
Income Statement - Badger Explorer Group
AlL figures in NOK

Note 2012 2011

REVEN L.JES

Otherlncome 17 7735382 9678133

PubLic grants 2 2 962 347 3 749 279

Capitalised pubLic grants 9 -2 842 653 -3 617 024

Total revenues 7855075 9810388

OPERÅTING EXPENSES

CostofgoodssoLd 2756910 2462829

External services for dev. project 9 8992613 19902343

PayroLL and reLated costs 9 22984673 28765 171

Depreciation 7 2 330 026 I 470 561

Other operating expenses 9899 147 16 117996

CapitaLised deve[opment cost 9 -17 149 058 -27 986 247

Total operating expenses 29814310 40732654

Operattng profit (loss) -21 959 235 -30 922 266

Financial income 3 830 703 2 880 068

Financia~ expenses 3 489 341 1 885 704

Net financial items 341 363 994 364

Proftt (Loss) before taxes -21 617 872 -29 927 901

Tax on ordinary resutt 4 310 313 371 642

Net profit (loss) -21 307 559 -29 556 260

Profit (Loss) attributabLe to non-controtting interest -844 891 -321 460

Profit (loss) attributable to equity holders of the parent 5 -20 462 668 -29 234 800

Earningspershare 5 -1,10 -1,58

Earnings per share diLuted 5 -1,10 -1,56



Statement of financial position - Badger ExpLorer Group
All figures in NOK

ASSETS Note 2012 2011

NON-CURRENT ASSETS

CapitaLised deveLopment costs 2,9 121 637 391 III 037 190

Patent rights 9 386 668 386 668

GoodwiLl 9,18 5 595 285 5773858

Total intangible assets 127 619 343 117 197 715

Property, plant ft equipment 7 15273435 17963301

Total tangible assets 15 273 435 17963301

TOTAL NON-CURRENT ASSETS 142 892 779 135 161 016

CURRENT ASSETS

Inventories 8 1 931 625 2 776 255

Accounts receivabtes 10,15 2 123 726 5 251 CDI

Other receivabLes 2,10,15 3 652 019 6 564 897

Total receivables 5 775 745 11 815 898

Cash and cash equivalents 11 17 607 757 39 178 834

TOTAL CURRENT ASSETS 25 315 126 53 770 988

TOTALASSETS 168207905 188932004



Statement of financial position - Badger Explorer Group
AU figures in NOK

EQUITY ÅND LIABILITIES Note 2012 2011

EQUITY

SharecapttaL 12 2317161 2317161

Share premiun fund 218 069 985 218 069 985

Other paid in capitat 4 581 523 3 218 791

Total paid in equity 224 968 669 223 605 937

Foreign currency transLation reserve -1 761 585 -2 246 019

Retatned earnings -98 028 483 -77 565 814

Total eguity attributable to equity holders of parent -99 790 068 -79 811 833

Non-controlling interests 17 I 879 958 2724849

TOTAL EQUITY 127058559 146518953

LIABILITIES

CapitaLised grants 14 24 000 000 18 687 600

Interest-bearing Loans and borrowings 15 0 8 346 809

Total long term liabilities 24 000 000 27 034 409

AccountspayabLe 13 3800856 3085714

PubLic duties payabtes I 270 886 1 773 651

Taxes payabLe 4 0 391 794

Interest bearing toans and borrowings 15 8 200 003 741 342

Other short term LiabiLities 2 3 877 600 9 386 141

Total short term liabilities 17 149 346 15 378 642

TOTAL LIABILITIES 41 149 346 42413 051

TOTAL EQUITY AND LIABILITIES 168 207 905 188 932 004

Stavanger, 20. March 2013
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~kLCtive Majher>__—~ D aw
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Statement of comprehensive tncome - Badger Explorer Group
AU figures in NOK

TotaL comprehensive tncome 2012 2011

Profit (Loss) for the year -21 307 559 -29 556 260

Other comprehensive income

TransLation differences 484 433 351 986

Total comprehenstve income for the year, net of tax -20 823 126 -29 204 274

Total comprehensive tncome attributable to: 2012 2011

Equity hoLders of the parent -19 978 234 -28 882 814

Non-controLling interest -844 891 -321 460

-20 823 126 -29 204 274



Statement of Change in Equity - Badger Explorer Group
ALL figures in NOK

Share Other Foreign Non

Share premium pald in currency Retatned controlling Total

Note capital fund capital translation earnings interest equtty

Equity per 01.01.2011 2 304 880 217 099 786 2 285 528 -2 598 005 -43 097 876 6 092 609 182 086 924

Profit (Loss) for the year -29 234 800 -321 460 -29 556 260

Foreign currency transLation 351 986 351 986

Total comprehensive incorne 351 986 -29 234 800 -321 460 -29 204 274

Capitatincrease 12281 970 199 982480

Acquisition of non
controLLing interest 17 ~ 233 140 3 046 300 -8 279 440

Option pLan payment 6 933 263 933 263

Equityper3l.12.2011 2317161 218069985 3218791 -2246019 -77565814 2724849 146518953

Profit (Loss) for the year -20 462 668 -844 891 -21 307 559

Foreign currency translation 484 433 484 433

Total comprehensive income 484 433 -20 462 668 -844 891 -20 823 126

Option pLan payment 6 I 362 732 1 362 732

Equityper3l.12.2012 2317161 218069985 4581 523 -1 761 585 -98028483 1 879958 127058559



Statemerit of Cash Flow - Baciger Explorer Group
All figures in NOK

Note 2012 2011

Cash flow from aperational activities

Contributions fram operations* -17 956 164 -28 146 800

Taxpaid 4 -102247 0

Change in accounts receivabte ancl accounts payab~es -445 182 -1 599 080

Change in other receivables and payabLes -2396139 5 159 982

Net cash flow front aperating activities Å -20 899 731 -24 585 897

Cash flow fram investment activities

Investment/saLes in fixed asset 7 2 328 -15 792 063

Sate of/Investment in shares in Liquidity fund** 15 0 52 496 132

Acquisition of non-controLting interest 17 0 -8 279 440

CapitaLisation of deveLopment cost 9 -17 149 058 -27 986 247

Sates of capitatised equipment 7 294 298 0

RecLassification of contribution from industry partner 14 2 487 600 2 487 600
SaLe of Badger PLasma TechnoLogy AS 17 752 149 0

Net cash flow from investment activities B -13 612 683 2 925 982

Cash flow from financing activities

Pubticgrants 3617025 3617024

Paid in equity 0 982 480

Contribution frorn industry partners 14 9 600 000 752 400

Net proceedings from borrowing 15 -888 147 8 266 976

Enterest received 830 703 -1 766 302

Interest paid -323 295 2 880 068

Net cash flow from financing activities C 12 836 286 14 732 646

TotaL net changes in cash flow A+B+C -21 676 128 -6 927 270

Net foreign translation differences 105 051 218 322

Cash and cash equivaLents 01.01 11 39 178 834 45 887 783

Cash and cash equivalents 31.12 11 17 607 757 39 178 834

Net resutt attributabLe to equity hoLders of the parent -20 462 668 -29 234 800

Profit (Loss) attributabLe to non-controLting interest -844 891 -321 460

EmpLoyee options 6 1 362 732 933 263

Depreciation 7 2 330 026 1 470 561

Financiat income -830 703 -2 880 068

Financiat expenses 323 295 1 885 704

Loss on saLe of subsidiary and shares 3,17 166 045 0
*TotaI contributions fram aperatians -17 956 164 -28 146 800

Liquidity fund of MNOK 52.6 was soLd during 2011.



Baciger Exptorer Group 2012 - Notes

Badger Explorer ÅSA is a public limited company registered in Norway and listed on the Oslo Stock Exchange (OsLo Axess List). The
Companjs head office is Located at Forusskogen 1, 4033 Stavanger, Norway.

The consolidated financiat statement of Badger ExpLorer ÅSA and aLL its subsidiaries (the Group) has been prepared in accordance
with InternationaL Financial Reporting Standards (IFRS) as adopted by the EU.

The financiat statement has been prepared on an historical cost basis, except for investment in shares in Liquidity fund which is
held to fair value over profit and Loss.

1.1 Consolidation

The consoLidated financial statement comprises the financiaL statement of Badger Explorer ÅSA and its subsidiaries as at 31.12
each year.

Subsidiaries are fulty consolidated (rom the date of acquisition, being the date on which the Group obtains control, and continue
to be consoLidated until the date that such controL ceases, see note 17.

The financial statements of the subsidiaries are prepared for the same reporting period as the parent company, using consistent
accounting poLicies.

ALL Intra-group baLances, transactions, unreatised gains and Losses resuLting (rom intra-group transactions and dividends are
eLiminated in fuLL.

Losses within a subsidiary are attributed to the non-controuing interest even if that resuLts in a deficit baLance.

A change in the ownership interest of a subsidiary, without a loss of controL, is accounted for as an equity transaction. If the Group
Loses control over a subsidiary, it:

- Derecognises the assets (incLuding goodwiLL) and liabitities of the subsidiary
- Derecognises the carrying arnount of any non-controtling interest

Derecognises the cumuLative transtation differences, recorded in equity
Recognises the (air vaLue of the consideration received
Recognises the (air vatue of any investment retained

- Recognises any surpLus or deficit in profit or Loss

RecLassifies the parent’s share of components previousLy recognised in other comprehensive income to profit or Loss or retained
earnings, as appropriate.

Non-controLLing interests represent the portion of profit or Loss and net assets not heLd by the Group and are presented separately
in the income statement and within equity in the consotidated statement of financiat position, separately from parent
shareholders’ equity.

Basis of consoLidation Drior to Januarv 2010

Certain of the above mentioned requirements were apptied on a prospective basis. The folLowing differences, however, are carried
forward in certain instances (rom the previous basis of consoLidation:

Åcquisitions of non-controlLing interests, prior to 1 January 2010, were accounted for using the parent entity extension method,
whereby, the difference between the consideration and the book vatue of the share of the net assets acquired where recognised in
goodwitL.

Losses incurred by the Group were attributed to the non-controLLing interest untiL the baLance was reduced to nit. Any further
excess Losses were attributed to the parent, untess the non-controLting interest had a binding obtigation to cover these. Losses
prior to 1 January 2010 were not reattocated between non-controlLing interest and the parent sharehoLder.

Business combinations were accounted for using the purchase method. Transaction costs directLy attributabLe to the acquisition
formed part of the acquisition costs. The non-controtLing interest (formerty known as minority interest) was measured at the
proportionaL share of the acquire(s identifiabte net assets.



Badger Exptarer Graup 2012 - Notes

1.2 Currency

Translation di((erences are taken to profit or [oss. Transactian in (areign currencies are initiaLLy recarded in the functional
currency rate quoted at the date at the transactian. Manetary assets and tiabitities denaminated in (areign currencies are
retranslated at the (unctianal currency exchange rate at the baLance sheet date. Non manetary items that are measured in terms
af histaricat cost in a (areign currency are transLated using the exchange rates as at the dates at the initiat transactions. Non
manetary items measured at (air va[ue in foreign currency are transLated using the exchange rates at the balance sheet date.

The Graup’s consolidated financia[ statements are presented in NOK. Incame statement in fareign subsidiaries are transLated into
NOK using the average exchange rate for the period (month). Assets and [iabilities in (oreign subsidiaries, including goodwi[l and
adjustments of fair va[ue at identi(iab[e assets and Liabilities arising an the acquisition of subsidiaries are translated into NOK using
exchange rate at the baLance sheet date. The exchange di((erences arising (rom the transtatian are recagnised direct[y as other
camprehensive income in equity.

1.3 Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in presentation in the current year. No such
adjustment has been made in 2011 and 2012.

1.4 Financial assets
Initiat recognition

Financia( assets within the scope of tAS 39 are ctassified as financiaL assets at (air value through prafit or [ass, Laans and
receivab[es, he[d-to-maturity investments, avai(ab[e-for-sate (inancia[ assets, ar as derivatives designated as hedging instruments
in an ef(ective hedge, as appropriate. The Graup determines the ctassi(icatian at its financiaL assets at initiaL recagnitian.
Financial assets are recagnised initiaLly at (air value plus, in the case of investments nat at (air vatue through prafit ar (ass,
directty attributabLe transactian costs. The Graup’s financial assets include, in additian to cash and cash equiva[ents, trade and
other receivables and investment in shares in Liquidity fund ctassi(ied at (air vaLue thraugh pro(it and [oss.

Subsecnient measurement
The subsequent measurement af financia[ assets depends an their classification as described beLaw:

Financla! assets at fair va!ue through profit ar (oss

Financial assets at (air value through pra(it ar Lass inctudes financiaL assets he[d (ar trading and financial assets designated upon
initiat recagnition at (air vatue through pro(it ar Lass. Financiat assets are c[assi(ied as he[d for trading if they are acquired (ar the
purpose of seL[ing ar repurchasing in the near term. Financiat assets at (air va[ue thraugh prafit and [oss are carried in the
statement of financial pasitian at (air va[ue with changes in fair vaLue recognised in (inance incame or (inance cost in the incame
statement.

Graups shares in marked based [iquidity (und are cLassi(ied as ‘financial assets at (air va[ue through profit and [oss’ under lAS 39.9
b), as the fund is managed and its per(ormance is evaLuated an a (air va[ue basis.

Loans and receivables

Laans and receivables are nan-derivative (inanciaL assets with (ixed ar determinabLe payments that are nat quoted in an active
market. Atter initiaL measurement, such financiat assets are subsequentLy measured at amartised cast using the EIR (E((ective
Interest Rate) method, Less impairment. Amortised cost is catcu[ated by taking into accaunt any discaunt ar premium on
acquisitian and fees ar casts that are an integraL part a( the EIR. The EIR amartisation is inc[uded in (inanciaL incame in the incame
statement. The Lasses arising fram impairment are recagnised in the incame statement in finance casts (ar Laans and in cast at
sates ar ather aperating expenses (ar receivables. This categary inc[udes accaunts receivable and ather receivabLes carried at
amartised cast ar at normal arnaunt less pravisian far bad debt were this can be regarded as a reasanab[e praxy (ar (air vatue.



Badger Explorer Graup 2012 - Notes

~

1.5 Financial liability

Financia[ liabilities within the scope lAS 39 are cLassified as financiat liabiLities at fair vatue through profit ar [oss, Loans and
borrowings, ar as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group determines the
ciassification at its financiaL LiabiLities at initiaL recognition.

The Groups financia[ Liabilities inctude trade and other payab[es, Loans and borrowings.

Subseciuent measurement
The measurement of financiat liabilities depends on their ctassification as described below:

Financial liabiUt les at fcir vaiue thraugh profit ar loss

FinanciaL LiabiLities at fair vatue through profit or [oss include financial LiabiLities held for trading and financiaL LiabiLities
designated upon inftiat recognition as at fair vaLue through profit or Loss.

Financia[ liabilities are ctassified as heLd for trading if they are acquired for the purpose of selLing in the near term. This category
incLudes derivative financial instruments entered into by the Group that are not designated as hedging instruments in hedge
relationships as defined by FÅS 39. Separate embedded derivatives are also ctassitied as heLd for trading untess they are designated
as effective hedging instruments.

Gains or [osses on Liabilities hetd for trading are recognised in the income statement.

FinanciaL LiabiLities designated upon initia[ recognition at fair vatue through profit and [oss so designated at the initial date of
recognition, and only if criteria at lAS 39 are satisfied. The Group has not designated any financia[ Liability as at fair va[ue through
profit or Loss.

Loans ond borrowings

After initia[ recognition, interest bearing Loans and borrowings are subseguentLy rneasured at amortised cost using the EIR method.
Gains and Losses are recognised in the income statement when the liabiLities are derecognised as weL[ as through the EIR
amortisation process.

Åmortised cost is caLcu[ated by taking into account any discount or premium on acquisition and fees ar costs that are an integrat
part of the EIR. The EIR amortisation is incLuded in finance costs in the income statement.

Derecognition
Å financiaL Liabitity is derecognised when the ob[igation under the LiabiLity is discharged ar canceLLed or expires.

When an existing financiaL LiabiLity is replaced by another from the same Lender on substantiaLty different terms, ar the terms of an
existing [iabi[ity are substantiaL[y modified, such an exchange ar modificatian is treated as the derecagnitian of the original
Liabi[ity and the recognition at a new Liabi[ity. The difference in the respective carrying amounts is recognised in the income
statement.

0ffsettin~ of financia[ instruments

Financiat assets and financial liabiLities are offset and the net amount reparted in the consotidated statement af financiaL position
if, and only if:

- there is a currentLy enforceable Lega[ right ta affset the recognised amounts and
there is an intention to settie on a net basis, ar to rea[ise the assets and settte the liabiLities simuttaneously.

1.6 Inventory
Inventory is vatued at the Lower at cost and net rea[isab[e vaLue.

Cost incurred in bringing raw materials to its present [ocation and condition are accounted for by purchase cost on a first in, first
out basis.

Cost incurred in bringing finished goads and wark in progress to its present Locatian and candition are accounted for by cost of
direct materiaLs and tabour and a proportion at manufacturing overheads based on normal operating capacity but exctuding
borrowing casts.
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Net reaLisabLe value is the estimated seLling price in the ordinary course ot business, less estimated cost at campletian and the
estimated cast necessary to make the sate.

1.7 Cash and cash equivalents

Cash incLudes cash in hand and at bank. Cash equivalents are short-term liguid investments that can be canverted inta cash within
three manths and ta a known amount, and subject to an insignificant risk at change in value.

1.8 Accounts receivable

Åccaunts receivabLe are part at the categary Loans and receivabtes and are recognised in the balance sheet at naminal value Less
pravisians far doubttul debts.

1.9 Fixed assets

Fixed assets are carried at cost less accumulated depreciations and impairment Lasses. When fixed assets are saLd ar disposed at,
the grass carrying amaunt and accumulated depreciatian are derecagnised, and any gain ar [oss on the sale ar dispasal is
recagnised in the incame statement.

The gross carrying amount af fixed assets is the purchased price, inc[uding duties/taxes and direct acquisitian costs relating ta
making the asset ready tar use. Subsequent casts, such as repair and maintenance costs, are recognised in protit ar [oss as
incurred. When increased future economic benetits as a result at repair/maintenance work can be prøven, such casts wi[L be
recagnised in the balance sheet as additianaL to tixed assets.

Depreciatian is caLcutated using the straight-[ine methad over the taL[awing periads;
Bui[dings: 25 years
Ptant and machinery: 6- 10 years
Fixtures, fittings and vehicles: 3 - 5 years

The depreciatian periad, Vie depreciatian methad and the residuat va[ue of fixed assets are evaluated annuatly.

1.10 Intangibleassets

Intangible assets acquired separately are rneasured on initial recognitian at cast. The cost at intangibLe assets acquired in a
business cambinatian is tair value as of the date ot acquisition. FolLowing initial recagnitian, intangibLe assets are carried at cast
Less any accumu[ated amartisatian and any accumuLated impairment [asses. InternaLly generated intangible assets, excluding
capitaLised deve[opment casts, are not capitalised and expenditure is expensed as incurred.

Intangible assets with tinite [ives are amartised over the usetul economic lite and assessed far impairment whenever there is an
indicatian that the intangib[e asset may be impaired. The amartisatian period and the amortisation methad tar an intangible asset
with a finite useful lite is reviewed at Least at the end at each financia[ year. Changes in the expected usefuL lite or the expected
pattern at consumptian at the future ecanamic benetits embodied in the asset are accaunted far by changing the amortisatian
period ar methad, as apprapriate, and are treated as change in accaunting estimates. The arnortisation expense an intangible
assets with finite lives is recagnised in pratit ar [oss.

Intangible assets are capitaLised it it is probabLe that the expected tuture financia[ benetits referred ta the asset wi[l accrue ta the
Graup, and that the cast can be caLculated in a reliable matter.

Intangible assets with indefinite usetul [ives are tested tar impairment annually at the cash generating unit leveL. Such intangibLes
are not amortised. The useful lite at an intangibLe asset with an indetinite Lite is reviewed annualty ta determine whether
indefinite life assessment cantinues ta be suppartabLe. It not, the change in the useful lite assessment fram indetinite to finite is
made an a prospective basis.
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Gains ar [asses arising (rom derecognition af an intangibie asset are measured as the difference between the net dispasal proceeds
and the carrying amount of the asset and are recognised in profit or Loss when the asset is derecognised.

Patents and licenses

Cost retating ta patents and Licenses are capitatised as incurred. Depreciatian is recognised in the baiance sheet and depreciated
using the straight-Line method over the expected useful life, commencing when the technaLagy is ready for its intended use. The
expected usefuL Lite of patents and licenses varies from 5 to 20 years.

Research and development

Costs reiating ta research are expensed as incurred. Oeveiopment expenditures reLated to the Badger Exptorer deveiapment
project and the Badger Piasma Technotagy praject are recagnized as an intangibte asset when the Graup can demanstrate:

- The technicaL feasibiiity of campleting the intangibie asset sa that it wiiL be avaiiabie for use or saLe.
- The Groups intention to compLete and the Groups abiiity to use ar seil the asset.
- Haw the asset witi generate future econamic benefits.
- The ability to measure reLiabie the expenditure during deveiopment.
- The avaiiabiiity at resources to camplete the asset.

When aLl the above criteria are met, the casts reLating to deveiapment start to be recognized in the baLance sheet. ALL costs
retated ta the Badger Expiorer deveioprnent project is capitatised continuousLy every month. Praject manager perfarms a
cantinuous assessment ta identify whether the cost reiates ta the deveLopment praject or to narmat operations. Internal hours
used in the deveiapment project are capitaiized at cost (no mark-up). CapitaLised carrying amaunt for the deveLopment project
amounts to MNOK 121,6 as per 31.12.2012, see nate 9.

Costs that have been expensed in previaus accounting periads are not recognized in the baiance sheet.
Recognized deveiopment costs are depreciated on a straight-Line basis over the estimated usefut Life for the asset, usuaily not
exceeding 10 years. Depreciation starts when the asset is ready for use. Ha depreciation has yet been performed for the
deveLopment projects. The fair vaiue of the deveiopment casts wIit be catcuiated when there is an indicatian af change in vaiue.

Goadwill

Goodwiit is initiaLly measured at cost being the excess at the aggregate of consideration transferred and the amaunt recognised far
non-contraLting interest over the net identifiabie assets acquired and Liabiiities assumed. If this consideratian is iower than the fair
vaLue af the net assets at the subsidiary acquired, the difference is recognised in profit or lass.

After initia[ recognitian, goodwj[L is measured at cost Less any accumutated impairment Losses. For the purpase of impairment
testing, goadwitl acquired in a business combination is, fram the acquisition date, atLocated to each of the Group’s cash-generating
units that are expected to benefit fram the combination, irrespective of whether other assets ar Liabiiities of the acquire are
assigned to thase units.

The Group assesses whether there are any indications that goodwiLi is impaired at each reporting date. GoodwiLL is tested for
impairment, annualLy and when circumstances indicate that the carrying value may be impaired.

Impairment of goodwiiL is determined by assessing the recoverabLe amount af the cash-generating units, ta which the gaadwiii
relates. Where the recoverabLe amaunt of the cash-generating units is [ess than their carrying amount an impairment Loss is
recagnised. Impairment Lasses reiating to goodwiii cannot be reversed in future periods.
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1.11 Provisions

Provisions are recognised when the Group has a present obLigation (legat at constructive) as a result of a past event, it is probabLe
that an outflow of resources embodying economic benetits wiLl be required to settie the obligation and a reLiabLe estimate can be
made of the amount of the obligation. When the Group expects same or aLl of a provisian ta be reimbursed, for example, under
and insurance contract, the reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain.
The expense relating to any provision is presented in the income statement net of any reimbursement.

1.12 Principles for revenue recognition

Revenue is recagnised to the extent when it is probable that the econamic benefit wILL fLow to the Group and the revenue can be
reliabLy measured, regardless of when the payment is being made. Revenue is measured at the tair value of the consideration
received ar receivable net of value added tax and discounts. The toLtowing specific recognition criteria must atso be met before
revenue is recognised:

Revenue fram the saLe of goods is recognised when the significant risk and rewards at ownership of the goods have passed to the
buyer, usually on delivery at the gaods.

Revenue fram sate of engineering services is recognised by reterence to the stage at compLetion. Stage at completion is measured
by reterence to Labaur hours incurred to date as percentage of total estimated labour hours for each contract. Where the contract
outcome cannot be measured reliabty, revenue is recognised only to the extent that the expenses incurred are eligible to be
recovered.

Revenue fram dividends is recognized when the Graup’s right to receive the payment is estabLished.

Revenue fram rentat income arising fram operational Leases on instruments is accounted for on a straight Line basis over the Lease
terms.

Interest income is recognised in the income statement based on the effective interest method as they are earned.

I .13 Public grants and contribution from partners

Public grants are recognised where there is reasonable assurance that the grant WILL be received and aLL attaching conditions wilL
be complied with. When the grants reLate to an expense item, it is recognised as income over the period necessary to match the
grant on a systematic basis to the cost it intends to compensate. Where the costs are related to a devetopment project and
capitalised, the betonging grants are deducting the carrying amaunt at the asset.

Pubtic grants received to date are related to (ref. note 9):
- development projects and deducted in the carrying amaunt ot the retated project

the purchase at a lang LeasehoLd buiLding, pLan and equipment

Where the grants reLate to an asset, it is recognised as deferred income and reLeased to income in eguaL annuaL amounts over the
expected usefuL lite at the reLated assets.

When the contributions fram partners are subject to specific requirements, the contributions are recognised in the balance sheet
as Lang term liabilities. When the contributions fram partners are not subject to specitic requirements, the contributions are
recognised in the batance sheet as a deduction at the carrying amaunt ot the related project. Ref. note 14.

Where the Graup receives non-monetary grants, the assets and the grants are recorded at nominaL amounts and released to protit
and Loss over the expected usetul Lite ot the relevant assets by equaL annual instaLments.
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1.14 Income tax

The tax expense cansists of the tax payab[e and changes to deferred tax. Deferred taxltax assets are ca[cu[ated on aLL taxab[e
temporary differences on assets and Liabilities.

Deferred income tax LiabiLities are recognised for aLl taxable temporary differences except

(i) where the deferred income tax LiabiLity anses fram the initiat recagnition of goadwill ar at an asset ar tiabiLity in a transaction
that is not a business combinatian and, at the time at the transaction, affects neither the accounting profit nor taxable profit ar
Loss

(ii) in respect at taxabLe temparar-y ditferences are associated with investments in subsidiaries, where the tirning at the reversal af
the temporary differences can be controLLed and it is prabable that the temporary differences WILL not reverse in the foreseeable
future.

Deferred tax and deferred tax assets are recagnised at their nominal vaLue and classified as non-current asset (Lang term Liabitities)
in the batance sheet.

Deferred tax assets are recognised for aLl unused tæ [asses to the extent that it is probabLe that ta~abLe profit will be avaitabte
against which the losses can be utilised. Management judgment is required to determine the amount at deterred tax assets that
can be recognised, based upan the Likety timing and the LeveL of future taxabte protits together with future tax ptanning
strategies.

The tax payabte and deterred tax are recognised directly as other comprehensive income in equity ta the extent that they retate
to factars that are recognised directty as other comprehensive incame in equity.

1.15 Contingent liabilities and assets
Contingent LiabiLities are defined as
(i) possible abligations resulting fram past events whose existence depends on future events.
(ii) abligations that are not recognised because it is not probabLe that they will lead ta an outflaw af resaurces.
(iii) obligations that cannot be measured with sufficient reLiabitity.

Contingent liabiLities are not recagnised in the annuaL financiat statements. Significant contingent Liabilities are stated, with the
exception at contingent Liabilities where the probabiLity at the liabitity occurring is remate.

A contingent asset is not recognised in the annuat financiat statements, but is disctosed if there is a certain leveL at probabiLity
that a benefit wilL accrue to the Group.

1.16 Events atter the balance sheet dato

New intormation received atter the balance sheet date relating to events and transactions incurred before the balance sheet date
is reflected in the balance sheet/income statement. Events after the balance sheet date that do not affect the Graup’s position at
the balance sheet date but affect the Graups position in the tuture are stated if significant.

1.17 Use of estimates when preparing the annual financial statements.

Estimates and their undertying assumptions that aftect the appticatian ot accounting principtes and reported amounts ot assets and
liabilities, income and expenses are based on histaric experience and ather factors cansidered reasonable under the circumstances.
The estimates constitute the basis for the assessment of the net book value at assets and liabilities when these values cannot be
derived fram other sources. ActuaL results may differ fram these estimates. Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accaunting estimates are recognized in the period in which the estimate is revised and in any future
periods atfected. In particuLar, information about significant areas of estimation uncertainty and criticaL judgments in applying
accounting poticies that have the most significant effect on the amaunt recognized in the financiaL statements, is given in the
foLlawing notes:
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- Impairment test for intangib~e assets (note 18)
- Depreciation periods for fixed assets and intangible assets (notes 7,9)
- Capitatized deve[opment costlR&D cost (note 9)
- Taxes (note 4)

The preparation of the Groups consotidated financiat statements requires the management to make judgments, estimates and
assumptions that affect the reported arnounts of revenues, expenses, assets and tiabitities, and the disctosure of contingent
tiabitities, at the end of the reporting period. F-lowever, uncertainty about these assumptions and estimates coutd resutt in
outcomes that coutd require a materiat adjustment of the carrying amount of the asset or tiability affected in the future.

The key assurnptions concerning the future and other key sources of estimation uncertainty at the batance sheet date, that have a
significant risk of causing a material adjustrnent of the carrying amounts of assets and tiabitities within the next financiat year are
discussed betow.

The Group assesses whether there are any indicators of impairment for att non-financial assets at each reporting date. Goodwitl
and capitatised devetopment cost are tested for impairment annuatty and at other times when such indicators exist. The Groups
impairment test for goodwitt and capitatised devetopment cost is based on vatue in use catcutations that use a discounted cash ftow
modet. The cash ftows are derived from the budget for the next five ycars and do not inctude restructuring activities that the
Group is not yet cornmitted to or significant future investments that Witt enhance the asset base of the cash generating unit being
tested.

The recoverabte amount is rnost sensitive to the discount rate used for the discounted cash ftow modet as wett as the expected
future cash-inftows and the growth rate used for extrapotation purposes. The key assumptions used to determine the recoverable
amount for the cash generating unit, inctuding a sensitivity anatysis, are further exptained in note 18. Other non-financiat assets
are tested for impairment when there are indicators that the carrying amounts may not be recoverable. This is especiatty relevant
to capitatised devetopment costs.

Devetopment expenditures retated to the Badger Exptorer devetopment project and the Badger Plasma Technotogy project are
recognized as an intangibte asset when the Group can demonstrate:

- The technicat feasibility of compteting the intangibte asset 50 that it witt be avaitabte for use or sate.
- The Groups intention to comptete and the Groups abitity to use or sett the asset.
- How the asset witt generate future economic benefits.
- The abitity to measure retiabte the expenditure during devetopment.
- The avaitabitity of resources to comptete the asset.

When aLl the above criteria are met, the costs retating to devetopment start to be recognized in the batance sheet. Att costs
retated to the Badger Dptorer development project is capitatised continuousty every month. Project manager performs a
continuous assessment to identify whether the cost retates to the devetopment project or to normaL operations. Internat hours
used in the devetopment project are capitatized at cost (no mark-up). Capitatised carrying amount for the devetopment project
amounts to MNOI< 121,6 per 31.12.2012, see note 9.

Costs that have been expensed in previous accounting periods are not recognized in the batance sheet.
Recognized devetopment costs are depreciated on a straight-line basis over the estimated usefut tife for the asset, usuatty not
exceeding 10 years. Depreciation starts when the asset is ready for use. No depreciation has yet been performed for the
devetopment projects. The fair vatue of the devetopment costs wiLl be catcutated when there is an indicator of change in vatue.

Deferred tax assets are recognised for att unused tax tosses to the extent that it is probabte that taxabte profit wilt be avaitable
against which the tosses can be utitised. Significant management judgement is required to determine the amount of deferred tax
assets that can be recognised, based upon the tikety timing and the tevet of future taxabte profits together with future tax
planning strategies.
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The Group has tax (oss carry forwards amounting to NOK 101 559 418 (2011: NOK83100711). These losses, relate to the parent
company and a subsidiary that are in a technotogy development phase and consequentLy not in a regutar operational situation
generating revenue, do not expire and rnay not be used to offset taxable income elsewhere in the Group. The parent company and
the subsidiary has no taxab[e temporary differences nor any tax planning opportunities avaitab(e that could partty support the
recognition of these Losses as deferred tax assets.

1.18 Leasing

The determination of whether an arrangement is, ar contains, a Lease is based on the substance of the arrangement at inception
date, whether fuLfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a
right to use the asset, even if that right is not expLicit[y specified in an arrangement.

Finance Leases

Leases where the Group takes over the main part of the risk and return retated to the awnership of the asset are classified as
finance leases. At commencement of the Lease periad finance Leases are ca[culated to an amount corresponding to real value of
Lowest Lease present value, whichever is the Lowest, less accumulated depreciations and devaLuations. When calculating the
present value of the Lease the implicit interest cost of the Lease is used when it can be determined. If it cannot be determined, the
Groups marginal borrowing rate in market is used. Direct costs retating to the Lease are incLuded in the assets cost price.

The depreciation period is consistent with equivaLent assets that are owned by the Group. If it is not certain that the Group wiLI
take over Vie asset when the lease expires, the asset is depreciated over the Leases term or the depreciation period for equivaLent
assets owned by the Group, whichever is the shorter.

Operating leases

Leases for which most of the risk rests with the other contracting party are classified as operating Leases. Operating Lease payment
are cLassified as operating costs in the income statement on a straight-Line basis over the Lease term.

1.19 Share options

The Group measures the cost of equity-settLed transactions with employees by reference to the fair vatue of the eguity
instruments at the date at which they are granted. Estimating fair vatue requires determining the most appropriate vaLuation
modeL for a grant of eguity instruments, which is dependent on the terms and conditions of the grant. This aLso requires
determining the most appropriate inputs to the vaLuatian model including the expected Life of the option, volatility and dividend
yieLd and making assumptions about them. The assumptions and modets used are disc[osed further betow and in note 6.

The cost of equity-settted transactions is recognised, together with a corresponding increase in equity, over the period in which
the performance and/or service conditions are fulfilted. The cumulative expense recognised for equity-settled transactions at each
reporting date untiL the vesting date ref[ects the extent to which the vesting period has expired and the Graup’s best estimate of
the number of equity instruments that wilL ultimately vest. The income statement expense or credit for a period represents the
movement in cumuLative expense recognised as the beginning and end of that period.

No expense is recognised for awards that do not ultimately vest, except for equity-settled transactions where vesting is conditionaL
upon a market or non-vesting condition, which are treated as vesting irrespective of whether or not the market or non-vesting
condition is satisfied, provided that aLl other performance and/or service conditions are satisfied.

Where the terms of an equity-settled transaction award are modified, the minimum expense recognised is the expense as if the
terms had not been modified, if the originaL terms of the award are met. An additional expense is recognised for any modification
that increases the totaL fair vaLue of the share-based payment transaction, or is otherwise beneticiaL to the empLoyee as measured
at the date of modification.



Badger Explarer Graup 2012 - Flates

Where an equity-settled award is cancetleci, it is treated as if it vested on the date of cancelLation, and any expense not yet
recognised for the award is recognised immediately. This includes any award where non-vesting conclitions within the control at
either the entity ar the employee are not met. However, If a new award is substituted far the cancelted award, and designated as
a repLacement award an the date that it is granted, the canceLled and new awards are treated as if they were a madification of
the originaL award, as described in the previous paragraph. ALL canceLlatians of equity-settled transactian awards are treated
equalLy.

1.20 Impairment at assets
The Group assesses whether there are any indicators of impairment far all assets at each reparting date.

An assessment of impairment losses an assets is made when there is an indication af a faLl in vatue. If an asset’s carrying amount is
higher than the assets recoverabte amount, an impairment [ass wilL be recognised in the income statement. The recoverabLe
amaunt is the higher of the fair vaLue less costs to seLL and the discounted cash fLaw fram continued use. The fair vaLue less costs
to seLl is the amount that can be obtained fram a sale to an independent third party minus the sales casts. The recoverable amount
is determined separateLy for all assets but, if this is impossible, it is determined together with the entity to which the assets
betong.

Impairment losses recognised in the income statements of previaus periads are reversed when there is infarmation that the need
far the impairment [oss no Langer exists ar is not as great as it was. Hawever, no reversal takes place if the reversal teads to the
carrying amount exceeding what the carrying amount woutd have been if normal depreciation perlods had been used.

1.21 Cash flowstatement
The cash fLaw statement is prepared in accordance with the indirect methad and based upon lAS 7.

1.22 Costs related to equity transactions
Costs direct[y related to equity transactians are recognised directLy an the equity after deduction of tax.

1.23 Changes in accounting policies and disclosures

The Group has implemented aLl changes in standards and interpretatians for 2012. The impLementation af these changes have not
resuLted in any changes ta the group beyond the information given in the nates.

The IASB issued amendments ta its standards and the relateci Basis for Canclusions in its annual “improvements to IFRSs”. The
improvement project is an annuaL project that provides a mechanism for making necessary but nan-urgent arnendments. The
improvements are effective far annual periads beginning on i July 2012 ar later, but the improvements are nat yet approved by
the EU. The Graup plans to implement the amendments fram 1 January 2013.

Standards issued but not yet effective or implemented up to the date af issuance of the Group’s financia[ statements This listing
at standards and interpretatians are those that the Group reasonabty expect to have an impact on disclosures, financiaL position ar
performance when applied in future periods.

lAS I Presentation of Financial Statements
The amendments to lAS I impLy that the items presented in ather camprehensive income (OCI) shaLl be grauped in two categories.
Items that coutd be recLassified to profit ar [ass at a future paint in time (for example, net gain on hedge af net investment,
exchange differences on translation of foreign aperations, net mavement on cash flaw hedges and net gain or [oss on availabLe-for
sale financiaL assets) shalL be presented separately fram items that wilL never be reclassified (for example, actuariaL gains and
losses on defined benefit plans). The amendments affect the presentatian onLy and have na impact on the Graup’s financial
position ar perfarmance. The amendments became effective for annuat perlods beginning an ar after 1 July 2012, and wilL
therefore be applied in the Graup’s first annual repart after becoming effective.
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IFR5 9 Financja( Instruments: C(assjffcatfon and Measurement
IFRS 9, as issued, refLects the first phase af IASB’s work on the reptacernent of lAS 39 and app[ies to the ciassification and
measurement of financiaL assets and financiat LiabiLities as defined in lAS 39. The standard was initialLy effective for accaunting
periods beginning on or after I January 2013, but arnendments to IFRS 9 155usd in December 2011 moved the niandatory effective
date to 1 January 2015. Subsequent phases of this project wilL address hedge accounting and impairment of financiaL assets. The
Croup wi[1 evatuate potentiaL effects of IERS 9 in accordance with the other phases as soon as the finat standard, inc[uding aLl
phases, is issued.

ll-RS IV Lonsoiidated I-mandal Statements, tAS 2/ Separate I-mandal Statements
IFRS 10 replaces the portion of lAS 27 Consolidated and Separate FinanciaL Statements that addresses the accounting for
consoLidated financiaL statements and SIC-12 Consolidation - SpeciaL Purpose Entities. IFRS 10 establishes a single controL model
that applies to aLl entities including special purpose entities. The changes introduced by IFRS 10 wiLl require managenient to
exercise significant judgement to determine which entities are controlted and therefore are required to be consoLidated by a
parent, compared with the requirements that were in FÅS 27. .4s a resuLt, the Group has evaLuated the entities to be consolidated
pursuant to IERS 10 and compared with the reguirements of the current lAS 27. Within the EU/EEA area, IFRS 10 is effective for
annuaL periods starting on or after 2014.

IFRS 12 Djscjosure of Interests in Other Entit les
IFRS 12 applies for enterprises with interests in subsidiaries, joint arrangenients, associates and structured entities. IFRS 12
replaces the discLosure requirements that were previousLy incLuded in lAS 27 Consolidated and Separate Financial Statements, lAS
28 lnvestments in Associates and lAS 31 lnterests in Joint Ventures. Å number of new discLosures are also required, but has no
impact on the Group’s financial position ar perforrnance. Within the EU/EEÅ area, IFRS 12 is effective for annuat periods beginning
on or after 1 January 2014.

The standard establishes a singLe source of guidance under IFRS for aLL fair value rneasurements, i.e., for requirements of all
standards reLated to measuring fair value for assets and obligations. IFRS 13 is effective for annuaL periods beginning on ar after 1
January 2013.

The amendment ctarif les that income taxes arising from distributions to equity holders shatL be accounted for in accordance with
lAS 12 lncome Taxes. The amendment is effective for annuat periods beginning on or after 1 January 2013, but has not yet been
approved by the EU.

The Group does not anticipate that the implementation of the standards and interpretations detailed above wilL have any materiaL
impact on the consolidated accounts when they are impLemented other than in terms of the inforrnation that wiIl have to be
provided in the notes.
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(ALL figures in NOK)

The Group has previously received public grants from the Research Councit of Norway and Skattefunn for the Badger ExpLorer
development project in Badger Explorer ÅSA and the Plasma Channet DriLting project in Badger Plasma Techno[ogy ÅS. The Badger
Exptorer devetopment project has been pLedged grants from Skattefunn and Research Councit of Norway for both 2011 and 2012.
AlL devetopment costs in the Badger Explorer Group retated to these projects are capitaLised except of NOK2 826 531 for 2012 and
NOK2 694 643 for 2011 reLated to a IERS restriction on capitatisation of own personnel cost. Pubtic grants retated to the
development projects are deducted in the carrying amount of the retated asset.

CaLidus Engineering Ltd. was awarded a grant from The European RegionaL Devetopment Fund towards the devetopment of the new
building, maintaining staff numbers and creating new jobs.

The grant received is recognised to the P&L on a monthty basis over the [ife time of the assets to which it retates, whereas £131
400 reLates to the premises and is written off over 25 years and £48 600 retates to pLant and machinery and is written off over 4
years. The batance of grant not yet written down is recognised as deferred income of GBP 152 440 under other short term Liabitity.

(ALL figures in NOK)

2012 2011
Interest income related to cash and cash equivaLents 804 299 1 300 519

Loss on saLe of shares in tiquidity fund and other shares -166 045 -1 026 275

Market based shares in Liquidity fund at fair vaLue through profit and Loss 0 965 428

Management cost of market based shares in Liquidity fund 41 454 -58 555

Other financial income 15 667 13 945

Otherfinanciat expenses -313 907 -197 194

Currency gain 10 738 600 185

Currency Loss -50 842 -603 690

Net financiaL items 341 363 994 364

N~
(ALL figures in NOK)

Incometaxexpense 2012 2011

Payabte tax 0 0

Other -413836 -371 642

Tax from previous years 103 523 0

Changes in deferred tax 0 0

Totaltaxexpense -310313 -371 642
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(All figures in NOK)

Calculation of basis for tax

Earnings before tax

Permanent differences*

Changes in temporary differences

Total basis for tax

Deferred tax asset is not recognised in the balance sheet as the Group is in a deve[opment phase and is currently generating losses.

I.oss carried forward per 31.12.12 is due as follows 2012 2011

Unlimited carrying forward 101 608 213 83 100 711

Explanation of why tax cost does not amount to 28% of earnings before tax: 2012 2011

28% tax of earnings before tax -6 053 004 -8 379 812

Permanent differences* 379 806 11 266

Changes in deferred tax asset not recognised in the balance sheet 5 362 885 7 996 905

Other 310313 371 642

Calculated tax cost -310 313 -371 642

Effective tax rate ** 1,4% 1,2%
Includes non-deductib(e costs such as entertainrnent and non-taxable share dividends.

~ Tax cost compared to earnings before tax.

~
~aI!IIII

(Alt figures in NOK)
~-

The tax cost is retated to tax on the profit in Catidus Engineering Ltd.

-21 617 872

1356451

19153161

-1108 261

-29 927 901

40 235

28 560 374

-1 327 292

Summary of temporary differences:

Fixed assets 138 255 783 914

Lo5s carried forward -101 608 213 -83 100 711

Total -101 469 958 -82 316 798

Deferred tax asset -28 411 588 -23 048 703

Balance sheet
Deferredtaxasset 2012 2011

Loss carried forward 28 450 300 23 268 199

Fixed assets -38 711 -219 496

Total deferred tax asset 28 411 588 23 048 703

Valuation altowance -28 411 588 -23 048 703

Total deferred tax asset recognised in the balance sheet statement 0 0

Basic earnings per share are calcutated by dividing net profit for the year attributable to ordinary equity holders of the Company
by the weighted average number of ordinary shares outstanding during the year.
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(All figures in NOK)

Diluted earnings per share are calculated by dividing the net profit attributabte to ordinary equity holders of the Company by the
weighted average number of ordinary shares outstanding during the year plus the weighted average number of ordinary shares that
would be issued on the conversion of all the dilutive potential ordinary shares into ordinary shares.

Options awarded to employees at the end of 2006 and mid 2007 are waived and not included in the calculation of diluted earnings
per share. The effect of the new awarded options to employees in mid September 2009, June 2010 and October 2011 are all
included in the calculation of diluted earnings per share.

2012 2011
Profit ((oss) attributable to equity holders of the Company -20 462 668 -29 234 800

Weighted average outstanding ordinary shares 18 537 288 18 537 288

Effect of ditution - share options 92 265 150 310

Weighted average outstanding diluted shares 18 629 553 18 687 598

Earningspershare 2012 2011
Ordinary -1,10 -1,58
Dituted -1,10 -1,56

~ ~ - --~

(Att figures in NOK)

Payroll and related costs 2012 2011
Sataries and vacation pay 17 020 762 21 528 575
Employers national insurance contributions 2 381 058 2 742 474
Option plan payment (mcl. national insurance contribution) 1 204 388 392 979
Remuneration to board 1 185 000 992 500
Other benefits (mcl. pension scheme)* 1 193 465 3 108 642
Total 22 984 673 28 765 171

* MNOK 1.5 related to accrued severance pay for former CEO and former Business Manager was deducted in 2012.

The average number of employees in full time equivatent 48 46

Pensjons

The pensjon scheme in Badger Explorer ASA are defined contribution plans where agreed contributions are expensed as paid.
Contribution comprising between 4% and 7% of an employee’s satary is added to the pensjon pLan. The scheme fulfits the
requirements in the law for obliged pension (OTP). In Catidus Engineering Ltd. one director has accrued benefits under money
purchased pension schemes. The Group has no further commitments towards pensions when the agreed contributions are paid. The
Groups contribution costs are charged to the income statement in the year in which the contribution applies.

2012 2011
Contribution expensed during the year 602 442 633 411
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(ALL figures in NOK)

2012
Salary Otber Benefits Pensjon

Remuneration to members of Management scheme costs

Chief Executive Officer (CEO)* 1 685 230 206 084 54835
Chief FinanciaL Officer (CFO) 1 648 585 29 034 58 792
ChiefTechnoLogy Officer (CTO 1)~ 672 316 8964 16372
Chief TechnoLogy Officer (CTO 2)’ 549 963 15 289 38 522
Sr. Vice President Business Dev. & Strategy 1 513 702 30953 55523
Manager QuaLity, Risk and Supply Chain 1148871 29110 55305

* The Board of Oirectors granted the CEO a bonus amounting to NOK 150 000, to be booked and paid in April 2013.
There was a change of Chief Technology Officer during the year. CTO 1 left the Company on 30.04.2012 and the new CTO was

appointed on 01.07.2012.
At the end of 2012 Management of Badger Exptorer ÅSA consists of CEO, CFO, CTO, Sr. Vice President Business Dev. & Strategy and
Manager Quality, Risk and Suppty Chain.

2011
Salary Other Benefjts Pensjon

Remuneration to members of Management scheme costs

Chief Executive Officer 01.01 - 04.10 (CEO ir 1 257 319 10080 36423
Chief Executive Officer 05.10- 31.12 (CEO 2)* 492 028 2774 11 733
Chief Financia[ Officer (CFO) 1 647 605 13481 47665
Chief Technotogy Officer (CTO) 1 385 837 13434 47662
Sr. Vice President Business 0ev. & Strategy 1 498 086 13 453 47646
Manager HR, Economy and Adm. 684 135 7604 30 340
Manager QuaLity, Risk and Supply Chain 1 073 444 11 428 47 641
ProductManager 1049923 13318 46594

* There was a change of Chief Executive Officer as of 05.10.2011 - The CEO 1 was entitled to three months severance pay in case of

termination of employment by the Company after a notice period of three months.
At the end of 2011 Management of Badger Explorer ÅSA consists of CEO, CFO, CTO, Sr. Vice President Business Dev. & Strategy,
Manager HR, Economy and Adm., Manager QuaLity, Risk and Suppty Chain and Product Manager.

Shares and options owned directly or indirectly by members of Management as per 31.12.2012

Shares Options

Chief Executive Officer (CEO) 0 370 579
Chief FinanciaL Officer (CFO) 309 872 16 667
Chief TechnoLogy Officer (CTO 2) 0 5 000

Sr. Vice President Business Dev. & Strategy 229 422 25 000
Manager HR, Economy and Adm. 2 858 0
Manager Quality, Risk and Supply Chain 0 25 000

Total 542152 442246

OptionsChanges in share options owned by members of
Options as of Exercised in granted in the Options as ofManagement 01.01.2012 the period Forfeited period 31.12.2012

Manager HR, Economy and Adm. 16 667 0 16 667 0 0
Total 16667 0 16667 0 0
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The 20000 options granted to CPM in 2006 were reptaced with new options during 2009. The new option program is effective as of
15.09.2009 and 25 000 share options have been granted to CFO, 15 000 share options to CTO 2, 25 000 share options to Sr. Vice
President Business Dev. & Strategy and 25000 share options to Manager HR, Economy and Adm at strike of NOK 10. Manager
Quatity, Risk and SuppLy Chain was granted 25 000 share options on emptoyment in 2010 at strike of NOK 15. The options entitle
purchase of shares during a 3.2 year period untiL 15.11.2012. This period has been extended untit 3-10 days after the presentation
of Annual Report 2012. AlL options were “out of money” per 31.12.2012. A total number of 16667 of share options held by
management were forfeited as of 31.12.2012. No options were exercised during 2012. In 3Q 2011 CEO 2 was granted 370 579 share
options at strike of NOK19 which must be exercised three to ten days atter the presentation of the 3Q2O14 report and were ‘out
of the rnonef per 31.12.2012.

Remuneration to the Board of Directors and Nomination Committee

Remuneration to Board of Directors for 2011 was approved by the Annual General Meeting in 2012 and is divided by NOK 300 000 to
the Chairman of the Board, by NOK 150 000 to each Board member with the addition of NOK50 000 to board member of the Audit
Committee, by NOK25 000 to the chairman of the Nomination Committee and by NOK 15 000 to each of the member of Nomination
Committee. Remuneration to the Board of Directors approved by the general assemb[y and paid in 2011 and 2012 is Listed in below
table:

Remuneration to the Board of Directors and Nomination Committee 2012 2011
Marcus Hansson- Nomination Committee, Board Member 2011, Chairman 2012 200 000 75 000
Tone KvåLe- Board member, Audit Committee 2011/2012 200 000 200 000
Kristine HoLm - Board member 2011/2012 150 000 150 000
CLive Mather- Board member 2012 300 000 0

John R. Wi[son - Board member27.O4.2011 - 08.10.2012 300 000 0

RoLf E. AhLqvist- Nom. Committee, Chairman 2011 15 000 315 000
KnutÅm - Nomination Committee 10 000 IS 000
Bjørge Gretland - Nomination Committee, Board member 2011 10 000 87 500
Christian BuLl Eriksson- Board member 2011 0 150 000

TotaL remuneration 1 185 000 992 500

Auditorsfee 2012 2011

Auditfees 314988 241 616
Assurance services 27 140 33 450

Other assistance 31 677 184 301

TotaL’ 373 805 459 367

ALL fees excLuding VAT.
‘ALL services in 2011 and 2012 are recognised as expenses.

Audit-reLated costs incurred in 2012 are in accordance with the Company’s law and poLicy.

~
(ALL figures in NOK)

Employee options

In 3Q2009 a new option program was established repLacing options granted in 2006 and 2007. ALL empLoyees in Badger Explorer ASA
at that time was aLLocated options. Manager QuaLity, Risk and SuppLy Chain was aLLocated 25 000 shares on empLoyment
01.06.2010. One third of the option can be exercised after one year, a third of the option can be exercised atter two years and a
third can be exercised after three years. The exercise of options can be postponed but not past the contractuaL Life of 3.2 years.
This period has been extended to 3-10 days after the presentation of the AnnuaL Report 2012. CEO was aLtocated 370 579 shares on
10.09.2011 which can be exercised three to ten days after the presentation of the 3Q 2014 report. Fair vaLue of the options is
caLcuLated at the time of grant and wiLl be recognized over the corresponding vesting period of the options. A totaL number of 111
668 of share options heLd by management were forfeited as of 31.12.2012. A totaL number of 71 667 of share options heLd by
management were expired as of3l.12.2012. No options were exercised during 2012. Outstanding options as of 31.12.2012 were
462 913.



Badger ExpLorer Group 2012 - Notes

2012 2011

Weighted Weighted
Share options average Share options average

Summary af outstanding optians: exercise price exercise price

Outstanding options 01.01 646 248 1 5,35 407 250 10,31

Granted options 0 0 370 579 19,00

Exercised options 0 0 -98 248 10,00

Forfeited -111 668 10,00 -33333 10,00

Expired options -71 667 10,00 0 0

Outstanding options 31.12 462 913 17,46 646 248 15,35

Vestedoptions 92333 11,35 156581 10,53

Weighted Average Fair Value of options granted during the period 0 0 370 579 10,76

Charged against the Income statement: 1 362 732 933 263
Charged against the Income Statement- Emp[oyers’
national insurance contribution: -158 344 343 018

Fair va[ue of the options is estimated based on the Black and Schotes option pricing model.

The Board of Directors hoLds an authorisation to issue shares in the Company resoLved by the ÅnnuaL GeneraL Meeting of the
Company held on 08.05.2012. The authorisation is provided until 30.06.2013 in respect of increase in the Company’s share capitaL
with up to NOK 115 858 by way of issuance of up to 926 864 shares in connection with the Company’s share incentive scheme.

Implemented remuneration palicy for members of Management for 2012

The main principLe of the Group’s remuneration policy of the Group’s Management was to offer competitive terms in an overalL
perspective, taking into account saLary, payments in kind as weLl as bonuses and pension pLans to avoid substantiaL turnover in
Management. The Group should offer saLary Levels that reflect the average satary Levets in comparabLe Norwegian companies.

The determination of salaries and additionaL benefits of the Group’s Management for the fiscal year 2012 was based on the above
noted main principle and is further detailed as fotlows:
The fixed salary for each member of the Group’s Management has been competitive and based on the individual’s experience,
responsibilities as welL as the achieved resutts. There were no annuat adjustments in 2012 due to the Company’s drive to reduce
overhead costs.
The Group’s Management received payment in kind such as paid newspaper subscriptions, cell phone expenses and payment of IT
and telecommunication expenses.

(ALL figures in NOK)

On 15 September 2009 a new share option program for aLL Company employees at the time was established. Out of a total of 406
750 granted share options at a strike price of NOK 10.00, the Company’s Management was aLLocated 250 000 share options
equatling 61.5% of aLl granted share options. On 1 June 2010 the Manager Quality, Risk and SuppLy Chain was granted 25 000 share
options at a strike price of NOK 15.00. ALL shares at strike price of NOK10 and NOK15 should have been exercised within
15.1t2012, however this period has been extended untiL 3-10 days after presentation of Annual Report 2012. On 6September
2011 the CEO 2 was granted 370 579 share options at a strike price of NOK 19.00, which may be exercised after presentation of
the 302014 report.
ALL members of the Company’s Management were incLuded in the defined contribution pension scheme established by BXPL for aLl
its employees. The scheme is deposit based and maximized to a percentage of 12G. The retirement age for all employees including
the Group’s Management is 67 years.
The compensation of the Management for 2012 was in line with the rutes for the fiscaL year 2012 as approved by the Annual
General Meeting on 8 May 2012.

Remuneration policy for members of Managernent - Guidelines for 2013:
The main principle of the Group’s remuneration policy for the Group’s Management is to offer competitive terms in an overaLL
perspective taking into account salary, payments in kind, bonuses, pension plans and other benefits, to retain key staff.
Management sa[aries and benefits for 2013 witL be based on the principLes noted below.

The fixed salary for each member of the Management shalL be competitive and based on the individuat’s experience,
responsibiLities as well as the results achieved during the previous year. Salaries as weLL as otber benefits shalL be reviewed
annuaLly, and adjusted as appropriate.
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~
(ALl figures in NOK)

In addition to their base salary, the Group’s Management may be granted additional rernuneration in the form of a bonus. If a
bonus scheme is implemented in 2013, the assessment criteria will be based on both the Group’s performance and the individuaL’s
performance. The targets to be reached by the CEO are to be determined by the Company’s Board of Directors. The CEO wiIL set
relevant targets for the other members of the Management team, based on principLes defined by BXPL’s Board of Directors.
The Graup’s Management wilL receive payment in kind such as celL phone expenses and payment of IT and teLecommunication
expenses.

On 1 Sth September 2009 a new share option program for aLL BXPL empLoyees at the time was impLemented. The current
Management has been aLLocated 442,246 share options. Each option entitles the option holder to purchase ane share at a strike
price of NOK 10.00 (appLicabte to 46,667 shares options granted to CFO Gunnar DoLven, CTO Øystein Larsen and Sr. VP Dev. &
Strategy KjelL Markman), NOK 15.00 (appLicable to 25,000 share options granted the Manager Quality, Risk and Supply Chain). On
6th September 2011 the new CEO was granted 370 579 share options at a strike price of NOK 19.00, which may be exercised after
the presentation of the 3Q2014 financial report. Upon exercise of the options, the option holder shatl pay to the Company a price
of NOK 10.00 (respectiveLy NOK15 and NOK 19) per option share. If, on the exercise day, the market price of the BXPL shares
exceeds NOK 50, the exercise price shall be increased by an amount equivalent to 8% of the market price less NOK 50.

ALl members of the Group’s Management are included in the defined contribution pension scheme established by BXPL for all its
employees. The scheme is deposit based and contributions range (rom 4% to 7% of the employee’s saLary maximized to a
percentage of 12G. The retirement age for aLl empLoyees, including Management, is 67 years.

(AlL figures in NOK)
Property,

plant &
2012 BuiLding* equipment Total 2012

Costpriceol.01 9515749 14045162 23 560911

Additions 0 75 493 75 493

Disposals 0 -389 356 -389 356
Currency translation difference -294 296 54 767 -239 529

Cost price 31.12 9 221 453 13 786 065 23 007 518

Accumulated depreciations 31.12 -176 357 7544 697 i 721 053

Accumutated depreciation of disposed asset 217015 217 015

Currency transLation difference 2 361 -232 406 -230 045

Bookedvalue3l.12. 9047458 6225977 15273435

Depreciations -114 137 -2215888 -2330026
Depreciation rate %: 4% 10% - 33%

Economic Life (years): 25 3 - 10

Depreciation method: straight line straight line
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Property,
plant &

equipment

(ALl figures in NOK)

The fijture minimum rents related to non-canceltable teases falt
due as fotLows for the Group: Within I year 2-5 years After 5 years
OperationaL Leasing cost 31 864 0 0
Rent cost on buitdings 2 070 000 4 657 500 0

Total 2 101 864 4 657 500 0

The lease agreement for the main office (headquarters) has been entered into for a period of 5 years. This agreement expires on
31.03.2016, and incLudes an option to extend Vie agreement for 3+3 years at market conditions.

Purchase of lease - CaLidus EngineerinQ Ltd.

In June 2011 CaLidus Engineering Ltd. purchased a tease of units 6&7 Treteigh IndustriaL Estate of a totaL of MNOK 12.2 (~1 412 500)
of which MNOK 8J (E940 000) reLates to the building (shell only) and MNOK 4.1 (E472 500) relates to Vie ptant and machinery. The
Lease is classif led as (mandaL. The buitding WIL[ be depreciated over 25 years and the pLant and machinery wi[L be depreciated over
10 years. The contractuaL term is 999 years and rent is set to one peppercorn per year.

Total 20112011 Building*

Cost price OtOl 0 7 779 280 7 779 280

Additions 9 515 749 6 265 882 15 781 631

Cost price 3t12 9 515 749 14045 162 23 560 911

Accumulated depreciations 31.12 -62 220 -5 545 823 -5 608 043

Currency transLation difference -2 492 12 924 10 432

Bookedvalue3tl2. 9451 037 8512263 17963301

Depreciations -62 220 -1 408 341 -1 470 561
Depreciation rate %: 4% 10% - 33%

Economic lite (years): 25 3 - 10

Depreciation method: straight Line straight line

~ The bullding is fmnanced with a mortgage man.

The depreciation period and method are assessed each year to ensure that the method and period used harmonize with the
fmnanciaL reatities of the non-current asset. The same appLies to the scrap value.

The Group has entered into operating Leases for offices and other equipment. The cost is as fotLows:

Operating leasing cost Total 2012 Total 2011
Car Leasing cost 0 43 870
Rent cost on buiLdings 2 133 118 4 128 368

Other 11 920 85 344

Total 2145038 4257582

Leasehold Land and buitdings have been pLedged to secure borrowings in CaLidus Engineering Ltd.
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(All figures in NOK)

2012 2011
Rawmaterial 199712 191 859

Work in progress 1 729 308 2 576 326

Finished goods 2 605 8 070

Total 1 931 625 2 776 255

All inventories are valued at cost. No write-down for obsoleteness are needed.

~
(All figures in NOK)

Badger Explorer Group has recognised the following intangible assets in the balance sheet (iricluding internal butlt up assets such
as deve[opment costs).

Development
2012 Patents costs Goodwill Total

Costpriceol.01 400000 111 037190 5773858 117211 047
Additions** 0 17 149 058 0 17 149 058

Disposals -1 218 604 -1 218 604
Currency translation difference 0 0 -178 573 -178 573

Contribution from partners 0 -2 487 600 -2 487 600

Public grants 0 -2 842 653 0 -2 842 653

Cost price 31.12 400 000 121 637 391 5 595 285 127 632 675

Accumulated depreciations 31.12 13 332 13 332

Bookvalue3l.12. 386668 121 637391 5595285 127619343

** The addition in 2012 consists of external services of MNOK 7.2 and internal personal cost of MNOK 9.9 for ilie Badger Exptorer

development project.
The disposals applies to the sales of Badger Plasma Technology AS which was sold for MNOK 1.9 in December 2012 and the

betonging Plasma Channel Drilling technology. It also includes sales of capitalised deveLopment equipment in Badger Explorer ÅSA.

Development
2011 Patents* costs Goodwill Total

Costpriceol.01 400000 89155567 5640192 95195760

Additions 0 27 986 247 0 27 986 247

Currency translation difference 0 0 133 665 133 665

Contribution (rom partners 0 -2 487 600 -2 487 600

PubLic grants 0 -3 617 024 0 -3 617 024

Costprice3l.12 400000 111 037190 5773858 117211 047

Accumulated depreciations 31.12 13 332 0 0 13 332

Bookvalue3l.12. 386668 111037190 5773858 117197715

There has not been made any depreciation on intangible asset in 2012 and 2011.

All development costs in 2011 and 2012 are related to the devetopment of the Badger Explorer technology in Badger Explorer ÅSA.
The development work contains inherent technology risk and risk related to the funding contributions fram the sponsors. An
amount of Management focus will continue to be applied to prudent financiat management, improved cost-effectiveness and
simplification of non-technical activities.

The patent applies to the Badger Explorer technology and has a validity of 20 years (rom date it was granted. The Development
costs applies to the development of the Badger Explorer technology in Badger Explorer ÅSA and the Plasma Channel Drilling
technology in Badger Plasrna Technology AS. Depreciation will commence when the technology is ready for its intended Lise.
Coodwill applies to the 50% acquisition of Calidus Engineering Ltd. in April 2009.
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(ALL figures in NOK)

2012 2011
Accounts receivables 2 123 726 5 251 001

Skattefunn & Reasearch Councit of Norway receivabtes 1 795 316 2 569 688

Other receivabLes 1 856 703 3 995 209

Total 5775745 11 815898

Provision for bad debts in the P&L in Catidus Engineering Ltd. amounted to £57 148 in 2012. There is no further provision for Losses
on receivabtes. Other receivabLes are mainLy related to prepaid expenses and governrnent grants in CaLidus Engineering Ltd.
awarded towards the development of the new buitding, maintaining staff numbers and creating new jobs. This grant is to be drawn
down in three stages. The first grant was received in 2011.
For age distribution of accounts receivabtes see note 15.

(ALL figures in NOK)

2012 2011
Cash at bank 17 607 757 39 178 834

Restrtcted bank deposits 708 737 919 992

.~ - -

[N~
(ALL figures in NOK)

Number of shares 2012 2011
01.01. 18537288 18439040

CapitaL increase 0 98 248

31.12. 18537288 18537288

NominaL vaLue per share is NOK 0,125.

As of 31.12.2012, the 20 largest shareholders were: No. of shares % share
CONVEXA CAPITAL IV AS 3 200 780 17,3 %

STATE STREET BANK AND TRUST CO. 2 699 997 14,6%
BANK OF NEW YORK MELLON SA/Ny 917 223 4,9%
INVESCO PERP EUR SMALL COM 874 551 4,7%
ODIN OFFSHORE 673 093 3,6 %
SKANDINAVISKA ENSKILDA BANKEN S.A. 655 000 3,5%
HOLBERG NORDEN 593 019 3,2%
IRIS-FORSKNINGSINVEST AS 522 091 2,8%
BANK OF NEW YORK MELLON (LUX) S.A. 358 787 1,9%
DALVIN RÅDGIVNING AS 301 872 1,6%
ANØY INVEST DA 278 800 1,5%
TTCINVESTAS 250000 1,3%
KNUTÅM 242600 1,3%
KJELL ERIK DREVDAL 222 600 1,2%
HOLBERG NORGE 219 266 1,2%
CSVIIAS 214000 1,2%
MPPENSJONPK 213200 1,2%
NILSHOLMEN INVESTERING AS 209 222 1,1 %
SIGMUND STOKKÅ 193 329 1,0%
TF-IENORTHERNTRUSTCO. 188190 1,0%
20 Largest sharehotders 13 027 620 70,3%
821 other sharehoLders 5 509 668 29,7%
Total of 841 shareholders 18 537 288 100%

ALL shares have equaL voting rights.
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The Board of Directors hotds two authorisations to issue shares in the Company resolved by the Annual General Meeting of
08.05.2012. These authorisations are valid until the next annuaL generaL meeting to be heLd in 2013, with an uLtimate expiry date
of 30 June 2013. The first authorization is provided for increasing the Company’s share capital with up to NOK115 858 by way of
issuance of up to 926 864 shares in connection with the issuance of shares to employees, directors and others connected with the
Company as part of the Compan~s share incentive scheme and the share issue against payment in other cash payment
(contribution). The second authorization is provided for increasing the Companys share capital with up to NOK 231 716 by way of
issuance of up to 1 853 728 shares in connection with the issuance of shares to existing shareholders and new investors for a cash
deposit or cash contributions and mergers.

(AlL figures in NOK)

Transactions with related parties 2012 2011

Accounts payabLe** 0 0

Purchased services** 0 90 000

** The Company has purchased consuttancy services from Norsaco in which KJeLI Markman (Sr. VP Bus. Dev. & Strategy) is Chairman

of the Board and owns 25% of the shares.

Transactions with members of Board of Directors 2012 2011
Accounts payabLe*** 0 0

Purchased services*** 70 000 200 000

***At the Extraordinary General Meeting on i December 2010 the GeneraL Meeting provided the Board of Directors with a proxy to
enter into agreements with close associates for the period as of I December 2010 untiL 31 December 2011. The remuneration shalL
be Limited to NOK 1,500 per hour and time schedule and detailed specifications of duties shatL be approved by the Company’s
Board of Directors prior to entering of such agreements. Badger ExpLorer ASA entered into such agreements with previous Board
member John WiLson and Board niember Clive Mather in 2011 and with Board member Tone Kvåte in 2012. The agreement entered
with Tone Kvåle in 2012 is reLated to the internaL audit, potential risk evaluation, compLiance and review of due diligence of 75%
owned subsidiary Calidus Engineering Ltd.

For transactions with CaLidus Engineering Ltd. and NigeL HalLiday pLease refer to Note 17.

Shares held by members of the Board of Directors and members of Management 2012 2011
SIX 515 AG 25PCT (Chairman - Marcus Hansson) 0 500 000

Dalvin Rådgivning AS (CFO - Gunnar DoLven) 301 872 301 872

CEO 1 - Kjell Erik DrevdaL * 0 222 600

Nilsholmen Investering AS (Sr. VP Bus. Dev. & Strategy - KjeLl Markman) 209 222 209 222

SEB Private Bank S.A. Luxembourg (Chairman - Marcus Hansson) 565 000 65 000

Nilshotmen AS (Sr. VP Bus. Dev. & Strategy- Kjell Markman) 20 200 20 200

Invest 0K AS (Board member- Kristine HoLm) 15000 15000

Chairman Marcus Hansson 11 668 11 668

5K InternationaL (CEO 1 KjelL Erik Drevdat) 0 10000

CFO - Gunnar DoLven 8 000 8000

Board member - Tone Kvåle 5 000 5 000

CTO 1 - Erling Woods 0 4 000

Mng. HR, Economy & Adm. Hege Furtand 0 2 858

Product manager - Wotfgang Mathis 0 2 100

Ordinary shares 1 135 962 I 377 520

%of totaL shares 6,1% 7,4%

of 04.10.2011 Kjell Erik DrevdaL resigned as CEO.
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(ALL figures in NOK)

Contribution recognised in the ba(ance sheet

The Group has received contributians fram the industry partners amounting to NOK28975 200 since 2005 whereas NOK21175 200
were received prior to 2012. A total of NOK24 000 000 of these cantributians shatL be repaid to the partners by paying 5% royaLty
of aLL technoLagy reLated saLes in the future. This royatty is Limited to a totaL of 150% at received contribution. Å waiver at
repayment at totaL at 2487600 of industry partner cantributians was received in 2011 and the amaunt was thus capitatised as
reductian at develapment cost. In March 2012 an additionaL confirmatian at waiver of repayment of 2487 600 was received.

~
(ALL figures in NOK)

The Graup is exposed to foreign currency risk, interest rate risk, credit risk and Liquidity risk.

The Groups management aversees the management at these risks and assure that the Groups tinanciat risk-taking activities are
governed by appropriate palicies and procedures and that tinanciaL risks are identitied, measured an managed in accordance with
graup poticies and group risk appetite. It is the Graup’s paticy that no trading in derivates far specuLative purpases shaLl be
undertaken. The Board at Directars reviews and agrees on paLicies for nianaging each at these risks which are summarised beLaw.

Exchange rate risk

Thraugh the 75% awnership at CaLidus Engineering Ltd., the Graup is expased ta fLuctuations in the GBP/NOK exchange rate.
HistaricaLly, the Graup has had Limited expasure ta ather currencies, but the suppLy chain is becaming more gLobal as a resuLt at
ettarts ta reduce casts, and frie exposure ta other currencies - in particutar EUR and USD - is increasing. Mitigatian incLudes
rnanitaring cast trends in gLabaL markets, and retaining the abiLity to change supptiers shouLd they cease ta be cost-effective.

The Graups cash reserve ot MNOI< 17.6 is divided by MNOK 16.7 deposited in Norwegian banks at NIBOR pLus contracts and MNOK
1.0 (MGBP 0.01) depasited in British banks and gives a very Law percentage of cash depasited in other currencies than the
aperating currency. This resutts in a law currency risk. ALL the Graup’s tinanciaL instruments are in NOK. OnLy a very Law
percentage at cash is depasited in currencies other than the aperating currency, which minimizes the Graup’s currency risk. When
commerciat operatians in Larger scate commence a currency exchange poLicy wiIL be intraduced.

CaLidus Engineering Ltd. has a martgage at MNOK 6.6 (GBP 735 265) and a Loan at MNOK 1.6 (GBP 173 996). The faltowing tabLe
demonstrates a sensitivity analysis for changes in the GBP exchange rate with aLL ather variabLes hetd canstant tar the Loans in
CaLidus Engineering Ltd.

2012 2011 2012 2011

ChangeinGBPrate: 9% 9% .9%
Eftect an pratit betare tax: 2 659 1 562 -2 659 -1 562

Etfect on equity: 736 092 751 213 -736 092 -751 213

Interest rate risk

Catidus Engineering Ltd. has a total of MNOK 8.2 (MGBP 0.9) in interest-bearing debt and interest expenses at kNOK 272.5 (kGBP
29.6) in 2012, representing sensitivity ta an increase in Lang term interest rates. Divestiture at the subsidiary WILL eliminate this
risk.

The Graup has MNOK 0.8 in net tinanciaL income as at 31.12.2012. The bank depasits are expased ta changes in market interest
rate and this change wiLL aftect the tinanciaL income and the return an cash. The faLLowing tabLe demanstrates the sensitivity tô a
reasanabLy passibLe change in interest rates an that partian at Laans and barrowings atfected, atter the impact at hedge
accaunting. With aLL ather variabLes heLd canstant, the Graup’s pratit betare tax is atfected thraugh the impact an fLaating rate
barrawings as taLLaws:

2012 2011 2012 2011

lncrease/decrease in basis paints 45 45 -45 .45
Effect an pratit betare tax: 85 263 60 765 -85 263 -60 765

Credit risk

The Graup trades anLy with recagnised, creditwarthy third parties. It is the Graup’s paLicy that alL custamers that wish ta trade an
credit terms are subject ta credit veriticatian procedures. In additian, receivabLe baLances are manitared an an angoing basis with
the resuLt that the Graups expasure ta bad debts is not signiticant. The Group has experienced Lass an receivabLes of NOK 549 965
(kGBP 57.1) in 2012. The maximum expasure as at 31.12.2012 is MNOK 2.1 the carrying amaunt at accaunts receivabLes - AlL cash in
the Graups Narwegian campanies are deposited and distributed between two Narwegian banks which are cansidered to be a risk
reducing initiative. ALl cash in CaLidus Engineering Ltd. are depasited in British banks.
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Liquidity risk
The Group monitors its Iiquidity risk to be abte to meet its financiaL obligations as they falL due. An assessment of such obLigations
is made and compared against the cash flow projection on a regular basis.
Cash spend will be carefutly managed during 2013-2014. The first Field Pilot Contracts are planned to contribute with operational
funding in 2014. Technical progress on the Badger Demonstrator Program and Fietd Pitot contracts wiLL retease funding from
previously awarded grants; MNOK 20.0 from Innovation Norway and MNOK 8.0 fram the Research Council of Norway.
The overdraft faciuty has not been withdrawn as of 31.12.2012. The interest rate at present is 4,95%. In addition, there is a yearty
commission of 1.0% on Vie credit Line.

Capital management
Capital incLudes equity attributable to the equity holders of the parent.
The primary focus of the Groups capital management is to ensure that it rnaintains a strong credit rating and a heatthy capital
ratio in order to support its business and maximize shareholders vatue.
The Group monitors capital using a gearing ratio, which is net debt divided by totaL capitaL plus net debt. Since the Group has a
relative 10w portion of interest bearing Ioans; the gearing ratio is negative for both 2011 and zero for 2012.
The Group incLudes within net debt, trade and other payables, Less cash and cash equivalents.

Shares in liquidity fund at fair value through profit
and Loss
Cash and cash equivaLents

Current receivabLes

Trade and other payables

Interest-bearing Ioans and borrowings

5 775 745 5 775 745

17149346 17149346

8 200 003 8 200 003

11 815 898 11 815 898

15378642 15378642

9088150 9 088 150

2012 2011
Interest bearing Loans and borrowings 8 200 003 8 346 809
Trade and other payables 8 949 342 15 378 642

Less cash and short-term deposits -17 607 757 -39 178 834

Netdebt -458411 -15453383

Equity 125178601 143794104
Total capital 125 178 601 143 794 104

Capital and net debt 124 720 190 128 340 721

Gearing ratio 0% -12%

Fair value

between wilLing parties, other than in a forced ar liquidation saLe.

- Fair value of investment in shares in market based Liquidity fund is based on price quotations as of 31.12
- Fair value of cash and cash equivalent are assessed to carrying amount
- Fair vaLue of interest-bearing loans and borrowings

Set out beLow is a comparison by category of carrying amounts and fair vaLues of aLL of the Groups financiaL instruments.

2012 2011
Carrying amount Fair value Carrying amount Fair value

0

17607757 17607757 39178834 39178834

0 0 0

Fair vaLue hierarchy

As at 31.12.2012 the Group does not hoLd any financial instrurnents carried at fair vaLue on the statement of financial position.



Badger Exp[orer Group 2012 - Notes

Åge distribution of receivable
.4s at 31 December, the ageing analysis of receivables is as foLlows:

Neither past
due nor Past due but not impaired

Total impaire~ <30 days 30-60 days 60-90 days 90-120 days >120 day5

2012 5775745 4510041 1171230 78832 0 15642 0

2011 11815898 6951841 3005900 442349 0 0 1415809

The Group has experienced Loss on receivables of NOK 549 965 (kGBP 57.1) in 2012.

Financial liability

Borrowings - Catidus Eiwineering Ltd.

1. Å mortgage with HSBC of MNOK 6.6 (L735 265 as of 31.12.2012) over 15 years with an interest rate of 5.0% over the bank’s
steering base rate. OriginaL mortgage of £800 000 was granted in June 2011.
FinanciaL Covenants: Profit before Interest and Tax wilL not faLl be[ow a figure equal to 200% of the aggregate of interest charges
and interest eLement of finance Leases, in any Åccounting Reference Period. Ådjusted TangibLe Net Worth will not be [ess than a
minimum amount of £200 000 for year ending 31 December 2011. This amount is to increase by £ 100 000 per annum.

2. Å Loan of MNOK t6 (L173 996) from HSBC over 15 years with an interest rate of 5.25% over the bank’s steering base rate.
OriginaL [oan of £200 000 was granted in June 2011.
Financial Covenants: Cash flow from operation after aLlowing for payment of tax, dividends and capitaL expenditure wilL not faLl
below 2 times interest charge and capital repayment in any Åccounting Reference Period. Profit before Interest and Tax wi[L not
faLl below a figure equaL to 200% of the aggregate of interest charges and interest elements of finance leases, in any Åccounting
Reference Period. Ådjusted Tangibte Net worth wilL not be Less than a minimum amount of £100 000 for 2011. This amount is to
increase by £100 000 per annum.

Both the mortgage with HSBC of £800 000 and the loan with I-ISBC of £200 000 are in breach with the agreed covenants in 4Q 2012
and the term of the loans have been renegotiated.
As the mortgage and loan are in breach of the covenants per 31.12.2012 they are classified as current Liabilities.

3. Ån overdraft facility with HSBC of £50 000 agreed untiL 01.01.2013 and £110 000 untiL 31.03.2013, then continuing at £50 000
with an interest rate at 7,4%. The overdraft faciLity is due for review 30.05.2013.

Within I year 2-5 years Åfter 5 years
Åge distributed payment of borrowings 680 162 2 720 647 4 799 194
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(ALL figures in NOK)

The tabte be[ow shows the segments of which the Management is reporting to the Board of Directors. The segments are the main
projects, engineering and other activities (mainLy administration).

The column Badger Exp[ore( inctudes alt transaction reLated to the deve[opment of the Badger Exptorer tooL in the company
Badger Exptorer ÅSA. The coLumn Badger PLasm& in 2011 inctudes aLL transactions retated to the deveLopment of the PLasma
Channel DrilLing techno[ogy in the company Badger PLasma TechnoLogy AS. The cotumn “CaLidus Engineering inctudes aLL
transactions in CaLidus Engineering Ltd. and the coLumn “other” incLudes aLL administration support and other costs not aLlocated
clirectty to any of Vie other segments. ALL office equipment and cash in the companies Badger Exptorer ÅSA and Badger P[asrna
TechnoLogy AS are incLuded in this cotumn.
lnter-segment transactions are eliminated upon consoLidation and reftected in the etimination column. Transfer prices between
operating segments are on an arms Length basis in a manner simi[ar to transactions with third parties.
CapitaL expenditure are net after pubtic grants.

Badger Calidus

Explorer EngineeringBusiness segments - 2012 Other Elimination Total
Revenue
Thirdparty 2842653 7490560 364515 0 10697728

lnter-segment 0 5 698 986 0 -5 698 986 0

CapitaLisation -2 842 653 0 0 0 -2 842 653

Total revenue 0 13 189 546 364 515 -5 698 986 7 855 075

Results

Depreciation 0 1 679 349 650 676 0 2 330 026

Segmentexpenses 19867873 14540863 15536381 -5311 774 44633343

CapitaLisation ofexpenses -17 149 058 0 0 0 -17 149 058

EBIT -2718815 -3030666 -15822541 -387212 -21 959235

Netfinancialitems 0 -659 664 613 815 387 212 341 363

EBT -2718815 -3690330 -15208727 0 -21 617872

Tax 0 310313 0 0 310313

Het profit ((oss) -2 718 815 -3 380 017 -15 208 727 0 -21 307 559
Profit ([oss) attributabte to non
controLling interest 0 -844 891 0 0 -844 891

Segment profit (loss) -2718815 -2 535 126 -15 208 727 0 -20 462 668

Totatassets 123432707 25440815 19848956 -514574 168207905

Total liabilities 25 910 233 15 582 169 171 518 -514 574 41 149 345

Capital expenditure 13 087 801 1 275 770 -4 123 210 0 10 240 361

Geograpliical segments - 2012 Norway UK ELimination Total

Total revenue 364 515 13 189 546 -5 698 986 7 855 075

Total assets 143 281 663 25 440 815 -514 574 168 207 905

Total liabilities 26 081 750 15 582 169 -514 574 41 149 345

Capital expenditure 8 964 591 1 275 770 0 10 240 361



Badger Exptorer Graup 2012 - Notes

(ALl figures in NOK)

Badger Badger Calidus

Business segments - 2011 Explorer Plasma Engineering Other Elimination Total

Revenue

Thirdparw 3617024 0 9270001 540387 0 13427412

Inter-segment 0 0 2 713 573 0 -2 713 573 0

Capitalisation -3 617 024 0 0 0 0 -3 617 024

Total revenue 0 0 11 983 575 540 387 -2 713 573 9 810 388

Resu Its

Depreciation 0 0 658 175 812 386 0 1 470 561

Segmentexpenses 30680881 0 12487087 26416641 -2336270 67248339

Capitalisation of expenses -27 986 247 0 0 0 0 -27 986 247

EBIT -2 694 634 0 -1 161 688 -26 688 640 -377 304 -30 922 265

Net financial items 0 0 -532 149 1 149 210 377 304 994 364

EBT -2 694 634 0 -1 693 837 -25 539 430 0 -29 927 901

Tax 0 0 371642 0 0 371642

Net profit (loss) -2 694 634 0 -1 322 195 -25 539 430 0 -29 556 260

Profit (Loss) attributable to non
controlling interest 0 0 -321 460 0 0 -321 460

Segment profit (loss) -2 694 634 0 -1 000 735 -25 539 430 0 -29 234 800

Total assets 112 445 036 3411 841 30 840 202 42 364 349 -129 426 188 932 004

Total liabilities 18 585 724 2 487 600 15 238 161 6 230 991 -129 426 42 413 051

Capital expenditure 24 369 223 -2 487 600 14 632 679 I 159 384 0 37 673 686

Geographical segments - 2011 Norway UK Elimination Total

Totalrevenue 540387 Il 983575 -2713573 9810388

Total assets 158 221 226 30 840 202 -129 426 188 932 002

Total liabilities 27 304 315 15 238 161 -129 426 42 413 050

Capital expenditure 23 041 007 14 632 679 0 37 673 686



Badger Exp[orer Group 2012 - Notes

(ALL figures in NOK)

Badger Piasma Technology AS
Badger Plasma TechnaLogy AS is a private Limited company registered in Norway and has its head affice Lacated at Forusskogen 1,
4033 Stavanger, Norway. Badger PLasma TechnoLagy AS was estabushed on the 5.3.2007 in order to increase focus and activity LeveL
af the clevetapment and commerciatisation of the Plasma Channel DriLLing technology. AlL histaric investments, pubLic grants and
capitalised grants retated to the PLasma ChanneL Driuing (PCD) project and reLated administration costs have been transferred fram
Badger Exp[orer ASA ta Badger PLasma Technology AS and are recognized an the accaunts receivabLes in Badger ExpLarer ASRs
Statement af Financial Pasition and an the accounts payabLe in Badger PLasma TechnaLogy ASs Statement of FinanciaL Position.
BadRer PLasma TechnaLogv AS was sold for MNOK 1.9 in December 2012 and is not consolidated in the Graun as per 31.12.2012.

Calidus Engineering Ltd.
Calidus Engineering Ltd. is a private limited company registered in UK. The campany is [acated at 6 Jan Davey Drive, TreLeigh
Industriat Estate, Redruth, CornwaLL TR16 4AX, UK. The parties have agreed upon an acquisition modeL in which Badger ExpLorer
ASA graduaLLy untiL 2013 WiLL acquire 100% of Calidus Engineering Ltd. The first 50% of the shares were acquired in November 2007
through a cambined purchase af outstanding shares and a share issue. AdditianaL 25% of the shares were acquired in ApriL 2011
thraugh purchase of outstanding shares. The remaining 25% af the shares are to be acquired in 2013 and NigeL Haltaday has natified
that he wiLl exercise his put optian. The acquisition af this nan-controlting interest has been accaunted for as an equity transactian
in accardance with revised tAS 27.

ALL shares in Catidus Engineering Ltd. have equat voting rights.

CaLidus Engineering Ltd. was fram 01.12.2007 consaLidated with a 50% minarity interest and is consaLidated with a 25% minority
interest fram 01.04.2011.

Nov.2007 Apr.2011
50% 25%

TotaL
75 %

~The Company has purchased engineering- and praductian services from CaLidus Engineering Ltd. in which Badger Exptarer ASA
awns 75% and Niget Hattaday awns 25% af the shares. Niget Haltaday alsa owns 75 500 shares in Badger ExpLorer ASA.

ASA.

ALL transactians between CaLidus Engineering Ltd. and Badger Explorer ÅSA are eLiminated in Badger Exptorer Graup.
**In December 2012 Badger ExpLorer ASA provided a toan to CaLidus Engineering Ltd. af £180 000 at interest rate of 3,2% p.a. with a
down payment periad of 2 years.

Cash ftow an acquisition:
Net cash acquired with the subsidiary -707 944 0 -1 730 502
Net cash acquired thraugh own share issue -1 730 502 0 8 909 526
Cash paid 8 909 526 8 279 440 6 471 080
Net cash outftaw: 6 471 080 8 279 440 13 650 104

Transactions with Calidus Engineering Ltd. 2012 2011

Accaunts payabte 514 574 129 016

Purchased services 5 571 957 2 702 972

Laan to subsidiary** 1 630 350 0
Sharehotder guarantee issued in 2013 (Not recagnised in the Statement of the Financiat Positian) I 349 370 0



Badger ExpLorer Group 2012 - Notes

(ALL figures in NOK)

GoodwiLl acquired through business combinations have been altocated to one cash-generating unit for irnpairment testing, which is
equat to the acquired entity Catidus Engineering Ltd. (Catidus).

2012 2011
Carrying amount of goodwitt a[[ocated to the cash-generating ulik 5 595 285 5 773 858
See atso note 9.

Calidus Engineering Ltd.

The recoverabLe amount of Calidus has been determined based on a vatue-in-use caLcu[ation using cash ftow projections based on
reasonable and supportabte assumptions frorn financia[ budgets approved by the management of CaLidus covering a five-year
period. None of the projected cash ftows incLudes cash inflows or outfLows expected to anse from future restructurings or from
improving or enhancing the assets performance. The carrying amount in GBP has been revaLuated to the NOK exchange rate at
31.12.2012.
Key assumptions used in vaLue-in-use ca[cutations

The catcutation of vatue-in-use for CaLidus is most sensitive to the foltowing assumptions:
• Operating margin

Growth rate used to extrapotate cash ftows beyond the budget period.
Discount rates after tax

Operating margin varies from 14.0% to 14.5% for the 5 year period, which is higher than the actuat operating margin of Catidus
Engineering Ltd. in 2012 of -12.4%.
Growth rate estimates - The growth rate in the extrapo[ation period is set to 2.5%. The growth rate is based on average expected
growth in the Engineering business and does not exceed the growth rates for the products, industry or country in which CaLidus
Engineening Ltd operates.
Discount rate - The discount rate apptied to cash ftow projections is 10.5%. Discount rates refLect the current market assessment of
the risks specific to each cash generating unit. The discount rate was estimated based on the average percentage of a weighted
average cost of capital for the industry. This rate was further adjusted to reftect the market assessment of any risk specific to
CaLidus Engineering Ltd. for which future estimates of cash-f[ows have not been adjusted.
With regard to the assessment of vatue-in-use of Ca[idus Engineering Ltd., the managenient believes that no reasonab[y possibte
change in any of the above key assumptions woutd cause the carrying vatue of the unit to materiatty exceed its recoverabte
amount.

Cash spend wiLt be carefuL[y managed during 201 3-2014. The first FieLd PiLot Contracts are pLanned to contribute with operationaL
funding in 2014. Technical progress on the Badger Demonstrator Program and Fie[d Pitot contracts witL retease funding from
previously awarded grants: MNOK 20.0 from Innovation Norway and MNOK 8.0 fram the Research Council of Norway.
In Februany 2013 Wintershatt Norge AS joined ExxonMobil, Statoit and Chevron as sponsors of the Badger Exptorer Dernonstrator
Program.



Key Figures Baciger Explarer Group

7 855
2 962

-17 149
29 814

-21 959
-21 308

2011

9 810
3 749

-27 986
40 733

-30 922
-29 556

-321
-29 235

Selected items frorn Statement of Camprehensive Income (NOK 1000)
Total reveriues
Public grants

CapitaLised deveLopment cost
Total operating expenses
EB IT

2012

Net profit ([oss)

Profit (Loss) attributabLe to non-controLung interest -845
Profit ([oss) attributable to equtty hoLders of the parent -20 463
Earningspershare (NOK) -1,10 -1,58
Selected items from Statement of financtal position (NOK 1000)
Capitatised deveLopment costs 121 637 111 037
Total non-current assets 142893 135 161

TotaL current assets 25 315 53 771
Total assets 168 208 188 932
Total equity 127 059 146 519
Equity ratio 75,5 % 77,6 %

TotaL LiabiLities 41 149 42 413
Selected items from Statement of cash flow (NOK 1000)

Net cash fLow from operating activities -20 900 -24 586
Net cash fLow from investment activities -13 613 2 926
Net cash flow from financing activities 12 836 14 733
Total net changes in cash flow -21 676 -6 927
Cash and cash equivalents at end of period 17 608 39 179
Average number of employees 48 43



Income Statement - Badger Exp(orer ÅSA
ALL figures in NOK

Note 2012 2011

REVENUES

Otherlncome 364515 540387

PubLic grants 2 2842 653 3 617 024

Capitalised pubLic grants 2,9 -2842 653 -3 617 024

Total revenues 364515 540387

OPERATING EXPENSES

Externat services for dev. project 9 8992 613 19902343

PayroLt and related cost 9 19578362 23 246 797

Depreciation 7,9 650 676 812 386

Other operating expenses 5 975 325 13 922 780

CapitaLised deveLopment cost 2,9 -17 149 058 -27 986 247

Total operating expenses 18 047 917 29 898 060

Operating profit (loss) -17 683 402 -29 357 673

Flnancial income 3 820 081 2 868 562

FinanciaLexpenses 3,16 I 101 300 1 730570

Net financtal items -281 219 I 137 992

Profit (loss) before taxe5 -17 964 621 -28 219 681

Tax on orclinary resutt 4 0 0

Het profit (loss) 5 -17 964 621 -28 219 681

Allocation

Retained earnings -17 964 621 -28 219 681

Total allocation -17 964 621 -28 219 681

Earnings per share 5 -0,97 -1,52

Earnings per share diLuted 5 -0,96 -1,51



Statement of Financia( Position - Badger Explorer ÅSA
All figures in NOK

ASSETS Note 2012 2011

NON-CURRENT ASSETS

Devetopment costs 2,9 121 637 391 107 625 348

Patent rights 9 386 668 386 668

Total tntangible assets 122 024 059 108 012 016

Property, p[ant & equipment 7 991 145 I 566 329

Total tangible assets 991 145 1 566 329

Investment in subsidiaries 16 17 188 966 20 188 966

Loan to subsidiary 13, 16 1 086 900 0

Total financial assets 18 275 866 20 188 966

TOTAL NON-CURRENT ASSETS 141 291 069 129 767310

CURRENT ASSETS

Inventories 8 2 605 8 070

Loan to subsidiary 13 543 450 0

Accounts receivables 10,15,16 957 553 4 520 827

Other receivabLes 10,15 2 728 478 4 127 204

Total receivables 4 229 480 8 648 031

Cash and cash equivalents 11 16 577 824 35 427 657

TOTAL CURRENT ASSETS 20 809 909 44 083 758

TOTAL ASSETS 162 100 979 173 851 068



Statement of Financial Position - Baciger Explorer ÅSA
ALL figures in NOK

Share capitat

Share premium fund

Other paid in capitat

Total paid in equity

12 2317161

218 069 985

6 4581523

224 968 669

2317161

218 069 985

3 218 791

223 605 937

Retained earnings

Total retained earnings

-92 598 434

-92 598 434

-74 633 813

-74 633 813

TOTAL EQUITY 132370235 148972124

LIABILITIES

Capitalised grants 14 24 000 000 16 200 000

Total long term liabilities 24 000 000 16 200 000

Accounts payabLe 13,16 2 872 348 2 654 254

PubLic duties payabtes 1 270 888 1 719 812

Other short term Liabilities I 587 508 4 304 878

Total short term Liabilities 5 730 745 8 678 945

TOTAL LIABILITIES 29 730 745 24 878 945

TOTAL EQUITY AND LIABILITIES 162 100 979 173 851 068

Chair an

Kristine HoLm
Dirbctor

Stavanger, 20. March 2013

Tone KvåLe
Director

~taw
CEO

ve Mather
Director

EQUITY

EQUITY AND LIABILITIES Note 2012 2011



Statement of Change in Equity - Badger Explorer ÅSA
ALL figures in NOK

Share Other

Share premium paid in Retained Total

capital fund capital earnings equity

EquityperOl.01.2011 2 304880 217099786 2285 528 -46414 133 175276061

CapitaLincrease 12281 970199 982480

Profit (loss) for the year -28 219 681 -28 219 681

Option plan payment 933 263 933 263

Equityper3l.12.2011 2317161 218069985 3218791 -74633813 148972124

Profit (loss) for the year -17 964 621 -17 964 621

Option pLan payment 1 362 732 1 362 732

Equityper3l.12.2012 2317161 218069985 4581 523 -92598434 132370235



Statement of Cash FIow - Badger Explorer ÅSA
All figures in NOK

Note 2012 2011

Cash flow from operational activities

Contributions from operations* -14 619 536 -27 612 024

Change in accounts receivabte and accounts payabLe 3 781 368 -2779 188

Change in other receivabLes and payables -1 615 167 867 948

Net cash flow from operating activities Å -12 453 335 -29 523 264

Cash flow from investment activities

Investment in fixed asset 7 -75 493 -1 159 385

Loan to subsidiary 15,16 -1 630 350 0

lnvestment in subsidiaries 15,16 0 -8 279 445

Sate of equipment 294 362 0

SaLe of shares in subsicliaries/Investment in shares in Liquidity
fund** 3,16 752 149 52 496 132

Capitatisation of deveLopment cost 9 -17 149 058 -27 986 247

Net cash flow from investment activities B -17 808 389 15 071 056

Cash flow from financing activities

Pubtic grants 2 842 653 3 617 024

Paid in equity 0 982 480

Contribution from industry partners 14 7 800 000 3 240 000

Interest paid -50 842 -1 611 169

Interest received 820 081 2 868 562

Net cash flow from financing activities C 11 411 892 9 096 898

TotaL net changes in cash flow Å+B+C -18 849 833 -5 355 311

Cash ancl cash equivaLents 1.1 11 35 427 657 40 782 967

Casfi and cash equivalents 31.12. 11 16 577 824 35 427 657

Netresutt -17964621 -28219681

Emptoyee options 6 1 362 732 933 263

Depreciation 7 650 676 812 386

Financiat income -820 081 -2 868 562

Financiat expences 1101 300 I 730 570

Loss on sate of subsidiary ancl shares 3,16 1 050 458 0

tTotal contributions from operations -14 619 536 -27 612 024

Liquidityfund of MNOK 52.6 was soLd during 2011.



Badger ExpWrer ASA 2012 - Notes

Badger Explorer ÅSA is a pubLic Limited company registereci in Norway and listed on the Oslo Stock Exchange (OsLo
Axess list). The Company’s head office is located at Forusskogen 1,4033 Stavanger, Norway.
The financiaL statement of Badger Exptorer ÅSA has been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU as of 31.12.2012.

The financiaL statement has been prepared on an historicaL cost basis, except for investment in shares in Liquidity
fund which is held to fair value over profit and Loss.

1.1 Investment in subsidiaries

Investments in subsidiaries are accounted in accordance with the cost method.

1.2 Other accounting policies

The financia[ statement for the Company has been prepared in accordance with the principLes used for the Badger
ExpLorer Group (the Group). Reference is thus made to the accounting poLicies 1.1 - 1.23 of the Group.



Badger Explorer ÅSA 2012 - Notes

(ALL figures in NOK)

The Company has previousLy received public grants from the Research Council of Norway and Skattefunn for the Badger Exptorer development
project. The Badger Explorer development project has been pLedged grants from Skattefunn and Research Council of Norway for both 2011
and 2012. ALL development costs in the Company are related to this project are capitaLised except of NOK2826 531 for 2012 and NOK2 694
643 for 2011 reLated to a IERS restriction on capitaLisation of own personnel cost. PubLic grants related to the deveLopment project are
deducted in the carrying amount of the related asset.

(ALL figures in NOK)
2012 2011

Interest income reLated to cash and cash equivaLents 771 000 I 220 323

Loss on saLe of shares in Liquidity fund and other shares -1 050 458 1 026 275

Net Loss on market based shares in Liquidity fund at fair vaLue through profit and Loss 0 965 428

Management cost of market based shares in liquidity fund 0 -58 555

Other financial income 38 344 82 626

Other financial expenses 0 -42 051

Currency gain 10 738 600 185

Currency loss -50 842 -603 690

Net financiaL items -281 219 I 137 992

~

(All figures in NOK)

Incometaxexpense 2012 2011

Payable tax 0 0

Changes in deferred tax 0 0

Total tax expense 0 0

Calculation of basis for tax

Earnings before tax -17 964 621 -28 219 681

Permanent differences 2 406 909 40 235

Changes in temporary differences 137 782 160 371

Total basis for tax -15 419 930 -28 019 075

Summary of temporary differences:

Fixed assets -635 991 -498 209

Loss carried forward -103 808 211 -88 388 281

Total -104444202 -88886490

Deferred tax asset -29 244 377 -24 888 217

Deferred tax asset - Balance sheet 2012 2011

Fixed assets 178 077 139 498

Loss carried forward 29 066 299 24 748 719

Total deferred tax asset 29 244 377 24 888 217

yaluation alLowance -29 244 377 -24 888 217

Total deferred tax asset recognised in Ute balance sheet statement 0 0



Badger Explorer ÅSA 2012 - Notes

(ALL figures in NOK)

Deferred tax asset is not recognised in the balance sheet as the Company is in a deve[opment phase and is currentLy generating Losses.

Losses carried forward per 31.12.2012 is due as follows: 2012 2011

Unlimited carrying forward 103 808 211 88 388 281

Explanation of why tax cost does not amount to 28% of earnings before tax: 2012 2011

28 % tax of earnings before tax -5 030 094 -7 901 511

Permanent cl$fferences * 673 934 11 266
Changes in deferred tax asset not recognised in the batance sheet. 4 356 159 7 890 245

Calculated tax cost 0 0

Effective tax rate** 0 % 0 %

~ Includes non-deductible costs such as entertainment and non-taxable share dividends.

~ Tax cost compared to earnings betore tax.

~arnings~rsh~e~

(ALL figures in NOK)

Basic earnings per share are caLcutated by dividing net profit for the year attributabLe to ordinary equity holders of the Company by the
weighted average number of ordinary shares outstanding during the year.

Diluted earnings per share are caLcuLated by dividing the net profit attributable to ordinary equity hoLders of the Company by the weighted
average number of ordinary shares outstanding during the year pLus the weighted average number of ordinary shares that would be issued on
the conversion of aLL the diLutive potentiat ordinary shares into ordinary shares.

Options awarded to emptoyees at the end of 2006 and mid 2007 are waived and not included in the caLculation of diluted earnings per share.
The effect of the new awarded options to employees in mid September 2010, June 2010 and September 2011 are included in the caLcuLation of
diLuted earnings per share both for 2011 and 2012.

2012 2011
Profit (Loss) -17 964 621 -28 219 681

Weighted average outstanding ordinary shares 18 537 288 18 537 288

Effect of diLution - share options 92 265 150 310

Weighted average outstanding diLuted shares 18 629 553 18 687 598

Earningspershare 2012 2011

Ordinary -0,97 -1,52

Diluted -0,96 -1,51

~
(ALL figures in NOK)

Payroll and related costs 2012 2011

Salaries and vacation pay 13 614 451 16 010 202

Emptoyers’ nationaL insurance contributions 2 381 058 2 742 474

Option plan payment (incL. national insurance contribution) 1 204 388 392 979

Remuneration to board I 185 000 992 500

Other benefits (incL. pension scheme)* I 193 465 3 108 642

Total 19 578 362 23 246 797
~ MNOK 1.5 reLates to accrued severance pay for former CEO and former Business Manager for 2012.

2012 2011
The average number of employees in fuLl time equivaLent 15 18



Badger Exptorer ASÅ 2012- Notes

~

(ALL figures in NOK)

Pensions

The pension scheme in Badger Explorer ÅSA is defined contribution pLans where agreed contributions are expensed as paid. Contribution
comprising between 4% and 7% of an emptoyees saLai-y is added to the pensjon pLan. The Company has no further commitments towards
pensions when the agreed contributions are paid. The Companys contribution costs are charged to the income statement in the year in which
the contribution appLies. The scheme fuLfiLs the requirernents of the Law for obLiged pension (OTP).

2012 2011
Contribution expensed during the year 593 447 624 416

2012
Salary Otber Benefits Pensjon

Remuneration to members of Management scheme costs

Chief Executive Officer (CEO) 1 685 230 206 084 54835

Chief Financia~ Officer (CFO) 1 648 585 29 034 58 792

Chief Technotogy Officer (CTO I )~ 672 316 8 964 16372

ChiefTechnoLogy Officer (CTO 2)** 549 963 15289 38522

Sr. Vice President Business 0ev. & Strategy 1 513 702 30 953 55 523

Manager QuaLity, Risk and Suppty Chain 1148 871 29 110 55 305

* The Board of Directors granted the CEO a bonus amounting to NOK 150 000, to be booked and paid in ApriL 2013.
** There was a change of Chief TechnoLogy Officer during the year. CTO I teft the Company on 30.04.12 and the new CTO was appointed on

01. 07. 12.
At the end of 2012 Management of Badger ExpLorer ÅSA consists of CEO, CFO, CTO, Sr. Vice President Business Dev. & Strategy and Manager
Quatity, Risk and SuppLy Chain.

2011

PensjonRemuneratjon to members of Management Salary Other Benefits scheme costs

ChiefExecutiveoffjcerol.01 -04.10(CEO1) 1257319 10080 36423

Chief Executive Officer 05.10 - 31.12 (CEO 2)* 492 028 2 774 11 733

Chief Financiat Officer (CFO) 1 647 605 13 481 47665

Chief Technology Officer (CTO) 1 385 837 13 434 47 662

Sr. Vice President Business Dev. & Strategy 1 498 086 13 453 47 646

Manager HR, Economy and Adm. 684 135 7 604 30 340
Manager QuaLity, Risk and SuppLy Chain i 073 444 11 428 47 641
Product Manager I 049 923 13 318 46 594

* There was a change of Chief Executive Officer as of 05.10.2011. CEO i was entitLed to three months severance pay in case of termination of

empLoyment by the Company after a notice period of three months.
At the end of 2011 Management of Badger Exptorer ÅSA consists of CEO, Cr0, CTO, Sr. Vice President Business 0ev. & Strategy, Manager HR,
Economy and Adm., Manager QuaLity, Risk and Suppty Chain and Product Manager.

Shares and options owned directly or indirectly by members of Management as per 31.12.2012

Shares Options
Chief Executive Officer (CEO) 0 370 579
Chief flnanciaL Officer (Cr0) 309 872 16 667
Chief Technotogy Officer (CTO 2) 0 5 000
Sr. Vice President Business Dev. & Strategy 229 422 25 000
Manager HR, Economy and Adm. 2 858 0
Manager QuaLity, Risk and Supply Chain 0 25 000
TotaL 542 152 442 246

Options
Changes in share options owned by members Options as of exercised in the Options forfeited Options granted Options as of
ofManagement 01.01.2012 period in the period in the period 31.12.2012

Manager HR, Economy and Adm. 16 667 0 16 667 0 0
Total 16667 0 16667 0 0



Badger Exptorer ASA 2012 - Notes

The 20 000 options granted to CPM in 2006 were rep[aced with new options during 2009. The new option program is effective as of 15.09.2009
and 25 000 share options have been granted to Cr0, 15 000 share options to CTO 2, 25 000 share options to Sr. Vice President Business 0ev. &
Strategy and 25 000 share options to Manager HR, Economy and Adm at strike of NOK 10. Manager QuaLity, Risk and Supply Chain was granted
25000 share options on emp[oyment in 2010 at strike of NOK 15. The options entitle purchase of shares during a 3.2 year period untit
15.11.2012. This period has been extended until 3-10 days atter the presentation of AnnuaL Report 2012. ALt options were out of money per
31.12.2012. A total number of 16667 of share options he[d by management were forfeited as of 31.12.2012. No options were exercised during
2012. In 3Q2011 CEO 2 was granted 370 579 share options at strlke of NOK19 which must be exercised three to ten days after the
presentation of the 3Q 2014 report and were “out of the nioney per 31.12.2012.

Remuneration to the Board of Directors and Nomination Committee

Remuneration to Board of Directors for 2011 was approved by the Annua[ GeneraL Meeting in 2012 and is divided by NOK 300 000 to the
Chairman of the Board, by NOK 150 000 to each Board rnernber with the addition of NOK50 000 to board member of the Audit Committee, by
NOK25 000 to the Chairman of the Nomination Committee and by NOK 15 000 to each of the member of Nomination Committee.
Remuneration to the Board of Directors approved by the general assembty and paid in 2011 and 2012 is Listed in betow tabLe:

Remuneration to the Board of Directors and Nomination Committee 2012 2011
Marcus Hansson Nomination Committee, Board Member 2011, Chairman 2012 200 000 75 000

Tone Kvåte Board member, Audit Committee 2011/2012 200 000 200 000

Kristine Ho[m Board member 2011/2012 150 000 150 000
C[ive Mather- Board member 2012 300 000 0

John R. Witson - Scard member2l.04.2011 08.10.2012 300 000 0

RoLf E. AhLqvist- Nom. Committee, Chairman 2011 15 000 315 000

Knut Åm Nomination Committee 10 000 15 000

Bjørge Gret[and Nomination Committee, Board member 2011 10 000 87 500

Christian BuLt Eriksson Board member 2011 0 150 000

TotaL remuneration 1 185 000 992 500

~

(ALL figures in NOK)

Auditorsfee 2012 2011

Audit fees 292 500 197 700

Assurance services 27 140 33 450

Other assistance 31 677 63 100

TotaL 351 317 294250

ALL fees excLuding VAT.

A[[ services in 2011 and 2012 are recognised as expenses.

Audit-reLated costs incurred in 2012 are in accordance with the Compan~s [aw and policy.

Employee options

In 3Q 2009 a new option program was established replacing options granted in 2006 and 2007. ALL empLoyees in Badger Exp[orer ASA at that
time was aLtocated options. Manager Quatity, Risk and SuppLy Chain was allocated 25000 shares on empLoyment 01.06.2010. One third of the
option can be exercised after one year, a third of the option can be exercised atter two years and a third can be exercised atter three years.
The exercise of options can be postponed but not past the contractuaL Life of 3.2 years. This period has been extended to 3-10 days atter the
presentation of the AnnuaL Report 2012. CEO was aLLocated 370 579 shares on 10.09.2011 which can be exercised three to ten days after the
presentation of the 3Q 2014 report. Fair vatue of the options is caLcutated at the time of grant and wiLl be recognized over the corresponding
vesting period of the options. A total number of 111 668 of share options held by management were forfeited as of 31.12.2012. A totaL number
of 71 667 of share options heLd by management were expired as of 31.12.2012. No options were exercised during 2012. Outstanding options as
of 31.12.2012 were 462 913.



Badger Explorer ASA 2012- Notes

2012 2011

Weighted Weighted
Share options average exercise Share options average exercise

Summary of outstanding options: price price

Outstanding options 1.1 646 248 I 5,35 407 250 10,31

Granted options 0 0 370 579 19,00

Exercised options 0 0 -98 248 10,00

Forfeited -111 668 10,00 -33333 10,00

Expired options -71 667 10,00 0 0

Outstanding options 31.12 462 913 17,46 646 248 15,35

Vestedoptions 92334 11,35 156581 10,53

Weighted Average Fair Vatue of options granted
duringtheperiod 0 0 370579 10,76

Charged against the Income statement: I 362 732 933 263
Charged against the Income Statement,
Employers nationaL insurance contribution: 158 344 343 018

Fair vaLue of the options is estimated based on the BLack and Scholes option pricing model.

The Board of Directors holds an authorisation to issue shares in the Company resolved by the Annual General Meeting of the Company held on
08.05.2012. The authorisation is provided untiL 30.06.2013 in respect of increase in the Company’s share capftat with up to NOK 115 858 by
way of issuance of up to 926 864 shares in connection with the Company’s share incentive scheme.

(AlL figures in NOK)

Implemented remuneration policy for members of Management for 2012

The main principle of the Company’s remuneration policy of the Company’s Management was to offer competitive terms in an overall
perspective, taking into account salary, payments in kind as weLL as bonuses and pension plans to avoid substantial turnover in Management.
The Company should offer salary Levets that reflect the average saLary Levels in comparable Norwegian companies.

The determination of salaries and additional benefits of the Company’s Management for the fiscal year 2012 was based on the above noted
main principle and is further detailed as folLows:

The fixed salary for each member of the Company’s Management has been competitive and based on the individual’s experience,
responsibilities as well as the achieved results. There were no annual adjustments in 2012 due to the Company’s drive to reduce overhead
costs.
The Company’s Management received payment in kind such as paid newspaper subscriptions, ceLl phone expenses and payment of IT and
teLecommunication expenses.

On 15 September 2009 a new share option program for alL Company’s empLoyees at the time was estabLished. Out of a total of 406 750 granted
share options at a strike price of NOK 10.00, the Company’s Management was aLlocated 250 000 share options equalLing 61.5% of all granted
share options. On 1 June 2010 the Manager Quality, Risk and Supply Chain was granted 25000 share options at a strike price of NOK 15.00. All
shares at strike price of NOK10 and NOK15 shouLd have been exercised within 15.11.2012, however this period has been extended until 3-10
days after presentation of Annual Report 2012. On 6 September 2011 the CEO 2 was granted 370 579 share options at a strike price of NOK
19.00, which may be exercised after presentation of the 3Q2014 report.

ALL members of the Company’s Management were inctuded in the defined contribution pensjon scheme estabLished by BXPL for alt its
empLoyees. The scheme is deposit based and maximized to a percentage of 12G. The retirement age for aLl emptoyees incLuding the
Company’s Management is 67 years.

The compensation of the Management for 2012 was in line with the ruLes for the fiscal year 2012 as approved by the Annuat General Meeting
on 8 May 2012.
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Remuneration policy for members of Management - Guidelines for 2013:

The main principte of the Company’s remuneration poticy for the BXPL’s Management is to offer competitive terms in an overaLt perspective
taking into account salary, payments in kind, bonuses, pension pLans and other benefits, to retain key staff.

Managenient salaries and benefits for 2013 wilL be based on the principles noted below.

The fixed saLary for each member of the Management shaLl be competitive and based on the individuaL’s experience, responsibiLities as welL as
the resutts achieved during the previous year. Salaries as well as other benefits shalt be reviewed annuauy, and adjusted as appropriate.

In addition to their base salary, the Company’s Management may be granted additional remuneration in the form of a bonus. If a bonus
scheme is implemented in 2013, the assessment criteria wilt be based on both the Company’s performance and the individuaL’s performance.
The targets to be reached by the CEO are to be determined by the Company’s Board of Directors. The CEO wiLL set reLevant targets for the
other members of the Management team, based on principles defined by BXPL’s Board of Directors.

The Company’s Management wiLl receive payment in kind such as celL phone expenses and payment of IT and telecommunication expenses.

On I Sth September 2009 a new share option program for all BXPL employees at the time was implemented. The current Management has been
atLocated 442,246 share options. Each option entitLes the option holder to purchase one share at a strike price of NOK 10.00 (appticable to
46,667 shares options granted to CFO Gunnar DoLven, CTO Øystein Larsen and Sr. VP 0ev. & Strategy KjeLl Markman), NOK 15.00 (appLicabte to
25,000 share options granted the Manager Quatity, Risk and SuppLy Chain). On 6th September 2011 the new CEO was granted 370 579 share
options at a strike price of NOK 19.00, which may be exercised after the presentation of the 3Q 2014 financiat report. Upon exercise of the
options, the option holder shaLL pay to the Company a price of NOK 10.00 (respectively NOK 15 and NOK 19) per option share. If, on the
exercise day, the market price of the BXPL shares exceeds NOK 50, the exercise price shall be increased by an amount equivaLent to 8% of the
market price Less NOK 50.

ALL members of the Company’s Management are included in the defined contribution pension scheme estabLished by BXPL for alL its empLoyees.
The scheme is deposit based and contributions range from 4% to 7% of the employee’s salary- maximized to a percentage of 12G. The
retirement age for aLL employees, including Management, is 67 years.

~jn&bleflxe~as~ts

(ALL figures in NOK)

Property, plant
Badger Explorer ASA & equipment Total 2012 Total 2011

Cost price 1,1 5 656 160 5 656 160 4 496 776

Additions 75 493 75 493 I 159 384

Cost price 31.12 5 731 653 5 731 653 5 656 160

Accumulated depreciations 31.12 4 740 508 4 740 508 4 089 831

Booked value 31.12. 991 145 991 145 1 566329

Depreciations -650 676 -812 386

Depreciation rate %: 20% 33% 20% 33%

Economic Life (years): 5 3 - 5

Depreciation method: straight line straight line

The depreciation period and method are assessed each year to ensure that the method and period used harmonize with the financiaL reaLities
of the non-current asset. The same applies to the scrap vaLue.
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The Company has entered into operating leases for offices and otber equipment. The cost is as fatlows:

Operating leasing cost Total 2012 Total 2011

Car leasing cost 0 43 870

Rent cost on buildings I 953 200 4 128 368

Other 11 920 34396

Total 1 965 120 4 206 634

The future minimum rents related to non-cancellable leases fall due as follows for
the Company: Within I year 2-5 years After 5 years

Operationat Leasing cost 11 400 0 0

Rent cost on buiLdings 2 070 000 4 657 500 0

Total 2 081 400 4 657 500 0

The tease agreement for the main office (headquarter) has been entered into for a period of 5 years. This agreement expires on 31.03.2016.
and includes an option to extend the agreement for 3+3 years at market conditions.

~8Énventoflés

(ALl figures in NOK)

2012 2011
Finished goods 2 605 8 070

Total 2 605 8 070

AD inventories are valued at cost. No write-down for obsoleteness are needed.

~lntan&bleaswts~
(All figures in NOK)

The Company has recognised the foLtowing intangibLe assets in the balance sheet (including internal buitt up assets such as development
costs).

Development
2012 Patents* costs Total

Cost price LI 400 000 107 625 348 108 025 348
Additions** 17 149 058 17 149 058

DisposaL -294 362 -294 362

Public grants -2 842 653 -2 842 653

Costprice3l.12 400000 121 637391 122037391

Accumutated depreciations 31.12 13 332 13 332

Baok va(ue 31.12. 386668 121 637391 122024059

** The addition in 2012 consists of external services of MNOK 7.2 and internal personal cost of MNOK 9S for the Badger Explorer development

project.

2011

Cost price 1.1 400 000 83 256 126 83 656 126

Additions 27 986 247 27 986 247

PubLic grants -3 617 024 -3 617 024

Costprice3liz 400000 107625348 108025348

Accumulated depreciations 31.12 13 332 13 332

Bookvalue3l.12. 386668 107625348 108012016

There has not been made any depreciation on intangible assets in 2012 and 2011.
ALl deveLopment cost in 2011 and 2012 are related to the develoment of the Badger Explorer technology in Badger Explorer ÅSA. The
development work contains inherent technology risk and risk related to the funding contributions fram the sponsors. An amount of
Management focus wiLL continue to be appLied to prudent financiaL management, improved cost-effectiveness and simplification of non
technicaL activities.

The patent appLies to the Badger Exptorer technology and has a validity of 20 years from date it was granted. The Devetopment costs applies
to the development of the Badger ExpLorer technoLogy in Badger Explorer ÅSA.
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(ALL figures in NOK)

2012 2011

Accounts receivables 957 553 4 520 827

Skattefunn E Research CounciL of Norway receivabLes I 795 316 2 569 688

Loan to subsidiary (due in 2013) 543 450 0

Other receivables 933 161 I 557 516

Total 4229480 8648031

There is no provision for Losses on receivables. Other receivabtes are mainly related to government grants and prepaid expenses.

For age distribution of accounts receivables see note 15.

~
(ALL figures in NOK)

2012 2011
Cash at bank 16577824 35427657

Restricted bank deposits 708 737 919 992

(Att figures in NOK)

Numberofshares 2012 2011

01.01. 18537288 18439040

Capitat increase 0 98 248

31.12. 18537288 18537288

Nominat vatue per share is NOK 0,125.

As of 31.12.2012, the 20 largest shareholders were: No. of shares % share

CONVEXA CAPITAL IV AS 3 200 780 17,3%

STATE STREET BANK AND TRUST CO. 2 699 997 14,6%

BANK OF NEW YORK MELLON SA/NV 917 223 4,9%

INVESCO PERP EUR S~4LL COM 874 551 4,7%

ODIN OFFSHORE 673 093 3,6%

SKANDINAVISKA ENSKILDA BANKEN SA. 655 000 3,5%

HOLBERG NORDEN 593 019 3,2 %

IRIS-FORSKNINGSINVEST AS 522 091 2,8%

BANK OF NEW YORK MELLON (LUX) S.A. 358 787 1,9%

DALVIN RÅDGIVNINGAS 301 872 1,6%

ANØYINVESTDA 278800 1,5%

TTCINVESTAS 250000 1,3%

KNUT.M 242600 1,3%

KJELL ERIK DREVDAL 222 600 1,2%

HOLBERGNORGE 219266 1,2%

CSVIIAS 214000 1,2%

MPPENSJONPK 213200 1,2%

NILSKOLMEN INVESTERING AS 209 222 1,1 %

SIGMUND STOKKA 193 329 1,0%

THENORTHERNTRUSTCO. 188190 1,0%

20 targest sharehotders 13 027 620 70,3%

821 other sharehoLders 5 509 668 29,7%
Total of 841 shareholders 18 537 288 100,0%

ALL shares have equal voting rights.
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~

(ALl figures in NOK)

The Board of Directors ho[ds two authorisations to issue shares in the Company resolved by the Annuat General Meeting of 08.05.2012. These
authorisations are vatid until the next annual generaL meeting to be hetd in 2013, with an uLtimate expiry date 30 June 2013. The first
authorization is provided for increasing the Companys share capitat with up to NOK 115 858 by way of issuance of up to 926 864 shares in
connection with the issuance of shares to ernptoyees, directors and others connected with the Company as part of the Company’s share
incentive scheme and the share issue against payment in other cash payment (contribution). The second authorization is provided for
increasing the Companys share capitaL with up to NOK 231 716 by way of issuance of up to I 853 728 shares in connection with the issuance of
shares to existing sharehotders and new investors for a cash deposit or cash contributions and mergers.

(ALL figures in NOK)

Transactions with related parties 2012 2011

Accounts payabte** 0 0

Purchased services** 0 90 000

**The Company has purchased consuLtancy services from Norsaco in which KjelL Markman (Sr. VP Bus. Dev. & Strategy) is Chairman of the
Board and owns 25% of the shares.

Transactions with members of Board of Directors 2012 2011

Accounts payabLe 0 0

Purchased services*** 70 000 200 000

***At the Extraordinary GeneraL Meeting on I December 2010 the GeneraL Meeting provided the Board of Directors with a proxy to enter into
agreements with close associates for the period as of I December 2010 untiL 31 December 2011. The remuneration shalL be timited to NOK
1,500 per hour and time schedute and detaiLed specifications of duties shaLL be approved by the Company’s Board of Directors prior to entering
of such agreements. Badger Exptorer ÅSA entered into such agreements with previous Board member John Witson and Board member Clive
Mather in 2011 and with Board member Tone Kvåte in 2012. The agreement entered with Tone Kvåte in 2012 is retated to the internal audit,
potentiaL risk evatuation, comptiance and review of due diLigence of 75% owned subsidiary CaLidus Engineering Ltd.

Shares held by members of the Board of Directors and members of Management 2012 2011

SIX 515 AG 25PCT (Chairman - Marcus Hansson) 0 500 000

Datvin Rådgivning AS (CFO Gunnar DoLven) 301 872 301 872

CEO 1 - Kjett Erik DrevdaL * 0 222 600

Nitshotmen Investering AS (Sr. VP Bus. Dev. & Strategy- Kjett Markman) 209 222 209 222

SEB Private Bank 5.A. Luxembourg (Chairman - Marcus Hansson) 565 000 65 000

NitshoLmen AS (Sr. VP Bus. Dev. & Strategy - KjetL Markman) 20200 20 200

Invest 0K AS (Board member- Kristine Hotm) 15 000 15 000

Chairman Marcus Hansson 11 668 11 668

5K International (CEO- Kjett Erik DrevdaL) 0 10000

CFO- Gunnar Dolven 8 000 8 000

Board member -Tone KvåLe 5 000 5 000

Previous CTO 1 - Erting Woods 0 4 000

Manager HR, Economy & Adm. - Hege FurLand 0 2 858

Product manager - WoLfgangMathis 0 2 100

Ordinaryshares I 135 962 1 377 520

%of totaL shares 6,1% 7,4%

As of 04.10.2011 KjetL Eirik Drevdat resigned as CEO
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(ALL figures in NOK)

Contribution recognised in the balance sheet

The Company has received contributions from the partners amounting to NOK24000000 whereas NOK 16 200 000 were received prior to 2012.
These contributions sha[t be repaid to the partners by paying 5% royalty of alL technology reLated saLes in the future. This royaLty is Limited to
a totaL of 150% of received contribution. The contributions have not been recognised as income.

~e1~5Finandàldskandrnancia~ets~

(ALL figures in NOK)

Exchange rate risk

Badger Exptorer ÅSA’s cash reserves are deposited in Norwegian banks. ALL BXPL’s cash and financia[ instruments are in NOK and thus no
exchange rate risk inures.

In December 2012 Badger Explorer ASA provided a Loan to Calidus Engineering Ltd. of £180 000 at interest rate of 3,2% p.a. with a down
payrnent period of 2 years.

Interest rate risk

Badger ExpLorer ÅSA has no interest-bearing debt. Bank deposits are exposed to market fluctuations in interest rates, which affects the
financial income and the return on cash. BXPL has kNOK -281 in net financiaL items as of 31.12.2012.

Credit risk

Badger Exp[orer ÅSA trades onLy with recognized, creditworthy third parties. It is the Company’s policy that aLL customers that wish to trade
on credit terms are subject to credit verification procedures. In addition, receivable ba[ances are monitored on an ongoing basis with the
result that the Company’s exposure to bad debts is insignificant.

BXPL has not suffered any Loss on receivabLes during 2012. The maximum exposure as of 31.12.2012 is MNOK 2.1, the Company’s carrying
amount of accounts receivable. ALL cash in the Company is deposited and distributed between two Norwegian banks which reduces exposure.

Liquidity risk

Badger Exptorer ASA monitors its Liquidity risk to be able to meet its financiaL obligations as they faLl due. BXPL’s cash position at year end
2012 is MNOK 16.6 compared to MNOK 35.4 in 2011. Funding from the Badger Demonstrator Program is projected to be MNOK 29.5 in 2013.
Adding assets sale and Innovasjon Norge grant, this is considered sufficient cash to carry the business into 2014.

Badger Exptorer ÅSA has established an overdraft faciLity of MNOK 7.5 with its Norwegian bank Sparebanken Vest as of 22.08.2012. The
overdraft faciLity has not been withdrawn as of 31.12.2012. The interest rate at present is 4,95%. In addition, there is a yearLy commission of
1.0% on the credit Line.
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(ALL figures in NOK)

Capital management

CapitaL inc[ucles equity.

The primary focus of the Company’s capitaL management is to ensure that it maintains a strong credit rating and a heaLthy capitaL ratio in
order to support its business and maximize shareholders value.

The Company manages its capitaL structure and makes adjustments to it, in [ight of changes in the economic conditions. To maintain or adjust
the capital structure the Company may issue new shares. No changes were made in the objectives, policies ar processes during 2012.

The Company monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. Since the Company cioes not have
any interest bearing hans, the gearing ratio is negative for both 2011 and 2012.

The Company inc[udes within net debt, trade and other payab[es, Less cash and cash equivaLents.

2012 2011

Interest bearing Loans and borrowings 0 0

Trade and other payabtes 5 730 745 8 678 945

Less cash and short-term deposits -16 577 824 -35 427 657

Netdebt -10847080 -26748712

Equity 132 370 235 148 972 124

Total capital 132 370 235 148 972 124

Capital and net debt 121 523 155 122 223 411

Gearing ratio 9 %

Fair value

The fair va[ue of financia[ assets are inctuded at the amount at which the instrument coutd be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale.

- Fair value of investment in shares in market based Liquidity fund is based on price quotations as of 31.12.2012

- Fair vatue of cash and cash equivatent are assessed to carrying amount

Set out beLow is a comparison by category of carrying amounts and fair values of alL of the Company’s financial instruments.

Cash and cash equivaLents

Current receivables

Trade and other payables

Age distribution of receivable

AS at 31 December, the ageing analysis of receivabLes is as ftlLows:

2012

2011

Total

4 229 480

8 648 031

Neither past due nor impaired Loss receivables

4195470 0

6162762 0

-22 %

2012 2011

Carrying amount Fair value Carrying amount Fair value

16 577 824 16 577 824 35 427657 35 427 657

4229480 4229480 8648031 8648031

5 730 745 5 730 745 8 678 945 8 678 945

2012

2011

Past due but not impaired

<30 days

34010

30-60 days 60-90 days >90 days

0 0 0
2 485 268 0 0 0
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~6s~~.nsaa~
(ALL figures in NOK)

Investments in subsidiaries: 2012 2011
Badger Plasma Techno[ogy AS (100%) 0 3 000 000
Calidus Engineering Ltd. (additional 25%) 17 188 966 17 188 966
Total 17188966 20188966

Badger Plasma Technology AS

Badger Plasma Technotogy AS is a private Limited company registered in Norway and has its head office Located at Forusskogen 1, 4033
Stavanger, Norway. Badger Ptasma Technotogy AS was established on the 5.3.2007 in order to increase focus and activity Levet of the
devetopment and commerciaLjsation of the Ptasma Channet DritLing technoLogy. ALL historic investments, pub[ic grants and capitalised grants
reLated to the Plasma Channel Drilting (PCD) project and retated administration costs have been transferred from Badger ExpLorer ÅSA to
Badger Plasma TechnoLogy AS and are recognized on the accounts receivabLes in Badger Exptorer ÅSA’s Statement of Financiat Position and on
the accounts payabte in Badger Ptasma Technotogy Ass Statement of Financiat Position. Badger Plasma Technology AS was sotd for MNOK 1.9
in December 2012 with a [oss of MNOK 1.1.

Calidus Engineering Ltd.
CaLidus Engineering Ltd. is a private Limited company registered in UK. The company is tocated at 6 Jon Davey Drive, Tre[eigh Industriat
Estate, Redruth, CornwaLt TR16 4AX, UK. The parties have agreed upon an acquisition modet in which Badger Explorer ÅSA graduaLty untit 2013
wi[L acquire 100% of Catidus Engineering Ltd. The first 50% of the shares were acquired in November 2007 through a combined purchase of
outstanding shares and a share issue. AdditionaL 25% of the shares were acquired in April 2011 through purchase of outstanding shares. The
remaining 25% of the shares are to be acquired in 2013. The acquisition of this non-controtting interest has been accounted for as an equity
transaction in accordance with revised lAS 27.

All shares in Catidus Engineering Ltd. have equa[ voting rights.

Transactions with Calidus Engineering Ltd. 2012 2011

Accounts payabte 514 574 129 016

Loan to subsidiary** 1 630 350 0

Purchased services 5 571 957 2 702 972

Shareholder guarantee (not recognised in the Statement of Financial Position) I 349 250 0

The Company has purchased engineering- and production services (rom Catidus Engineering Ltd. in which Badger Exptorer ASA owns 75% and
Nigel Ha[laday owns 25% of the shares. NigeL Hatladay a[so owns 75 500 shares in Badger Exp[orer ASA.

Alt purchased services from Catidus Engineering Ltd. in 2011 and 2012 are retated to the devetopment project.
In December 2012 Badger Ecptorer ÅSA provided a Loan to Catidus Engineering Ltd. of GBP 180 000 at an interest rate of 3,2% p.a. and a

down payment period of 2 years.

Equity and Net profit (loss) Calidus Engineering Ltd. 2012 2011

Equity3l.12 6293109 9828184

Currencytranstation 155 509 -218 736

Net profit ([oss) 3 379 566 -1 322 195
Carryingamountofsharesasof3l.12,2012 17188966 17188966

~

Cash spend wiLL be carefutty managed during 2013-2014. The first Field Pitot Contracts are pLanned to contribute with operational funding in
2014. Technical progress on the Badger Demonstrator Program and Field Pilot contracts wit[ retease funding (rom previously awarded grants:
MNOK 20.0 from Innovation Norway and MNOK 8.0 from the Research Councit of Norway.

In February 2013, Wintershat[ Norge AS joined E,oonMobil, Statoit and Chevron as sponsors of the Badger Exp[orer Demonstrator Program.


