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(NOK)	 Note	 2007	 2006
Revenue	
Revenue		  0	 0

Operating expenses	
Exploration expenses	 13	 156 748 882	 28 561 061
Payroll expenses	 3,4	 422 422	 936 182
Depreciation and amortisation expenses	 6	 1 067 875	 268 255
Other operating expenses	 7	 640 507	 1 994 711
Total operating expenses		  158 879 685	 31 760 208

Operating income (loss)		  -158 879 685	 -31 760 208

Financial income and expenses	
Interest income		  3 248 920	 564 561
Other financial income	 11	 358 325	 8 097
Interest expenses		  3 472 095	 0
Other financial expenses	 11	 7 679 739	 3 143 846
Net financial items 		  7 544 589	 2 571 188

Income (loss) before tax		  -166 424 274	 -34 331 396

Income taxes	 8	 -127 706 189	 0

Net income (loss)		  -38 718 085	 -34 331 396

Transfer: 
Other equity		  -38 718 085	 -34 331 396

INCOME STATEMENT

Income statement
(NOK)	 Note	 2007	 2006
Fixed assets
Capitalised exploration and licence rights	 6	 86 025 957	 0
Fixtures and fittings, software, office machinery etc	 6	 2 480 171	 2 085 162
Total fixed assets		  88 506 128	 2 085 162

Current assets
Current receivables
Other short‑term receivables	 8,14	 113 459 204	 1 993 333

Cash and cash equivalents
Cash and cash equivalents	 2,12	 34 025 151	 26 996 582

Total current assets		  147 484 355	 28 989 915

Total assets		  235 990 483	 31 075 077

Equity
Paid-in capital
Share capital	 9,10	 8 947 602	 6 910 560
Share premium reserve	 9	 119 503 248	 47 980 440
Other paid-in capital	 4,9	 1 482 696	 0
Total paid-in capital		  129 933 546	 54 891 000

Retained earnings
Losses carried forward	 9	 -73 494 602	 -34 776 517

Total equity		  56 438 944	 20 114 483

Liabilities
Provisions
Other provisions	 4,5	 460 261	 59 000

Non-current liabilities
Interest bearing loans	 16	 55 899 622	 0

Current liabilities
Trade payables		  1 322 676	 8 674 610
Public duties payable		  1 723 811	 391 995
Other current liabilities	 15	 120 145 169	 1 834 989
Total current liabilities		  123 191 657	 10 901 594

Total liabilities		  179 551 539	 10 960 594

Total equity and liabilities		  235 990 483	 31 075 077

Billingstad, April 4, 2008

BALANCE SHEET

Balance sheet as of 31 December 

Einar H. BandlienMatthew Bristler

Simon MunroBill McCall Per Øystein Grimstad

Ingjald Ørbeck Sørheim
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Notes
The financial statements are prepared in accordance with the Norwegian Accounting Act and Norwegian generally accepted 
accounting principles.

Income recognition 
Revenue concerning sales of petroleum products is booked when the ownership is transferred to the customer at the time 
of delivery based on the contractually bound conditions in the agreement. Sales of services are recognised as income when 
delivered. The share of revenue concerning future service agreements is booked in the balance as deferred revenue at the  
time of sales, and booked as revenue in line with the delivery of the service.

Exploration costs
The company uses the ”successful efforts”-method when booking exploration costs. All exploration costs (including seismic 
acquisition, seismic studies etc), with the exception of costs regarding acquisition of licences and drilling of wildcat wells,  
are charged as expense.
 
Costs regarding drilling of wildcat wells will be booked to the balance sheet while waiting for an evaluation of the potential 
discovery of oil and gas reserves. If no reserves are found, or if it is concluded that the discovery will not be technically or 
commercially extractable, the costs regarding the wildcat wells will be charged as expenses. Licences will be capitalised  
and an assessment regarding impairment will be done at the end of each accounting period.

Balance sheet classifications
Current assets and short-term liabilities include items that are due within a year after the time of acquisition, as well as items 
connected with the operating cycle. Remaining items are classified as non-current assets and long-term liabilities. Current 
assets are valued at the lower of cost and net realisable value. Short-term liabilities are measured at nominal amount. 
Non‑current assets are stated at cost. In the case of impairment the assets are written down to fair value. Long-term liabilities 
are measured at nominal amount.

Accounts receivable
Trade and other receivables are carried at original invoice amount less an allowance for any uncollectable amounts.  
The allowance is based on individual assessments of each major customer at risk. In addition, an unspecified provision  
is made for any losses anticipated for the remainder of the balances.

Currency
Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the balance 
sheet date.

Leasing/Rental agreement
Lease contracts are classified as finance or operating leases in accordance with the contents of the appropriate agreements. 
Leases in terms of which the company assumes substantially all the risks and rewards of ownership are classified as financial 
leases, and the assets or obligations are recorded in the balance sheet. Other types of lease are classified as operating leases.

Tangible assets
Tangible assets are capitalised and depreciated over their estimated useful economic life. Direct maintenance costs are 
expensed as incurred, whereas improvements and upgrading are assigned to the acquisition costs and depreciated along with 
the asset. If the carrying value of a non current asset exceeds the estimated recoverable amount, the asset is written down to 
the recoverable amount. The recoverable amount is the greater of the net selling price and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value. 

Pensions
Pension liabilities financed by the company are estimated and recorded as an operating expense and recognised in the  
balance sheet as a liability. Pensions financed through insured plans are not recognised in the balance sheet. Plan premiums 
are recognised as pension expenses and appear alongside salary expenses. Social security tax on future pension payments  
are from 2007 accrued at nominal value.

 

Note 1 | Accounting policies

NOTES 1

Taxes
Tax expenses in the profit and loss account comprise both tax payable for the accounting period and changes in deferred tax. 
Deferred tax is calculated at 28 % company tax and at 50 % special tax on the basis of existing temporary differences between 
the carrying amount of assets and liabilities in the financial statement and for tax purposes, including tax losses carried forward.
Temporary differences, both positive and negative, are balanced out within the same period. Deferred tax assets are recorded in 
the balance sheet to the extent it is more likely than not that the tax assets will be utilised. 
 
Oil companies operating on the Norwegian Continental Shelf are subject to the Norwegian oil taxation regime. Under this 
regime oil companies which are not in a tax paying position may claim a 78 % refund of their exploration costs, limited to  
the taxable loss for the current year.

		  2007	 2006
Payroll expense
Salaries and wages		  14 563 242	 5 502 204
Payroll tax for social security		  2 557 435	 773 566
Pension costs		  2 265 916	 931 168
Other benefits		  1 957 360	 31 400
Directors’ fees		  300 000	 0
Reclassified to exploration expenses *)		  -21 221 532	 -6 302 156
Total payroll expense		  422 422	 936 182
Average number of man-years		  12.1	 4

*) Payroll expenses related to exploration are reclassified to exploration expenses	

Allowances	 Salary	 Pension costs	 Other allowances
Managing Director	 1 482 423	 313 371	 6 531
Board of Directors			   300 000

There are no termination agreements other than ordinary salary during notice period.	

Fees to auditor
Audit services			   230 000
Other assurance services			   0
Tax advisory			   0
Other non-assurance services			   63 750
Total			   293 750
All amounts are exclusive of VAT. 	

Note 3 | Salary expense, allowances etc

The item includes restricted bank deposits on the tax withholding account of NOK  980 632 as of 31 Dec 2007.

Note 2 | Bank deposit

NOTES 2-3
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	 Capitalised	 Fixtures and
	 exploration 	 fittings, 
	 and	 tools, office 
	 licence rights 	 machinery etc	 Software	 Total
Aquisition cost 31 Dec 2006	 0	 549 172	 1 804 245	 2 353 417
Additions	 118 689 252	 298 451	 1 164 433	 120 152 136
Disposals	 0	 0	 0	 0
Aquisition cost 31 Dec 2007	 118 689 252	 847 623	 2 968 678	 122 505 553
Acc. depreciations	 0	 307 160	 1 028 970	 1 336 130
Acc. write-down	 32 663 295	 0	 0	 32 663 295
Book value 31 Dec 2007	 86 025 957	 540 463	 1 939 709	 88 506 128

Depreciation for the year	 0	 238 693	 829 182	 1 067 875
Write-down for the year	 32 663 295	 0	 0	 32 663 295
Reclassified to exploration expenses	 -32 663 295	 0	 0	 -32 663 295
Total depreciation and write-down	 0	 238 693	 829 182	 1 067 875

Economic useful life		  3 year	 3 year	
Depreciation method		  Linear 	 Linear 	

Note 6 | Fixed assets

The company has an option plan for its senior personnel. As of 31.12.2007 7 employees and 2 board members are included 
in the option plan. To be a part of the option plan one has to be an employee of the company. The option rights will be 
terminated when the employee resigns from his/her position.

The option plan concerns the application of 21 000 shares at an exercise price from NOK 200 to NOK 330. The options can 
be vested in a period of 3 years from the time of exit of Lime Rock Partners.

The intrinsic value of the options from the time of allotment was NOK 0. Expensed payroll costs related to the options in 
2007 are NOK 1 482 696. Accrued social security tax amounted to NOK 120 850 in 2007.

Note 4 | Share based payments

The company is required to have an occupational pension scheme in accordance with the Norwegian law (“lov om obligatorisk 
tjenestepensjon”). The company’s pension scheme meets the requirements of that law.
 
In addition, the company’s key personnel are entitled to additional pension contributions as a “pensjon over drift” scheme.  
This results in disbursements to each member of the scheme from the year in which an employee reaches 67 until that 
employee turns 77 years of age.  In accordance with the pension plan an amount of approximately 15% to 20% of fixed 
salary (less amounts contributed under the company’s occupational pension scheme) is contributed by the company until 
the employee reaches 67 years of age.  This arrangement is guaranteed through an annuity insurance where the company 
is the beneficiary.
 
The total premium paid in 2007 was NOK 1 988 727. An accrual of NOK 280 411 has been made to cover expected future 
social security tax which is payable when the pensions are paid out. This accrual is included in the entry ”Other provisions”.

Note 5 | Pension costs and obligations

NOTES 4 - 6

		  2007	 2006
Audit, consultants, lawyers and hired management		  2 400 086	 4 839 190
Other operating expenses		  2 572 353	 1 919 739
Reclassified to exploration expenses		  -4 331 931	 -4 764 218
Total other operating expenses		  640 507	 1 994 711

Note 7 | Other operating expenses

NOTES 7 - 8

	 2007	 2006
Reconciliation of tax expense	
Profit/loss before taxes	 -166 424 275	 -34 331 396
Tax under current rate (28%)	 -46 598 797	 -9 612 791
Tax under special tax rate (50%)	 -81 907 201	 -15 924 010
Tax effect of permanent differences	 13 293 062	 10 153
Increased deferred tax asset, not recognised	 10 386 655	 685 193
Tax refund 2006 related to exploration costs, not recognised in 2006	 -22 879 908	 24 841 455
Tax expense/(income) for the period	 -127 706 189	 0

	 2007	 2006
Specification of the basis for deferred tax	
Fixed assets	 297 120	 434 925
Pension, non tax-deductible	 -3 115 406	 -846 268
Capitalised exploration and license rights	 27 825 957	 0
Accruals, non tax-deductible	 -37 420 850	 0
Net tax loss carried forward	 -8 890 009	 -2 480 896
Net temporary differences - company tax (28 %)	 -21 303 188	 -2 892 239
Net differences, onshore	 46 653	 2 892 239
Net tax loss carried forward, onshore	 3 744 821	 0
Net tax loss carried forward, offshore only	 -135	 0
Net temporary differences - special tax (50 %)	 -17 511 849	 0
Deferred tax asset - 28 % company tax	 -5 964 893	 -809 827
Deferred tax asset - 50 % special tax	 -8 755 925	 0
Total deferred tax asset, not recognised	 -14 720 817	 -809 827

Note 8 | Taxes

In accordance with generally accepted accounting principles the deferred tax asset is not recorded in the balance sheet be-
cause future taxable income is at this development stage not sufficiently certain.

Tax refund on the Norwegian Continental Shelf
Companies operating on the Norwegian Continental Shelf (NCS) are subject to an additional 50 % special tax in addition to 
the normal 28 % corporate tax. Companies that are not in a taxable position may claim 78 % refund on exploration costs on 
the NCS. This refund is payable the following year. This tax asset totals NOK 104 826 281 for 2007 and is included in “Other 
short‑term receivables”. 
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		  Share	 Other
	 Share capital	 premium reserve	 paid-in capital	 Uncovered loss	 Total
Equity, 01 Jan 2007	 6 910 560	 47 980 440	 0	 -34 776 517	 20 114 483
Capital increase	 2 037 042	 71 522 808	 0	 0	 73 559 850
Options awarded to employees	 0	 0	 1 482 696	 0	 0
Net loss for the year	 0	 0	 0	 -38 718 085	 -38 718 085
Equity, 31 Dec 2007	 8 947 602	 119 503 248	 1 482 696	 -73 494 602	 56 438 944

Note 9 | Equity

NOTES 9 - 10

The share capital in Bridge Energy AS as of 31 Dec 2007 consists of the following classes of shares:

			   	Number of shares	 Face value	 Book value
A shares				    100 000	 18	 1 800 000
B shares				    391 089	 18	 7 039 602
C shares				    6 000	 18	 108 000
Total				    497 089		  8 947 602

Ownership structure
Major shareholders in Bridge Energy AS as of 31 dec 2007 :

Note 10 | Share capital and shareholder information

				    	 Ownership
	 A shares	 B shares	 C shares	 Total	 share	 Voting rights
Lime Rock Partners		  391 089		  391 089	 78,7 %	 78,7 %
Solro AS	 25 000			   25 000	 5,0 %	 5,0 %
Torvanger AS	 25 000			   25 000	 5,0 %	 5,0 %
Alfred Kjemperud	 16 000		  1 500	 17 500	 3,5 %	 3,5 %
Svein E. Johansen	 15 000		  1 500	 16 500	 3,3 %	 3,3 %
Torgeir S. Johansen	 5 000			   5 000	 1,0 %	 1,0 %
Steinar S. Johansen	 5 000			   5 000	 1,0 %	 1,0 %
Magnus Kjemperud	 3 000			   3 000	 0,6 %	 0,6 %
Eskil Kjemperud	 3 000			   3 000	 0,6 %	 0,6 %
Audun Kjemperud	 3 000			   3 000	 0,6 %	 0,6 %
Einar H. Bandlien			   1 500	 1 500	 0,3 %	 0,3 %
Olve Torvanger			   1 500	 1 500	 0,3 %	 0,3 %
Total	 100 000	 391 089	 6 000	 497 089	 100,0 %	 100,0 %

Solro AS is owned by Einar Hans Bandlien and family.

Shares and options held by Board members and senior employees:

						      Total shares
Name	 Position	 A shares	 B shares	 C shares	 Options	  /options
Einar H. Bandlien	 CEO	 25 000	 0	 1 500	 0	 26 500
Ingjald Ø. Sørheim	 Board Member	 0	 0	 0	 750	 750
Per Ø. Grimstad	 Board Member	 0	 0	 0	 750	 750

NOTES 11 - 14

Financial income consists of NOK 358 325 in foreign exchange gain, and financial expenses incudes of NOK 254 258 in foreign 
exchange loss.

Note 11 | Currency

The company has in 2007 entered into an agreement with Talisman Energy Norge AS to purchase the following 3 exploration 
licences on the Norwegian continental shelf:

   - PL 316 DS 	 20%-share
   - PL 335 	 10%-share 
   - PL 337 	 18%-share 

These licences are booked as fixed assets at cost. A part of the total consideration will be paid as a carry of Talisman’s drilling 
costs on licence PL 316 DS. This liability is booked at net present value as “Other current liabilities”. The interest component 
in the carry is expensed. A portion of the carry of Talisman’s costs NOK 24 million are on escrow account.

Note 12 | Purchase of licences from Talisman Energy Norge AS 

	 2007	 2006
Seismic, field studies and G&G *)	 24 083 070	 17 973 874
Expensed drilling costs	 74 449 054	 0
Share of payroll expenses and other operating 
expenses reclassified to exploration expenses	 25 553 463	 10 587 187
Write-down of capitalised exploration and licence rights	 32 663 295	 0
Total exploration expenses	 156 748 882	 28 561 061

*) The company has received a claim from PGS of USD 2 million for purchased seismic. USD 1 million of this claim is expensed. 
The remaining USD 1 million is disputed and therefore not expensed according to generally accepted accounting principles

Note 13 | Exploration expenses

	 2007	 2006
Prepaid costs	 2 326 623	 1 993 333
Accrual of loan facility arrangment fee 	 3 480 000	 0
Overcall licences	 467 102	 0
Other short-term receivables	 2 359 197	 0
Tax refund 2007	 104 826 281	 0
Total other short-term receivables	 113 459 204	 1 993 333

Note 14 | Other short-term receivables
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The company has in 2007 entered into a NOK 330 million loan facility agreement with Bank of Scotland. The tax refund 
of 78 % of the company’s tax deductable exploration expenses is given as security. The draw down at year-end 2007 
was NOK  55 899 622.

Note 16 | Long-term debt

	 2007	 2006
Payroll and other liabilities to employees	 1 785 705	 633 739
Working capital licences	 25 850 487	 0
Accrued expenses	 6 982 500	 1 201 250
Talisman liability	 85 500 000	 0
Other current liabilities	 26 478	 0
Total other current liabilities	 120 145 169	 1 834 989

Note 15 | Other current liabilities

NOTES 15 - 16
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AUDITOR’S REPORT
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TERMS AND ABBREVIATIONS

Terms and abbreviations

AMI: 	 Area of mutual interest
Awards: 	 Production licences are awarded through 	
	 licencing rounds and annual allocations in 
	 predefined areas. 
APA:	 Awards in predefined areas 
Bbl :  	 Barrel =159 litres.
Boe: 	 Barrel of oil equivalent
Bcf: 	 Billion cubic feet (109)
Tcf: 	 Trillion cubic feet (1012)

E&P: 	 Exploration and Production
Farm-in: 	 Buying into an existing licence
HSE:	 Health, Safety and Environment
NCS:	 Norwegian Continental Shelf
NPD: 	 Norwegian Petroleum Directorate
PDO: 	 Plan for Development and Operation 
	 of Petroleum Deposits. 
PL: 	 Production Licence
3D:	 Three-dimensional seismic (detailed)
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CONTACT INFORMATION

Contact
Bridge Energy AS

Org. nr.: 988 682 039
Address:	 Stasjonsveien 18
Mail address:	 P.O. Box 229, N-1377 Billingstad, Norway
Telephone:	 +47 66 77 96 30
Telefax:	 +47 66 77 96 39
Web:	 www.bridge-energy.no
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