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Report of the board of directors
MASTER MARINE AS

This is Master Marine AS
Master Marine AS, established in 1997, has its main
office in Lilleakerveien 2B in Oslo, Norway. The
Company is specializing in transport and offshore
installation of heavy structures for the oil and gas
industry. Master Marine’s goal is to be the preferred
provider of load out, transportation, offshore installation and hook up of platform structures.

Operations
The Company has over several years invested in
research and design of a new concept for load out,
transportation, offshore installation and hook up
of platform structures providing a safer, environmentally friendly and more cost effective solution
to install offshore structures up to 7200 tons.
In 2007 the Company has contracted the building of
two Jack-up construction vessels at Labroy Offshore
Ltd’s yard in Batam, Indonesia. The total investment
is expected to be EUR 400 million with delivery in
Q1 and Q3 2010 respectively.
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ment team located in Oslo includes key administrative and management functions. In addition the
Company employs a significant number of consultants to assist with the construction of the vessels.
At the end of 2007 the Company had eight employees.
For 2007 the total sick leave was two days or 0.2%.
The Company had no serious accidents resulting in
personal injury or material damages.
One of the Company’s objectives is to create a work
environment with equal opportunities for both men
and women. The Company does not discriminate
on the grounds of sex, race or religion in any area,
including recruitment, pay, and promotion. Of the
eight people employed at the end of the year, two
were female. The board of directors consist of three
men and two women.
Please be referred to note 5 in the financial statement for details of the remuneration of the managing
director and board of directors.

Environmental Reporting

Organization, workplace environment
and employees

The Company will, when fully operational, have two
vessels in operation related to offshore installations
and will work to ensure that all sides of its operation
is conducted in an environmentally sensitive way.

The Company is in a build-up phase during the
building of the two vessels. Currently the manage-

During the construction of the vessels the Company
is actively monitoring the construction to ensure
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Overview of the development
and results
For Master Marine AS, 2007 was an exciting year.
The Company was finally able to initiate the Service
Jack concept after years of research and pre-design.
Contracts for building of two Service Jack vessels
were signed with Labroy Offshore Ltd in March.
In May the Company raised NOK 600 million in
a private share offering and NOK 420 million in
a convertible bond. The Company was listed on
the Norwegian OTC list on 23 May 2007 (ticker
MAMA).

Result

The operating loss for 2007 was EUR 1.80 million.
The Company had no revenue from operations during
the year as the Company is in a build-up phase. The
financial items gave a positive contribution of EUR
2.21 million. Based on this the Company were able
to obtain profit for the year of EUR 0.41 million,
increasing from a loss of EUR 0.46 million in 2006.
The profit for 2007 has been allocated to other
equity. Since the Company is in a build-up phase,
the board has not proposed any dividends for 2007.
As the Company plans a future listing on Oslo Børs
(Oslo stock exchange) the Company has prepared
its financial statements in accordance with International Financial Reporting Standards (IFRS) and
interpretations adopted by the International Accounting Standards Board (IASB) and IFRIC
as approved by the European Union (“EU”), and
the additional relevant requirements under the
Norwegian Accounting Act.
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that all aspects of health, safety and environment
industry standards are being followed.

Master Marine AS has assessed the functional
currency to be Euro from 2006, which is also the
reporting currency.
Cash flow and liquidity

Operational cash flow in 2007 was EUR -1.73 million.
Cash flow from investments was EUR -48.348 million and cash flow from financing was EUR 119.23
million. This gave a net increase in cash and cash
equivalents in 2007 of EUR 69.15 million. As a result
of this, the Company had a cash reserve of EUR
70.270 million at the end of 2007.
The cash reserve is sufficient to finance operations
until Q4, 2008. This means that the Company is
dependent on additional funding to finalize the
construction of the two vessels. The Company
is evaluating its options, and in discussions with
potential debt providers and investors the response
has been positive.

Financial exposure
The Company is exposed to a number of different
financial market risks like the possibility that
fluctuations in currency exchange rates, interest
rates and time charter/bare boat rates will affect the
value of the Company’s assets, liabilities and future
cash flows. The company frequently reviews and
assesses its primary financial market risks to reduce
and control these risks.
Once risks are identified, appropriate action is taken
to mitigate the specific risk. The primary strategy
used to reduce our financial market risks is the use
of derivatives, where appropriate. Derivatives may
be used in order to hedge the Company’s various net
exposures, as well as hedges of specific exposures.
Only well-understood, conventional derivative instruments like swaps, options and forward contracts
are used from highly rated financial institutions.

The Company was finally able to initiate the
Service Jack concept after years of research
and pre-design. Contracts for building of
two Service Jack vessels were signed with
Labroy Offshore Ltd in March.
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The Company has placed the majority of its funds in
Euro, except for funds necessary to cover contractual and administration costs in NOK the next years.
This reduces the exposure to currency exchange
risk.
The Company’s exposure to the risk of changes
in market interest rates is primarily related to the
Company’s investment in the capital market. Master
Marine’s objective is to minimize the exposure to
variability of cash flows arising from changes in interest rates. As of 31 December 2007, all the interest
bearing debt was fixed, as the convertible bond runs
at fixed interest rate. The Company trades only with
recognized, creditworthy third parties.
With respect to credit risk arising from the other
financial assets of the Company, comprising cash
and cash equivalents only as at 31 December 2007,
the Company’s exposure to credit risk arises from
default of the counterparty, with the maximum
exposure equal to the carrying amount of these
instruments. Such transactions are entered into only
with recognized, creditworthy third parties.
In connection with the Company’s vessel building
projects, prepayments are made to suppliers and
the shipyard and the Company has a small concentration of prepayments to these vendors. All payments to the yard are covered by refund guarantees
from banks approved by Master Marine. The risk for
a significant default situation is hence considered
small.
The Company monitors its risk to a shortage of
funds by closely monitoring the maturity of both
its financial investments and financial assets, and
projected cash flows from operations. Risk management includes maintaining sufficient cash, and the
availability of funding through an adequate amount
of committed credit facilities.
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Continued Operations
The board confirms that the assumption of continued operations forms the basis for the annual
accounts in accordance with the requirements of
the Accounting Act. The Company is dependent on
additional funding to finalize construction of the
vessels and remain optimistic with the prospect
of additional funding as the concept of jack up
construction vessels have been well received in the
market.

Future Prospects
Future prospects for the Company depend on the
activity in the oil and gas industry, and the number
of new installations, modifications and decommissioning of offshore installments. The Company
expects a significant activity of new offshore
installations in addition to modifications to existing
installations. The Company also expects an increase
in the decommissioning of existing installations
from 2010.
As the Service Jack Vessels are fully self-contained
and are able to install offshore structures by itself,
replacing several barges, tugs, crane vessels and accommodation rigs that are normally used in offshore
field developments, changes in the demand for
any of these will affect the market situation for the
vessels. In addition to a general high demand, the
rates for crane vessels and accommodation rigs have
increased substantially in 2007. The prospects for
the Company’s vessels are viewed as good.

Oslo, 30 April, 2008

Tom Vidar Rygh

Tom Røtjer

Rebekka Glasser Herlofsen

Bente Thiis Thornton

Chairman of the board				

Jetmund Hanssen

Per Johansson

CEO

The Company expects a significant
activity of new offshore installations
in addition to modifications to existing
installations.
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Financial statements 2007

MASTER MARINE AS

In 2007 the Company has contracted
the building of two Jack-up construction
vessels at Labroy Offshore Ltd’s yard in
Batam, Indonesia. The total investment
is expected to be EUR 400 million with
delivery in Q1 and Q3 2010 respectively.
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Master Marine AS			
Income statements (by nature of expense)
1 January - 31 December
				
			
				
			

Note

2007

2006

Revenue
3
Total revenue				

0
0

133
133

Cost of goods sold
Salary and personnel costs
5, 18
Other operating expenses
4
Depreciation, amortizations and impairment
13
Operating profit/loss
			

0
- 631
- 1,154
- 12
- 1,797

- 319
- 130
- 79
-4
- 399

Financial income
7
Financial expenses
7
Changes in fair value of embedded derivative of convertible bond 9
Net financial items
			

4,121
- 22
- 1,890
2,209

41
- 106

Profit/loss before tax
			

412

- 464

Income tax expense
Profit/loss for the year

0
412

0
- 464

412
412

-11
- 453
- 464

2007
0.01
0.01

2006
- 0.14
- 0.14

(1.000 EUR)		

11
			

Allocation of profit / (loss) for the year:
Other equity
Share premium
Total allocated
Earnings per share:
- Basic
- Diluted

			
12
12

- 65
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Master Marine AS
Balance sheets

				
		

(1.000 EUR)			
Note
ASSETS
Non-current assets
Property, plant and equipment
13
Total non-current assets
			

Current assets
Other current assets
Cash and cash equivalents
Total current assets
TOTAL ASSETS

15
16
			
			

EQUITY AND LIABILITIES
Equity
Paid in capital
Issued capital
Share premium
Total paid in capital			

17
17

Other equity
Retained earnings
Total other equity			
Total equity
			

31.12.2007

31.12.2006

56,444
56,444

40
40

84
70,270
70,354
126,798

24
1,083
1,107
1,147

647
70,284
70,932

53
751
804

412
412
71,343

0
0
804

47,825
7,207

Non-current liabilities
Convertible bond
9
Embedded derivative convertible bond
9
Other long term liabilities
Total non-current liabilities
			

55,032

0
0
37
37

Current liabilities
Accounts payable
19
Other current liabilities
19
Total current liabilities 			
Total liabilities
			
TOTAL EQUITY AND LIABILITIES		

244
178
422
55,454
126,798

261
45
306
343
1,147

Oslo, 30 April, 2008

Tom Vidar Rygh
Chairman of the board

Tom Røtjer

Rebekka Glasser Herlofsen

Bente Thiis Thornton

Jetmund Hanssen

Per Johansson
CEO
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Master Marine AS - Statement of changes in equity

				

Share
Share
capital
premium
			

(1.000 EUR)

Equity as at 01.01 2006:
Effect of implementing IFRS
Equity adjusted as at 01.01 2006
Share issues
Profit (loss) for the period
Equity as at 31.12 2006
Share issues
Profit (loss) for the period
Equity as at 31.12 2007

Retained
earnings
reserve

Total
equity

35

136

11

35

136

11

182
0
182

18

1,068
- 453
751

-11
0

1,086
- 464
804

69,533
0
70,284

412
412

70,127
412
71,343

53
594
647

Master Marine AS - Statement of cash flows
			
(1.000 EUR)
Note
Cash flow from operating activities		
Profit/(loss) after tax
Adjustment to reconcile profit after tax to net cash flows
Non-cash:
Depreciation and impairment of property, plant and equipment
13
Financial income
Financial expenses
Working capital adjustments:
Increase in trade and other receivables
Increase in trade and other payables
Net cash flow from operating activities
Cash flows from investing activities
Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment, net of cash
13
Interests received
Net gain financial investments
Net realized agio
Net cash flow used in investing activities
Cash flows from financing activities		
Proceeds from issue of shares
17
Net proceeds from borrowings
9
Repayment of borrowings
Interest paid
Net cash flow from financing activities

2007

2006

412

-464

12
- 4,121
1,912

4
- 41
106

- 60
116
- 1,729

77
205
- 113

0
- 53,209
344
2,025
2,492
- 48,348

6
-39
41
0
36
44

70,127
49,135
- 37
0
119,225

1,086
37
0
- 106
1,017

Net increase/(decrease) in cash and cash equvivalents		
69,148
948
Net currency translation effect
39
-4
Cash and cash equivalents at beginning of period
33
1,083
140
Cash and cash equivalents at end of period
33
70,270
1,083
				
The indirect method is applied			
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NOTES TO THE ACCOUNTS 2007

MASTER MARINE AS

The Company has over several years invested in
research and design of a new concept for load out,
transportation, offshore installation and hook up
of platform structures providing a safer, environmentally friendly and more cost effective solution
to install offshore structures up to 7200 tons.
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Master Marine AS (“Master Marine” or “the Company”) is a private limited company, incorporated in
Norway, headquartered in Oslo. The address of the
headquarter is Lilleakerveien 2B, 0283 Oslo, Norway.
Master Marine is an offshore service company,
specialising in transport and offshore installation of
heavy structures for the oil and gas industry.

2. Summary of significant
accounting policies
2.1 Statement of compliance
The financial statements of Master Marine have
been prepared in accordance with International
Financial Reporting Standards (IFRS) and interpretations adopted by the International Accounting
Standards Board (IASB) and IFRIC as approved by
the European Union (“EU”), and the additional
relevant requirements under the Norwegian
Accounting Act.
2.2 Basis of preparation
The financial statements have been prepared under
the historical cost convention, modified by financial
assets and financial liabilities (including derivative
instruments) at fair value through profit or loss.
The income statement is presented by nature of
costs (IAS 1). The principal accounting policies are
set out below.
2.3 Functional currency and presentation
currency
Master Marine has from 2006 applied Euro as
reporting currency for its financial statements, which
is also the functional currency of the company.
2.4 Adoption of new and revised standards
and interpretations
At the date of the authorisation of these financial
statements, the following standards and interpretations were in issue and have been endorsed by the
EU, but are not yet effective:
• IFRIC 11 IFRS 2: Group and Treasury Share
Transactions (effective 1 March 2007)
• IFRS 8 Operating Segments
(Effective 1 January 2009)
The Company anticipate that all of the above
Interpretations will be adopted in the Company’s
financial statements for the period commencing
1 January 2008 and that the adoption of those
Interpretations will have no material impact on the
financial statements of the Company in the period
of initial application.
Early adoption of Standards and Interpretations
The Company has elected to adopt the following in
advance of their effective dates:
• IFRS 8 Operating Segments (effective for accounting periods beginning on or after 1 January 2009)
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1. General information

2.5 Significant accounting judgments, estimates
and assumptions
The preparation of the financial statements requires
management to make judgments, estimates and
assumptions that affect the reported amounts of
revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the reporting
date. Management bases its judgments and estimates on historical experience and on various other
factors that are believed to be reasonable under the
circum-stances, the results of which form the basis for
making judgments about the carrying values of assets and liabilities that are not readily apparent from
other sources. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment to the carrying amount
of the asset or liability affected in the future. The key
sources of judgement and estimation of uncertainty
at the balance sheet date, that have a significant risk
for causing a material adjustment to the carrying
amounts of assets and liabilities within the next
financial year are discussed below.
Judgements
No particular key sources requiring judgement have
been identified as at the balance sheet date, other
than disclosed in the financial statement.
Estimates and assumptions
The following are key assumptions concerning
the future, and other key sources of estimation
uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within
the next financial year.
Tangible fixed assets/vessels
Depreciation of tangible fixed assets and vessels is
based on management estimates of the future life of
the assets and residual values. Estimates may change
due to changes in scrap value, technological development, competition and environmental and legal
requirements. The management reviews the future
useful life of the assets and each component on an
ongoing basis taking into consideration the above
mentioned factors. In case of changes in estimated
useful lives and/or residual values, the depreciation
of the assets is adjusted prospectively.
Impairment
Management assesses whether there are any indications of impairment for all non-financial assets at the
reporting date. The non-financial assets are tested
for impairment when there are indications that the
carrying values may not be recoverable. When value
in use calculations are performed, management must
estimate the expected future cash flows from the
assets or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of
those cash flows. This will be based on management’s
evaluations, including estimates of future performance, revenue generating capacity of the assets, and
assumptions of the future market conditions. Changes
in circumstances and in management’s evaluations
and assumptions may give rise to impairment losses.
The carrying value of tangible assets was EUR 56.44
million million and EUR 0.04 million as of as of 31
December 2007 and 2006, respectively.

MASTER MARINE AS
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Embedded derivative of convertible bond
The embedded derivative of the convertible bond is
estimated at fair value on initial recognition and recognised as a liability in the balance sheet. The embedded derivative will be fair valued through profit
or loss at every balance sheet date. Estimating fair
value requires management to make assumptions
about and determine the most appropriate inputs to
a proper valuation model, mainly based on market
conditions existing, and hence may be subject to
uncertainty. As of 31 December 2007 the fair value is
EUR 7.21 million.
Deferred tax assets are recognised for unused tax
losses and deductible temporary differences to the
extent that it is probable that taxable profit will be
available against which the losses and the temporary
differences can be utilised. Significant management
judgment is required to determine the amount of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits
together with future tax planning strategies. Please
be referred to note 11 for further details.
2.6 Revenue recognition
Revenue is recognised when it is probable that transactions will generate future economic benefits that
will flow to the company and the amount can be reliably estimated. Revenues are presented net of value
added tax and discounts.
Revenues from the sale of services and long-term
manufacturing projects are recognised in the income statement according to the project’s level of
completion provided the outcome of the transaction
can be estimated reliably. Progress is measured as
the number of hours spent compared to the total
number of hours estimated. When the outcome of
the transaction cannot be reliably estimated, only
revenues equal to the project costs that are incurred
is recognised as revenue. The total estimated loss on
a contract will be recognised in the income statement during the period when it is identified that a
project will generate a loss.
Interest income is recognised in the income statement based on the effective interest rate method as
the income is accrued.
2.7 Foreign currency
Transactions in foreign currency are translated at
the rate applicable on the transaction date.
Monetary items in a foreign currency are translated
into EUR using the exchange rate applicable on the
balance sheet date. Non-monetary items that are
measured at their historical price expressed in a
foreign currency are translated into EUR using the
exchange rate applicable on the transaction date.
Non-monetary items that are measured at their fair
value expressed in a foreign currency are translated
at the exchange rate applicable on the balance sheet
date. Changes to exchange rates are recognised in
the income statement as they occur during the
accounting period.

12
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2.8 Segments
The Company has early adopted IFRS 8 Operating
segments. For management purposes, the Company
will conduct business in one operating segment,
which is transport and offshore installation of heavy
structures for the oil and gas industry.
This primary reportable segment will be based on
the business being performed, and will be used by
the chief operation decision-makers for assessing
performance and allocating resources. In addition
the Company will report Other operations as a separate segment.
As the Company at present is in the building phase
of the vessels, the Company yet has to earn revenues
within the segment, and thus has no reportable segments as of 31 December 2007.
2.9 Borrowing costs
Borrowing costs directly attributable to acquisition,
construction or production of qualifying assets,
which are assets that necessarily take a substantial
period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such
time as the assets are substantially ready for their
intended use or sale. Investment income earned on
the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation. All other borrowing costs are recognised in
profit or loss in the period in which they are incurred.
2.10 Income tax
The tax expense consists of the tax payable and
changes to deferred tax. Deferred tax/tax assets
are calculated on all differences between the book
value and tax value of assets and liabilities, with the
exception of:
•

•

temporary differences linked to goodwill that are
not tax deductible
temporary differences related to potential future
investments in subsidiaries, associates or joint
ventures when the Company controls when the
temporary differences are to be reversed and this is
not expected to take place in the foreseeable
future. As the Company currently has no sub sidiaries, associates or joint ventures, this is not
relevant at the date of the financial statements.

Deferred tax assets are recognised when it is probable that the Company will have a sufficient profit for
tax purposes in subsequent periods to utilise the tax
asset. The Company recognises previously unrecognised deferred tax assets to the extent it has become
probable that the Company can utilise the deferred
tax asset. Similarly, the Company will reduce a
deferred tax asset to the extent that the Company
no longer regards it as probable that it can utilise the
deferred tax asset.
Deferred tax and deferred tax assets are measured on
the basis of the expected future tax rates applicable.
Deferred tax and deferred tax assets are recognised
at their nominal value and classified as non-current

Taxes payable and deferred taxes are recognised
directly in equity to the extent that they relate to
equity transactions.
2.11 Vessels under construction and other
tangible assets (non-financial)
Vessels under construction are classified as noncurrent assets and recognised at cost until the
production or development process is completed.
Vessels under construction are not depreciated
until the asset is taken into use.
Tangible assets are recognised at cost less accumulated depreciation and impairment losses. When
assets are sold or disposed of, the carrying amount
is derecognised and any gain or loss is recognised in
the income statement. The cost of tangible noncurrent assets is the purchase price, including
taxes/duties and costs directly linked to preparing
the asset ready for its intended use. Costs incurred
after the asset is in use, such as regular maintenance
costs, are recognised in the income statement,
while other costs that are expected to provide future
financial benefits are capitalised. Vessels under
construction and other non-financial tangible assets
are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying
value may not be recoverable. An impairment loss is
recognised by the excess value of the carrying value
of the asset and the recoverable amount, and recognised in the income statement. The recoverable
amount is the higher of the asset’s net selling price
and its value in use. The value in use is determined
by reference to the discounted future net cash flows
expected to be generated by the asset. A previously
recognised impairment loss is reversed only if there
has been a change in the estimates used to determine the recoverable amount, however limited by
the carrying value if no impairment loss had been
recognised in prior years.
Depreciation is calculated using the straight-line
method over the following useful life, taking residual
values into consideration. Components with
different economic useful life are depreciated on a
straight-line basis, over the components useful life.
The depreciation period and method are assessed
each year. A residual value is estimated at each
year-end, and changes to the estimated residual
value are recognised as a change in an estimate.
Ordinary repairs and maintenance expenses are
recognised in the income statement in the financial
period in which they are incurred. Costs related to
major inspections/classification are recognised in
the carrying value of the vessels if certain recognition criteria are satisfied. The recognition is made
when the docking has been performed and is depreciated based on estimated time to the next inspection. Any remaining carrying value of the cost of the
previous inspection is de-recognised. The remaining
costs that do not meet the recognition criteria are
recognised as repairs and maintenance expenses.

NOTES TO THE ACCOUNTS 2007

asset investments (long-term liabilities) in the balance sheet.

2.12 Investments and Other Financial Assets
The Company classifies its financial assets in the
following categories: financial assets at fair value
through profit or loss, loans and receivables and
available-for-sale financial assets. The classification
depends on the purpose of which the investments
were acquired. Management determines the classification of its financial assets at initial recognition
and re-evaluates this designation at every reporting
date. When financial assets are recognised initially,
they are measured at fair value, plus, in the case of
investments not at fair value through profit or loss,
directly attributable transaction costs. The purchases
and sales of financial assets are recognised on the
trade date.
1. Financial assets at fair value
through profit or loss:
This category has two sub-categories:
financial assets held for trading, and those
designated at fair value through profit or loss
at inception. A financial asset is classified in this
category if acquired principally for the purposes
of selling in the short term or if so designated
by management. Derivatives are also categorized
as held for trading unless they are designated
as hedges. Gains or losses on investments held
for trading are recognised in the profit and loss
account.
2. Loans and receivables:
Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Loans
and receivables are carried at amortized cost
using the effective interest method, less any
allowance for impairment. Gains and losses are
recognised in income when the loans and
receivables are de-recognised or impaired, as
well as through the amortization process.
3. Available-for-sale financial assets:
Available-for-sale financial assets are non-derivatives that are either designated in this category
or not classified in any of the other categories.
After initial recognition, available-for-sale financial
assets are measured at fair value with gains or
losses being recognised as a separate component
of equity until the investment is derecognised, at
which time the cumulative gain or loss previously
reported in equity is included in the income statement. The fair value of investments that are
actively traded in organized financial markets
is determined by reference to quoted market
bid prices at the close of business on the balance
sheet date. For investments where there is no
active market, fair value is determined applying
commonly used valuation techniques.
2.13 Impairment of financial assets
At each balance sheet date management assesses
whether there are indications that a financial asset
or a group of financial assets is impaired. If such
impairment is indicated for loan and receivables
carried at amortized cost, the amount of impair-
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ment loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The impairment loss is recognised in profit and
loss. If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognised in the
income statement, to the extent that the carrying
value of the asset does not exceed its amortized cost
at the reversal date.
2.14 Financial liabilities - Borrowings
Borrowings are initially recognised at the fair value
of the consideration received less directly attributable transaction costs. After initial recognition,
borrowings and the related transaction costs are
subsequently measured at amortized cost using
the effective interest method. Gains and losses are
recognised in net profit or loss when the liabilities
are de-recognised as well as through the amortization process. Borrowings containing prepayment
options are evaluated to determine if these options
are closely related to the cost instrument or are
embedded derivatives. In assessing whether the
option is closely related, we consider whether the
exercise price is approximately equal to the amortized cost at each exercise date. Prepayment options
accounted for as embedded derivatives are recorded
at fair value.
2.15 Derecognition of financial
assets and liabilities
A financial asset is derecognised when:
-

-

The rights to receive cash flows from the asset
have expired;
The Company retains the right to receive cash
flows from the asset, but has assumed an obligation to pay them in full without material delay to
a third party under a ‘pass-through’ arrangement;
or
The Company has transferred its rights to
receive cash flows from the asset and either
(a) has transferred substantially all the risks and
rewards of the asset, or (b) has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control
of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled
or expires. Where an existing financial liability is
replaced by another from the same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange
or modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amounts
is recognised in profit or loss.

14
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2.16 Cash and cash equivalents
Cash includes cash in hand and at bank. Cash equivalents are short-term liquid investments that can
be immediately converted into a known amount of
cash and have a maximum term to maturity of three
months.
2.17 Equity
Equity and liabilities
Financial instruments are classified as liabilities or
equity in accordance with the underlying economical
realities.
Interest, dividend, gains and losses relating to a
financial instrument classified as a liability are recognised in the income statement. Amounts distributed
to holders of financial instruments that are classified
as equity will be recognised directly in equity.
Convertible bonds and similar instruments including
a liability and/or an equity element are divided
into two components when issued, and these are
recognised separately as a liability or equity. As the
functional currency of the Company is EUR, the
convertible bond of the Company in NOK consisting
of the loan and derivative are accounted for as a
financial liability. Under IFRS the net proceeds from
the issue of the convertible loan is split between the
liability element (the base loan) and an embedded
derivative (the option to convert into shares). The
embedded derivative represents the fair value of
the embedded option to convert the liability into
equity of the Company. Normally this split is made at
inception with the value of the embedded derivative
being recorded to equity, and this value in equity is
not remeasured at future dates. However, because
this conversion right is denominated in NOK, the
embedded derivative is recognised as a liability.
Treasury shares
When treasury shares are repurchased, the purchase
price including directly attributable costs is recognised in equity. Treasury shares are presented as a
reduction in equity. Losses or gains on transactions
involving treasury shares are not recognised in the
income statement.
Costs of equity transactions
Transaction costs directly related to an equity
transaction are recognised directly in equity after
deducting tax expenses.
2.18 Employee benefits
Defined contribution plans
The company has defined contribution retirement
benefit plans. A defined contribution plan is a
pension plan under which the company pays fixed
contributions into a separate entity, and has no
further obligations. Contributions to defined contribution retirement benefit plans are recognised as
an expense when employees have rendered service
entitling then to the contributions.
2.19 Provisions
A provision is recognised when the Company has
an obligation (legal or self-imposed) as a result of a
previous event, it is probable (more likely than not)

A provision for a guarantee is recognised when the
underlying products or services are sold. The provision
is based on historical information on guarantees and
a weighting of possible outcomes according to the
likelihood of their occurrence.
Restructuring provisions are recognised when the
Company has approved a detailed, formal restructuring plan and the restructuring has either started or
been publicly announced.
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that a financial settlement will take place as a result
of this obligation and the size of the amount can be
measured reliably. If the effect is considerable, the
provision is calculated by discounting estimated
future cash flows using a discount rate before tax
that reflects the market’s pricing of the time value of
money and, if relevant, risks specifically linked to the
obligation.

5. Salary and personnel expense and
management remuneration

(1.000 EUR)

Salaries and holiday pay
Pension costs defined
contribution plans (Note 18)
Other personell costs
Total salaries and
personnel expense
The number of man-years
that has been employed
during the financial year:

2007
529

2006
128

13
89

2

631

130

4

1

Provisions for loss-making contracts are recognised
when the Company’s estimated revenues from a
contract are lower than unavoidable costs which
were incurred to meet the obligations pursuant to
the contract.
2.20 Earnings per share
Basic earnings per share are calculated by dividing
net profit (loss) for the year by the weighted average
number of shares outstanding in the relevant period.
Diluted earnings per share are calculated based
on the if-converted method; the profit/(loss) for the
Company, adjusted by the interest cost (after tax)
of the convertible bond, in addition to changes in
market value of the conversion rights and fair value
of share options, divided by the average number of
outstanding shares weighted over the relevant period and the potential number of shares converted, if
the criteria for conversion is fulfilled.

3. Segment Information
The Company has no reportable segments as of
31 December 2007.

4. Other Operating Expenses
(1.000 EUR)

Advertising
Repair and maintenance costs
Rental and leasing costs
Travel costs
Consultancy fees and
external personnel
Office and administrative costs
Other operating costs
Total operating costs

Specification auditor’s fee
Statutory audit
Total

2007

2006

23
23

3
3

2007
65
28
75
122

2006
5

805
39
19
1,154

8
8
11
79

17
30

VAT is not included in the audit fees specified above.

MASTER MARINE AS

I

ANNUAL REPORT 2007

15

Management remuneration
The management consists of the CEO and the CFO.

			
(1.000 EUR)

Board
Salary
remuneration 		

Management
Per M. Johansson (CEO)
Anders Bruun-Olsen (CFO)
Board of directors
Roger Kristiansen
(Chairman of the board until 23 Nov. 2007)
Endre Aadnøy
(board member until 23 Nov. 2007)
Per M. Johansson
(board member until 23 Nov. 007)
Tom Vidar Rygh
(Chairman
of the board from 23 Nov. 2007)
   
Tom Røtjer
(board member from 23 Nov. 2007)
Rebekka Glasser Herlofsen
(board member from 23 Nov. 2007)
Bente Thiis Thornton
(board member from 23 Nov. 2007)
Jetmund Hanssen
(board member)
Total remuneration

Benefits
in kind

Total
remuneration

182

13

195

79

1

80

19
9.5
9.5
  

                   
     
  

    
   

9.5
47.5

261

14

75
350

No specific termination benefits are agreed. Pensions are included.

Shares held by management and members of the board:

6. Transactions with related parties

Per M. Johansson (CEO)
1,226,249
Anders Bruun-Olsen (CFO)
59,110
Tom Vidar Rygh (Chairman of the board)
Tom Røtjer (board member)
Bente Thiis Thornton (board member)
Rebekka Glasser Herlofsen (board member)
Jetmund Hanssen (board member)
*
Total
1,285,359

The Company has a framework agreement with
Semar AS (“Semar”) under which Semar supplies
Master Marine with marine engineering, maritime
operations, management and administrative assistance, at agreed rates per hour. Member of the Board
of directors Jetmund Hanssen, owns 19 % of the
shares in the company Luen AS, is employed with
Semar, and hired by Master Marine as a project manager under the framework agreement. The company
Luen AS, which has been demerged from Semar,
owns 3.19% of the shares in Master Marine and also
some of the shares in Semar.

* Jetmund Hanssen has 19% of the shares in Luen AS,
which holds 3.19% of the shares in Master Marine.
On 7 June 2005 the CEO was granted share options
in the number of 31,736 with exercise price NOK 11.
The options were exercised in January 2007. Due to
immateriality, the cost is not recognised in the income
statement as of 31 December 2007.

Based on the framework agreement, the Company
purchased services from Semar of total EUR 191,668
in 2007 (EUR 22,993 in 2006).
The former provider of financial services for Master
Marine AS was the companies Nyrud Finans AS and
Mont Blanc AS. Nyrud Finans AS is 100% owned by
former Chairman of the Board, Roger Kristiansen,
and Mont Blanc AS is 100% owned by former Chairman of the Board Roger Kristiansen and CEO Per
Johansson together. Total purchases from the two
companies were respectively EUR 57,439 (EUR
48,302 in 2006) and EUR 6,561 (EUR 13,399 in 2006).
All the transactions with related parties are carried
out at arms length prices.
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7. Financial income and expenses

				
(1.000 EUR)
2007
2006

Financial income
Interest income
Foreign exchange gains
Total financial income

1,589
2,532
4,121

5
37
41

Financial expenses
Interest expense
Foreign exchange losses
Other financial expenses
Total financial expenses

2007
2
12
8
22

2006
2
3
101
106

8. Investments and other financial instruments
Classification of financial assets and liabilities as of 31 December 2007:

				

Loans and
receivables

Financial
liabilities at
fair value
through profit
(1.000 EUR)
   
and loss
Financial assets			
Other current assets
84
Cash and cash equivalents
70,270
Total financial assets
70,354		
Financial liabilities			
Convertible bond
Embedded derivative of convertible bond
7,207
Accounts payable
Other current liabilities
Total financial liabilities		
7,207

9. Convertible Bond
The Company issued a convertible bond of NOK
420 million in May 2007. Each bond has a nominal
value of NOK 1. The convertible bond has a
three-year maturity with an option to convert
to shares after 30 May 2008. The bond carries a
fixed interest rate of 6% per annum, payable on
the maturity date. The loan runs without instalments. The conversion price is NOK 16.25, subject
to adjustment in the events of new share issues
or other equity transactions. Hence the bonds
are convertible on the basis of one ordinary share
for every 16.25 bonds held, a total of 25,846,154
shares. The conversion right is not separable
from the bond. The Company shall maintain an
equity ratio in excess of 18%, as well as standard
financial covenants. The covenants are fulfilled as
of 31 December 2007.

Other financial
liabilities

47,825
244
198
48,267

As the functional currency of the Company is
EUR, the entire foreign currency convertible bond
is accounted for as a liability, comprising a host
foreign currency debt instrument that is subject
to the translation rules of IAS 21 and an embedded
derivative liability with equity and foreign currency
characteristics that will be fair valued through profit
or loss in accordance with IAS 39. The initial carrying amount of the bond (the host instrument) is the
residual amount after separating the embedded
derivative.
The fair value of the embedded derivative is
estimated by applying the Black-Scholes model,
using a volatility of 25% on the issue date and of
30% on 31 December 2007, a share price of NOK
12.50 on the issue date and a share price of 13.50
on 31 December 2007. In relation to the issue of
the convertible bond NOK 21.15 million incurred
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in expenses. This amount is amortized over the
duration of the convertible bond.
In terms of volatility, historic volatility for the
shares of the Company is difficult to calculate
due to the limited number of trades in the share,
but based on average buy and sell prices it is
assumed to be around 30%. The demand for convertibles is usually lower than for standardised
options, and generally there is a larger discount
on less liquid shares. However, the parameters
applied in the calculations of fair value for the
embedded derivative would be similar to those of
an ordinary option. Considering the listing status
(OTC listing, not too liquid at present) the volatility applied for the calculations of fair value is 30%
as stated above. The interest rate applied in the
model is 2 years NOK swap of 5.75% (as of 31
December 2007) and 3 years NOK swap of 5.64%
(as of the issue date of the bond).
The fair value calculations are subject to uncertainty due to non-quoted market prices and the
use of a valuation model.
The table below shows the change in fair value of
the derivative element of the bond:
1.000 EUR
31.12.2007
Fair value on issue date
- 5,317
Fair value adjustment
- 1,890
Fair value on 31 December
- 7,207

31.12.2006

risk by balancing receivables and liabilities per
the currencies relevant to the Company. It is the
policy of the Company to hold liquid funds and
earn margins in EUR, USD and NOK. The Board
will set limits for when margins earned shall be
converted to the functional currency.
Currency Risks
The functional currency of Master Marine is EURO.
The Company has two vessels under construction,
of which the contractual amounts mainly are in
Euro. The Company has raised equity in NOK, and
has issued a convertible loan in NOK. The Company
assumes that the operating income and costs
mainly will be in Euro when the vessels have
been delivered, with the exception of the administrative and other operating expenses that will
be denominated in NOK, however not regarded as
material to the Company. The Company may also
conduct business in USD currency areas, where
operating income will be denominated in USD.
This exposes the Company to a low foreign exchange risk.
The following table shows the sensitivity to a
reasonably possible change in the EUR exchange
rate, with all other variables held constant, of
the Company’s profit before tax, mainly due to
changes in the fair value of monetary assets:
+/- % point in
exchange rate
EUR/NOK

2007
2006

10
10

Effect on profit
before tax
(1.000 EUR)

Effect on
equity
(1.000 EUR)

- 275 / 282
- 13 / 13

- 198 / 203
-9/9

10.	Financial Instruments and
Risk Management
Risk Management Overview
The Company is exposed to a number of different
financial market risks arising from our normal
business activities. Financial market risk is the
possibility that fluctuations in currency exchange
rates, interest rates and time charter/bare boat
rates will affect the value of our assets, liabilities
or future cash flows. To reduce and manage these
risks, management periodically reviews and
assesses its primary financial market risks. Once
risks are identified, appropriate action is taken to
mitigate the specific risk. The primary strategy
used to reduce our financial market risks is the
use of derivatives, where appropriate. Derivatives
may be used in order to hedge the company’s
various net exposures, as well as hedges of
specific exposures. When the use of derivatives
is deemed appropriate, only well-understood,
conventional derivative instruments are used.
These may include swaps, options and forward
contracts. It is management’s policy to enter into
derivative financial instruments with only highly
rated financial institutions. The Company uses
derivatives only for the purposes of managing
risks associated with interest rate and currency.
The Company does not trade or use instruments
with the objective of earning financial gains in
interest rate fluctuations alone, nor does it use
instruments where there are not underlying exposures. The Company aim to minimize the currency
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Interest Rate Risk
The Company’s exposure to the risk of changes
in market interest rates is primarily related to the
Company’s investment in themoney market. Our
risk management objective for interest rate risk
is to minimize the exposure to variability of cash
flows arising from changes in interest rates.
As of 31 December 2007, all the interest bearing
debt was fixed, as the convertible bond runs at
fixed interest rate.
Interest rate risk table
The following table demonstrates the sensitivity
to a reasonably possible change in interest rates,
with all other variables held constant, of the
Company’s profit before tax:

+/- basis points in interest rate
50
50

127 / - 127
5 / -5

Credit Risk
The Company trades only with recognized,
creditworthy third parties. Receivable balances
are monitored on an ongoing basis with the
result that the Company’s exposure to bad debts
is not significant. The maximum exposure is the
carrying amount as disclosed in Note 15. There
are no other, except for those mentioned below,
significant concentrations of credit risk within the
Company.
With respect to credit risk arising from the other
financial assets of the Company, comprising cash
and cash equivalents only as at 31 December
2007, the Company’s exposure to credit risk arises
from default of the counterparty, with the maximum exposure equal to the carrying amount of
these instruments. However, the Company does
not anticipate non-performance by any of the counter parties, as such transactions are entered into
with only recognized, creditworthy third parties.
In connection with the Company’s vessel building projects, prepayments are made to suppliers
and the shipyard and the Company has a small
concentration of prepayments to these vendors.

At 31.12.2007
(1.000 EUR)
Vessels under construction
Convertible bond
Trade and other payables

Effect on profit before tax

Less than
3 months

Effect on equity
91 / - 91
4/-4

The exposure is consistently monitored and assessed. All payments to the yard are covered by
refund guarantees from banks approved by Master
Marine. The risk for a significant default situation
is hence considered small. Total prepayments as
of 31 December 2007 amounted to about EUR
47.98 million.
Liquidity risk
The Company monitors its risk to a shortage of
funds by closely monitoring the maturity of both
its financial investments and financial assets, and
projected cash flows from operations. Risk management includes maintaining sufficient cash, and
the availability of funding through an adequate
amount of committed credit facilities. Due to the
dynamic nature of the underlying business, the
Company maintains sufficient cash for its daily
operations via short term cash deposits at banks.  
The Company has a funding requirement of about
EUR 270 million to meet the contractual obligations.
The table below summarizes the maturity profile
of the Company’s financial liabilities based on
contractual undiscounted cash flows:

3 to 12 months

1 to 5 years

148,450

173,606
62,850

Over 5 years

244

Financial Instruments
Fair Value of Financial Instruments
Set out below is a comparison by category for
carrying amounts and fair values of all of the
Company’s financial instruments that are carried
in the financial statements. The following estimated fair value amounts of the Company’s

Total
322,055
62,850
244

At 31.12.2006					
Other liabilities
Trade and other payables
261

Capital Management
The primary objective of the Company’s management is to ensure that it maintains a strong credit
rating and healthy capital ratios in order to support
its business and maximise shareholder value.
The Company manages its capital structure and
makes adjustments to it, in light of changes in
economic conditions. The Company is still in
the process of establishing the specific capital
management policies, also subject to covenants
requirements with respect to the external financing. Please be referred to note 9 for further information of this.
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(1.000 EUR)
2007
2006

37

financial instruments have been determined by
the Company, using appropriate market information and valuation methodologies. The carrying
amount of cash and cash equivalents are a reasonable estimate of their fair value. The Company
has NOK bond loan as of 31 December 2007.
Judgment is required to develop estimates of fair
value, thus the estimates provided herein are not
necessarily indicative of the amount that could be
realized in a current market exchange. The interest rate as of May 2007 and 31 December 2007
were about the same. The credit spread has however increased a 100%. The difference between
the bond interest rate of 6% and the 3 years swap
interest rate as of 1 June 2007 of 5.64% amounts
to 36 basispoints. The 2.5 years swap interest rate
as of 31 December 2007 (corresponding to the
remaining time to maturity of the bond) is 5.63%,
an increase in the credit spread would indicate 72
basispoints, amounting to a comparable interest
rate (to the fixed bond interest rate) of 6.35%.
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        31.12.2007
1.000 EUR
Other current assets
Other financial assets
Cash and cash equivalents
Total financial assets
Convertible bond
Embedded derivative of convertible bond
Accounts payable
Other current liabilities
Total financial liabilities

The Company has sold NOK and bought EUR
spot during 2007, primarily related to payments
to the yard, and bought SGD and sold NOK for
miscellaneous costs in Singapore/Batam. Further,
the company has made placements of NOK for a
certain period of time, in connection with sale of
a EUR/NOK put option (European) with a given
strike. The option premium increases NOK-interest
for the period. If EUR/NOK spot rate on the exer-

Fair value
84
44,828
25,442
70,354

Carrying value
84
44,828
25,442
70,354

- 47,729
- 5,811
- 244
- 198
- 53,982

- 47,825
- 5,811
- 244
- 198
- 54,078

cise date on or beyond the strike, the return will be
the main amount in EUR plus interest for the period
in NOK. If EUR/NOK rate is above strike, the main
amount will be returned plus interest in NOK. The
Company has invested in interest-bearing certificates in 2007. The Company has no swaps or other
financial instruments other than an investment
in certificates classified as cash equivalents as at
31 December 2007.

11. Income tax
1.000 EUR
Tax payable
Changes in deferred tax
Income tax expense
Tax payable for the year
Correction of previous years current income taxes
Total tax payable

2007
0
0
0

2006
0
0
0

0
0
0

0
0
0

Reconciliation of the effective rate of tax and nominal tax rate applicable to Master Marine AS:
1.000 EUR
Pre-tax profit
Expected income taxes according to income tax rate 28%
Non deductable expenses
Non-taxable income
Deferred tax asset from losses carried forward not
recognised in balance sheet
Other
Income tax expense

2007
412
115
3

2006
- 464
130
3

937
- 1,055
0

- 127

2007

2006

120
2,193
2,313

164
164

0

Deferred tax and deferred tax assets:
1.000 EUR
Deferred tax assets
Long term liabilities at amortised cost
Tax losses carried forward
Deferred tax assets - gross

Deferred tax liabilities		
Property, plant and equipment
681
Other investments at fair value
97
Other
435
Deferred tax liabilities - gross
1,213
Net unrecognised deferred tax assets/(liabilities)
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1,100

1

1
163

12. Earnings per share
The basic earnings per share are calculated as the
ratio of the profit for the year that is due to the shareholders divided by the weighted average number of
ordinary shares outstanding.

The Company has a total tax loss carried forward
of EUR 7,833,573 as at 31 December 2007 (2006:
585,780) which never expires.

2007
34,111,344

2006
3,256,951*

34,111,344

31,736
3,288,687

411,699

- 463,665

2007
                      0,01
                      0,01

2006
                 - 0,14
                  - 0,14

Average number of shares outstanding
Effect of dilutive potensial ordinary shares:
Convertible bonds
Share options
Diluted average number of shares outstanding
Proft/loss for the year:
Earnings per share:
- Basic
- Diluted

*On 19 January 2007, the general assembly resolved a share split in the range of 1 to 10.
Warrants issued (see note 17 for details) and the
convertible bond (see note 9) are not in-the-money
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As the Company at present does not have operating income or contracts with customers, deferred
tax asset is not recognised in the balance sheet
as of 31 December 2007.

as of 31 December 2007, and as such not dilutive
as of the reporting date, and not considered in the
calculations of dilutive earnings per share.

13. Property, plant and equipment
Vessels
under
(1.000 EUR)
construction
Accumulated cost 1 January		
Additions
56,331
Accumulated cost 31 December
56,331

Other
2007
fixed
total
assets		
54
54
85
56,416
139
56,470

Other
fixed
assets
14
40
54

2006
totalt
14
40
54

Accumulated depreciation 1 January		
Depreciation
Accumulated depreciation 31 December

- 14
- 12
- 26

- 14
- 12
- 26

-10
-4
-14

- 10
-4
- 14

Carrying value 31 December

113

56,444

40

40

Economic life
Depreciation method

56,331

5-10 year
linear

In 2007 the company entered into a construction
contract with Labroy Offshore Ltd for the building
of two Jack-up construction vessels. The two vessels will be delivered in Q1 and Q3 2010 according to the contract. The vessels will be delivered
on a turn-key lump sum basis, whereby Labroy
is responsible for engineering, procurement, construction, commissioning, testing and delivery of
the first vessel in Q1 2010 and the second vessel
six months thereafter.  All long lead items forming
part of the Owner Furnished Equipment (“OFE”)
under the construction contracts for the two Jack-

up Construction Vessels have been duly ordered
by Master Marine. The OFE includes cranes from
Huisman-Itrec, ABB generators, switchboards,
electrical motors and transformers, Kongsberg
Automation and DP-II system, Mitab (Mitsubishi
Volvo Penta) main engines and Schottel azimuth
propellers.
Most of the additions in 2007 represent prepayments to the shipyard in agreement with the construction contracts, and subject to refund guarantees from banks approved by Master Marine.
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The capitalized amounts on the vessels include (1.000 EUR):
Instalments paid to the yard in 2007 according to the construction contract
Project management costs
Capitalized borrowing expenses
Capitalized currency translation differences on borrowings
Capitalized financial income on excess liquidity from borrowings
Capitalized amounts on the vessels for the year

14. Contractual obligations

15. Other current assets

The table discloses contractual obligations the
next five years in accordance with the obligations
of the Company, all incurred in connection with
the vessels under construction.
1.000 EUR
2008
2009
2010
2011
2012
After 2012
Total		

2007
47,976
5,148
3,161
846
- 800
56,331

2007
148,450
104,954
68,652

2006

322,056

0

1.000 EUR
Pre-paid expenses
Other current assets
VAT refund
Total other current assets

2007
19
3
63
84

2006
24

24

The Company had no trade receivable as of 31 December
2007, and thus there was no bad debt provision.

16. Cash and cash equivalents		
Cash and cash equivalents include demand deposits and all highly liquid financial instruments
purchased with maturities of three months or less.
1.000 EUR
Cash
Cash equivalents (Monetary fund)
Cash equivalents (Certificates (maturing in January 2008))
Cash and cash equivalents in the balance sheet
Cash and cash equivalents in the cash flow statement

2007
17,071
8,371
44,828
70,270
70,270

2006
1,083

1,083
1,083

Restricted cash amounts to TEUR 67.

17. Share capital and shareholder information
Total number of shares
Nominal value pr share

2007
52,829,660
NOK 0,1

2006
451,230
NOK 1

Changes to share capital and premium:
No. of
shares
2007
2006
Ordinary shares
At 1 January
Share issues
Losses allocated to share premium
At 31 December
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Premium
(1.000 EUR)
2007 2006

4,512,300*
48,317,360

297,986
1,53,244

53
594

35
18

751
69,533

52,829,660

451,230

647

53

70,284

*The nominal value per share is NOK 0,1 after a
share split in the range of 1 to 10 was resolved on
the general assembly 19 January, 2007.
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Share capital
(1.000 EUR)
2007 2006

136
1,068
- 453
751

All issued shares have equal voting rights and the
right to receive dividend.
For calculation of earnings pr share and diluted
earnings pr share please be referred to note 12.

Name

Account
type

Country of
origin

Arion Custody
NOM
ISL
Labroy Marine Ltd
SGP
Brown Brothers Harri S/A Oppenheimer Que
USA
Goldman Sachs Int. - Security Separation
GBR
Luen AS
NOR
Johansson Per Martin
NOR
Mellon Bank AS Agent Mellon Bank NA
A/C Mellon Nominee 1
NOM
USA
Pensjonskassen Statoil
NOR
ABN Amro Global Cust A/S AAGC/Clients Acc
NOM
NLD
Verdipapirfondet KLP
NOR
Claessen Harold
NLD
Brown Brothers Harri S/A Oppenheimer Inte
USA
Statoil Forsikring AV/Statoil Kapitalforvaltning
NOR
GMC Holding AS
NOR
Sandven AS O.J. C/O Kvam Rekneskapskontor
NOR
430,000
BNP Paribas Secs Ser S/A Henderson Global
NOM
GBR
Consultor Partner AS
NOR
Bear Stearns Securit A/C Customer Safe K
NOM
USA
Kaupthing Absolutt c/o Kaupthing Forvaltning
NOR
Berryman Nicholas Gay
NOR
Total 20 largest shareholders 			
Other
Total shares			

In 2007 the Company issued warrants to all shareholders on a pro rata basis, 5,925,000 in total,
vesting in 2010, 2011 and 2012 respectively
(1/3 each year). The subscription price is NOK
12.50. The actual number of shares that may be
subscribed varies depending on the share price
in certain intervals prior to the subscription. If the
increase in share price over the subscription price
for the certain period is less than 11.99%, no
warrants can be exercised.

Number of
shares

Ownership
interest

25,542,000
8,726,400
3,352,300
2,908,800
1,684,010
1,226,249

48.35%
16.52%
6.35%
5.51%
3.19%
2.32%

1,173,320
1,011,723
1,000,000
680,000
647,340
641,900
465,669
436,850
0.81%
281,080
266,180
190,000
180,000
167,020
51,010, 841
1,818,819
52,829,660

2.22%
1.92%
1.89%
1.29%
1.23%
1.22%
0.88%
0.83%
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The 20 largest shareholders as of 9 April 2008 are:

0.53%
0.50%
0.36%
0.34%
0.32%
96.56%
3.44%
100.00%

18. Pensions and other long-term
employee benefits
Defined contribution plan
The Company has a defined contribution plan,
covering 5% of the salary between 1-6 G and 8%
of the salary between 6-12 G.
The contributions recognised as expenses in the
income statement equalled TEUR 13 and 0 in
2007 and 2006 respectively.

19. Accounts payable and other current liabilities
Cash and cash equivalents include demand deposits and all highly liquid financial instruments
purchased with maturities of three months or less.
1.000 EUR
Trade accounts payables
Government taxes, tax deductions etc.
Other short term liabilities
Total

2007
244
107
91
442

2006
261
17
28
306
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20. Events after the balance sheet date

21. Explanation of transition to IFRS

First Securities has instituted legal proceedings against Kaupthing ASA regarding the
termination of a financial advisors’ agreement
in connection with the share and bond offerings done in 2007. Kaupthing ASA has recourse
against Master Marine AS if First Securities ASA
succeeds in its claim. Both Kaupthing ASA and
Master Marine AS dispute the claim.

This is the company’s first accounts presented in
accordance with IFRS.

No other material events have taken place after
the balance sheet date.

The accounting principles described in note 2
have been used to prepare the company’s financial statements for 2007, comparable figures for
2006 and an IFRS opening balance sheet as at
1 January 2006, which is the Company’s date of
transition from Norwegian accounting principles
(NGAAP) to IFRS.
In connection with the preparation of the IFRS
opening balance sheet, the Company has made
some adjustments to the accounting figures
compared to those reported earlier in the Company’s annual financial statements that were
prepared according to NGAAP. The effect of the
transition from NGAAP to IFRS on the Company’s
financial position, the Company’s results and
the Company’s cash flow is demonstrated in this
note. As will be seen, the transition to IFRS in the
IFRS opening balance sheet as of 1 January 2006
has not led to any significant changes in the financial statements, apart from reversal of deferred
tax asset, which is not necessarily an effect of the
transition to IFRS.
The financial statements according to NGAAP
have been prepared in NOK as functional currency.
The company has defined their functional currency as EUR. In the reconciliation below, the
financial statements prepared according to
NGAAP have been converted to EUR as if EUR
always has been the functional currency of the
company.
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Reconciliation of transitional effects
       01.01.2006
NGAAP

Effect of
IFRS
transition to
1.000 EUR
to IFRS
Assets				
Non - current assets
Deferred tax asset
24
- 24
Property, plant and equipment
3
                3
Total non - current assets
27
24
                3
Other current assets
47
47
Other financial assets
53
53
Cash and cash equivalents
140
140
Total current assets
240		
240
Total assets
267
- 24
243
Equity and liabilities				
Issued capital
35
              35
Share premium
136
            136
Other equity
53
             - 24
              29
Total equity
224
- 24
200
Current Liabilities		
Accounts payable
4
Other current liabilities
39
Total liabilities
43
Total equity and liabilities
267
Non - current assets
Property, plant and equipment
Total non - current assets
Other current assets
Cash and cash equivalents
Total current assets
Total assets

- 24

		
                4
              39
43
243

  40
40 		

40
40

24
1,083
1,107		
1,147		

              24
         1,083
1,107
1,147

Equity and liabilities				
Issued capital
53
          53
Share premium
751
            751
Total equity
804		
804
Non current liabilities				
Long term liabilities
   37
             37
Current Liabilities				
Accounts payable
261
            261
Other current liabilities
45
            45
Total liabilities
343		
343
Total equity and liabilities
1 147		
1 147
Reconciliation of results for 2006
EUR 1000

Revenue
Cost of goods sold
Gross profit
Salary and personnel costs
Other operating expenses
Depreciation, amortizations
and write downs
Operating profit (loss)
Financial income
Financial expenses
Profit (loss) before tax
Tax
Net profit (loss)
Profit (loss) for the year

2005
NGAAP

2006
NGAAP

Effect of
transition
to IFRS

2006 IFRS

302
- 18
284
- 134
- 120

133
           - 319
- 186
           - 130
             - 79

133
- 319
- 186
- 130
- 79

-2
28
2
-8
22
7
29
29

-4
- 399
41
           - 106
- 464
              24
- 440
- 440

-4
- 399
41
           - 106
- 464
-0
- 464
- 464

- 24
- 24
- 24

The transition from NGAAP to IFRS has not led to significant changes to the cash flow statement.
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Master Marine conquers the forces of nature by
its fleet of Jack-Up Construction Vessels

Master Marine ordered in March 2007 two new Jack-Up Construction Vessels and has secured
options for additional two units at Labroy Offshore in Batam, Indonesia (recently bought by
Drydocks World, Dubai). The first two “Service Jack” vessels will be in operation during first
half of 2010.
The Service Jacks will perform topside load out, transportation and offshore installations by
either skidding, which has a 7,200 tons capacity or tandem lifting up to 1,500 tons by using
the two cranes. In order to reduce offshore hook-up time the topside modules can be fully
integrated and commissioned from an onshore fabrication site. The marine services include
load out of topsides from the fabrication site by the vessel’s own gear, transportation to the
offshore field by its own propulsion, positioning and station keeping at the said field by own
dynamic positioning (DP) system, the elevation of the laden hull by the vessel’s jacking system,
the offshore load transfer of a whole topside in one piece by skidding or tandem lifting and
thereafter working as a tender/accommodation Jack-Up vessel during the offshore hook-up
phase.
The Service Jack vessel’s operations provide a safer and more environmental friendly time and
cost effective alternative to the existing solutions of offshore field development. Master Marine
shall own and operate the Service Jacks for lease on a time charter basis.
The efficiency of the process is impressive. The vessels are equipped with a 260 pax accommodation facility and a 2,500 square meter deck space, and hence reduce the need for transportation
barges lead and assisting tugs, crane vessels, anchor handling tugs, accommodation rigs and
associated tug fleets used for the mobilization and subsequent demobilization of accommodation
rigs. By delivering solutions for the entire project, the amount of parties involved in any one
contract is dramatically reduced, while working with one vessel as opposed to an average of
12-15 is also advantageous to the environment.
The downtime lost to weather conditions is decreased, as the elevated jack-up condition is less
sensitive to the elements compared with any competing offshore load transfer technology. In
addition, the jack-up construction vessels can perform a number of services. The first of which
is platform modification and maintenance work. The typical duration for such a project ranges
from one to three months including hook up works, although there is the possibility for longerterm commitments as part of a platform maintenance or modification programme. It is also
capable of sub-sea installation work in waters as deep as 350m. With special additional hook
travel, even deeper. As with topside installation, this requires no support vessels either.
The capability in all phases of decommissioning services, from plugging to complete removal,
makes up the last area of Master Marine`s core business competence.
Master Marine has with its newly strengthened management more than 25 years offshore service
experience in transportation and installation of heavy structures for the oil and gas industry.

Master Marine shall become the reputed supplier of marine transport, offshore installations and
hook-up support services of heavy structures – known for its innovative solutions.
Master Marine with its newly strengthened experienced human capital, its safe and environmental
friendly operation, the cost efficiency and predictable execution combined with the modern marine
equipment assets shall satisfy our customers in order to be their first choice in marine operations.

Per M. Johansson
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