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BOARD OF DIRECTORS REPORT FOR 2012
Badger Explorer ÅSA continues to develop the “Badger Explorer”, a revolutionary technology for
exploration and verification of hydrocarbon prospects, without the risks, cost and complexity of
drilling weUs with a rig. The Badger Exp(orer tool acquires exploration data as it drilis, and once
installed at its target depth, can continue to monitor subsurface parameters to enhance development
and production activities.

The Badger Explorer idea originated at IRIS in 1999. The Company was established in 2003 and listed
on the Oslo Stock Exchange (Oslo Åxess list) in 2007.

Badger Explorer ÅSA’s head office is located at Forusskogen 1, 4033 Stavanger/Norway and is
organized under the laws of Norway. Calidus Engineering Ltd., the Company’s 75% owned subsidiary,
has its headquarters at 6 Jon Davey Drive, Treleigh Industrial Estate, Redruth, Cornwa(l TR 11 4SN, UK.

Significant events during 2012
Having restructured at the end of 2011, BXPL were able to refocus on key issues from the start of 2012.
The Company’s cost base was substantiaLLy reduced, increased emphasis was placed on technicat
deLiverabLes and additionaL sponsorship was brought on board for the Badger Exp[orer Demonstrator
Program.

Technical progress
The FieLd PiLot Feasibitity Study, Launched in Q4 2011, was comp[eted in Februarv 2012. This study was
important to the deveLopment of the technoLogy, as it defined for the first time in detaiL the
subsurface through which the Badger too[ must drilL, using comprehensive and representative
subsurface data from one of our sponsors’ operated fie[ds, and with significant input from the
sponsor’s geosciences discipline experts.

In April 2012, negotiations were concluded with StatoiL Petroleum AS, who then signed the Badger
ExpLorer Demonstrator Program Agreement, joining ExxonMobil. who had signed in 2011. This
sponsorship base provided adequate grounds to pursue activity on the Badger Exptorer Demonstrator
Program white the Company worked to bring on board further sponsors.

In June 2012, the finat technicaL deliverabtes necessary for MiLestone 1 of the Demonstrator Program
were compteted. These were reviewed by the program’s Steering Committee, who formaLLy approved
them during the Steering Committee Meeting in August 2012. This approvaL enabLed the associated
sponsorship funding to be paid out.

For the rest of the year, the Company’s technica[ focus was on continued progress under the
Demonstrator Program, with speciaL emphasis on reducing the residuaL technoLogy risk. In paralteL with
these efforts, a structured evaluation process was conducted to more cLearLy identify the remaining
technoLogy risks. Of these, BorehoLe Stabitity was concLuded to be the most significant, and a further
Feasibitity Study, again with significant support from our sponsors in the form of subject matter
expertise, was compteted in December 2012. This study identified severat actions to mitigate against
borehoLe instabitity and the design of the Beta version of the Badger tooL currentty under construction
was modified to accommodate some of these improvements.

Throughout the year, the Company continued to negotiate with severaL potential further sponsors. In
December 2012, negotiations with Chevron Energy Technotogy Company were successfulLy concLuded
and Chevron joinecl ExxonMobiL and StatoiL as sponsors of the Badger Exptorer Demonstrator Program.
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Financial management
WhiLe the technicaL staff focused on the work described above, materiaL and comprehensive cost
reductions were imptemented across the Company’s operations, and financiaL controLs were tightened.
As a resuLt, administration costs for BXPL in 2012 were reduced by 29% (5.9 MNOK) as compared to
2011, and the technica[ activities were more efficient and cost-effective than budget. As the cost
reductions were impLemented on an ongoing basis throughout the year, the Company expects to see
further benefits of these efforts during 2013, as their fuLL 12-month effect is reaLized.

A bank overdraft faciLity was agreed, to provide the Company the fLexibiLity to handLe short-term
ftuctuations in cash fLow.

To improve the Company’s projected cash requirements by reteasing cash tied up in company assets, it
was decided to pursue sate of these assets and Badger PLasma Techno[ogy AS; the group’s whotly
owned subsidiary, was soLd in December 2012.

Research and development
During 2012, the Company spent 20 MNOK on Research and DeveLopment, representing ongoing work on
the Badger ExpLorer Demonstrator Program. This work incLudes:

Dritling in a C[osed Cavity near Pore Pressure (DCCPP): Work on the DCCPP program - which has been
active since 2010 - aims to better understand, modeL and verify the particuLar chatLenges of driL[ing
with the Badger too[, where these differ from conventionat driLLing. Work continued during 2012, with
particuLar emphasis on the issue of borehoLe stabiLity.

ParticLe Size Engineering: It has been identified during the course of the project that improvements
can be made to severat of the toot’s criticaL process by conditioning the dritLed cuttings produced.
More specificatLy, engineering of the cuttings particLe size and size distribution, can mitigate against
cavity instabi[ity, faciLitate the compaction process and heLp reduce the permeabiLity of the pLug
generated to seaL the toot’s dritLed path.

Compaction: The processes used to achieve improvements in the compaction process, incLuding
achieving voLume batance and reducing the permeabitity of the compacted pLug, were defined and
tested, resuLting in severat modifications to the process and operating procedures.

DriLting: The specific chatlenges of driLLing with the Badger ExpLorer incLude bit Lifetime, bit suitabiLity
for a broad range of subsurface environments and managing the first stage of the ParticLe Size
Engineering process. Progress was made in aLL these areas during 2012.

Transport and Friction: To improve the tooL design for appLication to a broader range of subsurface
conditions, beyond the environment projected for an initiaL fieLd piLot project, substantiaL changes
were made to the design of the transport system used to carry driLLed cuttings from the driLL bit
through the tooL to the compaction system. The existing design was deemed to be too susceptibLe to
chaLLenges reLated to conditions of Low fLuid avaiLabiLity and a new piston pump design was conceived,
buiLt and tested.

Calidus Engineering Ltd, UK (75 % owned subsidiary)
CaLidus Engineering Ltd. (CEL) is a muLti-disciptine engineering company speciatized in designing down
hoLe equipment for harsh environments. In addition to modeLing and engineering design services, CEL
runs a prototype based machine shop. Revenue comes from cLients within the petroLeum and
geothermaL industries, as weLL as from traditionaL R&D business.

CEL has been a key suppLier to BXPL for a number of years. DeLiveries to BXPL totaLed 5.7 MNOK in 2012
(representing 43.2% of gross turnover), compared to 2.8 MNOK the year before (22.6% of the gross
turnover).

CEL’s 2012 turnover was 13.2 MNOK compared to 12.0 MNOK in 2011.
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The net resuLt before tax (EBT) was -3.7 MNOK, compared to -1.7 MNOK the prior year. Catidus’ equity
ratlo is 31.7%, compareci to 39.2% in 2011.

CEL has been - and wiLL remain - a vitaL and integrated supplier to BXPL. The Badger Demonstrator
devel.opment p[an is shared with CEL, specific Purchase Orders are raised in accordance with this pLan
and a cooperation agreement has been impLemented between CEL and BXPL.

The BXPL Board stated in the 1H 2012 report that the financia[ performance of CEL has been
disappointing and actions have since been taken to improve the situation, inc[uding the appointment of
Brian Green as Managing Director in October 2012. Another specific initiative was a comprehensive
internaL audit, during which severaL Legacy items were addressed from a prudent and conservative
perspective, resuLting in the recognition of a number of extraordinary items during Q4 2012. These
totaL GBP 366,530, which cLearLy detriments CEL’s EBT for 2012, but estabtishes a much better base for
the ongoing business.

In response to unsoLicited enquiries regarding a potentiaL saLe of the business, the Board of BXPL has
concLuded that the arrangement in ptace secures access to the necessary resources and expertise, and
ownership of CEL is hence not a requirement. Indeed, CEL represents both a significant asset which
coutd be monetized to fund the company and a significant dram on management’s time. An advisor has
therefore been engaged in 2013 to assist in a divestiture process, and if a suitabLe buyer is identified,
whose objectives for the business are compatibLe with BXPL’s requirements, a saLe is expected during
2013. Divesting CEL wiLL retease resources and enabte BXPL to focus better on the Badger technoLogy
deveLopment.

Presentation of 2012 accounts
Accounting policies
The consoLidated financiat statements of Badger Exptorer ÅSA and its subsidiary (the Group) have been
prepared in accordance with InternationaL FinanciaL Reporting Standards (IFRS) as adopted by the EU on
31st December 2012.

Operating revenues
TotaL revenues for the Badger ExpLorer Group were 7,855 kNOK in 2012 compared to 9,810 kNOK in
2011 which is a reduction in revenue of 19.9% from 2011 to 2012 due to CEL’s reduced non-BXPL saLes
volume. The totaL operating revenues for Badger ExpLorer ÅSA were 365 kNOK for 2012 compared to
540 kNOK for 2011.

CaLidus Engineering Ltd. accounts for 95.4% of the totaL operating revenues in the Badger ExpLorer
Group for 2012 (94.4% for 2011).

Operating expenses
TotaL operating expenses for the Badger ExpLorer Group were 29,814 kNOK in 2012 compared to 40,733
kNOK the previous year, which is a reduction of 26.8%. The totaL operating expenses for Badger
Exptorer ÅSA were 18,048 kNOK for 2012 compared to 29,898 kNOK for 2011. The reduction is the resuLt
of both the focused effort on financial. controL and Lower externaL testing costs.

Development cost
ALL deve(opment costs incurred in 2012 and 2011 are reLated to the deveLopment of the Badger ExpLorer
technoLogy in Badger Exptorer ÅSA. In 2012 the Badger Exptorer Group has spent 19,976 kNOK on
deveLopment projects of which 17,149 kNOK were capita(ized, compared to 30,681 kNOK of which
27,986 kNOK were capitaLized in 2011. The pubLic grant from the Research Councit of Norway and
pLedged tax reduction from Skattefunn amounted to 2,962 kNOK for 2012 and 3,749 kNOK for 2011 and
were deducted from the carrying amount of the capitaLised deveLopment costs.

Net financial items
Net financiaL items for the Badger ExpLorer Group amounted to 341 kNOK for 2012 compared to 994
kNOK for 2011. Net financiaL items for Badger ExpLorer ÅSA amounted to -281 kNOK for 2012 compared
to 1,138 kNOK for 2011. The decrease of 124.7% in financiaL items for Badger ExpLorer ÅSA is reLated to
the divestiture of the shares in Badger PLasma TechnoLogy ÅS. Ref. note 3 and 17.
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Performance
Net [oss attributabLe to equity ho[ders of the Company was -20,463 kNOK for 2012 compared to -29,235
kNOK for 2011. Loss before tax for 2012 amounted -21,618 kNOK compared to -29,928 kNOK for 2011.
Tax on ordinary resuLt for 2012 amounting 310 kNOK (compared to 372 kNOK for 2011) is reLated to
CaLidus Engineering Ltd., UK. Ordinary earnings per share for the Badger ExpLorer Group amounted to -

1.10 NOK in 2012 (-1.58 NOK in 2011).

Net [oss for 2012 for Badger ExpLorer ÅSA amounted to -17,965 kNOK compared to net Loss of 28,220
kNOK in 2011. Badger Exp[orer ÅSA is not yet generating profit, so Loss before tax equaLs net Loss both
for 2012 and 2011. Ordinary earnings per share for Badger ExpLorer ÅSA amounted to -0.97 NOK in 2012
and to -1.52 NOK in 2011.

Statement of financia( position and cash flow
BXPLGroup BXPL ÅSA

ALL figures in MNOK at Year End 2012 201 I 2012 201 I

Tota[ Assets1 168.2 l88.9 162.1
TotaL Equity 127 I 1~46 5~ 132 4 149 0
Equity Ratio 75 5% .~77 6% 81 7% 86~ 0%~
TotaL Intangib[e Assets2 127 6 1j7 2 122 0 108 0,
Increase in intangibLe 8 9% 13%
assets3 -

Share CapitaL4 2 317 2 317 2 317 2 3i~7
TotaL Liabi[ities5 41.1 •:-, ~ 29.7 -- ‘~24.4. -.

Net Cash F[ow6 21 676 6~927 18 8 5 4
Net Cash Position7 17.6 ~ -. 16.6 - .35.4,

1. Reduced due to sa[e of Badger P[asma Techno[ogy AS.
2. Deferred tax assets are not recognized in the statement of financia[ position as Badger Exp[orer

ÅSA is in a deveLopment phase and is current[y generating Losses.
3. The increase in totaL intangibLe assets is mainLy reLated to capita[ized cost for the Badger Exp[orer

deveLopment project.
4. TotaL of 18,537,288 outstanding shares at a nomina[ vaLue of NOK 0.125 per share.
5. Interest-bearing Loans and borrowings in the BXPL Group are re[ated to CaLidus Engineering Ltd.’s

faciLities (totaL of 8.2 MNOK). In addition capitaLized sponsor grants (totaL to 24 MNOK) are quoted
as Long-term Liabi[ities.

6. Net cash fLow was Lower compared to 2012 due to financing the faci[ities of CEL (totaL of 8.3
MNOK) and the saLe of shares in a [iquidity fund (totaL of 52.5 MNOK).

7. TotaL funding from sponsors in 2012 was 7.8 MNOK.

The Board states that the annua[ accounts represent a true and fair view on the Company’s financiaL
position at the turn of the year. According to the Norwegian Accounting Act § 3-3 (a), the Board of
Directors confirms that the financiaL statements have been prepared under the assumption of going
concern. Funding from the Badger Demonstrator Program is projected to be 29.5 MNOK in 2013. Adding
asset sa[es and Innovation Norway grant, this is considered sufficient cash to carry the business into
2014 and justifying the going concern assumption.

Allocation of the 2012 result
Badger ExpLorer ÅSA’s annuaL resuLt amounted to a Loss of -17.964 kNOK and the company has no
distributabLe equity. The Board of Directors proposed that the [oss is transferred to retained earnings.

Risk management
Risk management is a criticat success factor for BXPL. The Board focuses on risk management and
deems it important that the Company and the Group maintain the necessary measures to manage
controL[abte risk factors in order to keep these within acceptabLe Limits.
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BXPL is exposed to a number of financiaL and non-financiaL risks. FinanciatLy, the main risk factors are
ftuctuations in interest rates and exchange rates, credit risk and Liquidity risk. Non-financiaL risks
incLude techno[ogy risk, competing techno[ogies, market risks, regutatory permits and environmentaL
exposure.

Financial risks

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.

CaLidus Engineering Ltd. has a totaL of MNOK 8.2 (MGBP 0.9) in interest-bearing debt, representing
sensitivity to an increase in [ong term interest rates. The pLanned divestiture of the subsidiary wiLL
eLiminate this risk.

The Group had MNOK 0.8 in financiaL income as of 3l~ December 2012.

Exchange rate risk
Through the 75% ownership of CaLidus Engineering Ltd. (UK), the Group is exposed to ftuctuations in
the GBP/NOK exchange rate. HistoricaLLy, the Group has had Limited exposure to other currencies, but
the suppLy chain is becoming more gLobaL as a resuLt of efforts to reduce costs and the exposure to
other currencies - in particuLar EUR and USD is increasing. Mitigation incLudes monitoring cost trends
in gLobaL markets and retaining the abi[ity to change supptiers shouLd they cease to be cost-effective.

Badger Exptorer ASA’s cash reserves are deposited in Norwegian banks and Catidus Engineering Ltd.’s
cash reserves are deposited in UK banks. ALL the Group’s financiaL instruments are in NOK. OnLy a very
Low percentage of cash is deposited in currencies other than the operating currency, which minimizes
the Group’s currency risk. When commerciat operations in Larger sca[e commence a currency exchange
poticy wiLL be introduced.

Credit risk
The Company 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 baLances are monitored on an ongoing basis with the resuLt that the Company’s
exposure to bad debts is insignificant.

Badger ExpLorer ÅSA has not suffered any [oss on receivabtes during 2012. The maximum exposure as of
31st December 2012 was MNOK 0.9, the Company’s carrying amount of accounts receivabLe. ALL cash in

the Company is deposited and distributed between two Norwegian banks which reduces exposure. ALL
cash in CaLidus Engineering Ltd. is deposited in British banks.

Catidus Engineering Ltd. invoices a Limited number of Large internationaL customers in Pound SterLing
and Euro. The credit risk on receivabLes in Ca[idus is therefore regarded as [imited. MateriaL write-offs
during 2012 totaLed GBP 57 148, comprising bad debt and a grant award Less than expected. CEL
maximum exposure as of 31st December 2012 was GBP 318 922, the carrying amount of accounts
receivabLe.

Liquidity risk
The Company monitors its Liquidity risk to be abLe to meet its financia[ ob[igations as they faLt due. An
assessment of such obLigations is made, and compared against the cash fLow projection on a reguLar
basis.

The cash position of the BXPL Group at year end 2012 was MNOK 17.6, compared to MNOK 39.2 in 2011.
Funding from the Badger ExpLorer Demonstrator Program is projected to be MNOK 29.5 in 2013. Adding
asset saLes and payments under a grant from Innovation Norway, this is considered sufficient cash to
carry the business weLL into 2014.
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Cash spend witL be carefuLty managed during 201 3-2014. The first FieLd Pitot Contracts are ptanned to
contribute operational funding in 2014. TechnicaL progress on the Badger ExpLorer Demonstrator
Program and FieLd Pitot contracts wit[ reLease funding from previousLy awarded grants; the baLance of
the MNOK 20.0 from Innovation Norway and MNOK 8.0 from the Research CounciL of Norway.

Non-financicil risks
Technology risk
The deveLopment work contains inherent techno[ogy risks. The time scheduLe caLts for a commerciaL
service to be demonstrated in a Field PiLot, ptanned for 2015.

The deveLopment work within the Badger ExpLorer Demonstrator Program is Linked to the Fietd PiLot
Program, such that the specification required for the FieLd PiLot can be deLivered by the Demonstrator
Program, acceterating progress toward commerciaL operations.

However, there is risk tied to the fact that the devetopment of a commerciaL version of the Badger
Exptorer couLd be more extensive than pLanned for and coutd resuLt in a Longer deveLopment time of
the services to be provicied by Badger ExpLorer ÅSA.

As part of and in paraLLeL with the Demonstrator Program, a number of activities have been
conducted to identify and reduce technoLogy risk, incLuding feasibiLity studies and externat reviews.
Further such activities are pLanned throughout the next two year and the Company is seeking means to
secure funding that can support increased activity on reduction of technotogy risk.

Competitive technology
No competitors to the Badger ExpLorer and its future cLosed cavity operations have been identified.
However, competition couLd be motivated by successes achieved by BXPL, and the time for the market
introduction of the too[ wiLL be vitaL for the market positioning and the profit potentiaL of the
technoLogy. The Company’s IP position is deemed adequate to protect against obvious copies and the
redefined IP strategy incLudes a strengthened process to capture IP reLated to specific technicaL
soLutions deveLoped.

Once commerciaL, focus must be maintained on deveLoping robust and reLiabLe services and equipment,
to minimize the risk of [ost market share as a resuLt of poor performance.

Market risks
The Company considers the potentiat market for Badger ExpLorer services to be Large and increasing.
Third party market studies commissioned by BXPL identify specific markets by customer, geography,
underground structures and Badger ExpLorer appLications, highLighting potentiat savings in time and
cost, as weLL as other benefits. The sponsors have preferentiaL access to the technotogy, which wi[L
encourage earLy uptake.

The Company’s business modeL is considered robust, even in the event of a considerabLe drop in the rig
rates.

Permission to operate from relevant regulatory bodies
When radicaLLy new concepts are introduced, reguLatory bodies are Likety to require extensive and
stringent quaLifications to assure operationaL safety. Such requirements may be functionat (which can
be addressed through demonstrating performance of the tooo) or LiteraL, which can be a more time
consuming chaLLenge. Goats of the FieLd PiLot Program incLude identification of specific reguLatory
chatLenges and wiLL represent the first test cases to enabte the necessary permits to be pursued.

Environmental risks
The Badger ExpLorer has dramaticaLty Lower environmentaL impact than a fuLL exptoration weLL. The
technoLogy is inherentty non-poLLuting and the generaL pubLic as weLL as reguLators and customers can
readiLy understand the substantiat environmentaL benefits the technoLogy can bring. Rather than a risk,
the tooL’s environmentaL performance is seen as a seLting point.
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Health, safety, security and the environment (HSSE)
Good HSSE systems and procedures are a precondition for an effective and safe working environment.
The Board of Directors works continuousty with Company management to ensure that business is
conducted in a responsibLe manner and with respect for the empLoyees and the environment.

BXPL has adopted the Norwegian “inktuderende arbeidsLiv” (equaL opportunity rights) scheme,
incorporating procedures for an active fotLow-up on emptoyees’ sick Leave and cooperating with the
Company’s heaLth service. During 2012 absence due to sickness was at 2.2% compared to 1.9% in 2011.

No injuries or accidents have been reported in 2012. BXPL has aLways been proud of its safety
performance. The increased emphasis on operations and deptoyment wiLL however bring increased
exposure of staff to potentiaL risks and more hazardous environments. Embarking on fieLd operations
aLso brings an increased number of third parties into contact with the Company’s equipment and
processes. Recognizing this, a number of pro-active measures and other exampLes of industry best
practice have been reviewed and imptemented, to increase hazard awareness and minimize the
probabitity of accidents or injuries. Continued emphasis and awareness of issues retated to heaLth,
safety, security and the environment wiLL ensure that Badger ExpLorer ÅSA’s systems and processes
grow atongside the technicaL and commerciaL deveLopments and that the Company can remain proud of
its HSSE performance going forward.

Personnel and organization
Øystein Larsen has been appointed as Chief TechnoLogy Officer and further new taLent has been
recruited.

The BXPL Group is committed to equaL opportunity and non-discrimination. At year end 2012, Badger
ExpLorer ÅSA had 14 permanent empLoyees, compared to 17 permanent empLoyees in 2011. Some of the
functions previousLy conducted by permanent staff have been fuLfitled during 2012 by contract staff.

MaLe employees continue to be in majority in the Company. On 315t December 2012, BXPL had four
femaLe emptoyees, compared to three in 2011. In 2012, saLaries for maLe empLoyees averaged kNOK
1,070.5 (compared to kNOK 1,056.8 in 2011) and kNOK 559.8 for femate empLoyees (compared to kNOK
534.6 in 2011).

During 2012 35.7% of aLL BXPL empLoyees were foreign nationaLs (compared to 23.5% in 2011). 20% of
the Company’s Management were foreign nationaLs (28.6% in 2011).

At year end 2012, the BXPL subsidiary CEL had 28 permanent empLoyees, of whom two were femate. In
2011 the subsidiary had 27 empLoyees; two of these were women.

The Company is dependent upon engaging the best competence avaiLabLe. Competence is thus sourced
without preference for gender, race, reLigion, potiticaL and/or sexuaL preditection.

The Board wouLd Like to thank aLL emptoyees of the Badger ExpLorer Group for their contributions to the
Company in 2012.

External environment
The Company strives to minimize poLtution of the externat environment by its current activities. The
Board takes on the responsibiLity for the Group’s impact on the environment. It is the responsibiLity of
the Company’s Management to meet the set environmentaL goaLs and to comply with LegisLation and
reguLations.

One of the major benefits of the Badger ExpLorer, whether in initiaL fieLd deptoyments or as part of the
exptoration and de-risking of a major new deep-water project, wiLL be the vastLy reduced
environmentaL impact anci HSSE exposure, as compared to a dritLing rig and associated support. From
an environmentaL perspective, much Less equipment, traffic and support activity are required for a
Badger depLoyment, and during operation, the tooL can be run un-manned, thus eLiminating a whoLe
range of safety exposures.
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Corporate social responsibillty (CSR)
BXPL is committed to enhancing sharehoLder va[ue in an ethica[ and sociaLLy responsibte manner. By
impLementing the CSR PoLicy the Company aims to be responsibte and an exemplar of good practice.
The Board of Directors reviews the poticy year[y and adopted the [atest version of the Corporate SociaL
ResponsibiLity PoLicy on ~ March 2013.

Corporate governance
Corporate Governance is performed in the framework of the Norwegian Code of Practice for Corporate
Governance. The Board reviewed and approved the Company’s Latest version of the Corporate
Government PoLicy on 20th March 2013.

As required for a pubLic [imited company Listed on the OsLo Stock Exchange (OsLo Axess List), quarterLy
reports are pub[ished for owners, the stock exchange and the market. In addition, a number of
notifications on various subjects have been issued and pubLished during the year.

Sound corporate governance underpins growth to benefit sharehotders, emptoyees and other
stakehotders. The Board therefore strives continuousty to buiLd confidence in the Company through the
imp[ementation of corporate governance-, accounting- and OsLo Stock Exchange standards.

The Board of Directors emphasizes transparency and openness, equaL treatment of aLL sharehoLders,
competence in the Company’s governing bodies, independence of auditors and accuracy of information
distributed by the Company reftecting its status and operations.

Board of Directors of Badger Explorer ÅSA
The composition of the Board of Directors and the Board members’ competence and expertise are
chosen to support the Company’s goats. BXPL’s Board consists of four members, two maLe and two
femaLe. 13 Board meetings were heLd during 2012.

In October 2012 John R. WiLson resigned from the Company’s Board of Directors.

The Board’s Audit Committee consists of Marcus Hansson and Tone KvaLe. The Board conducts an
annua[ evatuation of its work.

Changes after 3l’~ December 2012
In February 2013, WintershatL Norge AS joined ExxonMobiL, StatoiL and Chevron as sponsors of the
Badger Exp[orer Demonstrator Program.

The sate process for CEL has been formaLLy initiated.

The first payment under the 20 MNOK award from Innovation Norway has been received.

Outlook
Assessing the risk factors described above, the main risks, reLated to technoLogy deveLopment and
funding contributions from sponsors and other sources are deemed manageabLe.

Even though the deveLopment tasks are chaLLenging, no show-stopper has been identified that wou[d
prohibit the uLtimate commercia[ization of Badger services. Work on the Badger Exptorer Demonstrator
Program wiLL continue and wiLL be atigned with the FieLd Pitot Program to be conducted upon concLusion
of the Demonstrator Program.

Emphasis wiLL increase on simpLification and retiabiLity improvements, in paraLLeL with increasing the
range of subsurface conditions the toot is abLe to handLe.

Management focus wILL continue to be appLied to prudent financiat management. Emphasis has aLready
been shifted toward the Company’s technotogy devetopment commitments, inctuding improved cost
effectiveness and simpLification of non-technicat activities. Divestiture of BXPL ÅSA’s subsidiaries wiLL
enabLe focus on the mainstream technicaL deveLopment.
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