,000 100,000 100 

7 January 2010 Capital increase 900,000 1,000 1,000,000 1000 

7 June 2010 Capital reduction pre 
Demerger 

1,000,000  0 0 

7 June 2010 Capital Increase 
upon completion of 
Demerger 

68,372,651.79  12.5958 68,372,651.79 46,815,456 

7 June 2010 Capital Increase  22,320,203.09 12.5958 90,692,854.88 62,098,328 

29 June 2010 Capital Increase  21,769,444.62 12.5958 112,426,299.50 76,979,440 
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The Shares issued as merger consideration in the Merger (amounting to 86,942,991 
Shares) were issued against the assigning company in the Merger, Pan Holding, 
transferring to Panoro Energy, as the acquiring company in the Merger, 100% of the 
shares in Pan Group and the 30% of the shares in NEdB not already owned by Panoro 
Energy.  

11.3 MAJOR SHAREHOLDERS  

The 20 largest shareholders in Panoro Energy ASA as appearing in the company’s share 
register per 13 September 2010 are shown in the table below: 

  Investor Shares % Type 
1 GOLDMAN SACHS INT. - EQUITY - 14,175,287 20.75% Nominee 
2 NORSE ENERGY CORP.ASA 9,299,522 13.61% Company 
3 MORGAN STANLEY & CO INC. NEW YORK 4,307,457 6.31% Nominee 
4 UBS AG, LONDON BRANCH 1,891,830 2.77% Nominee 
5 MORGAN STANLEY & CO INTERNAT. PLC 1,594,792 2.33% Nominee 
6 ARCTIC SECURITIES ASA MEGLERKONTO 1,154,163 1.69% Broker 
7 WESTCAP A/S 747,020 1.09% Company 
8 PARETO SECURITIES ASA MEGLERKONTO INNLAND 697,543 1.02% Broker 
9 DNB NOR SMB VPF 650,000 0.95% Company 
10 GOLDMAN SACHS & CO - EQUITY 623,948 0.91% Nominee 
11 NORDNET BANK AB 614,413 0.90% Nominee 
12 PARETO SECURITIES ASA MEGLERKONTO INNLAND 586,120 0.86% Company 
13 JPMORGAN CHASE BANK 463,700 0.68% Nominee 
14 FARSTAD JAN HENRY 418,561 0.61% Private investor 
15 NICON HOLDING AS 400,000 0.59% Company 
16 SAF INVEST AS 400,000 0.59% Company 
17 DANSKE BANK A/S 393,057 0.58% Nominee 
18 JPMBLSA 367,700 0.54% Nominee 
19 PACTUM AS 350,000 0.51% Company 
20 MALERMESTER AE INVEST AS 313,906 0.46% Company 
      

Panoro Energy’s largest shareholder are sub-funds of Sector Umbrella Trust, a trust 
established under the laws of Ireland, acting through and managed by Sector Omega 
ASA pursuant to an investment management agreement between Sector Asset 
Management Ltd, as manager of Sector Umbrella Trust, and Sector Omega ASA 
(hereinafter referred to as “Sector”). Sector holds shares in various nominee accounts 
with the largest portion held within in the Goldman Sachs account.  Following the 
approval of this Prosepectus, Sector aggregate holding of listed shares will be 
108,020,028 shares equalling 65.9% of the issued shares in Panoro. 
 

In accordance with the disclosure obligations under the Norwegian Securities Trading Act, 
shareholders acquiring ownership to or control over 5% or more of the share capital of a 
company listed on Oslo Børs must notify the stock exchange immediately. The table 
above shows the percentage held by such notifiable shareholders.  

29 June 2010 Capital increase 
(completion of 
Merger) 

126,977,783.78 12.5958 239,440,083.25 163,947,081 
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All Shares carry equal voting rights and the major shareholders in Panoro Energy do not 
have different voting rights. 

11.4 THE ARTICLES OF ASSOCIATION AND GENERAL SHAREHOLDER MATTERS 

The Company’s objects and purpose 

The Articles of Association of the Company are included as Appendix 1 to this Prospectus. 
According to Section 1 of the Articles of Association, the Company's business shall consist 
of exploration, production, transportation and marketing of oil and natural gas and 
exploration and/or development of other energy forms, sale of energy as well as other 
related activities. The business might also involve participation in other similar activities 
through contribution of equity, loans and/or guarantees. 

The General Meeting of shareholders  

The following matters will be considered and decided by the annual general meeting: 

1. Approval of the profit and loss statement and balance sheet, including application of 
the profit for the year or coverage of the loss for the year. 

2. Election of board of directors and auditor, and determination of their remuneration. 

3. Other issues which pursuant to law or the articles of association are to be decided by 
the annual general meeting. 

If documents that shall be considered at the general meeting are made available to the 
shareholders on the Company’s website, the Companies Act request to send these 
documents to shareholders does not apply. This shall also apply for documents that, 
pursuant to law or regulations, shall be included in or attached to the notice of the 
general meeting. A shareholder may nevertheless upon request to the Company have the 
documents that shall be considered at the general meeting sent free of charge by mail. 

The annual general meeting and the extraordinary general meeting is called with a three 
week notice period. Registrations for the Company's general meetings must be received 
at least five calendar days before the meeting is held. 

The Board of Directors 

The board of directors shall consist of 3 to 8 members. 

The Nomination Committee 

The Company shall have a nomination committee consisting of 2 to 3 members to be 
elected by the annual general meeting for a two year period. The majority of the 
nomination committee shall be independent of the board of directors and the day to day 
management. The nomination committee’s duties are to propose to the general meeting 
shareholder elected candidates for election to the board of directors, and to propose 
remuneration to the board. The annual general meeting may adopt procedures for the 
nomination committee. 

Voting rights and other shareholder rights  

Panoro Energy has one class of shares, and each Share carry equal voting rights at the 
general meeting. The Articles of Association do not contain stricter restrictions for 
changing of the rights of the holders of the Shares than those which follow from the 
Public Limited Liability Companies Act. 

As a general rule, resolutions that shareholders are entitled to make pursuant to 
Norwegian law or the Company’s Articles of Association, requires approval by a simple 
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majority of the votes cast. In the case of election of directors to the Board, the person 
who obtains the most votes is elected to fill the vacant position. However, as required 
under Norwegian law, certain decisions, including resolutions to waive pre-emptive rights 
in connection with any issue of shares, convertible bonds, warrants etc., to approve a 
merger or demerger, to amend the Company’s Articles of Association, to authorise an 
increase or reduction in the share capital, to authorise an issuance of convertible loans or 
warrants or to authorise the Board to purchase the Company’s own Shares or to dissolve 
the Company, must receive the approval of at least two-thirds of the aggregate number 
of votes cast as well as at least two-thirds of the share capital represented at a 
shareholders’ meeting. Further, Norwegian law requires that certain decisions, which 
have the effect of substantially altering the rights and preferences of any shares or class 
of shares, receive the approval of all the holders of such shares or class of shares as well 
as the majority required for amendments of the Company’s Articles of Association. 
Decisions that (i) would reduce any existing shareholder's right in respect of dividend 
payments or other rights to the assets of the Company or (ii) restrict the transferability 
of the shares require a majority vote of at least 90% of the share capital represented at 
the general meeting in question as well as the majority required for amendments to the 
Company’s Articles of Association. Certain types of changes in the rights of shareholders 
require the consent of all shareholders affected thereby as well as the majority required 
for amendments to the Company’s Articles of Association. The Articles of Association of 
the Company do not contain conditions that are more significant than required by the 
Norwegian Public Limited Liability Companies Act, including with regard to (i) what action 
is necessary to change the rights of holders of the Shares, and (ii) changes in capital.  

In general, in order to be entitled to vote, a shareholder must be registered as the 
beneficial owner of Shares in the share register kept by the VPS. Beneficial owners of 
Shares that are registered in the name of a nominee are generally not entitled to vote 
under Norwegian law, nor are any persons who are designated in the register as holding 
such Shares as nominees.  

Readers should note that there are varying opinions as to the interpretation of Norwegian 
law in respect of the right to vote nominee-registered shares. For example, Oslo Børs has 
in a statement on 21 November 2003 held that in its opinion “nominee-shareholders” 
may vote in general meetings if they prove their actual shareholding prior to the general 
meeting. 

Under the Public Limited Companies Act shareholders will have preferential rights to 
subscribe for new securities issued by the Company, unless such rights are waived with 
2/3 majority.  

A shareholder will have right to a share in the profits of the Company that are distributed 
as dividend, as well as any surplus following liquidation of the Company. There are no 
dividend restrictions for non-resident shareholders. See section 12 below for a 
description of the Norwegian tax rules that apply to dividend paid to Norwegian and 
foreign shareholders. 

The shares are not subject to redemption rights with the exemption provided for below 
under “Compulsory Acquisition”. There are no conversion provisions applicable to the 
Shares.  

Mandatory offer requirement 

The current mandatory offer regulations are included in chapter 6 of the Securities 
Trading Act, which came into force on 1 January 2008. The mandatory offer regulations 
are in compliance with EU’s Take-Over-Directive (Directive 2004/25/EF).  

Chapter 6 of the Norwegian Securities Trading Act requires any person, entity or Brazil 
Group acting in concert that acquires more than 1/3 of the voting rights of a Norwegian 
company listed on a Norwegian regulated market to make an unconditional general offer 
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for the purchase of the remaining shares in the company. A mandatory offer obligation 
may also be triggered where a party acquires the right to become owner of shares which 
together with the party’s shareholding represent more than 1/3 of the voting rights in the 
company and Oslo Børs decides that this must be regarded as an effective acquisition of 
the shares in question. 

The offer is subject to approval by Oslo Børs before submission of the offer to the 
shareholders. The offer price per share must be at least as high as the highest price paid 
or agreed by the offeror in the six-month period prior to the date the 1/3 threshold was 
exceeded, but equal to the market price if the market price was higher when the 1/3 
threshold was exceeded. In the event that the acquirer thereafter, but prior to the 
expiration of the bid period acquires, or agrees to acquire, additional shares at a higher 
price, the acquirer is obliged to restate its bid at that higher price. A mandatory offer 
must be in cash or contain a cash alternative at least equivalent to any other 
consideration offered. A shareholder who fails to make the required offer must within 
four weeks dispose of sufficient shares so that the obligation ceases to apply (i.e. to 
reduce the ownership to a level below 1/3). Otherwise, Oslo Børs may cause the shares 
exceeding the 1/3 limit to be sold by public auction. Until the mandatory bid is given or 
the shares exceeding the 1/3 threshold are sold, the shareholder may not vote for shares 
exceeding the 1/3 threshold, unless a majority of the remaining shareholders approve. 
The shareholder can, however, exercise the right to dividends and preferential rights in 
the event of a share capital increase. Oslo Børs may impose a daily fine upon a 
shareholder who fails to make the required offer or sell down below 1/3.  

A shareholder or consolidated group that owns shares representing more than 1/3 of the 
votes in a Norwegian company listed on a Norwegian regulated market, and that has not 
made an offer for the purchase of the remaining shares in the Company in accordance 
with the provisions concerning mandatory offers (e.g., due to available exemptions), is, 
in general, obliged to make a mandatory offer in the case of each subsequent acquisition 
that increases his proportion of the voting rights. There are, however, exceptions to this 
rule. Furthermore, the rule does not apply for a shareholder or a consolidated group that, 
upon admission of the company to listing on a regulated market, owns shares 
representing more than 1/3 of the voting rights in the Company. However, if such 
shareholder or consolidated group acquires shares representing more than 40% or 50% 
of the voting rights in the Company, a mandatory offer obligation is, in general, 
triggered.   

The obligation to make a mandatory offer will be repeated at acquisition of shares 
representing 40% or more and 50% or more of the voting rights in the Company.  

The Company has not received any takeover bids or bids to acquire controlling interest 
during the last 12 months. 

Compulsory Acquisition 

In accordance with Section 4-25 of the Norwegian Public Limited Liability Companies Act 
(cf. Section 6-22 of the Norwegian Securities Trading Act), a shareholder who, directly or 
via subsidiaries, acquires shares representing more than 90% of the total number of 
issued shares in a Norwegian public limited liability company, as well as more than 90% 
of the total voting rights attached to such shares, has a right (and each remaining 
minority shareholder of the company have a right to require such majority shareholder) 
to effect compulsory acquisition for cash of the shares not already owned by the majority 
shareholder. Such compulsory acquisition would imply that the majority shareholder has 
become owner of the thus acquired shares with immediate effect. If a majority 
shareholder holding 90% of the shares and votes has not completed a mandatory offer, 
he/she/it will have to do so simultaneously with the compulsory acquisition under the 
current legislation. Upon effecting the compulsory acquisition, the majority shareholder 
shall offer the minority shareholders a specific price per share, the determination of 
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which will be at the discretion of the majority shareholder. However, pursuant to Section 
6-22 of the Norwegian Securities Trading Act, in the event such compulsory acquisition is 
commenced within three months after expiry of a mandatory offer period as described in 
Section “Mandatory offer requirement” and there are no particulate reasons that call for 
another price to be set, the price offered by the majority shareholder shall be equal to 
the mandatory offer price. Should any minority shareholder not accept the offered price, 
such minority shareholder may, within a fixed two months’ deadline, request that the 
price be set by the Norwegian courts. Minority shareholders who have not submitted such 
request, or other objection to the price being offered, will be deemed to have accepted 
the price offered by the majority shareholder upon expiration of the two months’ period. 
The cost of such court procedure would, as a general rule, be on the account of the 
majority shareholder, and the courts would have full discretion in respect of the valuation 
of the shares as per the effectuation of the compulsory acquisition. 

Disclosure Obligations 

Pursuant to the Norwegian Securities Trading Act, a person, entity or group acting in 
concert that acquires shares, options for shares or other rights to shares resulting in its 
beneficial ownership, directly or indirectly, in the aggregate meeting or exceeding the 
respective thresholds of 5%, 10%, 15%, 20%, 25%, 1/3, 50%, 2/3 and 90% of the 
share capital and/or the voting rights in the Company has an obligation under Norwegian 
law to notify Oslo Børs and the Company immediately. The same applies to disposals of 
shares (but not options or other rights to shares) resulting in a beneficial ownership, 
directly or indirectly, in the aggregate falling below said thresholds. A change in 
ownership level due to other circumstances may also trigger the notification obligations 
when said thresholds are passed, e.g. changes in the Company’s share capital. 

Insolvency/Liquidation 

According to the Norwegian Public Limited Liability Companies Act, the Company may be 
liquidated by a resolution in a general meeting of the Company passed by a two-thirds 
majority of the aggregate votes cast as well as two thirds of the aggregate share capital 
represented at such meeting. The Shares rank pari passu in the event of a return on 
capital by the Company upon a liquidation or otherwise. 

In the event a resolution to liquidate the Company has been made, the Company’s assets 
shall be transformed to cash in order to cover the Company’s contractual obligations and 
for distribution to the shareholders as long as the shareholders have not accepted to 
receive the dividends in kind. 

11.5 SHAREHOLDER AND DIVIDEND POLICY 

Shareholder policy 

Any acquisition of own shares will be at market price, and the Company will not deviate 
from the principle of unreasonable unequal treatment of all shareholders.  

Dividend policy 

The Company’s objectives are to create lasting values and provide competitive returns to 
its shareholders through profitability and growth. 

Long-term returns to shareholders should reflect the value created in the Company in the 
form of increased share price as well as dividends. 

Dividends should arise in line with the growth in the Company’s results while at the same 
time recognizing the need for financial preparedness for cyclical market movements, as 
well as opportunities for adding value through new profitable investments.  
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Over time, value added will be reflected to a greater extent by an increased share price, 
rather than through dividend distributions. 

The Company paid no dividend for the years 2009, 2008 and 2007. 

11.6 SHAREHOLDER AGREEMENTS 

The Company is not aware of any shareholder agreements among its investors.  

11.7 CORPORATE GOVERNANCE  

The principle behind good corporate governance is to establish and maintain a strong, 
sustainable and competitive company in the best interest of the shareholders, 
employees, business associates, third parties and society at large. 

The Board acknowledges the Norwegian Code of Practice for Corporate Governance of 21 
October 2009, and the principle of comply or explain. The Board has implemented the 
Code and will use its guidelines as the basis for the Board’s governance duties. As of the 
date of this Prospectus, the Company is in compliance with the Norwegian Code of 
Practice for Corporate Governance of 21 October 2009 with the following qualification:  

On 17 August 2010, Dr Phil Vingoe, Chairman of the Board, was granted 375,000 options 
to subscribe for Shares in Panoro Energy. Pursuant to section 11 of the Norwegian Code 
of Practice for Corporate Governance, it is recommended that options are not issued to 
members of the board of directors. Mr Vingoe has made significant contribution to the 
Company’s development into what it is today, and the Board has taken the view that it 
will be in the best interest of the Group that Mr Vingoe is incentivise to continue these 
efforts going forward, and that this can partly be achieved by granting him the above 
mentioned options. 
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12. TAXATION  

Set out below is a summary of certain Norwegian tax matters related to investments in 
the Company. The summary is based on Norwegian laws, rules and regulations applicable 
as of the date of this Prospectus, which may be subject to any changes in law occurring 
after such date. Such changes could possibly be made on a retroactive basis. The 
summary does not address foreign tax laws. 

The summary is of a general nature and does not purport to be a comprehensive 
description of all the Norwegian tax considerations that may be relevant for a decision to 
acquire, own or dispose of Shares. Shareholders who wish to clarify their own tax 
situation should consult with and rely upon their own tax advisers. Shareholders resident 
in jurisdictions other than Norway and shareholders who ceases to be resident in Norway 
for tax purposes (due to domestic tax law or tax treaty) should consult with and rely 
upon their own tax advisers with respect to the tax position in their country of residence 
and the tax consequences related to ceasing to be resident in Norway for tax purposes. 

Please note that for the purpose of the summary below, a reference to a Norwegian or 
foreign shareholder refers to the tax residency rather than the nationality of the 
shareholder. 

12.1 NORWEGIAN SHAREHOLDERS 

Taxation of dividends 

Norwegian Personal Shareholders 

Dividends received by shareholders who are individuals resident in Norway for tax 
purposes (“Norwegian Personal Shareholders”) are taxable as ordinary income for 
such shareholders at a flat rate of 28% to the extent the dividend exceeds a tax-free 
allowance. 

The allowance is calculated on a share-by-share basis. The allowance for each share is 
equal to the cost price of the share multiplied by a determined risk free interest rate 
based on the effective rate after tax of interest on treasury bills (Norwegian: 
“statskasseveksler”) with three months maturity. The allowance is calculated for each 
calendar year, and is allocated solely to Norwegian Personal Shareholders holding shares 
at the expiration of the relevant calendar year. Norwegian Personal Shareholders who 
transfer shares will thus not be entitled to deduct any calculated allowance related to the 
year of transfer. Any part of the calculated allowance one year exceeding the dividend 
distributed on the share (“excess allowance”) may be carried forward and set off against 
future dividends received on, or gains upon realisation, of the same share. Any excess 
allowance will also be included in the basis for calculating the allowance on the same 
share the following years. 

Norwegian Corporate Shareholders 

Dividends received by shareholders who are limited liability companies (and certain 
similar entities) resident in Norway for tax purposes (“Norwegian Corporate 
Shareholders”) are included in the calculation of the shareholders’ net income from 
shares qualifying for the participation exemption, including dividends received from the 
Company. Only 3% of net income from shares qualifying for the participation exemption 
shall be included in the calculation of ordinary income. Ordinary income is subject to tax 
at a flat rate of 28 %, implying that net income from shares is effectively taxed at a rate 
of 0.84%. 
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Capital Gains Tax 

Norwegian Personal Shareholders 

Sale, redemption or other disposal of shares is considered a realisation for Norwegian tax 
purposes. A capital gain or loss generated by a Norwegian Personal Shareholder through 
a realisation of shares is taxable or tax deductible in Norway. Such capital gain or loss is 
included in or deducted from the shareholder’s ordinary income in the year of disposal. 
Ordinary income is taxable at a flat rate of 28%. The gain is subject to tax and the loss is 
tax-deductible irrespective of the duration of the ownership and the number of shares 
disposed of. 

The taxable gain/deductible loss is calculated per share, as the difference between the 
consideration for the share and the Norwegian Personal Shareholder’s cost price of the 
share, including any costs incurred in relation to the acquisition or realisation of the 
share. From this capital gain, Norwegian Personal Shareholders are entitled to deduct a 
calculated allowance, provided that such allowance has not already been used to reduce 
taxable dividend income. See “Norwegian Personal Shareholders” under “Taxation of 
Dividends” above for a description of the calculation of the allowance. The allowance may 
only be deducted in order to reduce a taxable gain, and cannot increase or produce a 
deductible loss, i.e. any unused allowance exceeding the capital gain upon the realisation 
of a share will be annulled. 

If the Norwegian Personal Shareholder owns shares acquired at different points in time, 
the shares that were acquired first will be regarded as the first to be disposed of, on a 
first-in first-out basis. 

Norwegian Corporate Shareholders 

Sale, redemption or other disposal of shares is considered a realisation for Norwegian tax 
purposes. Capital gains derived from the realisation of shares qualifying for the 
participation exemption method are included in the calculation of net income from such 
shares. Losses incurred upon realisation of such shares may be deducted in order to 
reduce net taxable income from shares in the same fiscal year. Only 3% of net income 
from shares qualifying for the participation exemption method shall be taxed as ordinary 
income at a flat rate of 28%, implying that net income from shares is effectively taxed at 
a rate of 0.84%. Negative net income from shares does not reduce ordinary income. 

Taxation of Subscription Rights 

Norwegian Personal Shareholders 

A Norwegian Personal Shareholder’s subscription for shares pursuant to a subscription 
right is not subject to taxation in Norway. Costs related to the subscription for shares will 
be added to the cost price of the shares.  

Sale and other transfer of subscription rights is considered a realisation for Norwegian 
tax purposes. For Norwegian Personal Shareholders, a capital gain or loss generated by a 
realisation of subscription rights is taxable or tax deductible in Norway. Such capital gain 
or loss is included in or deducted from the shareholder’s ordinary income in the year of 
disposal. Ordinary income is taxable at a rate of 28%. 

Norwegian Corporate Shareholders 

A Norwegian Corporate Shareholder’s subscription for shares pursuant to a subscription 
right is not subject to taxation in Norway. Costs related to the subscription for shares will 
be added to the cost price of the shares. 

Sale and other transfer of subscription rights is considered a realisation for Norwegian 
tax purposes. Capital gains derived from the realisation of subscription rights to shares in 
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limited liability companies resident in Norway for tax purposes are included in the 
calculation of net income from shares qualifying for the participation exemption method, 
see “Norwegian Corporate Shareholders” under Section 12.1.2 above. .Losses incurred 
upon realisation of such subscription rights may be deducted in order to reduce net 
taxable income from shares in the same fiscal year. Only 3% of net income from shares 
qualifying for the participation exemption method is included in the calculation of 
ordinary income for Norwegian Corporate Shareholders which is taxed at a flat rate of 
28%, implying that such net income are effectively taxed at a rate of 0.84%. Negative 
net income from Subscription Rights does not reduce ordinary income. 

Net Wealth Tax 

The value of shares is included in the basis for the computation of wealth tax imposed on 
Norwegian Personal Shareholders. Currently, the marginal wealth tax rate is 1.1% of the 
value assessed. The value for assessment purposes for shares listed on the Oslo Stock 
Exchange is the listed value as of 1 January in the year of assessment. 

Norwegian Corporate Shareholders are not subject to wealth tax. 

12.2 FOREIGN SHAREHOLDERS 

Taxation of dividends 

Foreign Personal Shareholders  

Dividends distributed to shareholders who are individuals not resident in Norway for tax 
purposes (“Foreign Personal Shareholders”), are as a general rule subject to 
withholding tax at a rate of 25%. The withholding tax rate of 25% is normally reduced 
through tax treaties between Norway and the country in which the shareholder is 
resident. The withholding obligation lies with the company distributing the dividends.  

Foreign Personal Shareholders resident within the EEA for tax purposes may apply 
individually to Norwegian tax authorities for a refund of an amount corresponding to the 
calculated tax-free allowance on each individual share (see above). 

If a Foreign Personal Shareholder is carrying on business activities in Norway and the 
shares are effectively connected with such activities, the shareholder will be subject to 
the same taxation of dividends as a Norwegian Personal Shareholder, as described 
above. 

Foreign Personal Shareholders who have suffered a higher withholding tax than set out in 
an applicable tax treaty may apply to the Norwegian tax authorities for a refund of the 
excess withholding tax deducted. 

Foreign Corporate Shareholders 

Dividends distributed to shareholders who are limited liability companies not resident in 
Norway for tax purposes (“Foreign Corporate Shareholders”), are as a general rule 
subject to withholding tax at a rate of 25%. The withholding tax rate of 25% is normally 
reduced through tax treaties between Norway and the country in which the shareholder 
is resident. 

Dividends distributed to Foreign Corporate Shareholders resident within the EEA for tax 
purposes are exempt from Norwegian withholding tax provided that the shareholder is 
the beneficial owner of the shares and that the shareholder is genuinely established and 
performs genuine economic business activities within the relevant EEA jurisdiction. 
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Foreign Corporate Shareholders who have suffered a higher withholding tax than set out 
in an applicable tax treaty may apply to the Norwegian tax authorities for a refund of the 
excess withholding tax deducted. 

Nominee registered shares will be subject to withholding tax at a rate of 25% unless the 
nominee has obtained approval from the Norwegian Tax Directorate for the dividend to 
be subject to a lower withholding tax rate. To obtain such approval the nominee is 
required to file a summary to the tax authorities including all beneficial owners that are 
subject to withholding tax at a reduced rate. 

The withholding obligation in respect of dividends distributed to Foreign Corporate 
Shareholders and on nominee registered shares lies with the company distributing the 
dividends.  

Capital Gains Tax 

Foreign Personal Shareholders  

Gains from the sale or other disposal of shares by a Foreign Personal Shareholder will not 
be subject to taxation in Norway unless the Foreign Personal Shareholder holds the 
shares in connection with business activities carried out or managed from Norway. 
 

Foreign Corporate Shareholders 

Capital gains derived by the sale or other realisation of shares by Foreign Corporate 
Shareholders are not subject to taxation in Norway. 

Taxation of Subscription Rights 

Foreign Personal Shareholders  

A Foreign Personal Shareholder’s subscription for shares pursuant to a subscription right 
is not subject to taxation in Norway. 

Gains from the sale or other transfer of subscription rights by a Foreign Personal 
Shareholder will not be subject to taxation in Norway unless the Foreign Personal 
Shareholder holds the subscription rights in connection with business activities carried 
out or managed from Norway. 

Foreign Corporate Shareholders 

A Foreign Corporate Shareholder’s subscription for shares pursuant to a subscription right 
is not subject to taxation in Norway 

Capital gains derived by the sale or other transfer of subscription rights by Foreign 
Corporate Shareholders are not subject to taxation in Norway. 

Net Wealth Tax  

Shareholders not resident in Norway for tax purposes are not subject to Norwegian net 
wealth tax. Foreign Personal Shareholders can however be taxable if the shareholding is 
effectively connected to the conduct of trade or business carried out in Norway. 

12.3 INHERITANCE TAX 

When shares are transferred by way of inheritance or gift, such transfer may give rise to 
inheritance or gift tax in Norway if the decedent, at the time of death, or the donor, at 
the time of the gift, is a resident or citizen of Norway, for inheritance tax purposes, or if 
the shares are effectively connected with a business carried out through a permanent 
establishment in Norway. However, in the case of inheritance tax, if the decedent was a 
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citizen but not a resident of Norway, Norwegian inheritance tax will not be levied if 
inheritance tax or a similar tax is levied by the decedent’s country of residence.  

Inheritance tax will be applicable to gifts if the donor is a citizen of Norway at the time 
the gift was given. However, for taxes paid in the donor’s country of residence a credit 
will be given in the Norwegian gift taxes. 

The basis for the computation of inheritance tax is the market value at the time the 
transfer takes place. The rate is progressive from 0% to 15%. For inheritance and gifts 
from parents to children, the maximum rate is 10%. 

12.4 DUTIES ON TRANSFER OF SHARES 

No stamp or similar duties are currently imposed in Norway on the transfer or issuance of 
shares in Norwegian companies. 
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13. LEGAL MATTERS  

13.1 LEGAL AND ARBITRATION PROCEEDINGS  

The Company will from time to time be involved in disputes in the ordinary course of its 
business activities. Below is a description of the claims which are of a certain extent. A 
vast majority of the claims are covered by insurance. In the event the final outcome of 
the disputes should be that the Company must pay all claims, Panoro Energy’s financial 
position or profitability would thus be scarcely affected. 

Other than the existing and possible claims and proceedings listed below, the Company is 
not aware of any governmental, legal or arbitration proceedings (including any such 
proceedings which are pending or threatened), which may have, or have had during the 
last twelve months, significant effects on the Company’s financial position or profitability.  

The Company is currently involved in the following legal disputes: 

- NEdB, is a party in a lawsuit filed by the Municipality of Cairu-Bahia, against ANP – 
 Brazilian Petroleum Agency, Petrobras, Queiroz Galvão Oleo & Gas and Brasoil 
 Manati Exploração Petrolífera, June, 2008. The Municipality of Cairu is demanding 
 that the concession agreement is declared invalid and that the royalty is increased 
 from the current rate of 7.5% to 10%. In addition the municipality claims that the 
 difference of 2.5% is paid with retroactive effect from the start-up date. New Brazil 
 Holding legal advisors in the process evaluate the risk of financial liabilities 
 associated with this lawsuit as remote. No accrual has been made related to this 
 issue. 

- The Association of Petrobras Engineers (“AEPET”) filed a lawsuit against The 
Brazilian Petroleum Agency (ANP) and all companies that bid on concessions in the 
ANP 3rd Round. The purpose of this lawsuit was to annul the 3rd Bid Round as well 
as all the concession contracts signed as a result of this bid round. Since Rio das 
Contas acquired the concessions in BM-CAL 5 & 6  that was granted to Petroserv in 
this bid round, Panoro Energy was summoned to reply to the lawsuit. Panoro 
Energy Energy evaluates the risk related to this lawsuit to be remote as the 
arguments used to annul the  3rd Bid Round and signed concession contracts 
are inconsistent, and are against previous jurisprudences of the Court of the State 
of Rio de Janeiro. No accrual has been made related to this lawsuit. 

- Rio das Contas is a party in two lawsuits filed by the Fishermen Association in the 
Manati Project region demanding indemnification for environmental damages as a 
result of alleged non-implementation of the compensatory measures established on 
the Environmental studies and reports part of the Environmental Licensing 
Process. There was a subsidiary request for an injunction to suspend the activities 
of implementation of the platform, pipeline and all infrastructure  related to the 
project, which was not granted by the Court. Panoro Energy evaluates the risk 
associated with this law suit as remote since the basic argument is that the 
implementation of the Manati project has caused environmental damages, but 
throughout the petition there was no indication of a concrete  damage. The issuance 
of the IBAMA Operation License further strengthens Panoro Energy's case.                     
No accrual has been made related to these lawsuits. 

- Coplex Petróleo do Brasil Ltda, is under an administrative proceeding with the tax 
authorities regarding PIS (Social Integration Program) and COFINS (Social 
Securitieson  Revenues) levied on financial revenues, which on December 31, 
2008, totalled approximately USD 1 million. On a first jurisdiction the decision was 
favorable to Coplex, however a second level judgment is ongoing in order to receive 
a final decision. Based on the opinion of Panoro Energy's legal advisors, the risk of 
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loss is considered remote. Accordingly, no accrual has been made in the financial 
statement related to this administrative proceeding. 

-  Coplex Petróleo do Brasil Ltda  is under  a legal suit (tax collection)  filled in May 
2009 which origin was  two administrative proceedings with the tax authorities 
regarding the payment of  PIS (Social Integration Program) and COFINS (Social 
Securities on Revenues), totalled approximately R$ 1.411.964,37. The taxes 
under discussion have already been paid. Proof of the payments is done and a 
response from tax authorities is waited.   

13.2 MATERIAL CONTRACTS 

The Company has not entered into any material contracts outside the ordinary course of 
business.  

13.3 RELATED PARTY TRANSACTIONS 

The Company or, prior to completion of the Demerger, Norse Energy with respect to the 
business acquired by the Company in the Demerger, has completed transactions with 
related parties in the period from 2007 and up until the date of this Prospectus, as 
summarised below. The agreements pertaining to these transactions are all entered into 
on market terms and in accordance with provisions in the Norwegian Public Limited 
Companies Act.  

2009:  The sale of 30% of the shares in NEdB to Sector at a purchase price of USD 
30,000,000. The purchase price was settled in accordance with the agreement and 
accordingly there are no amounts outstanding with respect to the transaction. 

2010: The Merger between the Company and Pan Holding, the latter being owned by 
Sector with approximately 99% prior to completion of the Merger. 
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14. ADDITIONAL INFORMATION  

14.1 DOCUMENTS ON DISPLAY 

For the life of this Prospectus the following documents (or copies thereof), where 
applicable, may be inspected at the offices of the Company:  

• The Memorandum and Articles of Association of the Company 

• All reports, letters, and other documents, historical financial information, 
 valuations, and statements prepared by any expert at the Company’s request any 
 part of which is included or referred to in the Prospectus; 

• The audited financial accounts of the Company for the last two financial years  

• Historical financial information for the Company's subsidiaries for the last two 
financial years 

• This Prospectus 

14.2 STATEMENT REGARDING EXPERT OPINIONS 

The Company confirms that when information in this Prospectus has been sourced from a 
third party it has been accurately reproduced and as far as the Company is aware and is 
able to ascertain from the information published by that third party, no facts have been 
omitted which would render the reproduced information inaccurate or misleading. 

The Company has adopted a policy of regional Reserve Reporting using external third 
party companies to audit its work and certify reserves and resources according to the 
guidelines established by the Oslo Stock Exchange (OSE). Reserve and Contingent 
Resource estimates comply with the definitions set by the Petroleum Resources 
Management System (PRMS-2007) sponsored by Society of Petroleum Engineers/World 
Petroleum Council/ American Association of Petroleum Geologists/ Society of Petroleum 
Evaluation Engineers (SPE/WPC/AAPG/SPEE) as issued in March 2007.  

The Company’s reserves have been verified by its certification agent; Gaffney, Cline & 
Associates (GCA), Four Oaks Place, 1360 Post Oak Boulevard, Suite 2500, Houston, 
Texas 77056. Gaffney, Cline & Associates has no material interest in the Company. 

14.3 THIRD PARTY INFORMATION 

Market and industry data used throughout this Prospectus was obtained from various 
publicly available or independent third party sources. Although the Company believes 
that these independent sources are generally reliable, the accuracy and completeness of 
such information are not guaranteed and have not been verified with complete certainty 
due to limits on the availability and reliability of raw data, the voluntary nature of the 
data gathering process and the limitations and uncertainties inherent in any statistical 
survey of market size or consumer demand. References in this Prospectus to research 
reports or articles should not be construed as depicting the complete findings of the 
entire referenced report or article. The information in each report or article is not 
incorporated by reference into this Prospectus. 

The information in this Prospectus that has been sourced from third parties has been 
accurately reproduced and, as far as the Company is aware and able to ascertain from 
the information published by that third party, no facts have been omitted that would 
render the reproduced information inaccurate or misleading. 
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15. GLOSSARY  

AEPET The Association of Petrobras Engineers  
BCA The Business Combination Agreement dated 27 January 

2010 

Board of Directors or Board: The Board of Directors of Panoro Energy ASA 

BRL Brazilian Real 

Brazil Group Norse Energy do Brazil S.A and its consolidated subsidiaries 

CEO Chief Executive Officer. 

CFO Chief Financial Officer. 

CET Central European Time. 

Company Panoro Energy ASA and its consolidated subsidiaries 

Congo or republic of Congo The Republic of Congo, having its capital in Brazzaville 

Corporate Governance Code The Norwegian Code of Practice for Corporate Governance 
of 21 October 2009 

Coplex Norse Energy do Brasil S.A, Coplex Petroleo do Brazil Ltda.  

EIA Energy Information Agency 

EUR The currency introduced at the start of the third stage of the 
Economic and Monetary Union to the Treaty establishing the 
European Economic Community, as amended by the Treaty 
on the European Union. 

Foreign Corporate Shareholders Shareholders who are limited liability companies not 
resident in Norway for tax purposes 

Foreign Personal Shareholders  Shareholders who are individuals not resident in Norway for 
tax purposes 

Henry Hub US quoted gas price at a point on the natural gas pipeline 
system in Erath, Louisiana traded on NYMEX 

IEA International Energy Agency 

IFRS International Financing Reporting Standards, issued by the 
International Financial Reporting Interpretations Committee 
(IFRIC) (formerly, the “Standing Interpretations Committee” 
(SIC)). 

Interest Cover Ratio The interest coverage ratio is calculated by dividing a 
company's earnings before interest and taxes (EBIT) of one 
period by the company's interest expenses of the same 
period 

ISIN International Securities Identification Number. 

KBOE/day Thousand Barrels of Oil Equivalents per day 

Listing Shares Listing of 95,638,921 Shares in Panoro Energy ASA on Oslo 
Børs 

 

Managers Arctic Securities ASA and Pareto Securities AS 

Merger The merger between Pan Holding and the Company 

Merger Plan The merger plan between Pan Holding and the Company 
dated 26 March 2010 

NOK Norwegian Kroner, the lawful currency of the Kingdom of 
Norway 

NedB Norse Energy do Brasil S.A 

Norse Energy Norse Energy Corp. ASA, or when the context so requires, 
including its subsidiaries.  
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Norwegian Corporate 
Shareholders 

Shareholders who are limited liability companies (and 
certain similar entities) resident in Norway for tax purposes 

Norwegian Personal Shareholders Shareholders who are individuals resident in Norway for tax 
purposes 

Norwegian Public Limited Liability 
Companies Act 

The Norwegian Public Limited Liability Companies Act of 13 
June 1997 no. 45 (“Allmennaksjeloven”). 

Norwegian Securities Trading Act The Securities Trading Act of 29 June 2007 no. 75 
(“Verdipapirhandelloven”). 

NYMEX New York Mercantile Exchange 

OPEC Organization of Petroleum Exporting Countries 

Oslo Børs Oslo Børs ASA (translated “the Oslo Stock Exchange”). 

Panoro Energy Panoro Energy ASA and its subsidiaries 
Panoro Group Panoro Energy ASA and its subsidiaries 
Pan Group 

 

Pan-Petroleum Holding Cyprus Limited and its consolidated 
subsidiaries 

 

Pan Holding Pan-Petroleum Holding AS  
PIS Social Integration Program 

Private Placement NOK 380 million (USD 65 million private placement at 
prevailing rate of 5.85) in Panoro Energy ASA subscribed in 
March 2010 

Prospectus This Prospectus dated 16 September 2010. 

Rio das Contas Rio das Contas Produtora de Petroleo Ltda.  

Sector Sector Omega ASA 

Share(s) “Shares” means the common shares in the capital of the 
Company each having a nominal value of NOK NOK 
1,460471768 and “Share” means any one of them. 

Tcf Trillion cubic feet 

USD United States Dollar, the lawful currency of the United 
States of America. 

VPS account An account with VPS for the registration of holdings of 
securities. 

VPS Verdipapirsentralen (Norwegian Central Securities 
Depository), which organizes a paperless securities 
registration system. 

WTI West Texas Intermediate oil price is a benchmark in oil 
pricing and the underlying commodity of NYMEX’ oil futures 
contracts. 
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 c
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re
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 n
ew

 m
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m
ill
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 c
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e 

m
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d
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 p
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 b
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A
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ud
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&
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 c
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n 
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w
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 th
e 

M
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oj
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n 
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r r
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0 

C
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N
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R
A

Z
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L

E
 

M
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u
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d
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B
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d
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M
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B
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N

P
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O

p
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E

n
er
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O
pe

ra
tio
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 c
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m

en
ce

d 
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-J
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y 
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 K
un
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bi

s a
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un
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el
ls.

  T
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de
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un
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 c

om
pl

et
io

n 
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g,
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yd
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ic
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y 
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tu
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g 
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e 

w
el

ls 
an

d 
pr

od
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tio
n 
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 D
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g 
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e 
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n-
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 p
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h 
w

el
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at
ed
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il 

ra
te

s o
f a
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un

d 
60
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y 
th
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ug

h 
a 

24
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’ c

ho
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r a
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or
t p
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io

d.
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r p

ro
du

ct
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n 
te

st
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er
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 n

ot
 y

et
 b

ee
n 
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nd

uc
te

d.
 T
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 p
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er
s p
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n 
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in

tly
 p
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 re
le
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e 
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su

lts
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e 
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ch

 d
at

a 
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s b
ee

n 
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ed
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Pa
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ro
du

ct
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n 
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om
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is 
fie

ld
 h
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 sh

ow
n 

th
at
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e 
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pr
od

uc
tio

n 
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e 
w

ill
 b

e 
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d 
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 th

e 
w

el
ls 

st
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ng

er
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. P
an
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o 

E
ne

rg
y 
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pe

ct
s t

ha
t p

ro
du

ct
io

n 
te

st
in

g 
fr

om
 th
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e 

w
el

ls 
w

ill
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w

 p
ro

ve
d 

de
ve
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pe

d 
an

d 
pr

ov
ed

 u
nd

ev
el

op
ed

 re
se

rv
es
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 b

e 
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ok
ed
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r t
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on
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at
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il 
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m
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 m
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d 

th
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r d
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lin
g 

rig
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at
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d 
a 
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 c

on
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ng
 

ne
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tia
te

d 
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cu
te

 a
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iti
on

al 
6 

w
el

ls 
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 p
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t o
f t
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ilo
t p

ro
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 o
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im
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e 
fu
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 d
ev

elo
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en
t o

f t
he

 M
K

B 
pe
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it.
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e 

ex
pe

ct
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 c

om
m

en
ce

 th
e 
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ill
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g 

pr
og

ra
m
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4-
20

10
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e 
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m

pa
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er
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e 
fie

ld
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 c
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 in
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ilo
t p
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n 
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e.

 S
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en
t t

o 
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va
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at
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n 
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e 
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w
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t 
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m
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 d

ev
el
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m

en
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 to
 b
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ed
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e 
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s. 
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 E

ne
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 fo
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 p

er
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el

 se
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e 
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ec
t t
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m

 u
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m

en
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en
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g 
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e 
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g 
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ra
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G
A
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N
 

D
u
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u
 M
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e 
(H
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%
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O

p
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at
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E

n
er

gy
 3
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%

):
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e 
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s h
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ag
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e 
D
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G

en
er

al 
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G
H
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 d
ril
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g 
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 th
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e 

M
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at
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w
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H
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isc

us
 E
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t p
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d 
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 p
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fir
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ep
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r c
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cq
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d 
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al
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rv
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o 
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fy
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w
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g 
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 o
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nd
 a
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 c
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A
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Y

F
P
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p
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n
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E
n
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 p
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 c
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s p
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 re
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E
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w
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 c
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M
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 c
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s b
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m
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rta
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fie
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 b
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l c
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 th
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f d
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 p
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g 
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e 
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 o
n 
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 b
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t c
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 b
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 p
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t b
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Li

m
ite

d,
 h

as
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 b
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 p
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0 
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s c
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 c
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n 
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 d
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g 
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 d
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ld
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w
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g 
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 c
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is 
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in
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a 
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e 
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n

d
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is 
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t s
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al 
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 p
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A
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 d
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e 
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a 
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un
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50
0 
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s b
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 m
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m
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 c
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d 
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 p
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 C
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e 
is 
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r C
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 d
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d 
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e 

N
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f C
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m
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s b
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m
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 d
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 m
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 b
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d 
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b
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ra
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ca
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 b
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M
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 p
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l r
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e 

U
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er
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i 
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s. 
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id
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m
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k 

w
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e 
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h 
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, b
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t. 
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is 

ar
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er
s b
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 m
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m
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m
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 d
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 re
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al
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ur
al 
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e 
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 p
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en
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 th
e 

A
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n 
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w
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 c
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al 
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n 
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 d
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 m
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s. 
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 b
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nc
ia

l i
nf

or
m

at
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r o
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U
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 d
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e 
pr
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e 
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m
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 c
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 c
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 d
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 fo
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n 
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m
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 to
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e 

fir
st
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w
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 d
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e 
in
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es
 o
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t b
y 
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ng
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, c
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o 
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se
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 p
ro
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n 
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m
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e 
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n 
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at
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l s
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 c
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 c
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 d
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at
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 c
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 p
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 C
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 c
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lid
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 fi
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ta
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m

en
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 p
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se
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D
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nd
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ll 
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un
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 th
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 d
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C
om

p
ar

at
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e 
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rm

at
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n
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ro
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ne
rg
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A
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ed
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l m
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 e
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s c
om
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tio
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in
g 

en
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N
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E
ne
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ra
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E
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nd
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an
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et
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an
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w
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m
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nc
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E
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 o
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y 
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ne
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C
om

pa
ny

 c
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ed
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e 
de

-m
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ge
r f

ro
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ne
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C
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ra
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A
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N
E
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 w
he
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 v
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in
g 

sh
ar

es
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a 
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ol
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 o
f t
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ra
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n 
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se
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 (N

E
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) w
as
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 th
e 

N
E

C 
gr

ou
p 

an
d 

ac
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d 
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e 
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m
pa

ny
. O
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ar
y 

sh
ar
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de
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N
E
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 th
e 
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 d

e-
m

er
ge

r w
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e 
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d 
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sh
ar
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e 
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n 
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 sh
ar
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C
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r t
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 p
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se
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f t
he

se
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en
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e 
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 d
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m
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r h
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n 
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ed
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e 
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an
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 p
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en
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 b
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n 
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co
un

te
d 

fo
r u

nd
er

 th
e 

po
ol

in
g 

of
 in
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s m
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w
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en

tin
g 
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m

pa
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es
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s i
f t

he
y 

ha
d 

al
w

ay
s b

ee
n 
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m
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ne

d 
w
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 n

o 
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ir 
va

lu
e 

ad
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st
m

en
ts
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Th
e 

po
ol

in
g 

of
 in

te
re

st
s m

et
ho

d 
re

qu
ire

s p
re

se
nt
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io

n 
of
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E
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nd
 P

an
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 c
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ne
d 
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sin

es
s s

in
ce
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ce

pt
io

n 
an

d 
th

er
ef

or
e 

th
e 

co
m

pa
ra

tiv
e 

in
fo

rm
at

io
n 

re
pr

es
en

ts
 th

e 
N

E
dB

 h
ist

or
ic

al 
fin

an
ci

al 
st

at
em

en
ts

 p
oo

le
d 

w
ith

 P
an

or
o.

 H
av

in
g 

in
co

rp
or

at
ed

 in
 

20
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, P
an

or
o 
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d 

no
 o

pe
ra

tio
ns

 u
p 

to
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ec
em

be
r 3

1 
20

09
 a

nd
 a

s s
uc

h 
no

 re
su

lts
 o

f t
he

 C
om

pa
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 a
re
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ct
ed
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 th

e 
co

m
pa

ra
tiv

e 
in

fo
rm

at
io

n.
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2 

A
d

op
ti

on
 o

f 
n

ew
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n
d
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ev

is
ed

 I
n

te
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at
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n
al

 F
in

an
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al
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ep
or
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n
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an
d

ar
d

s 
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F
R
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n
d
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re
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Th

e 
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m
pa

ny
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pt

ed
 n
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 st

an
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rd
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te
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 b
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e 
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e 
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r a
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nt

in
g 
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rio
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 Ja
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y 
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20
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f n
ew
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an
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rd

s a
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 n
ot

ed
 b

el
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IF
R
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Sh
ar

e-
b
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ed

 P
ay

m
en

t 
– 

G
ro

u
p

 C
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h
-s

et
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ed
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h
ar

e-
b
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ed

 P
ay

m
en

t 
T
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n
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ct

io
n

s 

Th
e 

st
an

da
rd

 h
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 b
ee

n 
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en
de

d 
to

 c
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rif
y 

th
e 

ac
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un
tin

g 
fo

r g
ro

up
 c
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se
ttl

ed
 sh

ar
e-
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d 
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en

t t
ra
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tio
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en
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en
t a
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pe
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ed
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C
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C 
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. T
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pt
io

n 
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is 

am
en
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en

t d
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ot
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av

e 
an

y 
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n 

th
e 

fin
an

ci
al 

po
sit

io
n 

or
 p

er
fo

rm
an

ce
 o

f t
he

 G
ro

up
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Pa

ge
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0 

Se
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ua
rte

r r
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t 2
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0 
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ge
s t

o 
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m
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e 
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at
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 o
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 p
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n 
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m
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g 
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d 
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f e
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en
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 c
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 c
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m
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r c
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w
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r t
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ir 
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 re
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 w

ou
ld

 
af
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 r
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 d
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il 
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d
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od
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n

 s
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e 

de
ve
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t o

f t
he

 o
il 

an
d 
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ie
ld
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n 

w
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ch
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G

ro
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n 
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is 
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l r
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ce
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 re
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s t

o 
tim

in
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m
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, c
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s, 
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od
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n 
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el
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s d

el
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s c
om

pa
re

d 
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al
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ut

 b
y 
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e 
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. S
om
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e 

m
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t i
m

po
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nt
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sk
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s a
re

 re
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d 

to
 th
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rm
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se
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se
rv
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 c
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t e
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m
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s p
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pr
od
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 c
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m
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el
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an

d 
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up
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re
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x 
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d 
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 d
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d 
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m

e 
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 to
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te
nt
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at
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 p
ro
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e 
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at
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e 
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le

 te
m
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 d

iff
er

en
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s w
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e 
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fu
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y 
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 d
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d 
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m
e 
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x 
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se

ts
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s t
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ro
up
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 m
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e 
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fic
an

t e
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im
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es
 re
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d 
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 e
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tio
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f f

ut
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e 
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m
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 E

st
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at
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f f

ut
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e 
ta

xa
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e 
in
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m

e 
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e 
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se
d 
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re
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st
 c
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h 
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w

s f
ro

m
 o

pe
ra

tio
ns

 a
nd
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e 
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ic
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n 
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 e
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g 
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x 
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n 
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n.
 T

o 
th

e 
ex

te
nt

 
th
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tu
re

 c
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h 
flo

w
s a

nd
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bl

e 
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m

e 
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er
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 e
st
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. T
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lit
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of

 th
e 

G
ro

up
 to
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se
 th

e 
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t d
ef

er
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d 
ta

x 
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se
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t t
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 d
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e 

of
 th

e 
st
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en
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f f
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al
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ou
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 b
e 
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dd
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 c
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n 
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G
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up

 o
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s c
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m
it 
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e 
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ta
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 p

er
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n
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n

ci
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ar
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n
u

e 
b
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m
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 c
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ge
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ie
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y 
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r f
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cc
ur
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in

ge
nc
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e 
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at
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d
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Th
e 
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en
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in
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 c
on

so
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at
ed

 fi
na

nc
ia

l s
ta

te
m

en
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e 

Pa
no

ro
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ne
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A
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 a
nd

 it
s s

ub
sid

ia
rie

s a
s o

f J
un

e 
30

, 
20

10
. S

ub
sid

iar
ie

s a
re

 fu
lly

 c
on

so
lid

at
ed

 fr
om

 th
e 

da
te

 o
f a

cq
ui

sit
io

n,
 b

ei
ng

 th
e 

da
te

 o
n 

w
hi

ch
 th

e 
G

ro
up

 o
bt

ai
ns

 c
on

tro
l, 

an
d 

co
nt

in
ue

 to
 b

e 
co

ns
ol

id
at

ed
 u

nt
il 

th
e 

da
te

 th
at

 su
ch

 c
on

tro
l c

ea
se

s. 
Su

bs
id

iar
ie

s a
re

 a
ll 

en
tit

ie
s i

n 
w

hi
ch

 th
e 

G
ro

up
 d

ire
ct

ly
 o

r 
in

di
re

ct
ly

 o
w
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 m

or
e 

th
an

 5
0 

pe
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en
t o

f t
he
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in
g 

st
oc

k 
or

 o
th

er
w

ise
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 th

e 
po

w
er

 to
 g

ov
er

n 
th

e 
fin

an
ci

al
 a

nd
 o

pe
ra

tin
g 
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lic

ie
s. 

In
te

r-
co

m
pa

ny
 tr

an
sa

ct
io

ns
, b

ala
nc

es
 a

nd
 u

nr
ea

lis
ed

 g
ai

ns
 o

n 
tra

ns
ac

tio
ns

 b
et

w
ee

n 
G

ro
up

 c
om

pa
ni

es
 a

re
 e

lim
in

at
ed

; u
nr

ea
lis

ed
 

lo
ss

es
 a

re
 a

lso
 e

lim
in

at
ed

 u
nl

es
s t

he
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os
t c

an
no

t b
e 

re
co

ve
re

d.
 

N
on

-c
on

tro
lli

ng
 in

te
re

st
s i

n 
su

bs
id

iar
ie

s a
re

 id
en

tif
ie

d 
an

d 
re

po
rte

d 
se

pa
ra

te
ly

 fr
om

 th
e 

G
ro

up
’s 
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ty
 th

er
ei

n.
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cq
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sit
io

n 
of

 th
e 

m
in

or
ity

 sh
ar
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 c

an
 re

su
lt 

in
 g

oo
dw

ill
 if
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e 
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st

 e
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ds

 th
e 

ca
rr
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ng

 a
m

ou
nt

 o
f t

he
 a

cq
ui

re
d 
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se

ts
. W

he
re

 th
e 

ac
qu

isi
tio

n 
co

st
 is

 
be

lo
w

 th
e 

ca
rr

yi
ng

 a
m

ou
nt

 o
f t

he
 a

cq
ui

re
d 

as
se

t, 
th

e 
ga

in
 is
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co

gn
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d 
in

 th
e 

st
at

em
en

t o
f c

om
pr

eh
en

siv
e 

in
co

m
e 

at
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cq
ui

sit
io

n.
 

Th
e 

pu
rc
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se

 m
et

ho
d 

of
 a

cc
ou

nt
in

g 
is 

ap
pl

ie
d 

fo
r b

us
in

es
s c

om
bi

na
tio

ns
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w
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l c
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 C
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m
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l c
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r r
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 b
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 c
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 b
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re
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 m
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 m
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 c
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 c
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s i
s r

ec
og

ni
se

d 
in

 th
e 

st
at

em
en

t o
f c
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 c
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 o
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at
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ga

s p
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 m
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s c
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fie
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 d

o 
no

t q
ua

lif
y 

as
 a

 b
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s p
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s d
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or
di

ng
ly

, n
o 
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s p
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 o
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r d
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s r
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 d
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f c
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2.
12

 T
ra

d
e 

an
d

 o
th

er
 r

ec
ei

va
b

le
s 

 
Tr

ad
e 

an
d 

ot
he

r r
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 p
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 p
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ra
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 b
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 c
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s d
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 p
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 c
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 c
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 c
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 c
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 d
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 c
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 c
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r p
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f c
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f c
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t b
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 p
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 o
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 b
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at
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s c
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 c
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, f
ix

tu
re

s &
 fi

tti
ng

s 
10

%
 to

 3
3.

33
%

2.
9 

F
in

an
ci

al
 a

ss
et

s 
Th

e 
G

ro
up

 c
la

ss
ifi

es
 it

s f
in

an
ci

al
 a

ss
et

s i
n 

th
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, l
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t f
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ar
at

e 
co

m
po

ne
nt

 
of

 e
qu

ity
.  

Th
e 

G
ro

up
 h

as
 b

on
d 

lo
an

s w
ith

 d
et

ac
ha

bl
e 

w
ar

ra
nt

s t
ha

t a
re

 d
en

om
in

at
ed

 in
 U

SD
. T

he
 w

ar
ra

nt
s a

re
 se

ttl
ed

 in
 N

O
K

. T
he

 IF
RS

 
de

fin
iti

on
 o

f a
n 

eq
ui

ty
 in

st
ru

m
en

t h
as

 n
ot

 b
ee

n 
m

et
. A

s a
 re

su
lt,

 th
es

e 
w

ar
ra

nt
s h

av
e 

be
en

 c
las

sif
ie

d 
as

 a
 li

ab
ili

ty
. T

he
 w

ar
ra

nt
s a

re
 

ad
ju

st
ed

 to
 fa

ir 
va

lu
e 

at
 e

ac
h 

re
po

rti
ng

 d
at

e 
w

ith
 a

 c
or

re
sp

on
di

ng
 c

ha
rg

e 
to

 th
e 

st
at

em
en

t o
f c

om
pr

eh
en

siv
e 

in
co

m
e.

 

A
n 

ex
ch

an
ge

 o
f b

on
ds

 w
ith

 su
bs

ta
nt

ial
ly

 d
iff

er
en

t t
er

m
s o

r a
 su

bs
ta

nt
ia

l m
od

ifi
ca

tio
n 

of
 te

rm
s i

s a
cc

ou
nt

ed
 fo

r a
s a

n 
ex

tin
gu

ish
m

en
t o

f t
he

 o
rig

in
al

 fi
na

nc
ia

l l
ia

bi
lit

y 
an

d 
re

co
gn

iti
on

 o
f t

he
 n

ew
 fi

na
nc

ia
l l

ia
bi

lit
y.

 C
ha

ng
e 

of
 c

ur
re

nc
y 

in
 th

e 
bo

nd
s i

s 
co

ns
id

er
ed

 a
 su

bs
ta

nt
ia

l m
od

ifi
ca

tio
n.

 

2.
19

 C
u

rr
en

t 
an

d
 d

ef
er

re
d

 in
co

m
e 

ta
x 

 
C

ur
re

nt
 ta

x 
is 

th
e 

am
ou

nt
 e

xp
ec

te
d 

to
 b

e 
pa

id
 in

 re
sp

ec
t o

f t
ax

ab
le

 p
ro

fit
s f

or
 th

e 
cu

rr
en

t a
nd

 p
rio

r p
er

io
ds

. T
he

 c
ur

re
nt

 in
co

m
e 

ta
x 

ch
ar

ge
 is

 c
alc

ul
at

ed
 o

n 
th

e 
ba

sis
 o

f t
he

 ta
x 

la
w

s e
na

ct
ed

 o
r s

ub
st

an
tiv

el
y 

en
ac

te
d 

at
 th

e 
da

te
 o

f t
he

 st
at

em
en

t o
f f

in
an

ci
al 

po
sit

io
n 

in
 th

e 
co

un
tri

es
 w

he
re

 th
e 

G
ro

up
’s 

su
bs

id
iar

ie
s a

nd
 o

pe
ra

te
 a

nd
 g

en
er

at
e 

ta
xa

bl
e 

in
co

m
e.

  

D
ef

er
re

d 
in

co
m

e 
ta

x 
is 

pr
ov

id
ed

 in
 fu

ll,
 u

sin
g 

th
e 

lia
bi

lit
y 

m
et

ho
d 

fo
r t

ax
 lo

ss
 c

ar
ry

 fo
rw

ar
d 

an
d 

te
m

po
ra

ry
 d

iff
er

en
ce

s a
ris

in
g 

be
tw

ee
n 

th
e 

ta
x 

ba
se

s o
f a

ss
et

s a
nd

 li
ab

ili
tie

s a
nd

 th
ei

r c
ar

ry
in

g 
am

ou
nt

s i
n 

th
e 

co
ns

ol
id

at
ed

 fi
na

nc
ial

 st
at

em
en

ts
. H

ow
ev

er
, t

he
 

de
fe

rr
ed

 in
co

m
e 

ta
x 

is 
no

t a
cc

ou
nt

ed
 fo

r i
f i

t a
ris

es
 fr

om
 in

iti
al

 re
co

gn
iti

on
 o

f a
n 

as
se

t o
r l

iab
ili

ty
 in

 a
 tr

an
sa

ct
io

n 
ot

he
r t

ha
n 

a 
bu

sin
es

s c
om

bi
na

tio
n 

th
at

 a
t t

he
 ti

m
e 

of
 th

e 
tra

ns
ac

tio
n 

af
fe

ct
s n

ei
th

er
 a

cc
ou

nt
in

g,
 n

or
 ta

xa
bl

e 
pr

of
it 

or
 lo

ss
. D

ef
er

re
d 

in
co

m
e 

ta
x 

is 
de

te
rm

in
ed

 u
sin

g 
ta

x 
ra

te
s (

an
d 

la
w

s)
 th

at
 h

av
e 

be
en

 e
na

ct
ed

 o
r s

ub
st

an
tia

lly
 e

na
ct

ed
 b

y 
th

e 
da

te
 o

f t
he

 st
at

em
en

t o
f f

in
an

cia
l 

po
sit

io
n 

an
d 

ar
e 

ex
pe

ct
ed

 to
 a

pp
ly

 w
he

n 
th

e 
re

lat
ed

 d
ef

er
re

d 
in

co
m

e 
ta

x 
as

se
t i

s r
ea

lis
ed

 o
r t

he
 d

ef
er

re
d 

in
co

m
e 

ta
x 

lia
bi

lit
y 

is 
se

ttl
ed

.  

D
ef

er
re

d 
in

co
m

e 
ta

x 
as

se
ts

 a
re

 re
co

gn
ise

d 
to

 th
e 

ex
te

nt
 th

at
 it

 is
 p

ro
ba

bl
e 

th
at

 fu
tu

re
 ta

xa
bl

e 
pr

of
it 

w
ill

 b
e 

av
ail

ab
le

 a
ga

in
st

 w
hi

ch
 

th
e 

te
m

po
ra

ry
 d

iff
er

en
ce

s c
an

 b
e 

ut
ili

se
d.

  

2.
20

 P
ro

vi
si

on
s 

Pr
ov

isi
on

s a
re

 re
co

gn
ise

d 
w

he
n 

th
e 

G
ro

up
 h

as
 a

 p
re

se
nt

 o
bl

ig
at

io
n 

(le
ga

l o
r c

on
st

ru
ct

iv
e)

 a
s a

 re
su

lt 
of

 a
 p

as
t e

ve
nt

, i
t i

s p
ro

ba
bl

e 
th

at
 a

n 
ou

tfl
ow

 o
f r

es
ou

rc
es

 e
m

bo
dy

in
g 

ec
on

om
ic

 b
en

ef
its

 w
ill

 b
e 

re
qu

ire
d 

to
 se

ttl
e 

th
e 

ob
lig

at
io

n 
an

d 
a 

re
lia

bl
e 

es
tim

at
e 

ca
n 

be
 

m
ad

e 
of

 th
e 

am
ou

nt
 o

f t
he

 o
bl

ig
at

io
n.

 W
he

re
 th

e 
G

ro
up

 e
xp

ec
ts

 so
m

e 
or

 a
ll 

of
 p

ro
vi

sio
n 

to
 b

e 
re

im
bu

rs
ed

, f
or

 e
xa

m
pl

e 
un

de
r a

n 
in

su
ra

nc
e 

co
nt

ra
ct

, t
he

 re
im

bu
rs

em
en

t i
s r

ec
og

ni
se

d 
as

 a
 se

pa
ra

te
 a

ss
et

 b
ut

 o
nl

y 
w

he
n 

th
e 

re
im

bu
rs

em
en

t i
s v

irt
ua

lly
 c

er
ta

in
. T

he
 

ex
pe

ns
e 

re
la

tin
g 

to
 a

ny
 p

ro
vi

sio
n 

is 
re

co
gn

ise
d 

th
ro

ug
h 

pr
of

it 
an

d 
lo

ss
 n

et
 o

f a
ny

 re
im

bu
rs

em
en

t. 
If

 th
e 

ef
fe

ct
 o

f t
he

 ti
m

e 
va

lu
e 

of
 

m
on

ey
 is

 m
at

er
ia

l, 
pr

ov
isi

on
s a

re
 d

isc
ou

nt
ed

 u
sin

g 
a 

cu
rr

en
t p

re
-ta

x 
ra

te
 th

at
 re

fle
ct

s, 
w

he
re

 a
pp

ro
pr

iat
e,

 th
e 

ris
ks

 sp
ec

ifi
c 

to
 th

e 
lia

bi
lit

y.
 W

he
re

 d
isc

ou
nt

in
g 

is 
us

ed
, t

he
 in

cr
ea

se
 in

 th
e 

pr
ov

isi
on

 d
ue

 to
 th

e 
pa

ss
ag

e 
of

 ti
m

e 
is 

re
co

gn
ise

d 
as

 in
te

re
st

 e
xp

en
se

. T
he

 
pr

es
en

t o
bl

ig
at

io
n 

un
de

r o
ne

ro
us

 c
on

tra
ct

s i
s r

ec
og

ni
se

d 
as

 p
ro

vi
sio

ns
.  

2.
21

 R
ev

en
u

e 
re

co
gn

it
io

n
  

Re
ve

nu
e 

co
m

pr
ise

s t
he

 fa
ir 

va
lu

e 
of

 th
e 

co
ns

id
er

at
io

n 
re

ce
iv

ed
 o

r r
ec

ei
va

bl
e 

fo
r t

he
 sa

le
 o

f p
et

ro
le

um
 p

ro
du

ct
s i

n 
th

e 
or

di
na

ry
 

co
ur

se
 o

f t
he

 G
ro

up
’s 

ac
tiv

iti
es

. R
ev

en
ue

 is
 sh

ow
n 

ne
t o

f v
alu

e 
ad

de
d 

ta
x,

 re
tu

rn
s, 

re
ba

te
s a

nd
 d

isc
ou

nt
s a

nd
 a

fte
r e

lim
in

at
in

g 
sa

le
s 

w
ith

in
 th

e 
G

ro
up

.  

R
ev

en
u

e 
fr

om
 p

et
ro

le
u

m
 p

ro
d

u
ct

s 

Re
ve

nu
e 

fr
om

 th
e 

sa
le

 p
et

ro
le

um
 p

ro
du

ct
s a

re
 re

co
gn

ise
d 

as
 in

co
m

e 
us

in
g 

th
e 

“e
nt

itl
em

en
t m

et
ho

d”
. U

nd
er

 th
is 

m
et

ho
d,

 re
ve

nu
e 

is 
re

co
rd

ed
 o

n 
th

e 
ba

sis
 o

f t
he

 a
ss

et
’s 

pr
op

or
tio

na
te

 sh
ar

e 
of

 to
ta

l g
as

 so
ld

 fr
om

 th
e 

af
fe

ct
ed

 w
el

ls.
 R

ev
en

ue
 is

 st
at

ed
 n

et
 o

f v
al

ue
-

ad
de

d 
ta

x 
an

d 
ro

ya
lti

es
.  

In
te

re
st

 in
co

m
e 

 

In
te

re
st

 in
co

m
e 

is 
re

co
gn

ise
d 

on
 a

 ti
m

e-
pr

op
or

tio
n 

ba
sis

 u
sin

g 
th

e 
ef

fe
ct

iv
e 

in
te

re
st

 m
et

ho
d.

  

R
en

d
er

in
g 

of
 s

er
vi

ce
s 

Sa
le

s o
f s

er
vi

ce
s a

re
 re

co
gn

ise
d 

in
 th

e 
ac

co
un

tin
g 

pe
rio

d 
in

 w
hi

ch
 th

e 
se

rv
ic

es
 a

re
 re

nd
er

ed
, a

nd
 it

 is
 p

ro
ba

bl
e 

th
at

 th
e 

ec
on

om
ic

 
be

ne
fit

s a
ss

oc
ia

te
d 

w
ith

 th
e 

tra
ns

ac
tio

n 
w

ill
 fl

ow
 to

 th
e 

en
tit

y,
 b

y 
re

fe
re

nc
e 

to
 c

om
pl

et
io

n 
of

 th
e 

sp
ec

ifi
c 

tra
ns

ac
tio

n 
as

se
ss

ed
 o

n 
th

e 
ba

sis
 o

f t
he

 a
ct

ua
l s

er
vi

ce
 p

ro
vi

de
d 

as
 a

 p
ro

po
rti

on
 o

f t
he

 to
ta

l s
er

vi
ce

s t
o 

be
 p

ro
vi

de
d.

 



A 15

 
Pa

ge
 2

8 

Se
co

nd
 q

ua
rte

r r
ep

or
t 2

01
0 

(ii
i)

G
ain

 o
n 

ba
rg

ain
 p

ur
ch

as
e 

re
pr

es
en

ts
 e

xc
es

s 
of

 fa
ir 

va
lu

e 
of

 n
et

 a
ss

et
s 

ac
qu

ire
d 

ov
er

 th
e 

pu
rc

ha
se

 c
on

sid
er

at
io

n.
 T

he
 g

ai
n 

is 
a 

di
re

ct
 c

on
se

qu
en

ce
 o

f t
he

 re
lat

iv
el

y 
lo

w
 sh

ar
e 

pr
ic

e 
of

 th
e 

C
om

pa
ny

 o
n 

th
e 

ac
qu

isi
tio

n 
da

te
.  

(iv
)

If
 th

e 
co

m
bi

na
tio

n 
ha

d 
ta

ke
n 

pl
ac

e 
at

 b
eg

in
ni

ng
 o

f 
th

e 
ye

ar
, P

an
 P

et
ro

le
um

 r
el

at
ed

 a
ss

et
s 

w
ou

ld
 h

av
e 

co
nt

rib
ut

ed
 U

SD
 0

.5
 

m
ill

io
n 

to
 re

ve
nu

e 
an

d 
a 

lo
ss

 o
f U

SD
 7

.5
 m

ill
io

n 
to

 th
e 

gr
ou

p.
  

(v
)

Fr
om

 th
e 

da
te

 o
f a

cq
ui

sit
io

n 
to

 Ju
ne

 3
0,

 2
01

0,
 th

e 
ac

qu
ire

d 
bu

sin
es

s d
id

 n
ot

 c
on

tri
bu

te
 to

 a
ny

 re
ve

nu
es

 a
nd

 g
ro

up
’s 

re
su

lts
.  

(v
i)

A
cq

ui
sit

io
n 

re
lat

ed
 c

os
ts

 in
cl

ud
ed

 a
dv

iso
ry

 f
ee

s 
w

hi
ch

 h
av

e 
be

en
 r

ec
og

ni
se

d 
in

 th
e 

C
om

pa
ny

’s 
st

at
em

en
t o

f 
co

m
pr

eh
en

siv
e 

in
co

m
e 

am
ou

nt
ed

 to
 U

SD
 4

.2
 m

ill
io

n.
 P

re
-a

cq
ui

sit
io

n 
m

er
ge

r 
an

d 
de

-m
er

ge
r 

re
la

te
d 

co
st

s 
ap

pr
ox

im
at

ed
 to

 U
SD

 1
.3

 m
ill

io
n 

co
m

pr
isi

ng
 le

ga
l, 

co
ns

ul
ta

nc
y 

an
d 

ad
vi

so
ry

 c
os

ts
. 

4.
 S

eg
m

en
t 

in
fo

rm
at

io
n

 
Th

e 
G

ro
up

 o
pe

ra
te

d 
pr

ed
om

in
an

tly
 in

 tw
o 

bu
sin

es
s s

eg
m

en
t b

ei
ng

 th
e 

ex
pl

or
at

io
n 

an
d 

pr
od

uc
tio

n 
of

 o
il 

an
d 

ga
s, 

w
hi

ch
 is

 sp
lit

 b
y 

lic
en

ce
 fo

r m
an

ag
em

en
t p

ur
po

se
s a

nd
 fo

ur
 g

eo
gr

ap
hi

ca
l s

eg
m

en
ts

 b
ei

ng
 N

ig
er

ia,
 G

ab
on

, C
on

go
 a

nd
 B

ra
zi

l. 

Th
e 

G
ro

up
’s 

re
po

rta
bl

e 
se

gm
en

ts
, f

or
 b

ot
h 

m
an

ag
em

en
t a

nd
 fi

na
nc

ial
 re

po
rti

ng
 p

ur
po

se
s, 

ar
e 

as
 fo

llo
w

s: 

Th
e 

D
us

sa
fu

 se
gm

en
t h

ol
ds

 th
e 

G
ro

up
’s 

33
.3

%
 w

or
ki

ng
 in

te
re

st
 in

 th
e 

D
us

sa
fu

 M
ar

in
 e

xp
lo

ra
tio

n 
lic

en
ce

 in
 G

ab
on

. 

Th
e 

JD
Z

 3
 se

gm
en

t h
ol

ds
 th

e 
G

ro
up

’s 
10

%
 w

or
ki

ng
 in

te
re

st
 in

 th
e 

JD
Z

 3
 e

xp
lo

ra
tio

n 
lic

en
ce

 in
 N

ig
er

ia.
 

Th
e 

O
M

L1
13

 –
 A

je
 se

gm
en

t h
ol

ds
 th

e 
G

ro
up

’s 
12

.5
%

 p
ro

fit
 in

te
re

st
 in

 th
e 

O
M

L1
13

-A
je

 e
xp

lo
ra

tio
n 

lic
en

ce
 in

 N
ig

er
ia

. 

Th
e 

M
K

B 
Co

ng
o 

se
gm

en
t h

ol
ds

 th
e 

G
ro

up
s 2

0%
 w

or
ki

ng
 in

te
re

st
 in

 M
K

B 
ex

pl
or

at
io

n 
lic

en
ce

 in
 R

ep
ub

lic
 o

f C
on

go
.  

Th
e 

Br
az

ili
an

 se
gm

en
t h

ol
ds

 th
e 

fo
llo

w
in

g 
as

se
ts

: 

–
Th

e 
BC

A
M

-4
0 

pr
os

pe
ct

 h
ol

ds
 th

e 
G

ro
up

’s 
10

%
 in

te
re

st
 in

 M
an

at
i w

hi
ch

 is
 a

 p
ro

du
ci

ng
 fi

el
d 

in
 B

ra
zi

l. 
Th

is 
als

o 
in

cl
ud

es
 

10
%

 in
te

re
st

 in
 C

am
ar

ao
 N

or
te

 fi
el

d 
w

hi
ch

 is
 a

t a
 d

ev
el

op
m

en
t s

ta
ge

.  

–
Th

e 
BS

-3
 P

ro
je

ct
 h

ol
ds

 G
ro

up
’s 

in
te

re
st

 in
 a

 p
or

tfo
lio

 o
f o

ff
sh

or
e 

lic
en

ce
s i

n 
Sa

nt
os

 b
as

in
, B

ra
zi

l c
om

pr
isi

ng
 5

0%
 in

te
re

st
 

in
 C

av
alo

 M
ar

in
ho

, 6
5%

 in
te

re
st

 in
 E

st
re

la-
do

-M
ar

 a
nd

 3
5%

 in
 C

or
al 

fie
ld

 w
hi

ch
 is

 b
ei

ng
 c

on
sid

er
ed

 fo
r r

ed
ev

el
op

m
en

t. 
 

–
Th

e 
Sa

rd
in

ha
 li

ce
nc

e 
ar

ea
 h

ol
ds

 th
e 

G
ro

up
’s 

20
%

 in
te

re
st

 in
 th

e 
Sa

rd
in

ha
 fi

el
d 

lo
ca

te
d 

in
 C

am
am

u-
A

lm
ad

a 
ba

sin
 in

 B
ra

zi
l. 

Th
is 

fie
ld

 is
 b

ei
ng

 c
on

sid
er

ed
 fo

r d
ev

el
op

m
en

t. 
 

–
Ro

un
d 

9 
bl

oc
ks

 r
ep

re
se

nt
s 

G
ro

up
’s 

50
%

 in
te

re
st

 in
 b

lo
ck

s 
S-

M
-1

10
0,

 S
-M

-1
03

5 
an

d 
S-

M
-1

03
6 

ac
qu

ire
d 

in
 2

00
7.

 T
he

se
 

bl
oc

ks
 a

re
 in
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ra

tio
 o

f g
en

er
al

 a
nd

 a
dm

in
is

tra
tiv

e 
ex

pe
ns

es
 to

 n
et

 r
ev

en
ue

s,
 s

en
io

r 
de

bt
 to

 E
B

IT
D

A
, a

nd
 o

th
er

 n
on

-
fin

an
ci

al
 c

ov
en

an
ts

 re
la

te
d 

to
 it

s 
re

se
rv

e 
ba

se
 le

nd
in

g.
 A

t D
ec

em
be

r 3
1,

 2
00

9,
 th

e 
C

om
pa

ny
 w

as
 n

ot
 

in
 c

om
pl

ia
nc

e 
w

ith
 th

e 
w

or
ki

ng
-c

ap
ita

l r
at

io
, t

he
 g

en
er

al
 a

dm
in

is
tra

tiv
e 

ex
pe

ns
es

 to
 n

et
 re

ve
nu

es
, a

nd
 

th
e 

se
ni

or
 d

eb
t t

o 
E

B
IT

D
A

 c
ov

en
an

t. 
A

lth
ou

gh
 in

 v
io

la
tio

n 
of

 th
e 

w
or

ki
ng

 c
ap

ita
l r

at
io

 a
t D

ec
em

be
r 3

1,
 

20
09

, m
an

ag
em

en
t h

as
 c

ur
ed

 th
is

 c
ov

en
an

t w
ith

 a
 c

as
h 

co
nt

rib
ut

io
n 

fro
m

 N
or

se
 E

ne
rg

y 
C

or
p.

 A
S

A
. 

Th
e 

ge
ne

ra
l 

an
d 

ad
m

in
is

tra
tiv

e 
ex

pe
ns

e 
to

 n
et

 r
ev

en
ue

s 
is

su
e 

ar
os

e 
fro

m
 t

he
 s

al
e 

of
 t

he
 M

ed
in

a 
as

se
ts

 a
nd

 t
he

 b
ui

ld
in

g 
of

 r
es

ou
rc

es
 b

y 
re

ta
in

in
g 

st
af

f 
to

 c
ap

ita
liz

e 
on

 t
he

 C
om

pa
ny

’s
 d

ril
lin

g 
op

po
rtu

ni
tie

s 
an

d 
ta

ke
 fu

ll 
ad

va
nt

ag
e 

of
 th

e 
op

po
rtu

ni
tie

s 
av

ai
la

bl
e 

w
ith

 it
s 

ex
is

tin
g 

ac
re

ag
e 

po
si

tio
n.

 
Th

e 
se

ni
or

 d
eb

t t
o 

E
B

IT
D

A
 r

at
io

 r
os

e 
ab

ov
e 

th
e 

re
qu

ire
d 

ra
tio

 a
s 

Q
4 

E
B

IT
D

A
 d

ec
lin

ed
 d

ue
 to

 lo
w

er
 

pr
od

uc
tio

n 
in

 th
e 

qu
ar

te
r. 

Th
e 

C
om

pa
ny

 h
as

 c
om

m
un

ic
at

ed
 it

s 
po

si
tio

n 
w

ith
 it

s 
ba

nk
 a

nd
 h

as
 re

ce
iv

ed
 

w
ai

ve
rs

 fr
om

 th
e 

le
nd

er
 o

n 
a 

qu
ar

te
rly

 b
as

is
. 

In
 c

on
ne

ct
io

n 
w

ith
 t

he
 B

ra
zi

lia
n 

de
bt

 r
es

tru
ct

ur
in

g,
 a

 w
ai

ve
r 

fo
r 

no
n-

co
m

pl
ia

nc
e 

w
ith

 t
he

 d
eb

t 
co

ve
na

nt
s 

in
 2

00
9 

is
 is

su
ed

, b
ut

 w
ill 

be
 e

ffe
ct

ua
te

d 
on

ce
 th

e 
de

m
er

ge
r i

s 
co

m
pl

et
ed

. 

Th
e 

bo
nd

 re
st

ru
ct

ur
in

g 
is

 s
ub

je
ct

 to
 c

er
ta

in
 c

on
di

tio
ns

 p
re

ce
de

nt
 a

nd
 m

us
t b

e 
co

m
pl

et
ed

 p
rio

r t
o 

Ju
ne

 
30

, 
20

10
 i

n 
or

de
r 

to
 t

ak
e 

ef
fe

ct
. 

Fo
r 

fu
rth

er
 d

et
ai

ls
 o

n 
th

es
e 

co
nd

iti
on

s 
pr

ec
ed

en
t, 

re
fe

r 
to

 t
he

 
pr

op
os

ed
 a

m
en

dm
en

t d
oc

um
en

ts
 fo

r e
ac

h 
bo

nd
 lo

an
, a

va
ila

bl
e 

on
 w

w
w

.N
or

se
En

er
gy

.c
om

.

Fi
na

nc
ia

l 
ris

k 
m

an
ag

em
en

t 
is

 p
er

fo
rm

ed
 a

t 
a 

lo
ca

l 
le

ve
l 

an
d 

by
 t

he
 g

ro
up

 f
in

an
ce

 a
nd

 a
cc

ou
nt

in
g 

fu
nc

tio
n.

 T
he

 r
is

k 
m

an
ag

em
en

t 
ef

fo
rts

 s
ee

k 
to

 m
in

im
iz

e 
th

e 
po

te
nt

ia
l 

ad
ve

rs
e 

ef
fe

ct
s 

on
 t

he
 

C
om

pa
ny

’s
 f

in
an

ci
al

 p
er

fo
rm

an
ce

. 
Fo

r 
de

ta
ils

 o
n 

ho
w

 t
he

 C
om

pa
ny

 m
an

ag
es

 t
he

 v
ar

io
us

 f
in

an
ci

al
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Lo
ng

-te
rm

 li
ab

ili
tie

s 
w

er
e 

re
du

ce
d 

by
 U

S
D

 5
4.

4 
m

ill
io

n 
to

 U
S

D
 1

28
.3

 m
ill

io
n,

 w
ith

 th
e 

de
cl

in
e 

m
ai

nl
y 

at
tri

bu
ta

bl
e 

to
 th

e 
re

cl
as

si
fic

at
io

n 
of

 c
er

ta
in

 b
on

d 
lo

an
s 

to
 c

ur
re

nt
 li

ab
ilit

ie
s 

as
 th

ei
r 

m
at

ur
ity

 d
at

es
 a

re
 

in
 2

01
0.

 S
ho

rt-
te

rm
 li

ab
ilit

ie
s 

in
cr

ea
se

d 
by

 U
S

D
 7

4.
7 

m
illi

on
 to

 U
SD

 2
22

.3
 m

illi
on

, p
rim

ar
ily

 d
ue

 to
 th

e 
re

as
on

 m
en

tio
ne

d 
ab

ov
e.

 P
le

as
e 

se
e 

a 
fu

rth
er

 d
is

cu
ss

io
n 

un
de

r “
Fu

nd
in

g”
 b

el
ow

.  

E
qu

ity
 i

nc
re

as
ed

 b
y 

U
S

D
 5

1.
3 

m
illi

on
 t

o 
U

SD
 1

19
.0

 m
illi

on
 i

n 
20

09
, 

an
d 

th
e 

bo
ok

 e
qu

ity
 r

at
io

 
in

cr
ea

se
d 

to
 2

5.
3%

 fr
om

 1
7.

0%
 a

t t
he

 e
nd

 o
f 2

00
8.

 In
 th

e 
fir

st
 q

ua
rte

r 2
01

0,
 th

e 
C

om
pa

ny
 c

ar
rie

d 
ou

t 
a 

pr
iv

at
e 

pl
ac

em
en

t o
f N

O
K

 3
00

 m
illi

on
 a

nd
 a

 s
ub

se
qu

en
t r

ep
ai

r i
ss

ue
 o

f N
O

K
 3

8.
6 

m
illi

on
 to

 im
pr

ov
e 

th
e 

fin
an

ci
al

 fl
ex

ib
ili

ty
 o

f t
he

 C
om

pa
ny

, a
nd

 th
e 

B
oa

rd
 o

f D
ire

ct
or

s 
is

 c
om

fo
rta

bl
e 

w
ith

 th
e 

so
lid

ity
 o

f t
he

 
C

om
pa

ny
. 

C
ov

er
ag

e 
of

 L
os

s 
in

 N
or

se
 E

ne
rg

y 
C

or
p.

 A
SA

 
Th

e 
B

oa
rd

 o
f D

ire
ct

or
s 

pr
op

os
es

 th
at

 th
e 

lo
ss

 fo
r t

he
 y

ea
r o

f N
O

K
 1

11
.6

 m
ill

io
n 

in
 th

e 
pa

re
nt

 c
om

pa
ny

 
is

 t
ra

ns
fe

rr
ed

 t
o 

ot
he

r 
eq

ui
ty

. 
A

s 
of

 D
ec

em
be

r 
31

, 
20

09
 t

he
 C

om
pa

ny
 h

as
 N

O
K

 3
02

.6
 m

illi
on

 i
n 

un
re

st
ric

te
d 

eq
ui

ty
. 

Fu
nd

in
g

Th
e 

C
om

pa
ny

 o
bt

ai
ns

 it
s 

so
ur

ce
s 

of
 fu

nd
in

g 
fro

m
 a

 m
ix

 o
f e

qu
ity

, b
an

k 
de

bt
, b

on
ds

 a
nd

 s
al

e/
fa

rm
-o

ut
 

of
 a

ss
et

s.
 I

n 
th

e 
se

co
nd

 q
ua

rte
r 

of
 2

00
9,

 t
he

 C
om

pa
ny

 s
ol

d 
a 

30
%

 m
in

or
ity

 s
ha

re
 in

 t
he

 s
ub

si
di

ar
y 

N
or

se
 E

ne
rg

y 
do

 B
ra

si
l 

to
 f

un
ds

 m
an

ag
ed

 b
y 

S
ec

to
r 

A
ss

et
 M

an
ag

em
en

t, 
th

e 
C

om
pa

ny
’s

 l
ar

ge
st

 
sh

ar
eh

ol
de

r, 
fo

r 
a 

co
ns

id
er

at
io

n 
of

 U
S

D
 3

0 
m

ill
io

n.
 T

hi
s 

sa
le

 im
pr

ov
ed

 th
e 

C
om

pa
ny

’s
 b

al
an

ce
 s

he
et

 
an

d 
pr

ov
id

ed
 im

pr
ov

ed
 fi

na
nc

ia
l f

le
xi

bi
lit

y 
bo

th
 fo

r t
he

 C
om

pa
ny

 a
nd

 it
s 

B
ra

zi
lia

n 
su

bs
id

ia
ry

. 

Th
e 

bo
nd

ho
ld

er
 a

pp
ro

ve
d 

a 
re

st
ru

ct
ur

in
g 

in
 D

ec
em

be
r 

20
09

 t
ha

t 
pr

ov
id

es
 t

he
 C

om
pa

ny
 t

im
e 

to
 

ca
pi

ta
liz

e 
pr

op
er

ly
 o

n 
its

 h
ug

e 
re

so
ur

ce
 b

as
e.

 T
he

 a
ve

ra
ge

 1
–2

 y
ea

r 
po

st
po

ne
m

en
t 

of
 p

rin
ci

pa
l 

re
pa

ym
en

ts
 w

ill
 p

ro
vi

de
 th

e 
bo

nd
ho

ld
er

s 
w

ith
 a

dd
iti

on
al

 s
ec

ur
ity

. 
In

 a
dd

iti
on

 to
 t

he
 p

os
tp

on
em

en
t o

f 
pr

in
ci

pa
l r

ep
ay

m
en

t, 
th

e 
re

st
ru

ct
ur

in
g 

al
so

 e
nt

ai
ls

 a
 s

te
p-

up
 in

 in
te

re
st

 c
ou

po
n 

an
d 

th
e 

is
su

an
ce

 o
f 

as
so

ci
at

ed
 w

ar
ra

nt
s.

  

Fo
llo

w
in

g 
th

is
 b

on
d 

re
st

ru
ct

ur
in

g,
 th

e 
C

om
pa

ny
 w

ill
 h

av
e 

bo
nd

 lo
an

s 
of

 a
pp

ro
xi

m
at

el
y 

U
S

D
 1

55
 m

ill
io

n 
(a

t 
U

S
D

/N
O

K
 =

 5
.9

0)
, 

of
 w

hi
ch

 1
5%

 w
ill

 b
e 

pa
id

 a
s 

ea
rly

 r
ed

em
pt

io
n 

to
 b

on
dh

ol
de

rs
. 

A
fte

r 
pr

ep
ay

m
en

t, 
bo

nd
 d

eb
t 

pl
ed

ge
d 

to
 t

he
 U

S
 w

ill 
be

 a
pp

ro
xi

m
at

el
y 

U
S

D
 9

0.
2 

m
illi

on
 a

nd
 b

on
d 

de
bt

 
pl

ed
ge

d 
to

 t
he

 B
ra

zi
lia

n 
en

tit
y 

w
ill 

be
 a

pp
ro

xi
m

at
el

y 
U

S
D

 4
1.

3 
m

illi
on

. 
Th

e 
bo

nd
 r

es
tru

ct
ur

in
g 

is
 

su
bj

ec
t t

o 
ce

rta
in

 c
on

di
tio

ns
 p

re
ce

de
nt

 a
nd

 m
us

t b
e 

co
m

pl
et

ed
 p

rio
r t

o 
Ju

ne
 3

0,
 2

01
0 

in
 o

rd
er

 to
 ta

ke
 

ef
fe

ct
. F

or
 fu

rth
er

 d
et

ai
ls

 o
n 

th
es

e 
co

nd
iti

on
s 

pr
ec

ed
en

t, 
re

fe
r t

o 
th

e 
pr

op
os

ed
 a

m
en

dm
en

t d
oc

um
en

ts
 

fo
r e

ac
h 

bo
nd

 lo
an

, a
va

ila
bl

e 
on

 w
w

w
.N

or
se

En
er

gy
.c

om
.

In
 th

e 
U

S
, t

he
 C

om
pa

ny
 u

til
iz

es
 re

se
rv

e 
ba

se
d 

le
nd

in
g 

to
 fu

nd
 th

e 
on

go
in

g 
dr

ill
in

g 
pr

og
ra

m
. A

t t
he

 e
nd

 
of

 2
00

9,
 th

e 
cr

ed
it 

lin
e 

w
as

 U
SD

 2
1.

75
 m

illi
on

, c
la

ss
ifi

ed
 a

s 
cu

rr
en

t d
eb

t. 
Th

e 
U

S
 r

ev
ol

vi
ng

 c
re

di
t i

s 
ba

se
d 

up
on

 e
lig

ib
le

 re
se

rv
es

 th
at

 a
re

 re
qu

ire
d 

to
 b

e 
re

de
te

rm
in

ed
 tw

ic
e 

a 
ye

ar
.  

O
n 

Ja
nu

ar
y 

11
, 

20
10

, 
N

or
se

 E
ne

rg
y 

co
m

pl
et

ed
 a

 p
riv

at
e 

pl
ac

em
en

t 
fo

r 
a 

to
ta

l o
f 

70
,5

88
,2

35
 n

ew
 

sh
ar

es
 a

t 
N

O
K

 4
.2

5 
pe

r 
sh

ar
e,

 d
ire

ct
ed

 t
ow

ar
ds

 N
or

w
eg

ia
n 

an
d 

in
te

rn
at

io
na

l i
ns

tit
ut

io
na

l i
nv

es
to

rs
. 

C
ou

pl
ed

 w
ith

 th
e 

re
ce

nt
 b

on
d 

re
st

ru
ct

ur
in

g,
 th

e 
N

O
K

 3
00

 m
ill

io
n 

sh
ar

e 
is

su
e 

an
d 

th
e 

N
O

K
 3

8.
6 

m
ill

io
n 

re
pa

ir 
is

su
e 

pr
ov

id
e 

th
e 

C
om

pa
ny

 w
ith

 a
 s

tro
ng

 fi
na

nc
ia

l p
os

iti
on

 fr
om

 w
hi

ch
 to

 im
pl

em
en

t i
ts

 g
ro

w
th

 
st

ra
te

gy
. 

Fo
r 

fu
rth

er
 d

et
ai

ls
 o

n 
th

e 
C

om
pa

ny
’s

 b
on

d 
lo

an
s 

an
d 

fu
nd

in
g,

 r
ef

er
 t

o 
no

te
 1

7 
in

 t
he

 c
on

so
lid

at
ed

 
fin

an
ci

al
 s

ta
te

m
en

ts
. 

R
is

k 
Fa

ct
or

s 
Th

e 
C

om
pa

ny
 is

 c
om

m
itt

ed
 t

o 
de

liv
er

 it
s 

pe
rfo

rm
an

ce
 t

hr
ou

gh
 s

af
e 

an
d 

re
lia

bl
e 

op
er

at
io

ns
. 

D
ur

in
g 

20
09

 N
or

se
 E

ne
rg

y 
co

nt
in

ue
d 

th
e 

pr
oc

es
s 

of
 im

pr
ov

in
g 

th
e 

sa
fe

ty
 m

an
ag

em
en

t s
ys

te
m

. A
 c

or
po

ra
te

 
sa

fe
ty

 c
om

m
itt

ee
 is

 n
ow

 m
ee

tin
g 

m
on

th
ly

 a
nd

 c
on

tin
uo

us
ly

 m
on

ito
rs

 th
e 

sa
fe

ty
 p

er
fo

rm
an

ce
. 

Th
er

e 
ar

e 
ce

rta
in

 in
he

re
nt

 ri
sk

 a
nd

 u
nc

er
ta

in
tie

s 
in

 in
ve

st
in

g 
in

 th
e 

C
om

pa
ny

. T
he

 m
ai

n 
fin

an
ci

al
 ri

sk
s 

ar
e 

re
la

te
d 

to
 g

as
 p

ric
es

 in
 th

e 
U

S
, c

ur
re

nc
y 

ra
te

s,
 in

te
re

st
 ra

te
s 

an
d 

co
m

pl
ia

nc
e 

w
ith

 d
eb

tc
ov

en
an

ts
. 
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he
al

th
, s

af
et

y 
an

d 
en

vi
ro

nm
en

ta
l r

eg
ul

at
or

y 
re

qu
ire

m
en

ts
, a

nd
 to

 c
on

du
ct

 it
s 

op
er

at
io

ns
 in

 s
uc

h 
a 

w
ay

 
th

at
 it

 d
oe

s 
no

t h
ar

m
 p

eo
pl

e 
or

 th
e 

en
vi

ro
nm

en
t. 

Th
e 

C
om

pa
ny

’s
 a

ct
iv

iti
es

 in
 N

or
w

ay
 d

o 
no

t 
po

llu
te

 t
he

 e
nv

iro
nm

en
t. 

In
 B

ra
zi

l, 
th

e 
C

om
pa

ny
’s

 2
00

9 
op

er
at

io
ns

 w
er

e 
al

l c
on

du
ct

ed
 in

 li
ce

ns
es

 w
he

re
 t

he
 o

pe
ra

to
r 

ca
rr

ie
s 

th
e 

ph
ys

ic
al

 r
es

po
ns

ib
ili

tie
s 

of
 

op
er

at
in

g 
at

 a
cc

ep
ta

bl
e 

H
S

E
 s

ta
nd

ar
ds

 o
n 

be
ha

lf 
of

 th
e 

lic
en

se
es

. T
o 

th
e 

C
om

pa
ny

’s
 s

at
is

fa
ct

io
n,

 n
o 

ac
ci

de
nt

s 
re

su
lti

ng
 i

n 
lo

ss
 o

f 
hu

m
an

 l
iv

es
 o

r 
da

m
ag

es
 t

o 
in

di
vi

du
al

s 
or

 p
ro

pe
rty

 h
av

e 
be

en
 n

ot
ed

. 
Fu

rth
er

m
or

e,
 to

 th
e 

C
om

pa
ny

’s
 k

no
w

le
dg

e,
 a

ll 
th

e 
op

er
at

io
ns

 w
he

re
 th

e 
C

om
pa

ny
 w

as
 in

vo
lv

ed
 h

av
e 

be
en

 c
on

du
ct

ed
 w

ith
in

 li
m

its
 s

et
 b

y 
ap

pr
ov

ed
 e

nv
iro

nm
en

ta
l r

eg
ul

at
or

y 
au

th
or

iti
es
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 is
 p

ro
ba

bl
e 

th
at

 fu
tu

re
 e

co
no

m
ic

 b
en

ef
its

 a
ss

oc
ia

te
d 

w
ith

 th
e 

ite
m

 w
ill 

flo
w

 t
o 

th
e 

G
ro

up
, 

th
e 

ex
pe

nd
itu

re
 i

s 
ca

pi
ta

liz
ed

. 
In

sp
ec

tio
n 

co
st

s 
as

so
ci

at
ed

 w
ith

 m
aj

or
 

m
ai

nt
en

an
ce

 p
ro

gr
am

s 
ar

e 
ca

pi
ta

liz
ed

 a
nd

 a
m

or
tiz

ed
 o

ve
r t

he
 p

er
io

d 
to

 th
e 

ne
xt

 in
sp

ec
tio

n.
 O

ve
rh

au
l 

co
st

s 
fo

r 
m

aj
or

 m
ai

nt
en

an
ce

 p
ro

gr
am

s 
ar

e 
ex

pe
ns

ed
 a

s 
in

cu
rr

ed
. 

A
ll 

ot
he

r 
m

ai
nt

en
an

ce
 c

os
ts

 a
re

 
ex

pe
ns

ed
 a

s 
in

cu
rr

ed
. 

Im
pa

irm
en

t
A

n 
as

se
ss

m
en

t 
of

 im
pa

irm
en

t 
is

 m
ad

e 
fo

r 
ea

ch
 r

ep
or

tin
g 

pe
rio

d 
or

 w
he

n 
th

er
e 

is
 a

n 
in

di
ca

tio
n 

of
 a

 
re

du
ct

io
n 

in
 v

al
ue

 r
el

at
in

g 
to

 l
ic

en
se

 i
nt

er
es

ts
 a

nd
 e

xp
lo

ra
tio

n 
as

se
ts

 a
nd

 p
ro

pe
rti

es
 a

nd
 f

ie
ld

 
in

ve
st

m
en

ts
. 

If 
an

 a
ss

et
’s

 c
ar

ry
in

g 
am

ou
nt

 i
s 

hi
gh

er
 t

ha
n 

th
e 

as
se

t’s
 r

ec
ov

er
ab

le
 a

m
ou

nt
, 

an
 

im
pa

irm
en

t l
os

s 
w

ill
 b

e 
re

co
gn

iz
ed

 in
 th

e 
in

co
m

e 
st

at
em

en
t. 

In
 th

e 
ca

se
 o

f a
 w

rit
e-

do
w

n,
 th

e 
fa

ir 
va

lu
e 

w
ill 

be
 s

et
 a

t t
he

 h
ig

he
st

 o
f m

ar
ke

t v
al

ue
 a

nd
 v

al
ue

 in
 u

se
. I

f n
o 

m
ar

ke
t v

al
ue

 is
 a

va
ila

bl
e,

 th
e 

fa
ir 

va
lu

e 
is

 s
et

 a
t 

th
e 

ne
t 

di
sc

ou
nt

ed
 f

ut
ur

e 
ca

sh
 f

lo
w

s.
 F

or
 t

he
 o

il 
an

d 
ga

s 
fie

ld
s,

 c
ap

ita
liz

ed
 c

os
ts

 l
es

s 
ac

cu
m

ul
at

ed
 d

ep
re

ci
at

io
n 

ar
e 

co
m

pa
re

d 
w

ith
 th

e 
es

tim
at

ed
 d

is
co

un
te

d 
va

lu
e 

of
 th

e 
ca

sh
 fl

ow
s 

fro
m

 
th

e 
fie

ld
s,

 b
as

ed
 o

n 
m

an
ag

em
en

t’s
 e

xp
ec

ta
tio

ns
 o

f f
ut

ur
e 

re
se

rv
es

 a
s 

w
el

l a
s 

ec
on

om
ic

 a
nd

 o
pe

ra
tin

g 
co

nd
iti

on
s.

 If
 th

e 
di

sc
ou

nt
ed

 v
al

ue
 o

f t
he

 fi
el

d 
is

 lo
w

er
 th

an
 th

e 
bo

ok
 v

al
ue

, t
he

 fi
el

d 
is

 w
rit

te
n 

do
w

n 
to

 
its

 fa
ir 

va
lu

e.
 

In
ta

ng
ib

le
 a

ss
et

s 
su

ch
 a

s 
ca

pi
ta

liz
ed

 e
xp

lo
ra

tio
n 

co
st

s 
an

d 
lic

en
se

 a
cq

ui
si

tio
n 

co
st

s 
ar

e 
su

bj
ec

t 
to

 
m

an
ag

em
en

t 
re

vi
ew

 a
t 

le
as

t 
qu

ar
te

rly
 t

o 
co

nf
irm

 t
ha

t 
th

e 
ca

rry
in

g 
am

ou
nt

 d
oe

s 
no

t 
ex

ce
ed

 t
he

 
re

co
ve

ra
bl

e 
am

ou
nt

. T
he

 e
va

lu
at

io
n 

in
cl

ud
es

 te
ch

ni
ca

l, 
co

m
m

er
ci

al
 a

nd
 m

an
ag

em
en

t r
ev

ie
w

s 
an

d 
th

e 
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R
ev

en
ue

 re
co

gn
iti

on
 

S
al

e 
of

 p
et

ro
le

um
 p

ro
du

ct
s

S
al

e 
of

 p
et

ro
le

um
 p

ro
du

ct
s 

ar
e 

re
co

gn
iz

ed
 a

s 
in

co
m

e 
us

in
g 

th
e 

“e
nt

itl
em

en
t 

m
et

ho
d”

. 
U

nd
er

 t
hi

s 
m

et
ho

d,
 re

ve
nu

e 
is

 re
co

rd
ed

 o
n 

th
e 

ba
si

s 
of

 th
e 

co
m

pa
ny

’s
 p

ro
po

rti
on

at
e 

sh
ar

e 
of

 to
ta

l g
as

 s
ol

d 
fro

m
 

th
e 

af
fe

ct
ed

 w
el

ls
. 

A
 li

ab
ilit

y 
is

 r
ec

or
de

d 
fo

r 
th

e 
sh

ar
e 

of
 t

he
 p

ro
du

ct
io

n 
ow

ne
d 

by
 a

ny
 p

ar
tn

er
s 

or
 

ro
ya

lty
 o

w
ne

rs
 in

 th
e 

pr
op

er
ty

. R
ev

en
ue

 fr
om

 fi
el

ds
 in

 p
ro

du
ct

io
n 

is
 re

co
rd

ed
 n

et
 o

f r
oy

al
tie

s.
  

G
at

he
rin

g 
an

d 
tra

ns
m

is
si

on
 re

ve
nu

e
R

ev
en

ue
 fo

r t
he

 tr
an

sp
or

ta
tio

n 
of

 n
at

ur
al

 g
as

 is
 re

co
gn

iz
ed

 b
as

ed
 o

n 
vo

lu
m

es
 d

el
iv

er
ed

 in
 a

cc
or

da
nc

e 
w

ith
 c

on
tra

ct
ua

l t
er

m
s.

  

E
ne

rg
y 

m
ar

ke
tin

g 
re

ve
nu

e
R

ev
en

ue
 f

ro
m

 t
he

 s
al

e 
an

d 
m

ar
ke

tin
g 

of
 g

as
 is

 r
ec

og
ni

ze
d 

in
 t

he
 p

er
io

d 
in

 w
hi

ch
 t

he
 c

om
m

od
ity

 is
 

de
liv

er
ed

 to
 c

us
to

m
er

s.
 S

al
es

 r
ev

en
ue

s 
an

d 
pu

rc
ha

se
s 

re
la

te
d 

to
 th

e 
sa

le
 a

nd
 m

ar
ke

tin
g 

of
 g

as
 a

re
 

re
co

rd
ed

 g
ro

ss
, 

as
 t

he
 e

nt
ity

 t
ak

es
 t

itl
e 

to
 t

he
 g

as
 it

 b
uy

s 
an

d 
be

ar
s 

th
e 

ris
ks

 a
ss

oc
ia

te
d 

w
ith

 t
he

 
tra

di
ng

 c
yc

le
 s

uc
h 

as
 m

ar
ke

tin
g 

ris
k 

an
d 

cr
ed

it 
ris

k.
 

In
co

m
e 

ta
x 

In
co

m
e 

ta
x 

ex
pe

ns
e 

re
pr

es
en

ts
 th

e 
su

m
 o

f t
he

 ta
x 

cu
rre

nt
ly

 p
ay

ab
le

 a
nd

 d
ef

er
re

d 
ta

x.
 

C
ur

re
nt

 ta
x

Th
e 

ta
x 

cu
rre

nt
ly

 p
ay

ab
le

 is
 b

as
ed

 o
n 

ta
xa

bl
e 

pr
of

it 
fo

r t
he

 y
ea

r. 

D
ef

er
re

d 
ta

x
D

ef
er

re
d 

ta
x 

is
 re

co
gn

iz
ed

 o
n 

di
ffe

re
nc

es
 b

et
w

ee
n 

th
e 

ca
rr

yi
ng

 a
m

ou
nt

s 
of

 a
ss

et
s 

an
d 

lia
bi

lit
ie

s 
in

 th
e 

fin
an

ci
al

 s
ta

te
m

en
ts

 a
nd

 th
e 

co
rr

es
po

nd
in

g 
ta

x 
ba

se
 u

se
d 

in
 th

e 
co

m
pu

ta
tio

n 
of

 ta
xa

bl
e 

pr
of

it 
an

d 
is

 
ac

co
un

te
d 

fo
r u

si
ng

 th
e 

as
se

t a
nd

 li
ab

ilit
y 

m
et

ho
d.

 D
ef

er
re

d 
ta

x 
lia

bi
lit

ie
s 

ar
e 

ge
ne

ra
lly

 re
co

gn
iz

ed
 fo

r 
al

l t
ax

ab
le

 te
m

po
ra

ry
 d

iff
er

en
ce

s,
 a

nd
 d

ef
er

re
d 

ta
x 

as
se

ts
 a

re
 g

en
er

al
ly

 r
ec

og
ni

ze
d 

fo
r 

al
l d

ed
uc

tib
le

 
te

m
po

ra
ry

 d
iff

er
en

ce
s 

to
 t

he
 e

xt
en

t 
th

at
 i

t 
is

 p
ro

ba
bl

e 
th

at
 t

ax
ab

le
 p

ro
fit

s 
w

ill 
be

 a
va

ila
bl

e 
ag

ai
ns

t 
w

hi
ch

 t
ho

se
 d

ed
uc

tib
le

 t
em

po
ra

ry
 d

iff
er

en
ce

s 
ca

n 
be

 u
til

iz
ed

. 
S

uc
h 

as
se

ts
 a

nd
 l

ia
bi

lit
ie

s 
ar

e 
no

t 
re

co
gn

iz
ed

 if
 th

e 
te

m
po

ra
ry

 d
iff

er
en

ce
 a

ris
es

 fr
om

 g
oo

dw
ill 

or
 fr

om
 th

e 
in

iti
al

 re
co

gn
iti

on
 (o

th
er

 th
an

 in
 

a 
bu

si
ne

ss
 c

om
bi

na
tio

n)
 o

f o
th

er
 a

ss
et

s 
an

d 
lia

bi
lit

ie
s 

in
 a

 tr
an

sa
ct

io
n 

th
at

 a
ffe

ct
s 

ne
ith

er
 th

e 
ta

xa
bl

e 
pr

of
it 

no
r t

he
 a

cc
ou

nt
in

g 
pr

of
it.

 

D
ef

er
re

d 
ta

x 
lia

bi
lit

ie
s 

ar
e 

re
co

gn
iz

ed
 fo

r t
ax

ab
le

 te
m

po
ra

ry
 d

iff
er

en
ce

s 
as

so
ci

at
ed

 w
ith

 in
ve

st
m

en
ts

 in
 

su
bs

id
ia

rie
s 

an
d 

as
so

ci
at

es
, a

nd
 in

te
re

st
s 

in
 jo

in
tly

 c
on

tro
lle

d 
as

se
ts

 a
nd

 jo
in

t v
en

tu
re

s,
 e

xc
ep

t w
he

re
 

th
e 

gr
ou

p 
is

 a
bl

e 
to

 c
on

tro
l 

th
e 

re
ve

rs
al

 o
f 

th
e 

te
m

po
ra

ry
 d

iff
er

en
ce

 a
nd

 i
t 

is
 p

ro
ba

bl
e 

th
at

 t
he

 
te

m
po

ra
ry

 d
iff

er
en

ce
 w

ill 
no

t 
re

ve
rs

e 
in

 t
he

 f
or

es
ee

ab
le

 f
ut

ur
e.

 D
ef

er
re

d 
ta

x 
as

se
ts

 a
ris

in
g 

fro
m

 
de

du
ct

ib
le

 te
m

po
ra

ry
 d

iff
er

en
ce

s 
as

so
ci

at
ed

 w
ith

 s
uc

h 
in

ve
st

m
en

ts
 a

nd
 in

te
re

st
s 

ar
e 

on
ly

 r
ec

og
ni

ze
d 

to
 th

e 
ex

te
nt

 th
at

 it
 is

 p
ro

ba
bl

e 
th

at
 th

er
e 

w
ill 

be
 s

uf
fic

ie
nt

 ta
xa

bl
e 

pr
of

its
 a

ga
in

st
 w

hi
ch

 to
 u

til
iz

e 
th

e 
be

ne
fit

s 
of

 th
e 

te
m

po
ra

ry
 d

iff
er

en
ce

s 
an

d 
th

ey
 a

re
 e

xp
ec

te
d 

to
 re

ve
rs

e 
in

 th
e 

fo
re

se
ea

bl
e 

fu
tu

re
. 

C
ur

re
nt

 a
nd

 d
ef

er
re

d 
ta

x 
fo

r t
he

 p
er

io
d

C
ur

re
nt

 a
nd

 d
ef

er
re

d 
ta

x 
ar

e 
re

co
gn

iz
ed

 a
s 

ex
pe

ns
e 

or
 in

co
m

e 
in

 th
e 

in
co

m
e 

st
at

em
en

t, 
ex

ce
pt

 w
he

n 
th

ey
 r

el
at

e 
to

 it
em

s 
re

co
gn

iz
ed

 d
ire

ct
ly

 to
 e

qu
ity

, i
n 

w
hi

ch
 c

as
e 

th
e 

ta
x 

is
 a

ls
o 

re
co

gn
iz

ed
 d

ire
ct

ly
 in

 
eq

ui
ty

, 
or

 w
he

re
 t

he
y 

ar
is

e 
fro

m
 t

he
 in

iti
al

 a
cc

ou
nt

in
g 

fo
r 

a 
bu

si
ne

ss
 c

om
bi

na
tio

n.
 I

n 
th

e 
ca

se
 o

f 
a 

bu
si

ne
ss

 c
om

bi
na

tio
n,

 t
he

 t
ax

 e
ffe

ct
 is

 t
ak

en
 in

to
 a

cc
ou

nt
 in

 c
al

cu
la

tin
g 

go
od

w
ill 

or
 d

et
er

m
in

in
g 

th
e 

ex
ce

ss
 o

f N
or

se
 E

ne
rg

y’
s 

in
te

re
st

 in
 th

e 
ne

t f
ai

r 
va

lu
e 

of
 th

e 
ac

qu
ire

e’
s 

id
en

tif
ia

bl
e 

as
se

ts
, l

ia
bi

lit
ie

s 
an

d 
co

nt
in

ge
nt

 li
ab

ilit
ie

s 
ov

er
 c

os
t. 

Ea
rn

in
gs

 p
er

 s
ha

re
 

E
ar

ni
ng

s 
pe

r 
sh

ar
e 

is
 c

al
cu

la
te

d 
us

in
g 

ea
rn

in
gs

 f
or

 t
he

 p
er

io
d 

di
vi

de
d 

by
 t

he
 w

ei
gh

te
d 

av
er

ag
e 

nu
m

be
r o

f s
ha

re
s 

ou
ts

ta
nd

in
g 

du
rin

g 
th

e 
pe

rio
d.

 W
he

n 
ca

lc
ul

at
in

g 
th

e 
di

lu
te

d 
ea

rn
in

gs
 p

er
 s

ha
re

, t
he

 
ea

rn
in

gs
 th

at
 is

 d
ue

 to
 th

e 
or

di
na

ry
 s

ha
re

ho
ld

er
s 

of
 th

e 
pa

re
nt

 a
nd

 th
e 

w
ei

gh
te

d 
av

er
ag

e 
nu

m
be

r 
of

 
or

di
na

ry
 s

ha
re

s 
ou

ts
ta

nd
in

g 
ar

e 
ad

ju
st

ed
 f

or
 t

he
 d

ilu
tio

n 
ef

fe
ct

s 
re

la
tin

g 
to

 w
ar

ra
nt

s 
an

d 
em

pl
oy

ee
 

sh
ar

e 
op

tio
ns

. 
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R
ec

ei
va

bl
es

 
R

ec
ei

va
bl

es
 a

re
 m

ea
su

re
d 

at
 a

m
or

tiz
ed

 c
os

t u
si

ng
 th

e 
ef

fe
ct

iv
e 

in
te

re
st

 m
et

ho
d,

 le
ss

 a
ny

 im
pa

irm
en

t. 
In

te
re

st
 in

co
m

e 
is

 re
co

gn
iz

ed
 b

y 
ap

pl
yi

ng
 th

e 
ef

fe
ct

iv
e 

in
te

re
st

 ra
te

, e
xc

ep
t f

or
 s

ho
rt 

te
rm

 re
ce

iv
ab

le
s 

w
he

n 
th

e 
re

co
gn

iti
on

 o
f i

nt
er

es
t i

nc
om

e 
w

ou
ld

 b
e 

im
m

at
er

ia
l. 

In
ve

nt
or

y 
In

ve
nt

or
y 

co
ns

is
ts

 o
f 

cr
ud

e 
oi

l 
an

d 
is

 v
al

ue
d 

at
 l

ow
er

 o
f 

pr
od

uc
tio

n 
co

st
 a

nd
 n

et
 r

ea
liz

ab
le

 v
al

ue
. 

P
ro

du
ct

io
n 

co
st

 c
on

si
st

s 
of

 c
os

t o
f d

ire
ct

 m
at

er
ia

l, 
la

bo
r a

nd
 a

 p
ro

po
rti

on
 o

f c
or

po
ra

te
 o

ve
rh

ea
d 

co
st

. 
N

et
 r

ea
liz

ab
le

 v
al

ue
 is

 th
e 

es
tim

at
ed

 s
el

lin
g 

pr
ic

e 
in

 th
e 

or
di

na
ry

 c
ou

rs
e 

of
 b

us
in

es
s,

 le
ss

 e
st

im
at

ed
 

se
llin

g 
ex

pe
ns

es
. 

Eq
ui

ty
 

Tr
ea

su
ry

 s
ha

re
s

Th
e 

pa
r v

al
ue

 o
f t

re
as

ur
y 

sh
ar

es
 is

 p
re

se
nt

ed
 in

 th
e 

ba
la

nc
e 

sh
ee

t a
s 

a 
ne

ga
tiv

e 
eq

ui
ty

 e
le

m
en

t. 
Th

e 
pu

rc
ha

se
 p

ric
e 

in
 e

xc
es

s 
of

 t
he

 p
ar

 v
al

ue
 i

s 
re

co
gn

iz
ed

 i
n 

ot
he

r 
eq

ui
ty

. 
G

ai
ns

 a
nd

 l
os

se
s 

on
 

tra
ns

ac
tio

ns
 in

vo
lv

in
g 

N
or

se
 E

ne
rg

y'
s 

sh
ar

es
 a

re
 n

ot
 re

co
gn

iz
ed

 in
 th

e 
in

co
m

e 
st

at
em

en
t. 

 

C
os

ts
 o

f e
qu

ity
 tr

an
sa

ct
io

ns
Tr

an
sa

ct
io

n 
co

st
s 

re
la

tin
g 

to
 a

n 
eq

ui
ty

 tr
an

sa
ct

io
n 

ar
e 

re
co

gn
iz

ed
 d

ire
ct

ly
 in

 e
qu

ity
 a

fte
r d

ed
uc

tin
g 

ta
x 

ex
pe

ns
es

. 
O

nl
y 

tra
ns

ac
tio

n 
co

st
s 

di
re

ct
ly

 li
nk

ed
 t

o 
th

e 
eq

ui
ty

 t
ra

ns
ac

tio
n 

ar
e 

re
co

gn
iz

ed
 d

ire
ct

ly
 in

 
eq

ui
ty

.

C
as

h-
flo

w
 h

ed
ge

s
C

as
h-

flo
w

 h
ed

ge
s 

re
pr

es
en

t 
th

e 
to

ta
l n

et
 c

ha
ng

e 
in

 t
he

 f
ai

r 
va

lu
e 

of
 t

he
 c

as
h-

flo
w

 h
ed

ge
 u

nt
il 

th
e 

he
dg

ed
 c

as
h 

flo
w

 a
ris

es
 o

r i
s 

no
 lo

ng
er

 e
xp

ec
te

d 
to

 a
ris

e.
  

Lo
an

s 
Lo

an
s 

ar
e 

re
co

gn
iz

ed
 a

t 
th

e 
am

ou
nt

 r
ec

ei
ve

d,
 n

et
 o

f 
tra

ns
ac

tio
n 

co
st

s.
 T

he
 l

oa
ns

 a
re

 t
he

re
af

te
r 

re
co

gn
iz

ed
 a

t a
m

or
tiz

ed
 c

os
ts

 u
si

ng
 th

e 
ef

fe
ct

iv
e 

in
te

re
st

 ra
te

 m
et

ho
d,

 w
ith

 th
e 

di
ffe

re
nc

e 
be

tw
ee

n 
th

e 
ne

t 
am

ou
nt

 r
ec

ei
ve

d 
an

d 
th

e 
re

de
m

pt
io

n 
va

lu
e 

be
in

g 
re

co
gn

iz
ed

 in
 t

he
 in

co
m

e 
st

at
em

en
t 

ov
er

 t
he

 
te

rm
 o

f t
he

 lo
an

. 

Th
e 

G
ro

up
 h

as
 b

on
d 

lo
an

s 
w

ith
 d

et
ac

ha
bl

e 
w

ar
ra

nt
s 

th
at

 a
re

 d
en

om
in

at
ed

 in
 U

S
D

. T
he

 w
ar

ra
nt

s 
ar

e 
se

ttl
ed

 i
n 

N
O

K
. 

Th
e 

IF
R

S
 d

ef
in

iti
on

 o
f 

an
 e

qu
ity

 i
ns

tru
m

en
t 

ha
s 

no
t 

be
en

 m
et

. 
A

s 
a 

re
su

lt,
 t

he
se

 
w

ar
ra

nt
s 

ha
ve

 b
ee

n 
cl

as
si

fie
d 

as
 a

 li
ab

ilit
y.

 T
he

 w
ar

ra
nt

s 
ar

e 
ad

ju
st

ed
 to

 fa
ir 

va
lu

e 
at

 e
ac

h 
re

po
rti

ng
 

da
te

 w
ith

 a
 c

or
re

sp
on

di
ng

 c
ha

rg
e 

to
 th

e 
in

co
m

e 
st

at
em

en
t. 

A
n 

ex
ch

an
ge

 o
f 

bo
nd

s 
w

ith
 s

ub
st

an
tia

lly
 d

iff
er

en
t 

te
rm

s 
or

 a
 s

ub
st

an
tia

l 
m

od
ifi

ca
tio

n 
of

 t
er

m
s 

is
 

ac
co

un
te

d 
fo

r a
s 

an
 e

xt
in

gu
is

hm
en

t o
f t

he
 o

rig
in

al
 fi

na
nc

ia
l l

ia
bi

lit
y 

an
d 

re
co

gn
iti

on
 o

f t
he

 n
ew

 fi
na

nc
ia

l 
lia

bi
lit

y.
 C

ha
ng

e 
of

 c
ur

re
nc

y 
in

 th
e 

bo
nd

s 
is

 c
on

si
de

re
d 

a 
su

bs
ta

nt
ia

l m
od

ifi
ca

tio
n.

 

A
ss

et
 re

tir
em

en
t o

bl
ig

at
io

n 
N

et
 p

re
se

nt
 v

al
ue

 o
f t

he
 e

st
im

at
ed

 a
ss

et
 re

tir
em

en
t o

bl
ig

at
io

n 
is

 re
co

gn
iz

ed
 a

s 
so

on
 a

s 
th

e 
ob

lig
at

io
n 

to
 d

is
m

an
tle

 a
nd

 r
em

ov
e 

pr
od

uc
tio

n 
as

se
ts

, 
pi

pe
lin

es
 a

nd
 o

th
er

 i
ns

ta
lla

tio
ns

 i
s 

in
cu

rr
ed

. 
Th

e 
co

rr
es

po
nd

in
g 

co
st

 o
f 

th
e 

re
tir

em
en

t 
ob

lig
at

io
n 

is
 c

ap
ita

liz
ed

 a
s 

pa
rt 

of
 t

he
 f

ie
ld

 i
nv

es
tm

en
ts

 a
nd

 
de

pl
et

ed
. T

he
 a

ss
et

 r
et

ire
m

en
t o

bl
ig

at
io

n 
is

 a
cc

re
te

d 
to

 th
e 

lia
bi

lit
y,

 w
ith

 th
e 

ac
cr

et
io

n 
of

 th
e 

di
sc

ou
nt

 
be

in
g 

cl
as

si
fie

d 
as

 p
ro

du
ct

io
n 

co
st

s.
 

Pr
ov

is
io

ns
 

P
ro

vi
si

on
s 

ar
e 

re
co

gn
iz

ed
 w

he
n 

th
e 

G
ro

up
 h

as
 a

 p
re

se
nt

 o
bl

ig
at

io
n 

(le
ga

l o
r 

co
ns

tru
ct

iv
e)

 a
s 

a 
re

su
lt 

of
 a

 p
as

t 
ev

en
t, 

it 
is

 p
ro

ba
bl

e 
th

at
 a

n 
ou

tfl
ow

 o
f 

re
so

ur
ce

s 
em

bo
dy

in
g 

ec
on

om
ic

 b
en

ef
its

 w
ill

 b
e 

re
qu

ire
d 

to
 s

et
tle

 th
e 

ob
lig

at
io

n 
an

d 
a 

re
lia

bl
e 

es
tim

at
e 

ca
n 

be
 m

ad
e 

of
 th

e 
am

ou
nt

 o
f t

he
 o

bl
ig

at
io

n.
 

W
he

re
 th

e 
G

ro
up

 e
xp

ec
ts

 s
om

e 
or

 a
ll 

of
 p

ro
vi

si
on

 to
 b

e 
re

im
bu

rs
ed

, f
or

 e
xa

m
pl

e 
un

de
r 

an
 in

su
ra

nc
e 

co
nt

ra
ct

, 
th

e 
re

im
bu

rs
em

en
t 

is
 r

ec
og

ni
ze

d 
as

 a
 s

ep
ar

at
e 

as
se

t 
bu

t 
on

ly
 w

he
n 

th
e 

re
im

bu
rs

em
en

t 
is

 
vi

rtu
al

ly
 c

er
ta

in
. T

he
 e

xp
en

se
 re

la
tin

g 
to

 a
ny

 p
ro

vi
si

on
 is

 re
co

gn
iz

ed
 th

ro
ug

h 
pr

of
it 

an
d 

lo
ss

 n
et

 o
f a

ny
 

re
im

bu
rs

em
en

t. 
If 

th
e 

ef
fe

ct
 o

f t
he

 ti
m

e 
va

lu
e 

of
 m

on
ey

 is
 m

at
er

ia
l, 

pr
ov

is
io

ns
 a

re
 d

is
co

un
te

d 
us

in
g 

a 
cu

rre
nt

 p
re

-ta
x 

ra
te

 th
at

 re
fle

ct
s,

 w
he

re
 a

pp
ro

pr
ia

te
, t

he
 ri

sk
s 

sp
ec

ifi
c 

to
 th

e 
lia

bi
lit

y.
 W

he
re

 d
is

co
un

tin
g 

is
 u

se
d,

 th
e 

in
cr

ea
se

 in
 th

e 
pr

ov
is

io
n 

du
e 

to
 th

e 
pa

ss
ag

e 
of

 ti
m

e 
is

 r
ec

og
ni

ze
d 

as
 in

te
re

st
 e

xp
en

se
. 

Th
e 

pr
es

en
t o

bl
ig

at
io

n 
un

de
r o

ne
ro

us
 c

on
tra

ct
s 

ar
e 

re
co

gn
iz

ed
 a

s 
pr

ov
is

io
ns

. 
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as
se

ss
m

en
t o

f w
he

th
er

 p
la

ns
 fo

r f
ut

ur
e 

dr
illi

ng
 in

 th
e 

lic
en

se
 e

xi
st

s 
or

 w
he

th
er

 a
 d

ev
el

op
m

en
t d

ec
is

io
n 

is
 p

la
nn

ed
 in

 th
e 

ne
ar

 fu
tu

re
. W

he
n 

th
is

 is
 n

o 
lo

ng
er

 th
e 

ca
se

, t
he

 c
os

ts
 a

re
 w

rit
te

n 
of

f. 

A
 p

re
vi

ou
sl

y 
re

co
gn

iz
ed

 im
pa

irm
en

t l
os

s 
is

 re
ve

rs
ed

 o
nl

y 
if 

th
er

e 
ha

s 
be

en
 a

 c
ha

ng
e 

in
 th

e 
es

tim
at

es
 

us
ed

 to
 d

et
er

m
in

e 
th

e 
re

co
ve

ra
bl

e 
am

ou
nt

, h
ow

ev
er

 n
ot

 to
 a

n 
ex

te
nt

 g
re

at
er

 th
an

 th
e 

ca
rr

yi
ng

 a
m

ou
nt

 
th

at
 w

ou
ld

 h
av

e 
ha

d,
 if

 n
o 

im
pa

irm
en

t 
lo

ss
 h

ad
 b

ee
n 

re
co

gn
iz

ed
 in

 p
rio

r 
ye

ar
s.

 S
uc

h 
re

ve
rs

al
s 

ar
e 

re
co

gn
iz

ed
 in

 th
e 

pr
of

it 
an

d 
lo

ss
 a

cc
ou

nt
. 

Le
as

in
g 

Th
e 

G
ro

up
 is

 le
as

in
g 

ce
rta

in
 a

ss
et

s 
w

hi
ch

 m
os

t o
f t

he
 ri

sk
 a

nd
 re

tu
rn

 a
ss

oc
ia

te
d 

w
ith

 th
e 

ow
ne

rs
hi

p 
of

 
th

e 
as

se
ts

 h
av

e 
no

t b
ee

n 
tra

ns
fe

rr
ed

. T
he

 le
as

es
 a

re
 c

la
ss

ifi
ed

 a
s 

op
er

at
in

g 
le

as
es

 a
nd

 re
co

gn
iz

ed
 in

 
th

e 
in

co
m

e 
st

at
em

en
t. 

D
er

iv
at

iv
es

 a
nd

 h
ed

ge
 a

cc
ou

nt
in

g 
D

er
iv

at
iv

es
 a

re
 r

ec
or

de
d 

in
 th

e 
ba

la
nc

e 
sh

ee
t a

t t
he

ir 
fa

ir 
va

lu
e 

as
 e

ith
er

 a
ss

et
s 

or
 li

ab
ilit

ie
s.

 T
yp

ic
al

 
de

riv
at

iv
es

 fo
r 

th
e 

co
m

pa
ny

 in
cl

ud
e 

fo
rw

ar
d 

sa
le

s 
of

 n
at

ur
al

 g
as

, o
il 

pu
t o

pt
io

ns
 a

nd
 c

ur
re

nc
y 

sw
ap

s.
 

A
dj

us
tm

en
ts

 in
 t

he
 f

ai
r 

va
lu

e 
of

 t
he

 d
er

iv
at

iv
es

 a
re

 r
ef

le
ct

ed
 in

 t
he

 c
ur

re
nt

 p
er

io
d’

s 
pr

of
it 

an
d 

lo
ss

, 
un

le
ss

 th
e 

co
nt

ra
ct

 q
ua

lif
ie

s 
fo

r c
as

h 
flo

w
 h

ed
ge

 a
cc

ou
nt

in
g.

 

N
or

se
 E

ne
rg

y’
s 

cr
ite

ria
 fo

r c
la

ss
ify

in
g 

a 
de

riv
at

iv
e 

as
 a

 c
as

h-
flo

w
 h

ed
ge

 a
re

 a
s 

fo
llo

w
s:

 (1
) T

he
 h

ed
ge

 
is

 e
xp

ec
te

d 
to

 b
e 

ef
fe

ct
iv

e 
in

 th
at

 it
 c

ou
nt

er
ac

ts
 c

ha
ng

es
 in

 th
e 

fa
ir 

va
lu

e 
of

 a
n 

id
en

tif
ie

d 
as

se
t o

r c
as

h 
flo

w
s 

fro
m

 fo
rth

co
m

in
g 

tra
ns

ac
tio

ns
 –

 a
 h

ed
gi

ng
 e

ffi
ci

en
cy

 w
ith

in
 th

e 
ra

ng
e 

of
 8

0–
12

5%
 is

 e
xp

ec
te

d,
 

(2
) 

th
e 

ef
fe

ct
iv

en
es

s 
of

 t
he

 h
ed

ge
 c

an
 b

e 
re

lia
bl

y 
m

ea
su

re
d,

 (
3)

 t
he

re
 i

s 
ad

eq
ua

te
 d

oc
um

en
ta

tio
n 

w
he

n 
th

e 
he

dg
e 

is
 e

nt
er

ed
 in

to
 th

at
 th

e 
he

dg
e 

is
 e

ffe
ct

iv
e,

 (
4)

 fo
r 

ca
sh

-fl
ow

 h
ed

ge
s,

 th
e 

fo
rth

co
m

in
g 

tra
ns

ac
tio

n 
m

us
t b

e 
pr

ob
ab

le
, a

nd
 (5

) t
he

 h
ed

ge
 is

 e
va

lu
at

ed
 re

gu
la

rly
 a

nd
 h

as
 p

ro
ve

n 
to

 b
e 

ef
fe

ct
iv

e.
 

C
ha

ng
es

 in
 th

e 
fa

ir 
va

lu
e 

of
 a

 h
ed

gi
ng

 in
st

ru
m

en
t t

ha
t m

ee
t t

he
 c

rit
er

ia
 fo

r c
as

h 
flo

w
 h

ed
ge

 a
cc

ou
nt

in
g 

ar
e 

ta
ke

n 
di

re
ct

ly
 to

 e
qu

ity
. T

he
 in

ef
fe

ct
iv

e 
pa

rt 
of

 th
e 

he
dg

in
g 

in
st

ru
m

en
t i

s 
re

co
gn

iz
ed

 d
ire

ct
ly

 in
 th

e 
in

co
m

e 
st

at
em

en
t. 

If 
th

e 
he

dg
e 

of
 a

 c
as

h 
flo

w
 re

su
lts

 in
 a

n 
as

se
t o

r l
ia

bi
lit

y 
be

in
g 

re
co

gn
iz

ed
, a

ll 
fo

rm
er

 g
ai

ns
 a

nd
 lo

ss
es

 
re

co
gn

iz
ed

 d
ire

ct
ly

 in
 e

qu
ity

 a
re

 tr
an

sf
er

re
d 

fro
m

 e
qu

ity
 a

nd
 in

cl
ud

ed
 in

 th
e 

in
iti

al
 m

ea
su

re
m

en
t o

f t
he

 
as

se
t o

r l
ia

bi
lit

y.
 F

or
 o

th
er

 c
as

h-
flo

w
 h

ed
ge

s,
 g

ai
ns

 a
nd

 lo
ss

es
 re

co
gn

iz
ed

 d
ire

ct
ly

 in
 e

qu
ity

 a
re

 ta
ke

n 
to

 th
e 

in
co

m
e 

st
at

em
en

t i
n 

th
e 

sa
m

e 
pe

rio
d 

as
 th

e 
ca

sh
 fl

ow
 w

hi
ch

 c
om

pr
is

es
 th

e 
he

dg
ed

 o
bj

ec
t i

s 
re

co
gn

iz
ed

 in
 th

e 
in

co
m

e 
st

at
em

en
t. 

If 
th

e 
he

dg
e 

no
 lo

ng
er

 m
ee

ts
 t

he
 c

rit
er

ia
 f

or
 c

as
h-

flo
w

 h
ed

ge
 a

cc
ou

nt
in

g,
 t

he
 h

ed
ge

 a
cc

ou
nt

in
g 

is
 

di
sc

on
tin

ue
d.

 T
he

 c
um

ul
at

iv
e 

ga
in

 o
r 

lo
ss

 o
n 

th
e 

he
dg

in
g 

in
st

ru
m

en
t 

re
co

gn
iz

ed
 d

ire
ct

ly
 i

n 
eq

ui
ty

 
re

m
ai

ns
 s

ep
ar

at
el

y 
re

co
gn

iz
ed

 in
 e

qu
ity

 u
nt

il 
th

e 
fo

re
ca

st
 tr

an
sa

ct
io

n 
oc

cu
rs

. 

If 
th

e 
he

dg
ed

 tr
an

sa
ct

io
n 

is
 n

o 
lo

ng
er

 e
xp

ec
te

d 
to

 o
cc

ur
, a

ny
 p

re
vi

ou
sl

y 
ac

cu
m

ul
at

ed
 g

ai
n 

or
 lo

ss
 o

n 
th

e 
he

dg
in

g 
in

st
ru

m
en

t t
ha

t h
as

 b
ee

n 
re

co
gn

iz
ed

 d
ire

ct
ly

 in
 e

qu
ity

 w
ill 

be
 re

co
gn

iz
ed

 in
 p

ro
fit

 o
r l

os
s.

 

Sh
ar

e 
op

tio
ns

 g
ra

nt
ed

 to
 e

m
pl

oy
ee

s 
Th

e 
G

ro
up

 h
as

 a
n 

eq
ui

ty
-s

et
tle

d 
st

oc
k 

op
tio

n 
pr

og
ra

m
. 

Th
e 

co
st

 o
f 

eq
ui

ty
-s

et
tle

d 
tra

ns
ac

tio
ns

 w
ith

 
em

pl
oy

ee
s 

is
 m

ea
su

re
d 

by
 re

fe
re

nc
e 

to
 th

e 
fa

ir 
va

lu
e 

at
 th

e 
da

te
 a

t w
hi

ch
 th

ey
 a

re
 g

ra
nt

ed
. T

he
 c

os
t 

of
 e

qu
ity

-s
et

tle
d 

tra
ns

ac
tio

ns
 is

 re
co

gn
iz

ed
, t

og
et

he
r w

ith
 a

 c
or

re
sp

on
di

ng
 in

cr
ea

se
 in

 e
qu

ity
, o

ve
r t

he
 

pe
rio

d 
in

 w
hi

ch
 t

he
 p

er
fo

rm
an

ce
 c

on
di

tio
ns

 a
re

 f
ul

fil
le

d,
 e

nd
in

g 
on

 t
he

 d
at

e 
on

 w
hi

ch
 t

he
 r

el
ev

an
t 

em
pl

oy
ee

s 
be

co
m

e 
fu

lly
 e

nt
itl

ed
 to

 th
e 

aw
ar

d 
(v

es
tin

g 
da

te
). 

Pe
ns

io
n 

ex
pe

ns
es

 
A

ll 
em

pl
oy

ee
s 

in
 N

or
w

ay
 a

nd
 th

e 
U

S 
ar

e 
or

ga
ni

ze
d 

un
de

r a
 d

ef
in

ed
 c

on
tri

bu
tio

n 
pl

an
 in

 w
hi

ch
 p

en
si

on
 

fu
nd

 c
on

tri
bu

tio
ns

 a
re

 c
ha

rg
ed

 to
 p

ro
fit

 u
po

n 
pa

ym
en

t. 
Th

er
e 

is
 n

o 
pe

ns
io

n 
pl

an
 fo

r t
he

 e
m

pl
oy

ee
s 

in
 

B
ra

zi
l. 

C
as

h 
an

d 
ca

sh
 e

qu
iv

al
en

ts
 

C
as

h 
an

d 
ca

sh
 e

qu
iv

al
en

ts
 c

on
si

st
 o

f 
ca

sh
, 

de
m

an
d 

de
po

si
ts

 a
nd

 h
ig

hl
y 

liq
ui

d 
fin

an
ci

al
 in

st
ru

m
en

ts
 

w
ith

 a
n 

or
ig

in
al

 m
at

ur
ity

 o
f t

hr
ee

 m
on

th
s 

or
 le

ss
 a

fte
r t

he
 p

ur
ch

as
e 

da
te

.  
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N
ot

e 
8.

 In
co

m
e 

ta
x 

 
N

ot
e 

10
. L

ic
en

se
 in
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ot
 m

ak
e 

an
y 

di
vi

de
nd

 
pa

ym
en

ts
, s

ha
re

s 
re

pu
rc

ha
se

s,
 o

r 
m

ak
e 

an
y 

ot
he

r 
di

st
rib

ut
io

ns
 th

at
 c

on
st

itu
te

s 
m

or
e 

th
an

 5
0%

 o
f 

ne
t p

ro
fit

s 
af

te
r t

ax
es

. 
• 

To
ta

l 
eq

ui
ty

 s
ha

ll 
co

ns
tit

ut
e 

at
 l

ea
st

 3
0%

 o
f 

“C
ap

ita
l 

em
pl

oy
ed

” 
in

 t
he

 p
ar

en
t 

co
m

pa
ny

. 
“C

ap
ita

l 
em

pl
oy

ed
” 

is
 d

ef
in

ed
 a

s 
N

or
se

 E
ne

rg
y’

s 
to

ta
l e

qu
ity

 p
lu

s 
in

te
re

st
 b

ea
rin

g 
de

bt
, 

in
cl

ud
in

g 
fin

an
ci

al
 

in
st

ru
m

en
ts

 t
ha

t 
ha

ve
 t

he
 c

om
m

er
ci

al
 e

ffe
ct

 o
f 

bo
rr

ow
in

g,
 i

nc
lu

di
ng

 g
ua

ra
nt

ee
s 

an
d 

le
as

in
g 

co
m

m
itm

en
ts

.  

Th
e 

G
ro

up
 w

as
 in

 c
om

pl
ia

nc
e 

w
ith

 th
e 

lo
an

 c
ov

en
an

ts
 a

s 
of

 D
ec

em
be

r 3
1,

 2
00

9.
 

U
S

D
 7

5 
m

illi
on

 b
on

d 
lo

an
 (“

N
EC

 0
2”

)
In

 2
00

6,
 N

or
se

 E
ne

rg
y 

is
su

ed
 U

SD
 7

5 
m

ill
io

n 
fiv

e 
ye

ar
 b

on
d 

no
te

s.
 T

he
 n

ot
es

 a
re

 u
ns

ec
ur

ed
, m

at
ur

e 
on

 J
ul

y 
14

, 2
01

1,
 w

ith
 a

 fi
xe

d 
co

up
on

 ra
te

 o
f 6

.5
%

 p
.a

. T
he

 e
ffe

ct
iv

e 
in

te
re

st
 ra

te
 is

 1
2%

 a
s 

th
e 

va
lu

e 
of

 t
he

 w
ar

ra
nt

s 
an

d 
th

e 
ca

pi
ta

liz
ed

 t
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ns
ac

tio
n 

co
st

s 
ar

e 
am

or
tiz

ed
 o

ve
r 

th
e 

lif
e 

of
 t

he
 b

on
ds

. 
Th

e 
bo

nd
s 

ar
e 

lis
te

d 
on

 th
e 

O
SE

 u
nd

er
 th

e 
tic

ke
r c

od
e 

“N
E

C
 0

2”
.  

S
ub

sc
rib

er
s 

w
er

e 
al

lo
ca

te
d 

w
ar

ra
nt

s 
th

at
 g

iv
e 

th
e 

ho
ld

er
s 

rig
ht

s 
to

 s
ub

sc
rib

e 
to

 o
ne

 n
ew

 s
ha

re
 in

 th
e 

N
or

se
 E

ne
rg

y 
C

or
p.

 A
S

A
 a

t a
n 

ex
er

ci
se

 p
ric

e 
of

 N
O

K
 6

.1
0 

pe
r 

sh
ar

e.
 T

he
 w

ar
ra

nt
s 

ar
e 

lis
te

d 
on

 th
e 

O
S

E
 u

nd
er

 th
e 

tic
ke

r c
od

e 
“N

EC
-J

”. 

IA
S

 3
9 

re
qu

ire
s 

th
at

 t
he

 p
ro

ce
ed

s 
fro

m
 t

he
 is

su
an

ce
 o

f 
bo

nd
 lo

an
s 

ar
e 

sp
lit

 b
et

w
ee

n 
th

e 
lo

ng
-te

rm
 

lo
an

 e
le

m
en

t 
an

d 
th

e 
em

be
dd

ed
 d

er
iv

at
iv

e.
 I

n 
th

is
 c
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e 

th
e 

fa
ir 

va
lu

e 
of

 t
he

 o
pt

io
n 

to
 c

on
ve

rt 
to
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th
e 

ut
iliz

at
io

n 
of

 th
e 

cr
ed

it 
lin

e.
  

In
 a

dd
iti

on
 t

o 
ot

he
r 

no
nf

in
an

ci
al

 c
ov

en
an

ts
, 

th
e 

cr
ed

it 
ag

re
em

en
t 

re
qu

ire
s 

th
e 

bu
si

ne
ss

 s
eg

m
en

t 
to

 
m

ai
nt

ai
n 

ce
rta

in
 f

in
an

ci
al

 c
ov

en
an

ts
. 

As
 o

f 
D

ec
em

be
r 

31
, 

20
09

, 
th

is
 b

us
in

es
s 

se
gm

en
t 

fa
ile

d 
to

 
co

m
pl

y 
w

ith
 c

er
ta

in
 c

ov
en

an
t 

re
qu

ire
m

en
ts

 u
nd

er
 t

he
 c

re
di

t 
ag

re
em

en
t 

w
hi

ch
 c

on
st

itu
te

s 
a 

pe
nd

in
g 

de
fa

ul
t, 
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 d

ef
in

ed
. 

A
s 

su
ch

, 
th

e 
ba

la
nc

e 
ow

ed
 u

nd
er

 t
he

 c
re

di
t 

ag
re

em
en

t 
is

 b
ei

ng
 p

re
se

nt
ed

 a
s 

cu
rre

nt
 li

ab
ilit

ie
s.

A
s 

of
 D

ec
em

be
r 

31
, 

20
09

, 
th

e 
ga

th
er

in
g 

sy
st

em
 b

us
in

es
s 

se
gm

en
t 

ha
s 

a 
te

rm
 n

ot
e 

pa
ya

bl
e 

w
ith

 a
 

re
m

ai
ni

ng
 v

al
ue

 o
f U

S
D

 5
.0

 m
illi

on
 a

nd
 a

n 
im

pu
te

d 
in

te
re

st
 r

at
e 

of
 4

.2
5%

. T
he

 p
rin

ci
pa

l a
nd

 in
te

re
st

 
ar

e 
pa

ya
bl

e 
qu

ar
te

rly
 in

 th
e 

am
ou

nt
 o

f U
S

D
 0

.2
 m

illi
on

 u
nt

il 
Se

pt
em

be
r 

30
, 2

01
5.

 A
s 

a 
re

su
lt,

 o
f t

he
 

te
rm

, 
th

e 
bu

si
ne

ss
 s

eg
m

en
t 

ha
s 

re
co

rd
ed

 U
S

D
 0

.8
 m

ill
io

n 
as

 c
ur

re
nt

 l
ia

bi
lit

ie
s.

 T
he

 f
in

an
ci

ng
 

ag
re

em
en

t 
is

 s
ec

ur
ed

 b
y 

th
e 

ph
ys

ic
al

 p
ip

el
in

e 
as

se
ts

. 
In

 a
dd

iti
on

, 
N

or
se

 E
ne

rg
y 

H
ol

di
ng

s,
 I

nc
. 

ha
s 

en
te

re
d 

in
to

 a
 l

im
ite

d 
gu

ar
an

ty
 a

nd
 s

ur
et

y 
ag

re
em

en
t 

w
ith

 t
he

 s
el

le
r 

on
 t

hi
s 

no
te

 p
ay

ab
le

. 
A

s 
of

 
D

ec
em

be
r 

31
, 2

00
9 

U
SD

 1
.0

 m
ill

io
n 

of
 th

is
 g

ua
ra

nt
y 

re
m

ai
ns

. A
fte

r 
th

is
 a

m
ou

nt
 h

as
 b

ee
n 

re
pa

id
, n

o 
ob

lig
at

io
ns

 b
y 

N
or

se
 E

ne
rg

y 
H

ol
di

ng
s,

 I
nc

. 
U

S
A

 a
re

 d
ue

 t
o 

se
lle

r. 
Th

e 
bu

si
ne

ss
 s

eg
m

en
t 

w
as

 i
n 

co
m

pl
ia

nc
e 

w
ith

 th
e 

co
ve

na
nt

s 
of

 th
e 

te
rm

 n
ot

e 
pa

ya
bl

e.
 

N
ot

e 
18

. A
ss

et
 re

tir
em

en
t o

bl
ig

at
io

ns

In
 a

cc
or

da
nc

e 
w

ith
 a

gr
ee

m
en

ts
 a

nd
 le

gi
sl

at
io

n,
 th

e 
w

el
lh

ea
ds

, p
ro

du
ct

io
n 

as
se

ts
, p

ip
el

in
es

 a
nd

 o
th

er
 

in
st

al
lm

en
ts

 m
ay

 h
av

e 
to

 b
e 

di
sm

an
tle

d 
an

d 
re

m
ov

ed
 f

ro
m

 o
il 

an
d 

na
tu

ra
l 

ga
s 

fie
ld

s 
w

he
n 

th
e 

pr
od

uc
tio

n 
ce

as
es

. 

Th
e 

fo
llo

w
in

g 
ta

bl
e 

pr
es

en
ts

 a
 re

co
nc

ilia
tio

n 
of

 th
e 

be
gi

nn
in

g 
an

d 
en

di
ng

 a
gg

re
ga

te
 c

ar
ry

in
g 

am
ou

nt
s 

of
 th

e 
ob

lig
at

io
ns

 a
ss

oc
ia

te
d 

w
ith

 th
e 

re
tir

em
en

t o
f o

il 
an

d 
na

tu
ra

l g
as

 p
ro

pe
rti

es
: 

Fo
r t

he
 y

ea
r e

nd
ed

 D
ec

em
be

r 3
1,

 2
00

9,
 in

cl
ud

ed
 in

 th
e 

as
se

t r
et

ire
m

en
t o

bl
ig

at
io

n 
ab

ov
e 

is
 U

S
D

 1
2.

7 
m

ill
io

n 
fo

r 
Br

az
il 

an
d 

is
 b

as
ed

 o
n 

an
 a

pp
ra

is
al

 r
ep

or
t 

pr
ep

ar
ed

 b
y 

th
e 

op
er

at
or

 o
f 

th
e 

M
an

at
i f

ie
ld

's
 

en
gi

ne
er

s 
to

 A
ge

nc
ia

 N
ac

io
na

l 
de

 P
et

ro
le

o 
(P

et
ro

le
um

 N
at

io
na

l 
A

ge
nc

y)
 r

eg
ul

at
io

ns
. 

Th
e 

as
se

t 
re

tir
em

en
t o

bl
ig

at
io

ns
 fo

r t
he

 U
S

 n
at

ur
al

 g
as

 fi
el

ds
 a

m
ou

nt
ed

 to
 U

SD
 0

.5
 m

illi
on

. 

Th
e 

de
co

m
m

is
si

on
in

g 
of

 th
e 

C
or

al
 fi

el
d 

w
as

 c
on

cl
ud

ed
 d

ur
in

g 
20

09
. 

N
ot

e 
19

. G
ua

ra
nt

ee
s 

an
d 

pl
ed

ge
s

B
ra

zi
l 

N
or

se
 E

ne
rg

y 
C

or
p.

 A
S

A
 h

as
 p

ro
vi

de
d 

a 
pe

rfo
rm

an
ce

 g
ua

ra
nt

ee
 to

 th
e 

B
ra

zi
lia

n 
pe

tro
le

um
 d

ire
ct

or
at

e 
A

N
P

, i
n 

te
rm

s 
of

 w
hi

ch
 th

e 
co

m
pa

ny
 is

 li
ab

le
 fo

r 
th

e 
co

m
m

itm
en

ts
 fo

r 
C

or
al

, E
st

re
la

-d
o-

M
ar

, C
av

al
o 

M
ar

in
ho

, 
B

C
A

M
-4

0,
 B

M
-C

A
L 

5 
an

d 
Sa

rd
in

ha
 li

ce
ns

es
 in

 a
cc

or
da

nc
e 

w
ith

 t
he

 g
iv

en
 c

on
ce

ss
io

ns
 f

or
 

th
e 

lic
en

se
s.

  

N
or

se
 E

ne
rg

y 
is

 li
ab

le
 fo

r a
ny

 d
ef

au
lt 

by
 th

e 
ot

he
r p

ar
tn

er
s 

in
 th

e 
co

ns
or

tiu
m

s,
 v

ia
 th

e 
pa

rti
ci

pa
tio

n 
in

 
th

e 
jo

in
t o

pe
ra

tin
g 

ag
re

em
en

ts
. 

A
ll 

sh
ar

es
 in

 C
op

le
x 

an
d 

R
io

 d
as

 C
on

ta
s 

ha
ve

 b
ee

n 
pl

ed
ge

d 
as

 c
ol

la
te

ra
l f

or
 t

he
 f

in
an

ci
ng

 o
f 

th
e 

en
ga

ge
m

en
ts

 in
 B

ra
zi

l. 
 

in
 U

SD
 th

ou
sa

nd
s

20
09

20
08

A
t J

an
ua

ry
 1

15
 8
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12
 6
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Li
ab
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ie

s 
in

cu
rr

ed
 d

ur
in

g 
th

e 
ye

ar
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9
   

   
   

   
In

cu
rr

ed
 re

m
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f C
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en

di
tu

re
s

-1
0 
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0

   
   

-2
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Ch
an

ge
s 

in
 e

st
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at
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 o
bl

ig
at
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8 
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2
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2
   

   
   

A
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re
tio

n 
ex

pe
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e
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A

t D
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em
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r 3
1
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 1

72
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 8
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er

m
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 re
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t o
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io
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-
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at
io
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ag
re

em
en

ts
 fo

r N
or

se
 E

ne
rg

y 
do

 B
ra

si
l w

ill
 le

ad
 to

 a
 d

ef
au

lt 
un

de
r t

he
se

 lo
an

 a
gr

ee
m

en
ts

. 

In
 N

ov
em

be
r 

20
06

, R
io

 d
as

 C
on

ta
s 

en
te

re
d 

in
to

 a
 c

re
di

t a
gr

ee
m

en
t f

or
 in

ve
st

m
en

t i
n 

pr
od

uc
tio

n 
an

d 
tra

ns
po

rt 
of

 n
at

ur
al

 g
as

 a
nd

 c
on

de
ns

at
e 

fro
m

 th
e 

M
an

at
i f

ie
ld

 in
 th

e 
am

ou
nt

 o
f B

R
L 

82
.7

 m
illi

on
. T

he
 

am
ou

nt
 w

as
 d

iv
id

ed
 in

to
 fo

ur
 tr

an
ch

es
; (

i) 
BR

L 
6.

7 
m

ill
io

n;
 (

ii)
 B

R
L 

60
.2

 m
ill

io
n;

 (
iii)

 B
R

L 
1.

6 
m

ill
io

n;
 

an
d 

(iv
) B

R
L 

14
.2

 m
illi

on
. T

ra
nc

he
s 

(i)
 a

nd
 (i

i) 
ar

e 
am

or
tiz

ed
 o

ve
r 7

2 
m

on
th

s,
 a

nd
 c

ar
ry

 a
n 

in
te

re
st

 ra
te

 
of

 c
ur

re
nc

y 
ba

sk
et

 o
r T

JL
P

 p
lu

s 
a 

fix
ed

 ra
te

. T
ra

nc
he

s 
(ii

i) 
an

d 
(iv

) a
re

 a
m

or
tiz

ed
 o

ve
r 5

1 
m

on
th

s,
 a

nd
 

al
so

 c
ar

ry
 a

n 
in

te
re

st
 r

at
e 

of
 e

ith
er

 a
 c

ur
re

nc
y 

ba
sk

et
 o

r 
TJ

LP
 p

lu
s 

a 
fix

ed
 r

at
e.

 O
n 

D
ec

em
be

r 
31

, 
20
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, t

he
 b

al
an

ce
 o

f t
hi

s 
ob

lig
at

io
n 

w
as

 B
R

L 
50

.8
 m

illi
on

 (U
SD

 2
9.

2 
m

illi
on

). 

In
 J

ul
y 

20
07

, R
io

 d
as

 C
on

ta
s 

en
te

re
d 

in
to

 lo
an

 a
gr

ee
m

en
ts

 th
ro

ug
h 

an
 o

n-
le

nd
in

g 
tra

ns
ac

tio
n 

in
 U

S
D

 
at

 th
e 

am
ou

nt
 o

f U
S

D
 7

.7
 m

ill
io

n,
 fo

r 
th

e 
de

ve
lo

pm
en

t o
f n

at
ur

al
 g
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 a

nd
 c

on
de

ns
at

e 
in

 th
e 

M
an

at
i 

fie
ld

. T
he

 lo
an

s 
ar

e 
pa

ya
bl

e 
ov

er
 5

3 
m

on
th

s,
 a

nd
 m

at
ur

es
 in

 D
ec

em
be

r 2
01

1.
 O

n 
D

ec
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be
r 3

1,
 2

00
9,

 
th

e 
to

ta
l b

al
an

ce
 o

f t
he

se
 tw

o 
ag
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em

en
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as

 U
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 3
.8

 m
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. 
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ep
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m
be

r 
20
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, R
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 d
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 C

on
ta
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en

te
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 lo
an

 a
gr
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m

en
t f
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 U
S

D
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1.
4 

(B
R

L 
40

 m
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) 
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an
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. 

Th
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w
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B

N
D

E
S
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 c
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m
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N

D
E

S
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t d
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s 
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 d
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Q
2 
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it 
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y 
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ta
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g 
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L 

80
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m
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fin
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ng
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m
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n 
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, 
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na

l 
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ur
e 

in
ve

st
m

en
ts
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te
d 

to
 

th
e 

M
an

at
i 

pr
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ec
t, 

en
vi

ro
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en
ta

l 
in

ve
st

m
en

ts
 

an
d 

in
ve

st
m

en
ts

 in
 th

e 
co

m
pr

es
so

r u
ni

t t
ha

t i
s 

pl
an

ne
d 

fo
r 2

01
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Th
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cr
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 in
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 d
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on
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sc
rib
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 a
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 r
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ui
re
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g 
of

 th
e 

sh
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io

 d
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C
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C
A

M
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 c
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 c
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 c
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ra
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l b
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 d
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 d

if-
fic

ul
t e

qu
it

y 
m

ar
ke

t. 
La

te
r 

in
 th

e 
ye

ar
, t

he
 c
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 c
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 c
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 p
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ra
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 r
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 c
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 c
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re
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 c
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 b
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f c
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. f
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 c
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 c
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 c
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at
io

n 
ba

se
d 

on
 

fin
an

ci
al

 p
er

fo
rm

an
ce

, t
he

 c
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 D
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C
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 r
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 p
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at
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 b
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 p
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at
io

n 
th

at
 fu

rt
he

rs
 N

or
se

 E
ne

rg
y’

s 
go

al
s 

of
 b

ei
ng

 a
t t

he
 

fo
re

fr
on

t o
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 r
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at
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 c
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 p
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ra
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 c
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t p
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 m
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 b
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 p
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 c
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 c
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ra
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 s
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 p
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ra
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e 

ex
pe

nd
itu

re
 is

 c
ap

ita
liz

ed
. I

ns
pe

ct
io

n 
co

st
s a

ss
oc

ia
te

d 
w

ith
 m

aj
or

 m
ai

n-
te

na
nc

e 
pr

og
ra

m
m

es
 a

re
 c

ap
ita

liz
ed

 a
nd

 a
m

or
tiz

ed
 o

ve
r 

th
e 

pe
ri

od
 to

 th
e 

ne
xt

 in
sp

ec
tio

n.
 O

ve
rh

au
l c

os
ts

 fo
r 

m
aj

or
 m

ai
nt

en
an

ce
 

pr
og

ra
m

m
es

 a
re

 e
xp

en
se

d 
as

 in
cu

rr
ed

. A
ll 

ot
he

r 
m

ai
nt

en
an

ce
 c

os
ts

 a
re

 e
xp

en
se

d 
as

 in
cu

rr
ed

. 

Im
pa

ir
m

en
t o

f l
on

g-
liv

ed
 a

ss
et

s
A

n 
as

se
ss

m
en

t o
f i

m
pa

irm
en

t l
os

se
s o

n 
lo

ng
-li

ve
d 

as
se

ts
 is

 m
ad

e 
w

he
n 

th
er

e 
is 

an
 in

di
ca

tio
n 

of
 a

 re
du

ct
io

n 
in

 v
al

ue
. I

f a
n 

as
se

t’s
 c

ar
ry

in
g 

am
ou

nt
 is

 h
ig

he
r t

ha
n 

th
e 

as
se

t’s
 re

co
ve

ra
bl

e 
am

ou
nt

, a
n 

im
pa

irm
en

t l
os

s w
ill

 b
e 

re
co

gn
iz

ed
 in

 th
e 

in
co

m
e 

st
at

em
en

t. 
In

 th
e 

ca
se

 o
f a

 
w

rit
e-

do
w

n,
 th

e 
fa

ir 
va

lu
e 

w
ill

 b
e 

se
t a

t t
he

 h
ig

he
st

 o
f m

ar
ke

t v
al

ue
 a

nd
 v

al
ue

 in
 u

se
. I

f n
o 

m
ar

ke
t v

al
ue

 is
 a

va
ila

bl
e,

 th
e 

fa
ir 

va
lu

e 
is 

se
t 

at
 th

e 
ne

t d
isc

ou
nt

ed
 fu

tu
re

 c
as

h 
flo

w
s. 

Fo
r t

he
 o

il 
an

d 
ga

s fi
el

ds
, c

ap
ita

liz
ed

 c
os

ts
 le

ss
 a

cc
um

ul
at

ed
 d

ep
re

ci
at

io
n 

ar
e 

co
m

pa
re

d 
w

ith
 th

e 
es

tim
at

ed
 d

isc
ou

nt
ed

 v
al

ue
 o

f t
he

 c
as

h 
flo

w
s f

ro
m

 th
e 

fie
ld

s, 
ba

se
d 

on
 m

an
ag

em
en

t’s
 e

xp
ec

ta
tio

ns
 o

f f
ut

ur
e 

re
se

rv
es

 a
s w

el
l a

s e
co

no
m

ic
 

an
d 

op
er

at
in

g 
co

nd
iti

on
s. 

If
 th

e 
di

sc
ou

nt
ed

 v
al

ue
 o

f t
he

 fi
el

d 
is 

lo
w

er
 th

an
 th

e 
bo

ok
 v

al
ue

, t
he

 fi
el

d 
is 

w
rit

te
n 

do
w

n 
to

 it
s f

ai
r v

al
ue

.

In
ta

ng
ib

le
 a

ss
et

s l
ik

e 
ca

pi
ta

liz
ed

 e
xp

lo
ra

tio
n 

co
st

s a
nd

 li
ce

ns
e 

ac
qu

isi
tio

n 
co

st
s a

re
 su

bj
ec

t t
o 

m
an

ag
em

en
t r

ev
ie

w
 a

t l
ea

st
 q

ua
rt

er
ly

 to
 

co
nfi

rm
 th

at
 th

e 
ca

rr
yi

ng
 a

m
ou

nt
 d

oe
s n

ot
 e

xc
ee

d 
th

e 
re

co
ve

ra
bl

e 
am

ou
nt

. T
he

 e
va

lu
at

io
n 

in
cl

ud
es

 te
ch

ni
ca

l, 
co

m
er

ci
al

 a
nd

 m
an

ag
e-

m
en

t r
ev

ie
w

s a
nd

 th
e 

as
se

ss
m

en
t o

f w
he

th
er

 p
la

ns
 fo

r 
fu

tu
re

 d
ri

lli
ng

 in
 th

e 
lic

en
se

 e
xi

st
s o

r 
w

he
th

er
 a

 d
ev

el
op

m
en

t d
ec

isi
on

 is
 p

la
nn

ed
 

in
 th

e 
ne

ar
 fu

tu
re

. W
he

n 
th

is 
is 

no
 lo

ng
er

 th
e 

ca
se

, t
he

 c
os

ts
 a

re
 w

ri
tt

en
 o

f.

Le
as

in
g

T
he

 g
ro

up
 is

 le
as

in
g 

as
se

ts
 in

 th
e 

ex
pl

or
at

io
n 

an
d 

pr
od

uc
tio

n 
ph

as
e 

w
hi

ch
 m

os
t o

f t
he

 r
isk

 a
nd

 re
tu

rn
 a

ss
oc

ia
te

d 
w

ith
 th

e 
ow

ne
r-

sh
ip

 o
f t

he
 a

ss
et

s h
av

e 
no

t b
ee

n 
tr

an
sf

er
re

d 
to

 th
e 

G
ro

up
. T

he
 le

as
es

 a
re

 c
la

ss
ifi

ed
 a

s o
pe

ra
tin

g 
le

as
es

. L
ea

se
 p

ay
m

en
ts

 a
re

 c
la

ss
ifi

ed
 a

s 
op

er
at

in
g 

co
st

s a
nd

 re
co

gn
ise

d 
in

 th
e 

in
co

m
e 

st
at

em
en

t i
n 

a 
st

ra
ig

ht
 li

ne
 d

ur
in

g 
th

e 
co

nt
ra

ct
 p

er
io

d.

D
er

iv
at

iv
es

 a
nd

 h
ed

ge
 a

cc
ou

nt
in

g
D

er
iv

at
iv

es
 a

re
 re

co
rd

ed
 in

 th
e 

ba
la

nc
e 

sh
ee

t a
t t

he
ir

 fa
ir

 v
al

ue
 a

s e
ith

er
 a

ss
et

s o
r 

lia
bi

lit
ie

s. 
Ty

pi
ca

l d
er

iv
at

iv
es

 fo
r 

th
e 

co
m

pa
ny

 in
cl

ud
e 

fo
rw

ar
d 

sa
le

s o
f n

at
ur

al
 g

as
, o

il 
pu

t o
pt

io
ns

 a
nd

 c
ur

re
nc

y 
sw

ap
s. 

A
dj

us
tm

en
ts

 in
 th

e 
fa

ir
 v

al
ue

 o
f t

he
 d

er
iv

at
iv

es
 a

re
 re

fle
ct

ed
 in

 th
e 

cu
rr

en
t p

er
io

d’
s p

ro
fit

 a
nd

 lo
ss

, u
nl

es
s t

he
 c

on
tr

ac
t q

ua
lifi

es
 fo

r 
ca

sh
 fl

ow
 h

ed
ge

 a
cc

ou
nt

in
g.

N
or

se
 E

ne
rg

y’s
 c

ri
te

ri
a 

fo
r 

cl
as

sif
yi

ng
 a

 d
er

iv
at

iv
e 

as
 a

 c
as

h-
flo

w
 h

ed
ge

 a
re

 a
s f

ol
lo

w
s: 

(1
) T

he
 h

ed
ge

 is
 e

xp
ec

te
d 

to
 b

e 
ef

fe
ct

iv
e 

in
 th

at
 

it 
co

un
te

ra
ct

s c
ha

ng
es

 in
 th

e 
fa

ir
 v

al
ue

 o
f a

n 
id

en
tifi

ed
 a

ss
et

 o
r 

ca
sh

 fl
ow

s f
ro

m
 fo

rt
hc

om
in

g 
tr

an
sa

ct
io

ns
 –

 a
 h

ed
gi

ng
 e

ffi
ci

en
cy

 w
ith

in
 

th
e 

ra
ng

e 
of

 8
0–

12
5%

 is
 e

xp
ec

te
d,

 (2
) t

he
 e

ffe
ct

iv
en

es
s o

f t
he

 h
ed

ge
 c

an
 b

e 
re

lia
bl

y 
m

ea
su

re
d,

 (3
) t

he
re

 is
 a

de
qu

at
e 

do
cu

m
en

ta
tio

n 
w

he
n 

th
e 

he
dg

e 
is 

en
te

re
d 

in
to

 th
at

 th
e 

he
dg

e 
is 

ef
fe

ct
iv

e,
 (4

) f
or

 c
as

h-
flo

w
 h

ed
ge

s, 
th

e 
fo

rt
hc

om
in

g 
tr

an
sa

ct
io

n 
m

us
t b

e 
pr

ob
ab

le
, a

nd
 

(5
) t

he
 h

ed
ge

 is
 e

va
lu

at
ed

 re
gu

la
rly

 a
nd

 h
as

 p
ro

ve
n 

to
 b

e 
ef

fe
ct

iv
e.

 

C
ha

ng
es

 in
 th

e 
fa

ir
 v

al
ue

 o
f a

 h
ed

gi
ng

 in
st

ru
m

en
t t

ha
t m

ee
t t

he
 c

ri
te

ri
a 

fo
r 

ca
sh

 fl
ow

 h
ed

ge
 a

cc
ou

nt
in

g 
ar

e 
ta

ke
n 

di
re

ct
ly

 to
 e

qu
ity

. 
T

he
 in

ef
fe

ct
iv

e 
pa

rt
 o

f t
he

 h
ed

gi
ng

 in
st

ru
m

en
t i

s r
ec

og
ni

ze
d 

di
re

ct
ly

 in
 th

e 
in

co
m

e 
st

at
em

en
t.

If
 th

e 
he

dg
e 

of
 a

 c
as

h 
flo

w
 re

su
lts

 in
 a

n 
as

se
t o

r 
lia

bi
lit

y 
be

in
g 

re
co

gn
iz

ed
, a

ll 
fo

rm
er

 g
ai

ns
 a

nd
 lo

ss
es

 re
co

gn
iz

ed
 d

ire
ct

ly
 in

 e
qu

ity
 a

re
 

tr
an

sf
er

re
d 

fr
om

 e
qu

ity
 a

nd
 in

cl
ud

ed
 in

 th
e 

in
iti

al
 m

ea
su

re
m

en
t o

f t
he

 a
ss

et
 o

r 
lia

bi
lit

y.
 F

or
 o

th
er

 c
as

h-
flo

w
 h

ed
ge

s, 
ga

in
s a

nd
 lo

ss
es

 
re

co
gn

iz
ed

 d
ire

ct
ly

 in
 e

qu
ity

 a
re

 ta
ke

n 
to

 th
e 

in
co

m
e 

st
at

em
en

t i
n 

th
e 

sa
m

e 
pe

ri
od

 a
s t

he
 c

as
h 

flo
w

 w
hi

ch
 c

om
pr

ise
s t

he
 h

ed
ge

d 
ob

je
ct

 
is 

re
co

gn
iz

ed
 in

 th
e 

in
co

m
e 

st
at

em
en

t. 

If
 th

e 
he

dg
e 

no
 lo

ng
er

 m
ee

ts
 th

e 
cr

ite
ria

 fo
r c

as
h-

flo
w

 h
ed

ge
 a

cc
ou

nt
in

g,
 th

e 
he

dg
e 

ac
co

un
tin

g 
is 

di
sc

on
tin

ue
d.

 T
he

 c
um

ul
at

iv
e 

ga
in

 o
r 

lo
ss

 o
n 

th
e 

he
dg

in
g 

in
st

ru
m

en
t r

ec
og

ni
ze

d 
di

re
ct

ly
 in

 e
qu

ity
 re

m
ai

ns
 se

pa
ra

te
ly

 re
co

gn
iz

ed
 in

 e
qu

ity
 u

nt
il 

th
e 

fo
re

ca
st

 tr
an

sa
ct

io
n 

oc
cu

rs
.
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3

6
 N

o
te

s 
to

 C
o

n
so

li
d

at
ed

 F
in

an
ci

al
 S

ta
te

m
en

ts

Pr
ic

e 
of

 o
il 

an
d 

na
tu

ra
l g

as
T

he
 c

om
pa

ny
’s 

sa
le

s o
f c

ru
de

 o
il 

an
d 

na
tu

ra
l g

as
 a

re
 su

bj
ec

t t
o 

pr
ic

e 
flu

ct
ua

tio
ns

. A
ny

 su
bs

ta
nt

ia
l f

al
l i

n 
th

e 
pr

ic
e 

of
 o

il 
an

d 
na

tu
ra

l g
as

 
m

ig
ht

 h
av

e 
m

at
er

ia
l e

ffe
ct

 o
n 

th
e 

va
lu

e 
of

 th
e 

oi
l a

nd
 n

at
ur

al
 g

as
 fi

el
ds

.

R
es

er
ve

s
T

he
 c

om
pa

ny
 u

se
s r

es
er

ve
 re

po
rt

s p
re

pa
re

d 
by

 in
de

pe
nd

en
t r

es
er

vo
ir

 e
ng

in
ee

r 
fir

m
s (

G
af

fn
ey

 C
lin

e 
&

 A
ss

oc
ia

te
s f

or
 re

se
rv

es
 in

 B
ra

zi
l 

an
d 

Sc
hl

um
be

rg
er

 D
at

a 
&

 C
on

su
lti

ng
 S

er
vi

ce
s f

or
 re

se
rv

es
 in

 th
e 

U
S)

 a
s b

as
is 

fo
r 

its
 in

ve
st

m
en

t p
la

ns
 in

 o
il 

an
d 

ga
s p

ro
pe

rt
ie

s. 
Su

ch
 

re
po

rt
s a

re
 o

bt
ai

ne
d 

at
 le

as
t a

nn
ua

lly
 to

 e
st

ab
lis

h 
th

e 
ex

pe
ct

ed
 p

ro
du

ct
io

n 
pr

ofi
le

s f
or

 th
e 

fie
ld

s i
n 

pr
od

uc
tio

n 
an

d 
th

e 
ex

pe
ct

ed
 e

co
-

no
m

ic
 li

fe
tim

e 
of

 th
e 

fie
ld

s. 
A

ny
 si

gn
ifi

ca
nt

 re
du

ct
io

n 
in

 re
se

rv
es

 m
ig

ht
 le

ad
 to

 a
 w

ri
te

 d
ow

n 
of

 fi
el

d 
in

ve
st

m
en

ts
 th

ro
ug

h 
im

pa
ir

m
en

t 
te

st
s, 

in
cr

ea
se

d 
fu

tu
re

 d
ep

re
ci

at
io

ns
 a

nd
 a

lte
ra

tio
ns

 o
f p

la
nn

ed
 c

ap
ita

l e
xp

en
di

tu
re

s. 
T

he
 c

ar
ry

in
g 

am
ou

nt
s f

or
 fi

el
d 

in
ve

st
m

en
ts

 w
er

e 
U

SD
 1

22
 m

ill
io

n 
an

d 
U

SD
 1

39
 m

ill
io

n 
in

 2
00

8 
an

d 
20

07
, r

es
pe

ct
iv

el
y.

In
ve

nt
or

y
E

st
im

at
ed

 se
lli

ng
 p

ric
e 

is 
no

rm
al

ly
 b

as
ed

 o
n 

B
re

nt
 B

le
nd

 a
nd

 th
e 

es
tim

at
ed

 se
lli

ng
 e

xp
en

se
s a

re
 b

as
ed

 o
n 

av
er

ag
e 

di
re

ct
 p

ro
du

ct
io

n 
co

st
s 

in
cl

ud
in

g 
ro

ya
lti

es
. T

he
 c

ar
ry

in
g 

am
ou

nt
s f

or
 in

ve
nt

or
y 

w
er

e 
U

SD
 0

.3
 m

ill
io

n 
an

d 
U

SD
 3

.1
 m

ill
io

n 
in

 2
00

8 
an

d 
20

07
, r

es
pe

ct
iv

el
y.

A
ss

et
 R

et
ire

m
en

t O
bl

ig
at

io
n

W
he

n 
pr

od
uc

tio
n 

fr
om

 a
 w

el
l o

r 
a 

fie
ld

 c
ea

se
s, 

th
e 

co
m

pa
ny

 is
 o

bl
ig

at
ed

 to
 sh

ut
 in

 th
e 

w
el

l a
nd

 re
m

ov
e 

in
st

al
la

tio
n 

fr
om

 th
e 

w
el

l o
r 

fie
ld

. P
ro

vi
sio

ns
 fo

r 
th

es
e 

co
st

s a
re

 th
e 

be
st

 a
va

ila
bl

e 
es

tim
at

es
 fr

om
 th

e 
fie

ld
 o

pe
ra

to
r, 

ba
se

d 
on

 to
da

y’s
 te

ch
no

lo
gy

 a
nd

 to
da

y’s
 p

ri
ce

s 
fo

r 
eq

ui
pm

en
t a

nd
 m

an
po

w
er

. T
he

 a
m

ou
nt

 re
co

gn
iz

ed
 is

 th
e 

es
tim

at
ed

 e
xp

en
di

tu
re

s d
et

er
m

in
ed

 in
 a

lig
nm

en
t w

ith
 th

e 
fie

ld
 o

pe
ra

to
r, 

lo
ca

l c
on

di
tio

ns
 a

nd
 re

qu
ire

m
en

ts
. A

ss
et

 re
tir

em
en

t o
bl

ig
at

io
ns

 w
er

e 
bo

ok
ed

 a
t U

SD
 1

5.
8 

m
ill

io
n 

an
d 

U
SD

 1
2.

6 
m

ill
io

n 
in

 2
00

8 
an

d 
20

07
, r

es
pe

ct
iv

el
y.

Te
ch

ni
ca

l r
isk

 in
 d

ev
el

op
m

en
t o

f B
ra

zi
lia

n 
oi

l a
nd

 g
as

 fi
el

ds
 a

nd
 p

ro
du

ct
io

n 
st

ar
t-

up
T

he
 d

ev
el

op
m

en
t o

f t
he

 B
ra

zi
lia

n 
oi

l a
nd

 g
as

 fi
el

ds
 in

 w
hi

ch
 N

or
se

 E
ne

rg
y 

ha
s a

n 
ow

ne
rs

hi
p 

is 
as

so
ci

at
ed

 w
ith

 si
gn

ifi
ca

nt
 te

ch
ni

ca
l r

isk
 

an
d 

un
ce

rt
ai

nt
y 

w
ith

 re
ga

rd
s t

o 
tim

in
g 

of
 p

ro
du

ct
io

n 
st

ar
t. 

R
isk

s i
nc

lu
de

, b
ut

 a
re

 n
ot

 li
m

ite
d 

to
, c

os
t o

ve
rr

un
s, 

pr
od

uc
tio

n 
di

sr
up

tio
ns

 a
s 

w
el

l a
s d

el
ay

s c
om

pa
re

d 
to

 in
iti

al
 p

la
ns

 la
id

 o
ut

 b
y 

th
e 

op
er

at
or

. S
om

e 
of

 th
e 

m
os

t i
m

po
rt

an
t r

isk
 fa

ct
or

s a
re

 re
la

te
d 

to
 th

e 
de

te
rm

in
at

io
n 

of
 re

se
rv

es
, t

he
 re

co
ve

ra
bi

lit
y 

of
 re

se
rv

es
, a

nd
 th

e 
pl

an
ni

ng
 o

f a
 c

os
t e

ffi
ci

en
t a

nd
 su

ita
bl

e 
pr

od
uc

tio
n 

m
et

ho
d.

 T
he

re
 a

re
 a

lso
 te

ch
ni

ca
l 

ris
ks

 p
re

se
nt

 in
 th

e 
pr

od
uc

tio
n 

ph
as

e 
th

at
 m

ay
 c

au
se

 c
os

t o
ve

rr
un

s, 
fa

ile
d 

in
ve

st
m

en
t, 

an
d 

de
st

ru
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 p
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 p
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 d
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R
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t b
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at
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e 

jo
in

t o
pe

ra
tin

g 
ag

re
e-

m
en

ts
.

A
ll 

sh
ar

es
 in

 C
op

le
x 

an
d 

R
io

 d
as

 C
on

ta
s h

av
e 

be
en

 p
le

dg
ed

 to
 tw

o 
ba

nk
s a

s c
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 c
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 p
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 p
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 c
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 c
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 o
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 c
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 c
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 m
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s p
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s f
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 b
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 p
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 c
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 c
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s c
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 c
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 d
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 c
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s d
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l f
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. D
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l p
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 d
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 d
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re

nt
ly

, a
ll 

re
m

ai
ni

ng
 

N
O

K
-d

en
om

in
at

ed
 li

ab
ili

tie
s a

re
 h

ed
ge

d 
w

ith
 c

ur
re

nc
y 

in
te

re
st

 r
at

e 
sw

ap
s

In
te

re
st

 r
at

e 
ri

sk
T

he
 c
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 c
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at
es

 o
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 c
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at
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.
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, m
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ra
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ra
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 c
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 d
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 k
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 c
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l p
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 p
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 b
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l m
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 p
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f p
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 b
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ra
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.
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l r
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 c
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, c
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, p
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t p
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l m
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 p
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 fl
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. D
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 p
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e 

op
er

at
in

g 
un

its
 in

 B
ra

zi
l a

nd
 U

SA
. T

he
 B

oa
rd

 o
f D
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nd
 o

pe
ra

tin
g 

po
lic

y 
de

ci
sio

ns
 o

f t
he

 in
ve

st
ee

 b
ut

 is
 n

ot
 c

on
-

tr
ol

 o
r 

jo
in

t c
on

tr
ol

 o
ve

r 
th

os
e 

po
lic

ie
s. 

Si
gn

ifi
ca

nt
 in

flu
en

ce
 is

 p
re

su
m

ed
 to

 e
xi

st
 w

he
n 

th
e 

co
m

pa
ny

 h
ol

ds
 a

n 
in

te
re

st
 b

et
w

ee
n 

20
 %

 
an

d 
50

 %
 in

 a
no

th
er

 e
nt

ity
. H

ow
ev

er
, s

ig
ni

fic
an

t i
nfl

ue
nc

e 
ca

n 
al

so
 e

xi
st

 w
he

n 
th

e 
co

m
pa

ny
 h

as
 a

n 
ow

ne
rs

hi
p 

in
te

re
st

 b
el

ow
 2

0 
%

 if
 

fa
ct

or
s s

uc
h 

as
 re

pr
es

en
ta

tio
n 

on
 th

e 
bo

ar
d 

of
 d

ire
ct

or
s o

r 
in

flu
en

ce
 o

f t
he

 d
ay

-t
o-

da
y 

de
ci

sio
n-

m
ak

in
g 

in
 th

e 
ot

he
r 

en
tit

y 
ar

e 
pr

es
en

t.

A
ss

oc
ia

te
s a

re
 a

cc
ou

nt
ed

 fo
r 

us
in

g 
th

e 
eq

ui
ty

 m
et

ho
d 

an
d 

ar
e 

in
iti

al
ly

 re
co

gn
iz

ed
 a

t c
os

t. 
T

he
 c

om
pa

ny
’s 

in
ve

st
m

en
t i

nc
lu

de
s g

oo
dw

ill
 

id
en

tifi
ed

 o
n 

ac
qu

isi
tio

n,
 n

et
 o

f a
ny

 a
cc

um
ul

at
ed

 im
pa

ir
m

en
t l

os
se

s. 
T

he
 c

on
so

lid
at

ed
 fi

na
nc

ia
l s

ta
te

m
en

ts
 in

cl
ud

es
 th

e 
co

m
pa

ny
’s 

sh
ar

e 
of

 th
e 

in
co

m
e 

an
d 

ex
pe

ns
es

 a
nd

 e
qu

ity
 m

ov
em

en
ts

 o
f t

he
 in

ve
st

ee
, a

ft
er

 a
dj

us
tm

en
ts

 to
 a

lig
n 

th
e 

ac
co

un
tin

g 
pr

in
ci

pl
es

 o
f t

he
 

in
ve

st
ee

 to
 th

os
e 

of
 N

or
se

 E
ne

rg
y,

 fr
om

 th
e 

da
te

 th
at

 si
gn

ifi
ca

nt
 in

flu
en

ce
 c

om
m

en
ce

s u
nt

il 
th

e 
da

te
 su

ch
 in

flu
en

ce
 c

ea
se

s. 
W

he
n 

th
e 

co
m

pa
ny

’s 
sh

ar
e 

of
 lo

ss
es

 e
xc

ee
ds

 th
e 

in
te

re
st

 in
 th

e 
in

ve
st

ee
, t

he
 c

ar
ry

in
g 

am
ou

nt
 o

f t
he

 in
te

re
st

 is
 re

du
ce

d 
to

 z
er

o 
an

d 
fu

rt
he

r 
lo

ss
es

 
ar

e 
on

ly
 re

co
gn

iz
ed

 to
 th

e 
ex

te
nt

 th
at

 th
e 

co
m

pa
ny

 h
as

 a
n 

ob
lig

at
io

n 
or

 h
as

 m
ad

e 
pa

ym
en

ts
 o

n 
be

ha
lf 

of
 th

e 
in

ve
st

ee
.

W
he

re
 a

 g
ro

up
 e

nt
ity

 tr
an

sa
ct

s w
ith

 a
n 

as
so

ci
at

e 
of

 th
e 

co
m

pa
ny

, p
ro

fit
s a

nd
 lo

ss
es

 a
re

 e
lim

in
at

ed
 to

 th
e 

ex
te

nt
 o

f t
he

 c
om

pa
ny

’s 
in

te
r-

es
t i

n 
th

e 
re

le
va

nt
 a

ss
oc

ia
te

.

In
te

re
st

s 
in

 jo
in

t v
en

tu
re

s
A

 jo
in

t v
en

tu
re

 is
 a

 c
on

tr
ac

tu
al

 a
rr

an
ge

m
en

t w
he

re
by

 tw
o 

or
 m

or
e 

pa
rt

ie
s u

nd
er

ta
ke

 a
n 

ec
on

om
ic

 a
ct

iv
ity

 th
at

 is
 su

bj
ec

t t
o 

jo
in

t 
co

nt
ro

l. 
Jo

in
t c

on
tr

ol
 e

xi
st

s w
he

n 
th

e 
st

ra
te

gi
c 

fin
an

ci
al

 a
nd

 o
pe

ra
tin

g 
de

ci
sio

ns
 re

la
tin

g 
to

 th
e 

ac
tiv

ity
 re

qu
ire

 th
e 

un
an

im
ou

s c
on

se
nt

 
of

 th
e 

pa
rt

ie
s.

T
he

 c
om

pa
ny

 re
co

gn
iz

es
 it

s i
nt

er
es

ts
 in

 jo
in

tly
 c

on
tr

ol
le

d 
fie

ld
 a

ss
et

s b
y 

ac
co

un
tin

g 
fo

r 
its

 sh
ar

e 
of

 sa
le

s, 
pr

od
uc

tio
n 

co
st

s a
nd

 e
x-

pl
or

at
io

n 
co

st
 u

sin
g 

th
e 

lin
e-

by
-li

ne
 re

po
rt

in
g 

fo
rm

at
 fo

r 
pr

op
or

tio
na

te
 c

on
so

lid
at

io
n.

 T
he

 c
om

pa
ny

’s 
sh

ar
e 

of
 fi

el
d 

in
ve

st
m

en
ts

 a
re

 
in

cl
ud

ed
 p

ro
 r

at
a 

in
 th

e 
ba

la
nc

e 
sh

ee
t.

Sa
le

s 
re

ve
nu

es
Sa

le
s o

f p
et

ro
le

um
 p

ro
du

ct
s a

re
 re

co
rd

ed
 a

s i
nc

om
e 

at
 th

e 
tim

e 
of

 d
el

iv
er

y 
as

 th
e 

tit
le

 p
as

se
s t

o 
th

e 
cu

st
om

er
 b

as
ed

 o
n 

th
e 

co
nt

ra
ct

ua
l 

te
rm

s o
f t

he
 a

gr
ee

m
en

ts
. T

he
 c

om
pa

ny
 u

se
s t

he
 e

nt
itl

em
en

t m
et

ho
d 

to
 a

cc
ou

nt
 fo

r 
ga

s i
m

ba
la

nc
es

. U
nd

er
 th

is 
m

et
ho

d,
 re

ve
nu

e 
is

 
re

co
rd

ed
 o

n 
th

e 
ba

sis
 o

f t
he

 c
om

pa
ny

’s 
pr

op
or

tio
na

te
 sh

ar
e 

of
 to

ta
l g

as
 so

ld
 fr

om
 th

e 
af

fe
ct

ed
 w

el
ls.

 R
ev

en
ue

 fr
om

 fi
el

ds
 in

 p
ro

du
ct

io
n 

is 
re

co
rd

ed
 n

et
 o

f r
oy

al
tie

s.
 

R
ev

en
ue

 fr
om

 g
at

he
ri

ng
 fe

es
 is

 re
co

rd
ed

 o
n 

an
 a

cc
ru

al
 b

as
is 

as
 th

e 
ga

s i
s g

at
he

re
d.

 B
ot

h 
sa

le
s r

ev
en

ue
s a

nd
 p

ur
ch

as
es

 re
la

te
d 

to
 th

e 
E

ne
rg

y 
M

ar
ke

tin
g 

di
vi

sio
n 

ar
e 

re
co

rd
ed

 g
ro

ss
.

In
co

m
e 

ta
x

T
he

 ta
x 

ex
pe

ns
e 

co
ns

ist
s o

f p
ay

ab
le

 ta
x 

an
d 

ch
an

ge
s t

o 
de

fe
rr

ed
 ta

x.
 D

ef
er

re
d 

ta
x/

ta
x 

as
se

ts
 a

re
 c

al
cu

la
te

d 
on

 a
ll 

ta
xa

bl
e 

te
m

po
ra

ry
 d

if-
fe

re
nc

es
, w

ith
 th

e 
ex

ce
pt

io
n 

of
 g

oo
dw

ill
 fo

r 
w

hi
ch

 a
m

or
tiz

at
io

n 
is 

no
t d

ed
uc

tib
le

 fo
r 

ta
x 

pu
rp

os
es

. T
he

  s
in

gl
e 

as
se

t e
xe

m
pt

io
n 

is 
us

ed
 

w
he

n 
de

em
ed

 a
pp

ro
pr

ia
te

.

D
ef

er
re

d 
ta

x 
as

se
ts

 a
re

 re
co

gn
iz

ed
 w

he
n 

it 
is 

pr
ob

ab
le

 th
at

 th
e 

co
m

pa
ny

 w
ill

 h
av

e 
a 

su
ffi

ci
en

t p
ro

fit
 in

 th
e 

fu
tu

re
 fo

r 
ta

x 
pu

rp
os

es
 to

 
ut

ili
ze

 th
e 

ta
x 

as
se

t. 
A

t e
ac

h 
ba

la
nc

e 
sh

ee
t d

at
e,

 th
e 

co
m

pa
ny

 c
ar

ri
es

 o
ut

 a
 re

vi
ew

 o
f i

ts
 d

ef
er

re
d 

ta
x 

as
se

ts
 a

nd
 th

e 
va

lu
e 

it 
ha

s r
ec

og
-

ni
ze

d.
 T

he
 c

om
pa

ny
 re

co
gn

iz
es

 fo
rm

er
ly

 u
nr

ec
og

ni
ze

d 
de

fe
rr

ed
 ta

x 
as

se
ts

 to
 th

e 
ex

te
nt

 th
at

 it
 h

as
 b

ec
om

e 
pr

ob
ab

le
 th

at
 th

e 
co

m
pa

ny
 

ca
n 

ut
ili

ze
 th

e 
de

fe
rr

ed
 ta

x 
as

se
t. 

Si
m

ila
rly

, t
he

 c
om

pa
ny

 re
du

ce
s i

ts
 d

ef
er

re
d 

ta
x 

as
se

ts
 to

 th
e 

ex
te

nt
 th

at
 it

 c
an

 n
o 

lo
ng

er
 u

til
iz

e 
th

es
e.

 

D
ef

er
re

d 
ta

x 
as

se
ts

 a
nd

 d
ef

er
re

d 
ta

x 
lia

bi
lit

ie
s a

re
 m

ea
su

re
d 

on
 th

e 
ba

sis
 o

f t
he

 e
xp

ec
te

d 
fu

tu
re

 ta
x 

ra
te

s a
pp

lic
ab

le
 to

 th
e 

su
bs

id
ia

ri
es

 
w

he
re

 te
m

po
ra

ry
 d

iff
er

en
ce

s h
av

e 
ar

ise
n.

 

D
ef

er
re

d 
ta

x 
as

se
ts

 a
nd

 d
ef

er
re

d 
ta

x 
lia

bi
lit

ie
s a

re
 re

co
gn

iz
ed

 a
t t

he
ir

 n
om

in
al

 v
al

ue
 ir

re
sp

ec
tiv

e 
of

 w
he

n 
th

e 
di

ffe
re

nc
es

 w
ill

 b
e 

re
ve

rs
ed

 
an

d 
cl

as
sifi

ed
 a

s n
on

-c
ur

re
nt

 a
ss

et
 o

r 
lo

ng
-t

er
m

 li
ab

ili
tie

s i
n 

th
e 

ba
la

nc
e 

sh
ee

t. 

T
he

 p
ay

ab
le

 ta
x 

an
d 

de
fe

rr
ed

 ta
x 

is 
re

co
gn

iz
ed

 d
ire

ct
ly

 in
 e

qu
ity

 to
 th

e 
ex

te
nt

 th
at

 th
ey

 re
la

te
 to

 tr
an

sa
ct

io
ns

 th
at

 a
re

 re
co

gn
iz

ed
 

di
re

ct
ly

 in
 e

qu
ity

. 

E
ar

ni
ng

s 
pe

r 
sh

ar
e

E
ar

ni
ng

s p
er

 sh
ar

e 
is 

ca
lc

ul
at

ed
 u

sin
g 

ea
rn

in
gs

 fo
r 

th
e 

pe
ri

od
 d

iv
id

ed
 b

y 
th

e 
w

ei
gh

te
d 

av
er

ag
e 

nu
m

be
r 

of
 sh

ar
es

 o
ut

st
an

di
ng

 d
ur

in
g 
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co
st

s d
ire

ct
ly

 li
nk

ed
 to

 th
e 

eq
ui

ty
 tr

an
sa

ct
io

n 
ar

e 
re

co
gn

iz
ed

 d
ire

ct
ly

 in
 e

qu
ity

. 
 C

as
h-

flo
w

 h
ed

ge
s

C
as

h-
flo

w
 h

ed
ge

s r
ep

re
se

nt
 th

e 
to

ta
l n

et
 c

ha
ng

e 
in

 th
e 

fa
ir

 v
al

ue
 o

f t
he

 c
as

h-
flo

w
 h

ed
ge

 u
nt

il 
th

e 
he

dg
ed

 c
as

h 
flo

w
 a

ri
se

s o
r 

is 
no

 
lo

ng
er

 e
xp

ec
te

d 
to

 a
ri

se
. 

Lo
an

s
Lo

an
s a

re
 re

co
gn

iz
ed

 a
t t

he
 a

m
ou

nt
 re

ce
iv

ed
, n

et
 o

f t
ra

ns
ac

tio
n 

co
st

s. 
T

he
 lo

an
s a

re
 th

er
ea

ft
er

 re
co

gn
iz

ed
 a

t a
m

or
tiz

ed
 c

os
ts

 u
sin

g 
th

e 
ef

fe
ct

iv
e 

in
te

re
st

 r
at

e 
m

et
ho

d,
 w

ith
 th

e 
di

ffe
re

nc
e 

be
tw

ee
n 

th
e 

ne
t a

m
ou

nt
 re

ce
iv

ed
 a

nd
 th

e 
re

de
m

pt
io

n 
va

lu
e 

be
in

g 
re

co
gn

iz
ed

 in
 th

e 
in

co
m

e 
st

at
em

en
t o

ve
r 

th
e 

te
rm

 o
f t

he
 lo

an
.

T
he

 c
om

pa
ny

 h
as

 b
on

d 
lo

an
s d

en
om

in
at

ed
 in

 U
SD

 w
ith

 d
et

ac
ha

bl
e 

w
ar

ra
nt

s. 
A

s t
he

 w
ar

ra
nt

s a
re

 se
tt

le
d 

in
 N

O
K

 a
nd

 th
e 

co
m

pa
ny

’s 
fu

nc
tio

na
l c

ur
re

nc
y 

is 
U

SD
, t

he
 I

FR
S 

de
fin

iti
on

 o
f a

n 
eq

ui
ty

 in
st

ru
m

en
t i

s n
ot

 m
et

, a
nd

 th
es

e 
w

ar
ra

nt
s h

av
e 

be
en

 c
la

ss
ifi

ed
 a

s a
 li

-
ab

ili
ty

. T
he

 w
ar

ra
nt

s a
re

 a
dj

us
te

d 
to

 fa
ir

 v
al

ue
 a

t e
ac

h 
re

po
rt

in
g 

da
te

 w
ith

 a
 c

or
re

sp
on

di
ng

 c
ha

rg
e 

to
 th

e 
in

co
m

e 
st

at
em

en
t.

A
ss

et
 re

ti
re

m
en

t o
bl

ig
at

io
n

N
et

 p
re

se
nt

 v
al

ue
 o

f t
he

 e
st

im
at

ed
 a

ss
et

 re
tir

em
en

t o
bl

ig
at

io
n 

is 
re

co
gn

iz
ed

 a
s s

oo
n 

as
 th

e 
ob

lig
at

io
n 

to
 d

ism
an

tle
 a

nd
 re

m
ov

e 
pr

od
uc

-
tio

n 
as

se
ts

, p
ip

el
in

es
 a

nd
 o

th
er

 in
st

al
la

tio
ns

 e
xi

st
s. 

T
he

 c
or

re
sp

on
di

ng
 c

os
t o

f t
he

 re
tir

em
en

t o
bl

ig
at

io
n 

is 
ca

pi
ta

liz
ed

 a
s p

ar
t o

f t
he

 
de

ve
lo

pm
en

t c
os

t o
r 

ac
qu

isi
tio

n 
co

st
 a

nd
 d

ep
re

ci
at

ed
. T

he
 a

ss
et

 re
tir

em
en

t o
bl

ig
at

io
n 

is 
ac

cr
et

ed
 to

 th
e 

di
sc

ou
nt

ed
 li

ab
ili

ty
, w

ith
 th

e 
ac

cr
et

io
n 

of
 th

e 
di

sc
ou

nt
 b

ei
ng

 c
la

ss
ifi

ed
 a

s i
nt

er
es

t e
xp

en
se

. 

Pr
ov

is
io

ns
Pr

ov
isi

on
s a

re
 re

co
gn

iz
ed

 w
he

n 
th

e 
co

m
pa

ny
 h

as
 a

 v
al

id
 li

ab
ili

ty
 (l

eg
al

 o
r 

es
tim

at
ed

) a
s a

 re
su

lt 
of

 e
ve

nt
s t

ha
t h

av
e 

ta
ke

n 
pl

ac
e 

an
d 

it 
ca

n 
be

 p
ro

ve
n 

pr
ob

ab
le

 (m
or

e 
pr

ob
ab

le
 th

an
 n

ot
) t

ha
t a

 fi
na

nc
ia

l s
et

tle
m

en
t w

ill
 ta

ke
 p

la
ce

 a
s a

 re
su

lt 
of

 th
is 

lia
bi

lit
y,

 a
nd

 th
at

 th
e 

siz
e 

of
 th

e 
am

ou
nt

 c
an

 b
e 

m
ea

su
re

d 
re

lia
bl

y.
 P

ro
vi

sio
ns

 a
re

 re
vi

ew
ed

 o
n 

ea
ch

 b
al

an
ce

 sh
ee

t d
at

e 
an

d 
th

ei
r 

le
ve

l r
efl

ec
ts

 th
e 

be
st

 e
st

im
at

e 
of

 
th

e 
lia

bi
lit

y.
 W

he
n 

th
e 

ef
fe

ct
 o

f t
im

e 
is 

in
sig

ni
fic

an
t, 

th
e 

pr
ov

isi
on

s w
ill

 b
e 

eq
ua

l t
o 

th
e 

siz
e 

of
 th

e 
ex

pe
ns

e 
ne

ce
ss

ar
y 

to
 b

e 
fr

ee
 o

f t
he

 
lia

bi
lit

y.
 W

he
n 

th
e 

ef
fe

ct
 o

f t
im

e 
is 

sig
ni

fic
an

t, 
th

e 
pr

ov
isi

on
s w

ill
 b

e 
th

e 
pr

es
en

t v
al

ue
 o

f f
ut

ur
e 

pa
ym

en
ts

 to
 c

ov
er

 th
e 

lia
bi

lit
y.

 A
ny

 
in

cr
ea

se
 in

 th
e 

pr
ov

isi
on

s d
ue

 to
 ti

m
e 

is 
pr

es
en

te
d 

as
 in

te
re

st
 c

os
ts

. 

IF
R

S 
an

d 
IF

R
IC

 I
nt

er
pr

et
at

io
ns

 N
ot

 Y
et

 E
ff

ec
ti

ve
A

s o
f t

he
 d

at
e 

of
 a

ut
ho

ri
za

tio
n 

of
 th

es
e 

fin
an

ci
al

 st
at

em
en

ts
, t

he
 st

an
da

rd
s a

nd
 in

te
rp

re
ta

tio
ns

 d
et

ai
le

d 
be

lo
w

 a
re

 a
nt

ic
ip

at
ed

 to
 b

e 
re

le
va

nt
 to

 N
or

se
 E

ne
rg

y’s
 fi

na
nc

ia
l r

ep
or

tin
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s b
eg

in
ni

ng
 o

n 
or

 a
ft

er
 th

at
 sp

ec
ifi

c 
da

te
. T

he
 c
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 c
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at
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.
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 re
qu

ire
s N

or
se

 E
ne

rg
y 

to
 m

ak
e 

es
tim

at
es

 a
nd

 a
ss

um
pt

io
ns

 th
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f c
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 c
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t d
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f c
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.
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 c
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s c
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s f
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ra
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 c
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 c
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 re
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 p
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 b
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 c
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 d
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 c
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 o
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 d
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 b
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 c
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s m
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 re
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 d
at

e 
at

 w
hi

ch
 th

ey
 a

re
 g

ra
nt

ed
. 

T
he

 c
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 c
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 c
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 p
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 c
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 b
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 c
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. d
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at
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, f
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 o
n 

m
or

ta
lit
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en
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 p
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m

ul
at
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 d
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ct
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%

 o
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 p
en
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at
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 p
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m
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 c
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 d
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s b
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 b
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 c
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 c
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f d
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 c
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 p
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f b
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f c
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 d
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 c
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s d
isr

eg
ar

de
d 

if 
it 

is 
in

sig
ni

fic
an

t. 
Sh

ou
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 d
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, d
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at
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 p
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 p
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 p
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 d
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ee

m
en

ts
 in

 B
ra

zi
l. 

T
he

 c
om

pa
ny

’s 
en

tr
an

ce
 in

 B
ra

zi
lia

n 
oi

l i
nd

us
tr

y 
w

er
e 

m
ad

e 
by

 p
ar

tic
ip

at
in

g 
in

 th
re

e 
oi

l d
ev

el
op

m
en

t a
nd

 p
ro

du
ct

io
n 

lic
en

se
s l

oc
at

ed
 in

 th
e 

Sa
nt

os
 b

as
in

 o
ut

sid
e 

th
e 

so
ut

he
as

t c
oa

st
 o

f 
B

ra
zi

l t
og

et
he

r 
w

ith
 th

e 
pa

rt
ne

rs
 P

et
ro

br
as

 (O
pe

ra
to

r)
 a

nd
 Q

ue
ir

oz
 G

al
vã

o.
 T

he
se

 li
ce

ns
es

 a
re

 fo
r 

C
or

al
, E

st
re

la
-d

o-
M

ar
 a

nd
 C

av
al

o 
M

ar
in

ho
. P

er
 y

ea
r-

en
d 

N
or

se
 E

ne
rg

y 
ow

ns
 a

 3
5 

%
 in

te
re

st
 in

 C
or

al
, 6

5 
%

 in
 E

st
re

la
-d

o-
M

ar
 a

nd
 5

0 
%

 in
 C

av
al

o 
M

ar
in

ho
.

T
he

 C
or

al
 fi

el
d 

ha
s b

ee
n 

de
ve

lo
pe

d 
an

d 
in

 p
ro

du
ct

io
n 

sin
ce

 F
eb

ru
ar

y 
20

03
. T

he
 li

ce
ns

e 
pa

rt
ne

rs
 h

av
e 

en
te

re
d 

in
to

 jo
in

t v
en

tu
re

 
ag

re
em

en
ts

 in
 re

sp
ec

t t
o 

th
e 

ex
pl

or
at

io
n 

an
d 

de
ve

lo
pm

en
t o

f t
he

 C
or

al
 a

nd
 E

st
re

la
-d

o-
M

ar
 fi

el
ds

, a
nd

 a
no

th
er

 si
m

ila
r 

ag
re

em
en

t f
or

 
th

e 
C

av
al

o 
M

ar
in

ho
 fi

el
d.

 

T
he

 jo
in

t v
en

tu
re

 p
ar

tn
er

s i
n 

th
e 

C
or

al
 fi

el
d 

ha
ve

 a
lso

 e
nt

er
ed

 in
to

 a
n 

oi
l s

al
es

 a
gr

ee
m

en
t w

ith
 P

et
ro

br
as

 fo
r 

th
e 

oi
l p

ro
du

ce
d 

fr
om

 th
e 

C
or

al
 fi

el
d 

w
ith

 p
ri

ce
 li

nk
ed

 to
 B

re
nt

 B
le

nd
.

In
 th

e 
A

N
P 

(B
ra

zi
lia

n 
Pe

tr
ol

eu
m

 A
ge

nc
y)

 9
th

 b
id

di
ng

 ro
un

d 
he

ld
 in

 N
ov

em
be

r 
20

07
, t

he
 c

om
pa

ny
 w

as
 a

w
ar

de
d 

th
re

e 
bl

oc
ks

 in
 th

e 
Sa

nt
os

 b
as

in
; b

lo
ck

s S
-M

-1
03

5,
 S

-M
-1

03
6 

an
d 

S-
M

-1
10

0.
 N

or
se

 E
ne

rg
y 

is 
th

e 
op

er
at

or
 o

f t
he

se
 b

lo
ck

s w
ith

 a
n 

in
te

re
st

 o
f 5

0 
%

. T
he

 
co

nt
ra

ct
s w

ill
 b

e 
sig

ne
d 

in
 2

00
8.

C
am

am
u-

A
lm

ad
a 

B
as

in
N

or
se

 E
ne

rg
y’s

 a
ss

et
 p

or
tf

ol
io

 in
 B

ra
zi

l a
lso

 in
cl

ud
es

 th
re

e 
di

st
in

ct
 Jo

in
t V

en
tu

re
s i

n 
th

e 
C

am
am

u-
A

lm
ad

a 
of

fs
ho

re
 b

as
in

, l
oc

at
ed

 o
n 

th
e 

no
rt

he
as

te
rn

 c
oa

st
 o

f t
he

 c
ou

nt
ry

: B
C

A
M

-4
0 

B
lo

ck
, S

ar
di

nh
a 

fie
ld

, a
s w

el
l a

s B
M

-C
A

L 
5 

an
d 

B
M

-C
A

L 
6 

ex
pl

or
at

io
n 

bl
oc

ks
.

T
he

 c
on

ce
ss

io
n 

fo
r 

B
C

A
M

-4
0,

 c
ov

er
in

g 
ap

pr
ox

im
at

el
y 

93
5 

km
2,

 w
as

 a
w

ar
de

d 
to

 P
et

ro
br

as
 in

 1
99

8.
 In

 1
99

9 
Pe

tr
ob

ra
s p

re
se

nt
ed

 a
 

fa
rm

-in
 o

pp
or

tu
ni

ty
 fo

r 
pa

rt
ic

ip
at

io
n 

in
 th

e 
co

nc
es

sio
n.

 A
s a

 re
su

lt 
of

 th
at

 o
ffe

ri
ng

 a
 C

on
so

rt
iu

m
 C

on
tr

ac
t, 

a 
Pa

rt
ic

ip
at

io
n 

A
gr

ee
m

en
t 

an
d 

a 
Jo

in
t O

pe
ra

tin
g 

A
gr

ee
m

en
t a

m
on

g 
Pe

tr
ob

ra
s, 

Q
ue

ir
oz

 G
al

va
o 

an
d 

Pe
tr

os
er

v 
w

er
e 

ex
ec

ut
ed

 in
 2

00
0.

 In
 2

00
6,

 N
or

se
 E

ne
rg

y 
fin

al
iz

ed
 th

e 
ac

qu
isi

tio
n 

of
 R

io
 d

as
 C

on
ta

s P
et

ró
le

o 
Lt

da
 fr

om
 P

et
ro

se
rv

, a
 c

om
pa

ny
 th

at
 p

ar
tic

ip
at

es
 in

 th
e 

co
ns

or
tiu

m
. T

w
o 

im
po

r-
ta

nt
 d

isc
ov

er
ie

s w
er

e 
m

ad
e 

on
 th

is 
bl

oc
k:

 th
e 

M
an

at
i g

as
 fi

el
d,

 c
ur

re
nt

ly
 th

e 
se

co
nd

 b
ig

ge
st

 u
na

ss
oc

ia
te

d 
ga

s fi
el

d 
in

 B
ra

zi
l, 

an
d 

th
e 

B
A

S-
13

1 
oi

l a
nd

 g
as

 a
cc

um
ul

at
io

n,
 w

hi
ch

 is
 u

nd
er

 e
va

lu
at

io
n.

 P
et

ro
br

as
 o

pe
ra

te
s t

he
 e

xp
lo

ra
tio

n 
an

d 
de

ve
lo

pm
en

t a
nd

 p
ro

du
ct

io
n 

ac
tiv

iti
es

 in
 th

e 
bl

oc
k 

an
d 

ho
ld

s 3
5 

%
 o

f t
he

 in
te

re
st

s, 
w

hi
le

 Q
ue

ir
oz

 G
al

va
o 

is 
th

e 
m

aj
or

ity
 p

ar
tn

er
 w

ith
 5

5 
%

 a
nd

 R
io

 d
as

 C
on

ta
s 

pa
rt

ic
ip

at
es

 w
ith

 1
0 

%
.

T
he

 S
ar

di
nh

a 
fie

ld
 li

es
 a

bo
ut

 3
 k

m
 fr

om
 th

e 
co

as
t l

in
e 

of
 B

ah
ia

 S
ta

te
. I

t i
s a

 g
as

 fi
el

d 
w

ith
 a

n 
oi

l r
im

 o
n 

th
e 

ea
st

er
n 

sid
e 

of
 th

e 
st

ru
c-

tu
re

. T
he

 o
pe

ra
to

r 
is 

E
l P

as
o 

C
or

po
ra

tio
n 

(4
0 

%
) a

nd
 th

e 
pa

rt
ne

rs
 a

re
 P

et
ro

br
as

 (4
0 

%
) a

nd
 N

or
se

 E
ne

rg
y 

(2
0 

%
). 

T
he

 c
on

so
rt

iu
m

 is
 

cu
rr

en
tly

 d
isc

us
sin

g 
th

e 
de

ve
lo

pm
en

t p
la

n 
of

 th
e 

fie
ld

.

N
or

se
 E

ne
rg

y 
is 

pa
rt

 o
f a

no
th

er
 Jo

in
t V

en
tu

re
 in

 th
e 

C
am

am
u-

A
lm

ad
a 

ba
sin

 fo
r 

th
e 

ex
pl

or
at

io
n 

bl
oc

ks
 B

M
-C

A
L 

5 
an

d 
B

M
-C

A
L 

6.
 B

ot
h 

bl
oc

ks
 c

om
pr

ise
 a

n 
ar

ea
 o

f 1
 1

20
 k

m
².

 T
he

 Jo
in

t V
en

tu
re

 c
on

sis
ts

 o
f P

et
ro

br
as

 (o
pe

ra
to

r)
 th

at
 h

ol
ds

 4
5 

%
 in

te
re

st
, Q

ue
ir

oz
 

G
al

va
o 

w
ith

 1
8.

34
 %

, E
l P

as
o 

w
ith

 1
8.

33
 %

 a
nd

 N
or

se
 E

ne
rg

y,
 th

ro
ug

h 
its

 su
bs

id
ia

ry
 M

or
ro

 d
o 

B
ar

ro
 P

et
ró

le
o 

w
ith

 1
8.

33
%

.

La
st

ly
, N

or
se

 E
ne

rg
y 

is 
in

vo
lv

ed
 in

 a
 Jo

in
t V

en
tu

re
 re

la
te

d 
to

 th
e 

co
nc

es
sio

n 
of

 th
e 

ex
pl

or
at

io
n 

bl
oc

ks
 B

T-
R

E
C

-2
2 

an
d 

B
T-

R
E

C
-3

0.
 

T
he

se
 b

lo
ck

s c
ov

er
 a

 to
ta

l o
f 5

1 
km

² 
an

d 
ar

e 
in

 th
e 

fir
st

 e
xp

lo
ra

tio
n 

pe
ri

od
. T

he
 c

om
po

sit
io

n 
of

 th
e 

co
ns

or
tiu

m
 th

at
 h

ol
ds

 th
e 

co
nc

es
-

sio
n 

is:
 S

ta
rfi

sh
 O

il 
an

d 
G

as
 (o

pe
ra

to
r 

w
ith

 4
0 

%
), 

N
or

se
 E

ne
rg

y 
(3

0 
%

) a
nd

 D
ov

e 
E

ne
rg

y 
(3

0 
%

).

D
ev

el
op

m
en

t a
nd

 p
ro

du
ct

io
n 

is 
in

 a
cc

or
da

nc
e 

w
ith

 th
e 

jo
in

t o
pe

ra
tin

g 
ag

re
em

en
ts

 u
nd

er
 jo

in
t c

on
tr

ol
. T

he
 jo

in
t v

en
tu

re
 a

gr
ee

m
en

ts
 

co
rr

es
po

nd
 to

 a
 w

id
el

y 
ad

op
te

d 
pr

ac
tic

e 
in

 th
e 

in
te

rn
at

io
na

l o
il 

in
du

st
ry

, w
he

re
 c

om
pa

ni
es

 e
nd

ea
vo

r 
to

 sh
ar

e 
th

e 
ri

sk
s i

nh
er

en
t i

n 
ex

pl
or

at
io

n 
an

d 
pr

od
uc

tio
n 

pr
oj

ec
ts

.

U
SA

In
 th

e 
U

S 
ce

rt
ai

n 
of

 th
e 

na
tu

ra
l g

as
 w

el
ls 

ar
e 

in
 jo

in
t c

on
tr

ol
 w

ith
 o

th
er

 p
ar

tn
er

s. 
T

he
 jo

in
t v

en
tu

re
 a

gr
ee

m
en

ts
 c

or
re

sp
on

d 
to

 a
 w

id
el

y 
ad

op
te

d 
pr

ac
tic

e 
in

 th
e 

in
te

rn
at

io
na

l o
il 

in
du

st
ry

, w
he

re
 c

om
pa

ni
es

 e
nd

ea
vo

r 
to

 sh
ar

e 
th

e 
ri

sk
s i

nh
er

en
t i

n 
ex

pl
or

at
io

n 
an

d 
pr

od
uc

tio
n 

pr
oj

ec
ts

.

A
SS

O
C

IA
T

E
S

D
ur

in
g 

th
e 

fir
st

 q
ua

rt
er

 o
f 2

00
7,

 th
e 

co
m

pa
ny

 a
cq

ui
re

d 
a 

17
.5

 %
 in

te
re

st
 in

 S
om

er
se

t a
s p

ar
t o

f t
he

 p
ay

m
en

t f
or

 a
ss

et
s i

n 
th

e 
V

an
de

r-
m

ar
k 

tr
an

sa
ct

io
n 

(s
ee

 d
et

ai
ls 

in
 n

ot
e 

2)
. T

hi
s i

ni
tia

l i
nt

er
es

t w
as

 b
oo

ke
d 

at
 U

SD
 0

.5
5 

m
ill

io
n 

w
hi

ch
 re

fle
ct

ed
 th

e 
co

m
pa

ny
’s 

17
.5

 %
 

in
te

re
st

 in
 th

e 
as

se
ts

 tr
an

sf
er

re
d 

to
 S

om
er

se
t, 

us
in

g 
th

e 
sa

m
e 

va
lu

e 
of

 th
e 

as
se

ts
 a

s p
er

 th
e 

bu
sin

es
s c

om
bi

na
tio

n 
as

se
ss

m
en

t. 
D

ur
in

g 
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3

6
 N

o
te

s 
to

 C
o

n
so

li
d

at
ed

 F
in

an
ci

al
 S

ta
te

m
en

ts

G
en

er
al

 a
nd

 a
dm

in
is

tr
at

iv
e 

ex
pe

ns
es

Em
pl

oy
ee

 b
en

efi
t e

xp
en

se
s

G
en

er
al

 a
nd

 a
dm

in
ist

ra
tiv

e 
ex

pe
ns

es
 in

cl
ud

e 
w

ag
es

, e
m

pl
oy

er
’s 

co
nt

ri
bu

tio
n 

an
d 

ot
he

r 
co

m
pe

ns
at

io
n 

as
 d

et
ai

le
d 

be
lo

w
:

(A
m

ou
nt

s i
n 

U
SD

 1
 0

00
)

 B
oa

rd
 o

f D
ir

ec
to

rs
 s

ta
te

m
en

t o
n 

re
m

un
er

at
io

n 
of

 e
xe

cu
ti

ve
s

St
at

em
en

t f
or

 th
e 

cu
rr

en
t y

ea
r 

(2
00

8)
In

 a
cc

or
da

nc
e 

w
ith

 th
e 

N
or

w
eg

ia
n 

Pu
bl

ic
 L

im
ite

d 
Li

ab
ili

ty
 C

om
pa

ni
es

 A
ct

 §
6-

16
a,

 th
e 

B
oa

rd
 o

f D
ire

ct
or

s m
us

t p
re

pa
re

 a
 st

at
em

en
t 

on
 re

m
un

er
at

io
n 

of
 e

xe
cu

tiv
es

.

T
he

 B
oa

rd
 o

f D
ire

ct
or

s h
as

 a
pp

oi
nt

ed
 a

 C
om

pe
ns

at
io

n 
C

om
m

itt
ee

 th
at

 d
et

er
m

in
es

 th
e 

co
m

pe
ns

at
io

n 
st

ru
ct

ur
e 

an
d 

le
ve

ls 
of

 th
e 

co
m

pa
ny

’s 
C

E
O

. R
em

un
er

at
io

n 
fo

r 
th

e 
C

E
O

 c
on

sis
ts

 o
f b

ot
h 

fix
ed

 a
nd

 v
ar

ia
bl

e 
el

em
en

ts
. I

n 
ad

di
tio

n 
to

 a
 fi

xe
d 

sa
la

ry
, t

he
 C

E
O

 h
as

 
be

en
 g

ra
nt

ed
 st

oc
k 

op
tio

ns
 in

 th
e 

co
m

pa
ny

. T
he

 C
E

O
 is

 a
lso

 e
nt

itl
ed

 to
 tw

o 
ye

ar
s s

ev
er

an
ce

 p
ay

m
en

t.

N
or

se
 E

ne
rg

y 
ha

s e
st

ab
lis

he
d 

a 
co

m
pe

ns
at

io
n 

pr
og

ra
m

 fo
r 

ex
ec

ut
iv

e 
m

an
ag

em
en

t t
ha

t r
efl

ec
ts

 th
e 

re
sp

on
sib

ili
ty

 a
nd

 d
ut

ie
s a

s m
an

ag
e-

m
en

t o
f a

n 
in

te
rn

at
io

na
l o

il 
an

d 
ga

s c
om

pa
ny

, a
nd

 a
t t

he
 sa

m
e 

tim
e 

co
nt

ri
bu

te
 to

 a
dd

ed
 v

al
ue

 fo
r 

th
e 

co
m

pa
ny

’s 
sh

ar
eh

ol
de

rs
. T

he
 

go
al

 fo
r 

th
e 

B
oa

rd
 o

f D
ire

ct
or

s h
as

 b
ee

n 
to

 e
st

ab
lis

h 
a 

le
ve

l o
f r

em
un

er
at

io
n 

th
at

 is
 c

om
pe

tit
iv

e 
bo

th
 in

 d
om

es
tic

 a
nd

 in
te

rn
at

io
na

l 
te

rm
s t

o 
en

su
re

 th
at

 th
e 

co
m

pa
ny

 is
 a

n 
at

tr
ac

tiv
e 

em
pl

oy
er

 th
at

 c
an

 o
bt

ai
n 

a 
qu

al
ifi

ed
 w

or
kf

or
ce

. 

R
em

un
er

at
io

n 
fo

r 
ex

ec
ut

iv
e 

m
an

ag
em

en
t c

on
sis

ts
 o

f b
ot

h 
fix

ed
 a

nd
 v

ar
ia

bl
e 

el
em

en
ts

. T
he

 fi
xe

d 
el

em
en

ts
 c

on
sis

t o
f s

al
ar

ie
s a

nd
 o

th
er

 
be

ne
fit

s (
fr

ee
 p

ho
ne

, e
le

ct
ro

ni
c 

co
m

m
un

ic
at

io
n,

 n
ew

sp
ap

er
, c

ar
 a

llo
w

an
ce

 e
tc

), 
w

hi
le

 th
e 

va
ri

ab
le

 e
le

m
en

ts
 c

on
sis

t o
f p

er
fo

rm
an

ce
 

ba
se

d 
bo

nu
s a

rr
an

ge
m

en
t a

nd
 a

 st
oc

k 
op

tio
n 

sc
he

m
e 

th
at

 w
as

 a
pp

ro
ve

d 
by

 th
e 

A
nn

ua
l G

en
er

al
 M

ee
tin

g 
in

 (A
G

M
) 2

00
6.

 T
he

 a
nn

ua
l 

bo
nu

s w
ill

 b
e 

de
te

rm
in

ed
 b

as
ed

 o
n 

th
e 

ac
hi

ev
em

en
t o

f c
er

ta
in

 p
re

-s
et

 ta
rg

et
s.

T
he

 B
oa

rd
 o

f D
ire

ct
or

s i
s c

ur
re

nt
ly

 c
on

sid
er

in
g 

a 
ne

w
 st

oc
k 

op
tio

n 
sc

he
m

e.
 S

uc
h 

a 
st

oc
k 

op
tio

n 
sc

he
m

e 
w

ill
 p

ri
m

ar
ily

 fo
llo

w
 th

e 
re

gu
la

tio
ns

 o
f t
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 p
ro

po
rt

io
n 

of
 fi

xe
d 

to
 fl

oa
tin

g 
ra

te
 b

or
ro

w
in

gs
 w

ith
in

 li
m

its
 a

pp
ro

ve
d 

by
 th

e 
B

oa
rd

 o
f D

ire
ct

or
s. 

W
e 

w
ill

 a
ch

ie
ve

 th
is 

th
ro

ug
h 

ob
ta

in
in

g 
a 

m
ix

 o
f fi

xe
d 

an
d 

flo
at

in
g 

ra
te

 te
rm

 d
eb

t, 
an

d 
by

 e
nt

er
in

g 
in

to
 in

te
re

st
 

ra
te

 sw
ap

s.

C
om

m
od

ity
 p

ri
ce

 r
isk

T
he

 n
at

ur
e 

of
 th

e 
co

m
pa

ny
’s 

in
du

st
ry

 is
 su

bj
ec

t t
o 

co
ns

id
er

ab
le

 p
ri

ce
 v

ol
at

ili
ty

, o
ve

r 
w

hi
ch

 w
e 

ho
ld

 li
tt

le
 c

on
tr

ol
, a

nd
 a

 m
at

er
ia

l 
de

cl
in

e 
in

 c
om

m
od

ity
 p

ri
ce

s c
ou

ld
 re

su
lt 

in
 a

 d
ec

re
as

e 
in

 o
ur

 p
ro

du
ct

io
n 

re
ve

nu
e.

 T
o 

m
an

ag
e 

th
is 

ri
sk

, w
e 

st
ri

ve
 to

 k
ee

p 
a 

ba
la

nc
e 

be
tw

ee
n 

fix
ed

 a
nd

 fl
oa

tin
g 

pr
ic

e 
co

nt
ra

ct
s.

O
IL

T
he

 c
om

pa
ny

 c
ur

re
nt

ly
 o

nl
y 

ha
s o

il 
pr

od
uc

tio
n 

in
 B

ra
zi

l. 
D

ue
 to

 th
e 

vo
la

til
ity

 in
 th

e 
oi

l p
ro

du
ct

io
n 

vo
lu

m
es

 in
 re

ce
nt

 p
er

io
ds

, i
t 

is 
th

e 
co

m
pa

ny
’s 

po
lic

y 
no

t t
o 

se
ll 

an
y 

oi
l f

or
w

ar
d.

 In
st

ea
d,

 o
il 

pu
t o

pt
io

ns
 th

at
 p

ro
vi

de
 a

 fl
oo

r 
fo

r 
th

e 
pr

ic
e 

of
 o

il 
so

ld
 in

 B
ra

zi
l i

s 
de

em
ed

 a
n 

ap
pr

op
ri

at
e 

ri
sk

 m
an

ag
em

en
t t

oo
l. 

It
 is

 c
om

pa
ny

 p
ol

ic
y 

th
at

 o
il 

pu
t o

pt
io

ns
 sh

ou
ld

 b
e 

co
ns

id
er

ed
 fo

r 
a 

pa
rt

 o
f t

he
 e

x-
pe

ct
ed

 p
ro

du
ct

io
n 

vo
lu

m
es

.

E
st

im
at

ed
 p

ro
du

ct
io

n 
vo

lu
m

es
 a

nd
 th

e 
le

ve
l o

f e
xp

os
ur

e 
is 

m
on

ito
re

d 
cl

os
el

y 
by

 m
an

ag
em

en
t o

n 
a 

re
gu

la
r 

ba
sis

. A
ny

 c
ha

ng
es

 to
 th

e 
le

ve
l o

f e
xp

os
ur

e 
sh

al
l b

e 
ap

pr
ov

ed
 b

y 
th

e 
B

O
D

. 

N
AT

U
RA

L 
G

A
S

T
he

 G
ro

up
 h

as
 n

at
ur

al
 g

as
 p

ro
du

ct
io

n 
bo

th
 in

 B
ra

zi
l a

nd
 in

 th
e 

U
S.

 

In
 B

ra
zi

l, 
a 

fix
ed

 p
ri

ce
 c

on
tr

ac
t, 

w
hi

ch
 is

 a
dj

us
te

d 
an

nu
al

ly
 fo

r 
in

fla
tio

n 
an

d 
w

ith
 p

ri
ce

 re
ne

go
tia

tio
n 

in
 th

re
e 

ye
ar

s, 
ha

s b
ee

n 
es

ta
b-

lis
he

d 
w

ith
 P

et
ro

br
as

. T
hi

s t
ak

e-
or

-p
ay

 c
on

tr
ac

t h
as

 a
 te

rm
 re

la
te

d 
to

 m
in

im
um

 a
nd

 a
 m

ax
im

um
 v

ol
um

e 
pr

od
uc

ed
. A

s P
et

ro
br

as
 is

 
de

em
ed

 a
s a

 h
ig

he
r 

cr
ed

itw
or

th
y 

cu
st

om
er

, n
o 

fu
rt

he
r 

ri
sk

 m
an

ag
em

en
t m

ea
su

re
s a

re
 d

ee
m

ed
 n

ec
es

sa
ry

 fo
r 

th
e 

na
tu

ra
l g

as
 p

ro
du

ct
io

n 
in

 B
ra

zi
l.

In
 th

e 
U

S,
 th

e 
co

m
pa

ny
’s 

na
tu

ra
l g

as
 p

ro
du

ct
io

n 
is 

su
bj

ec
t t

o 
m

ar
ke

t p
ri

ce
 fl

uc
tu

at
io

ns
. A

s o
pe

ra
to

r 
fo

r 
m

os
t a

ll 
th

e 
U

S 
ga

s p
ro

du
c-

tio
n,

 th
e 

co
m

pa
ny

 is
 a

lso
 th

e 
se

lle
r 

of
 m

os
t a

ll 
ou

r 
pr

od
uc

tio
n.

 T
he

 c
om

pa
ny

’s 
ga

s p
ro

du
ct

io
n 

is 
no

t e
xp

os
ed

 to
 si

gn
ifi

ca
nt

 p
ro

du
ct

io
n 

in
te

rr
up

tio
ns

 o
ut

sid
e 

of
 th

e 
po

te
nt

ia
l f

re
ez

e 
up

s w
in

te
rt

im
e 

or
 w

he
n 

in
te

rs
ta

te
 p

ip
el

in
es

, w
hi

ch
 w

e 
tr

an
sp

or
t m

os
t a

ll 
ou

r 
pr

od
uc

tio
n,

 
ar

e 
do

w
n 

fo
r 

m
ai

nt
en

an
ce

 o
r 

w
e 

ha
ve

 c
om

pr
es

sio
n 

do
w

nt
im

e 
as

 m
os

t o
f t

he
 g

as
 p

ro
du

ct
io

n 
re

qu
ire

s c
om

pr
es

sio
n 

fo
r 

sa
le

. 

D
ue

 to
 li

m
ite

d 
hi

st
or

ic
al

 d
ow

nt
im

e,
 m

os
t a

ll 
ou

r 
U

S 
ga

s p
ro

du
ct

io
n 

is 
th

er
ef

or
e 

de
em

ed
 a

cc
ep

ta
bl

e 
to

 u
se

 fi
xe

d 
pr

ic
e 

fo
rw

ar
d 

sa
le

s 
co

nt
ra

ct
s t

o 
se

cu
re

 c
er

ta
in

 p
ro

fit
s l

ev
el

. T
he

se
 fo

rw
ar

d 
co

nt
ra

ct
s c

an
 b

e 
ei

th
er

 p
hy

sic
al

 o
r 

fin
an

ci
al

 d
er

iv
at

iv
e 

ba
se

d.
 H

ist
or

ic
al

ly
 th

e 
co

m
pa

ny
 h

as
 b

ee
n 

us
in

g 
bo

th
 th

e 
ph

ys
ic

al
 a

nd
 fi

na
nc

ia
l m

ar
ke

ts
 to

 se
cu

re
 so

m
e 

of
 it

s f
ut

ur
e 

pr
od

uc
tio

n.
 In

 g
en

er
al

 th
e 

C
om

pa
ny

 h
as

 
a 

po
lic

y 
to

 h
ed

ge
 n

ot
 m

or
e 

th
an

 6
0 

%
 o

f p
ro

ve
n 

pr
od

uc
tio

n,
 w

hi
ch

 c
ou

ld
 b

e 
in

cr
ea

se
d 

to
 8

0%
 in

 m
or

e 
sp

ec
ia

l c
ir

cu
m

st
an

ce
s. 

C
ur

-
re

nt
ly

 a
ny

 h
ed

gi
ng

 is
 su

bj
ec

t t
o 

B
oa

rd
 o

f D
ire

ct
or

s a
pp

ro
va

l.

M
ar

ke
tin

g 
ac

tiv
ity

 r
isk

O
ur

 E
ne

rg
y 

M
ar

ke
tin

g 
di

vi
sio

n 
ge

ne
ra

te
s a

 m
ar

gi
n 

th
ro

ug
h 

sa
le

s a
nd

 p
ur

ch
as

es
 o

f p
hy

sic
al

 v
ol

um
es

 o
f n

at
ur

al
 g

as
. T

he
 m

aj
or

ity
 o

f 
th

e 
fix

ed
 p

ri
ce

 p
ur

ch
as

e-
co

nt
ra

ct
s, 

bo
th

 fi
na

nc
ia

l a
nd

 p
hy

sic
al

, a
re

 b
al

an
ce

d 
w

ith
 fi

xe
d 

pr
ic

e 
sa

le
s-

co
nt

ra
ct

s, 
fin

an
ci

al
 o

r 
ph

ys
ic

al
.

O
th

er
 p

ri
ce

 r
isk

T
he

 c
om

pa
ny

 is
 e

xp
os

ed
 to

 e
qu

ity
 se

cu
ri

tie
s p

ri
ce

 r
isk

 b
ec

au
se

 o
f i

nv
es

tm
en

ts
 h

el
d 

by
 th

e 
co

m
pa

ny
 a

nd
 c

la
ss

ifi
ed

 o
n 

th
e 

co
ns

ol
id

at
ed

 
ba

la
nc

e 
sh

ee
t a

s n
on

-c
ur

re
nt

 a
ss

et
s a

t f
ai

r 
va

lu
e 

th
ro

ug
h 

pr
ofi

t o
r 

lo
ss

.

N
o

te
s 

to
 C

o
n

so
li

d
at

ed
 F

in
an

ci
al

 S
ta

te
m

en
ts

 6
3

Fi
na

nc
ia

l r
is

k 
m

an
ag

em
en

t 

O
ve

rv
ie

w
T

he
 a

ct
iv

iti
es

 o
f t

he
 c

om
pa

ny
 a

re
 e

xp
os

ed
 to

 v
ar

io
us

 fi
na

nc
ia

l r
isk

s; 
liq

ui
di

ty
 r

isk
, c

re
di

t r
isk

 a
nd

 m
ar

ke
t r

isk
. T

he
 la

tt
er

 in
cl

ud
es

 
fo

re
ig

n 
ex

ch
an

ge
 r

isk
, i

nt
er

es
t r

at
e 

ri
sk

, p
ri

ce
 r

isk
 a

nd
 e

ne
rg

y 
m

ar
ke

tin
g 

ac
tiv

ity
 r

isk
. T

he
 o

ve
ra

ll 
ri

sk
 m

an
ag

em
en

t p
ro

gr
am

 fo
cu

se
s o

n 
th

e 
un

pr
ed

ic
ta

bi
lit

y 
of

 fi
na

nc
ia

l m
ar

ke
ts

 a
nd

 se
ek

s t
o 

m
in

im
iz

e 
po

te
nt

ia
l a

dv
er

se
 e

ffe
ct

s o
n 

fin
an

ci
al

 p
er

fo
rm

an
ce

 –
 m

or
e 

sp
ec

ifi
ca

lly
 

th
e 

ri
sk

 a
ss

oc
ia

te
d 

w
ith

 o
ur

 fl
oa

tin
g 

in
te

re
st

 lo
an

s, 
cu

rr
en

cy
 lo

an
s a

nd
 th

e 
pr

ic
e 

fo
r 

oi
l a

nd
 g

as
. D

er
iv

at
iv

e 
fin

an
ci

al
 in

st
ru

m
en

ts
 a

re
 

us
ed

 to
 h

ed
ge

 su
ch

 r
isk

 e
xp

os
ur

es
. 

Fi
na

nc
ia

l r
isk

 m
an

ag
em

en
t i

s c
ar

ri
ed

 o
ut

 b
y 

em
pl

oy
ee

s i
n 

th
e 

pa
re

nt
 c

om
pa

ny
 N

or
se

 E
ne

rg
y 

C
or

p.
 A

SA
 in

 O
slo

 u
nd

er
 p

ol
ic

ie
s a

p-
pr

ov
ed

 b
y 

th
e 

B
oa

rd
 o

f D
ire

ct
or

s. 
M

an
ag

em
en

t o
f N

or
se

 E
ne

rg
y 

C
or

p.
 A

SA
 id

en
tifi

es
, e

va
lu

at
es

 a
nd

 h
ed

ge
s fi

na
nc

ia
l r

isk
s i

n 
cl

os
e 

co
op

er
at

io
n 

w
ith

 th
e 

op
er

at
in

g 
un

its
 in

 B
ra

zi
l a

nd
 U

SA
. T

he
 B

oa
rd

 o
f D

ire
ct

or
s r

ev
ie

w
s t

he
se

 w
ri

tt
en

 p
ri

nc
ip

le
s f

or
 o

ve
ra

ll 
ri

sk
 m

an
-

ag
em

en
t a

nd
 th

e 
po

lic
ie

s c
ov

er
in

g 
sp

ec
ifi

c 
ar

ea
s, 

su
ch

 a
s f

or
ei

gn
 e

xc
ha

ng
e 

ri
sk

, i
nt

er
es

t r
at

e 
ri

sk
, c

re
di

t r
isk

, u
se

 o
f d

er
iv

at
iv

e 
fin

an
ci

al
 

in
st

ru
m

en
ts

 a
nd

 n
on

-d
er

iv
at

iv
e 

fin
an

ci
al

 in
st

ru
m

en
ts

, a
s w

el
l a

s i
nv

es
tm

en
t o

f e
xc

es
s l

iq
ui

di
ty

.

N
or

se
 E

ne
rg

y 
m

an
ag

es
 it

s c
ap

ita
l t

o 
en

su
re

 th
at

 th
e 

co
m

pa
ny

 w
ill

 b
e 

ab
le

 to
 c

on
tin

ue
 a

s a
 g

oi
ng

 c
on

ce
rn

 w
hi

le
 m

ax
im

iz
in

g 
th

e 
re

tu
rn

 
to

 sh
ar

eh
ol

de
rs

 th
ro

ug
h 

op
tim

iz
in

g 
th

e 
ba

la
nc

e 
be

tw
ee

n 
de

bt
 a

nd
 e

qu
ity

. T
he

 c
om

pa
ny

 a
im

s t
o 

se
cu

re
 lo

ng
-t

er
m

 fi
na

nc
in

g 
in

 d
iv

er
si-

fie
d 

ca
pi

ta
l m

ar
ke

ts
 in

 o
rd

er
 to

 a
vo

id
 d

ep
en

de
nc

y 
on

 a
 si

ng
le

 m
ar

ke
t o

r 
fin

an
ci

al
 in

st
itu

tio
n.

 T
he

 c
om

pa
ny

 a
lso

 se
ek

s t
o 

ha
ve

 c
er

ta
in

 
fle

xi
bi

lit
y 

as
 ti

m
in

g 
of

 p
ro

je
ct

s i
n 

bo
th

 B
ra

zi
l a

nd
 th

e 
U

S 
ca

n 
va

ry
 g

re
at

ly
. T

he
 c

ur
re

nt
 fi

na
nc

ia
l s

tr
uc

tu
re

 o
f t

he
 c

om
pa

ny
 sh

ou
ld

 
pr

ov
id

e 
th

e 
fle

xi
bi

lit
y 

ne
ce

ss
ar

y 
to

 re
sp

on
d 

to
 th

e 
ca

pi
ta

l n
ee

ds
 w

he
n 

bu
sin

es
s o

pp
or

tu
ni

tie
s o

cc
ur

.

T
he

 e
qu

ity
 r

at
io

 a
t t

he
 e

nd
 o

f 2
00

7 
w

as
 a

pp
ro

xi
m

at
el

y 
19

 %
 c

om
pa

re
d 

to
 2

6 
%

 a
t t

he
 e

nd
 o

f 2
00

6.
 F

or
 d

et
ai

ls 
on

 th
e 

co
m

pa
ny

’s 
eq

ui
ty

, r
ef

er
 to

 n
ot

e 
16

, a
nd

 fo
r 

de
ta

ils
 o

n 
in

te
re

st
 b

ea
ri

ng
 d

eb
t, 

re
fe

r 
to

 n
ot

e 
17

. T
he

re
 w

er
e 

no
 si

gn
ifi

ca
nt

 c
ha

ng
es

 in
 th

e 
co

m
pa

ny
’s 

ap
pr

oa
ch

 to
 c

ap
ita

l m
an

ag
em

en
t d

ur
in

g 
20

07
 o

r 
20

06
.

T
hi

s n
ot

e 
pr

es
en

ts
 in

fo
rm

at
io

n 
ab

ou
t t

he
 c

om
pa

ny
’s 

ex
po

su
re

 to
 th

e 
ri

sk
s m

en
tio

ne
d 

ab
ov

e 
an

d 
th

e 
ob

je
ct

iv
es

 a
nd

 p
ol

ic
ie

s f
or

 m
ea

-
su

ri
ng

 a
nd

 m
an

ag
in

g 
su

ch
 r

isk
s.

Li
qu

id
it

y 
ri

sk
Pr

ud
en

t l
iq

ui
di

ty
 r

isk
 m

an
ag

em
en

t i
nc

lu
de

s m
ai

nt
ai

ni
ng

 su
ffi

ci
en

t c
as

h 
an

d 
m

ar
ke

ta
bl

e 
se

cu
ri

tie
s, 

th
e 

av
ai

la
bi

lit
y 

of
 fu

nd
in

g 
fr

om
 a

n 
ad

eq
ua

te
 a

m
ou

nt
 o

f c
om

m
itt

ed
 c

re
di

t f
ac

ili
tie

s, 
an

d 
th

e 
ab

ili
ty

 to
 c

lo
se

 o
ut

 m
ar

ke
t p

os
iti

on
s. 

D
ue

 to
 th

e 
dy

na
m

ic
 n

at
ur

e 
of

 o
ur

 u
n-

de
rly

in
g 

bu
sin

es
s, 

pa
re

nt
 c

om
pa

ny
 m

an
ag

em
en

t m
ai

nt
ai

ns
 fl

ex
ib

ili
ty

 in
 fu

nd
in

g 
by

 m
ai

nt
ai

ni
ng

 a
va

ila
bi

lit
y 

un
de

r 
co

m
m

itt
ed

 c
re

di
t 

lin
es

 a
nd

 th
ro

ug
h 

th
e 

bo
nd

 m
ar

ke
t. 

In
 a

dd
iti

on
, m

an
ag

em
en

t o
bt

ai
ns

 fu
nd

in
g 

th
ro

ug
h 

re
se

rv
e 

ba
se

d 
le

nd
in

g 
in

 th
e 

U
S.

C
re

di
t r

is
k

C
re

di
t r

isk
 is

 m
an

ag
ed

 o
n 

a 
gr

ou
p 

ba
sis

. C
re

di
t r

isk
 a

ri
se

s f
ro

m
 c

as
h 

an
d 

ca
sh

 e
qu

iv
al

en
ts

, d
er

iv
at

iv
e 

fin
an

ci
al

 in
st

ru
m

en
ts

 a
nd

 d
ep

os
-

its
 w

ith
 b

an
ks

 a
nd

 fi
na

nc
ia

l i
ns

tit
ut

io
ns

, a
s w

el
l a

s c
re

di
t e

xp
os

ur
es

 to
 c

us
to

m
er

s, 
in

cl
ud

in
g 

ou
ts

ta
nd

in
g 

re
ce

iv
ab

le
s a

nd
 c

om
m

itt
ed

 
tr

an
sa

ct
io

ns
. 

fin
an

ci
al

 in
st

itu
tio

ns
 (e

xc
ep

t m
in

or
 is

su
es

) a
re

 a
pp

ro
ve

d 
by

 th
e 

C
FO

.

If
 o

ur
 c

us
to

m
er

s a
re

 in
de

pe
nd

en
tly

 r
at

ed
, t

he
se

 r
at
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 3
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.2
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an
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to
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cq
ui

re
 

32
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f t
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 c
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pa
ny
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n 
sh

ar
es

. T
he

 m
an

da
te

 w
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no

t r
es

tr
ic

te
d 

to
 d

efi
ne

d 
pu

rp
os

es
, a

s 
re

co
m

m
en

de
d 

by
 th

e 
C

od
e,

 a
nd
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 v

al
id

 u
nt

il 
th

e 
ne

xt
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nn
ua

l G
en

er
al

 M
ee

ti
ng
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N

on
e 

of
 th

e 
m

en
ti

on
ed
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ut

ho
ri

za
ti

on
s 
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s 

be
en

 e
xe

rc
is

ed
 d

ur
-

in
g 
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th

or
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at
io
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.

4 
E

qu
al

 T
re
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m

en
t 
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 S
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re
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er
s 
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d 

C
lo

se
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ss
oc

ia
te

s
N

or
se

 E
ne

rg
y 

ha
s 

on
e 
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s 
of
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re
s 
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es
en

ti
ng
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ne

 v
ot

e 
at

 
th

e 
A

nn
ua

l G
en

er
al

 M
ee

ti
ng

 (
A

G
M
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 T

he
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rt
ic

le
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of
 a

ss
oc

ia
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on

 c
on

ta
in

 n
o 

re
st

ri
ct

io
n 

re
ga

rd
in

g 
th

e 
ri

gh
ts
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 v

ot
e.

 B
oa

rd
 

m
em

be
rs
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an
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en
t a

nd
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lo
se
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ss

oc
ia

te
s 

m
us

t c
le

ar
 tr

an
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ti

on
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pr
io
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to
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ur

ch
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of

 s
ha

re
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in
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e 
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pa

ny
.

A
s 

m
en

ti
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ed
 in

 c
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er
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00
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G
en

er
al

 M
ee

ti
ng

 g
av

e 
th

e 
B

oa
rd

 a
ut

ho
ri

ty
 to

 in
cr

ea
se

 th
e 

co
m

pa
ny

’s 
sh

ar
e 

ca
pi

ta
l. 

A
c-
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rd

in
g 

to
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e 
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ti
on
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st
in

g 
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ol
de
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re
nt

ia
l 

ri
gh

ts
 to
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ub

sc
ri

pt
io

n 
of
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ha

re
s 

w
ill

 b
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se
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si
de

.

5 
Fr

ee
ly

 N
eg

ot
ia

bl
e 

Sh
ar

es
T

he
 N

or
se

 E
ne

rg
y 

C
or

p.
 A

SA
 s

ha
re
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 li

st
ed

 o
n 

T
he

 O
sl

o 
St

oc
k 

E
xc

ha
ng

e.
 T

he
re
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re

 n
o 

re
st

ri
ct

io
ns

 o
n 

ne
go

ti
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ili
ty
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N
or

se
 E

ne
rg

y’
s 

A
rt

ic
le

s 
of

 a
ss

oc
ia

ti
on

. H
en

ce
 N

or
se

 E
ne

rg
y’

s 
sh

ar
es

 a
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 fr
ee

ly
 n

eg
ot

ia
bl

e,
 a

nd
 th
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 n

o 
re

st
ri

ct
io

ns
 o

n 
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yi
ng

 
or

 s
el

lin
g 

th
e 

sh
ar

es
 in

 N
or

w
ay

, o
th

er
s 

th
an

 th
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e 
re

qu
ir

ed
 b

y 
N

or
w

eg
ia

n 
le

gi
sl

at
io

n.

6 
G

en
er

al
 M

ee
ti

ng
s

T
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 a
nn

ua
l g

en
er

al
 m

ee
ti

ng
 is

 th
e 

co
m

pa
ny

’s 
hi

gh
es

t b
od
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8

8
 S

ta
te

m
en

t 
o

n
 C

o
rp

o
ra

te
 G

o
ve

rn
an

ce
 i

n
 N

o
rs

e 
E

n
er
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y

 C
o

rp
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A
S

A

pl
an

s 
la

id
 o

ut
 b

y 
th

e 
op

er
at

or
s 

of
 th
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e 

fie
ld

s.
 T

o 
m

it
ig

at
e 

su
ch

 
fin

an
ci

al
 r
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ks

, t
he

 c
om

pa
ny
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as

 e
nt

er
ed

 in
to

 s
ev

er
al

 fi
na

nc
ia

l 
de

ri
va

ti
ve

 tr
an

sa
ct

io
ns

 s
uc

h 
as

 h
ed

gi
ng

 o
f n

at
ur

al
 g

as
 p

ro
du

c-
ti

on
, p

ur
ch
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e 

of
 c

ur
re

nc
y 

sw
ap

s 
(p

ar
ti

al
ly

 w
it

h 
fix

ed
 in

te
re

st
) 

an
d 

pu
rc
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se

 o
f o

il 
pu

t o
pt

io
ns

.

Fo
r 

fu
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he
r 

de
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ils
 o

n 
th

e 
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e 
of

 fi
na
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ia

l i
ns

tr
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en
ts

, r
ef

er
 to

 
no

te
 1

1 
in
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e 

co
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ol
id

at
ed

 fi
na

nc
ia

l s
ta

te
m

en
ts

 a
nd
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e 

co
m

-

no
te
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2 

in
 th

e 
co
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ol

id
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ed
 fi

na
nc

ia
l s

ta
te

m
en

ts
.

 11
 R

em
un

er
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of
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 o
f D

ir
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rs
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 r
em

un
er
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io

n 
of

 th
e 
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rd
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f D
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ec
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rs
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ill
 b
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de
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e 

A
G

M
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h 

ye
ar

. T
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 B
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rd
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em
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rs
 c

ur
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nt
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ei
ve

 
re

m
un

er
at

io
n 

fo
r 
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r 
w

or
k 

ac
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rd
in
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to

 th
e 
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w
in
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te
s 

pe
r 

ye
ar
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B
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rd
 c
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ir
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O

K
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50
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B
oa

rd
 m

em
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K
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O
 d

oe
s 

no
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ec
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ve
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ny
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em
un

er
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io
n 
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r 
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in
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a 
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rd
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em
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 R

em
un

er
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ve
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N

or
se
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ne

rg
y 
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s 
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in
te
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C
om

pe
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at
io
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C

om
m

it
te
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w
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ch

 m
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eg
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ar
ly
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ec
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ve
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f t
he

 c
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m
it

te
e 

is
 to

 
de

te
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in
e 
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e 
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m

pe
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e 
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d 
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ls
 o

f t
he

 c
om

-
pa

ny
’s 

C
E

O
.

W
ag

es
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 a
nd

 o
th

er
 r

em
un

er
at

io
n 

of
 o

th
er

 m
em

be
rs

 o
f m

an
-

ag
em

en
t s

ha
ll 

be
 d
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ed
 b

y 
th

e 
ad

m
in
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tr

at
io

n.
 T

he
 p

ri
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ip
le

s 
of

 r
em

un
er

at
io

n 
sh

al
l b

e 
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se
d 

on
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el
ev

an
t d

ir
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ti
on
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ap

pr
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ed
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 th

e 
B
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rd

. R
em

un
er

at
io

n 
to

 th
e 

C
E

O
 s

ha
ll 
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t m
ar

ke
t 
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rm
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an

d 
de

ci
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by
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e 

B
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rd
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nd
 m
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e 
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fic

ia
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G

M
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ye

ar
. A

w
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de
d 
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s 
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us

t b
e 
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t t

he
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G
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ua
l R

ep
or

t s
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st

at
e 

th
e 
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an

ag
em

en
t’s
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eg
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ar

 w
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es
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en
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n 
ki
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, b
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 s
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em
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, o
pt

io
n 

ag
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em
en
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, p

en
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on
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he

m
es

 a
nd
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ed

un
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nc
y 

pa
y.
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at
io
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ou
t o
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nd
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rd

 m
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d 
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al

 r
ep
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t 
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m
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E
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e.

13
 I

nf
or

m
at

io
n 

an
d 

C
om

m
un

ic
at

io
n

N
or

se
 E

ne
rg

y’
s 

in
fo

rm
at

io
n 

po
lic

y 
is

 b
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 p
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ia
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ke
t w
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fo
rm

at
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ay
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at
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al
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en

t o
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ll 
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d 

sa
ti
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es
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re
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on
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ti
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 to
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ed
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pa
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ne
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m

un
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at
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je
ct
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es
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vi
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lit
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 o
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ill
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ev
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ct
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ug
h 

pr
ec

is
e,

 r
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ev
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t, 
ti
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te
nt
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or

se
 E

ne
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d 

in
te
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al

 c
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un

ic
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io
n 
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ti
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e 
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m
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ed
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 c
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ar
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nd
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d 
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e 
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m
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’s 
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d 
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d 
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on
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 p
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A
ll 

se
ns

it
iv

e 
in
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at
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w
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 b
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d 
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d 
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m
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e 
w

it
h 
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ut
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d 
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e 
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nt
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ck
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xc
ha
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e 
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  P

ri
m
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y 
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de
rs

 c
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tr
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e 

in
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e 
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m

pa
ny
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es

 e
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ht
 w

ee
ks
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er
 th

e 
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te
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y 
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lts
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d.

N
or

se
 E

ne
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y 
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ve
s 
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ur
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ua

rt
er

ly
 p
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se

nt
at

io
ns
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ea
r 

to
 

sh
ar

eh
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de
rs

, p
ot

en
ti

al
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st

or
s 

an
d 

an
al

ys
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, i
n 
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on
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pr
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en
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ti
on

s 
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 c
on

fe
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nc
es
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ut
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f N
or
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m
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ve
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n 
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g 
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e 
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m
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 c
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rm
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a 
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ba
si

s.
 I

n 
ad
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e 
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e 

w
eb
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te

.
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l r
ep

or
ts

 th
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ug
h 
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in
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on
ne
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o 
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E
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 c
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e 
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k 

E
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w
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h 
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f D
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 d
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e 
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A
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 d
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 b
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 b
y 
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e 
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en

er
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 M
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ti
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e 
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n 
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 b
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e 
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 o
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 ta
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 b

y 
th
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 b
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ng
 A

S 
ha

s 
pr

ev
io

us
ly

 b
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or

se
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 C
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 c
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 s
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l f
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 c
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 b
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 c
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 c
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 C
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ra
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 o
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 b
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 b
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 p
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at
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 p
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 b
oa

rd
 a

nd
 th

e 
C

E
O

. A
ft

er
 th

e 
m

ee
ti

ng
 th
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 p
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 p
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 b
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ra
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 b
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 c
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 d
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