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REPORT OF THE BOARD OF DIRECTORS
MASTER MARINE AS
Master Marine Group
Master Marine AS, established in 1997 and parent company in Master Marine Group, has its
main office at Drammensveien 288 in Oslo, Norway. The parent has three 100% owned
subsidiaries; Jacktel AS, owner of the “Haven” jack up accommodation unit, Master Marine
Crewing AS, providing marine crew services and Service Jack AS (currently inactive).
The Group specializes in marine transport and offshore installations and decommissioning of
heavy structures for the energy industry as well as offshore accommodation.

Operations
The Group has over several years invested in research and design of an alternative concept for
offshore installation and decommissioning, platform modifications, wind turbine transport and
installation, thereby providing a safer, more environmentally friendly and cost effective
solution for handling structures of up to 7200 tons. This effort resulted in a multipurpose
design and two multipurpose jack-up vessels currently under construction. One of the two
vessels was converted to an offshore accommodation unit when the Group secured a contract
in 2008 with ConocoPhillips at the Ekofisk field in the North Sea. The Group was awarded a
second contract in 2009 with Statoil/Statkraft for the second vessel to install 88 windmills at
the Sheringham Shoal field in the UK sector.
The overall activity level in the Group during 2010 has been very high with main focus on
construction of the two vessels and preparing for commencement of operation. Following
severe unrest at Drydocks World‟s Graha yard in Batam in Indonesia in April 2010, where
both units were built, management negotiated early delivery of the “Haven” accommodation
unit. It was brought to the Nymo yard at Eydehavn, Norway for completion of the outstanding
construction scope and outfitting of additional living quarters and other equipment.
Construction progress has been severely hampered by a large scope of rework, resulting in
substantial delay and cost increase. Management has reviewed the value of the vessel in light
of the higher cost and the Board decided to write down the book value by 25 MEUR. For
further details, see note 12 to the Master Marine Group Consolidated Accounts.
The “Haven” accommodation unit is now nearing completion and is scheduled for
commencement of the ConocoPhillips contract at the Ekofisk field in June 2011. The contract
has a 3 year fixed term with two consecutive 1 year extension options. The total contract
value is currently in excess of 220 MEUR (375 MEUR including options).Master Marine has
contracted OSM Offshore AS to perform the technical management of “Haven” under the
ConocoPhillips contract.
The second unit which was due for launch in July 2010 experienced similar problems and was
not sea-launched until 27 October 2010. Due to the severe delay in construction progress, the
unit could not be completed in time for the Sheringham Shoal windmill installation project
offshore UK and as a result, Master Marine and Statoil in December 2010 agreed to terminate
the 7 month contract. Construction at the Batam yard went on, but progress continues at a
very slow and unacceptable rate. The vessel is more than one year late and anticipated time of
completion is uncertain. In addition, refund guarantees were not extended within the deadline
in April 2011 and not according to contract terms. As a result, Master Marine decided to
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exercise its contractual right to cancel the construction contract with Labroy Offshore Ltd
(a subsidiary of Dubai Drydocks World) and call for payment under the refund guarantees and
Master Marine has also taken action to protect its property (owner furnished equipment).
All milestone payments made to the yard are secured by refund guarantees from first class
international banks based in Singapore. However, due to the substantial value of owner
furnished equipment which has already been installed on the unit or is located at the yard,
Master Marine continues to have a strong interest in the vessel and may consider alternatives
for the yard to complete construction. Management has prepared an impairment test and the
Board decided to write down the book value by 40 MEUR. For further details, see note 12 of
the Master Marine Group Consolidated Accounts.

Organization, workplace environment and employees
With the high activity level, the number of employees increased to 45 during the year,
including 10 senior crew personnel. While crew members are employed in Master Marine
Crewing AS, all other employees are employed in Master Marine AS. In addition, a large
number of consultants were engaged to follow the construction projects at both the Batam site
and Eydehavn site as well as in the Oslo head office. The number of consultants peaked at
well above 200 individuals, involved in engineering, procurement, construction follow up,
commissioning and preparations for client project execution. Consultants, except for a few
key individuals, will be demobilized as construction projects come to an end. The Batam site
team is currently being demobilized as a result of the cancellation of the construction contract.
A small team will stay in Batam to follow up the Group‟s interests, including its owner
furnished equipment.
For 2010 the total registered sick leave was 1%, compared to 1% in 2009. During the year the
Group experienced one work related serious accident resulting in personal injury. In this
accident that happened in connection with the unrest at the Batam yard two persons sustained
minor injuries. As a result of the unrest, the Group also registered material damages to certain
equipment stored at the yard, for which claims were put forward to the yard‟s insurance
company.
It is Master Marine‟s objective to create a safe work environment with equal opportunities for
both men and women. The Group does not discriminate on the grounds of sex, race or religion
in any area, including recruitment, pay and promotion. Of the 45 people employed at the end
of the year, 15 were female.

Environmental Reporting
The Group will, when fully operational, work to ensure that all sides of its operation are
conducted in an environmentally friendly way. The Group is actively monitoring the
construction activities to ensure that all aspects of health, safety and environment industry
standards are being followed.
Master Marine is in the process of transforming its focus from construction to operation of
offshore units for the energy markets. As part of this transition to vessel owner and operator,
Master Marine has further developed its Integrated Management System (IMS) during 2010.
As a growing knowledge-based organization the Group must ensure compliance with both
national and international laws and regulations on quality assurance, occupational health,
safety, security and environment.
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To meet the specific needs, requirements and regulations, Master Marine has continued its
preparations for an ISO 9001-2008 (quality management in the organization) certification.

Overview of the development and results
Finance
In April 2010, the Group successfully established a 155 MEUR senior secured bank loan. The
loan‟s purpose was to finance the ongoing construction of the “Haven” accommodation unit
which was also transferred to the wholly owned subsidiary Jacktel AS. The 140 MEUR loan
from Nordic Capital was subsequently changed to a loan and guarantee facility in May 2010.
Further, ConocoPhillips prepaid approximately 39.6 MEUR of cost incurred in connection
with contract specific equipment installed on the vessel. In June, the 60 MEUR bond was
changed to a zero coupon convertible bond of 67.9 MEUR by adding the interest accrued to
such date.
During the year, 150 MEUR of the bank loan and 50 MEUR of the loan and guarantee facility
from Nordic Capital was drawn.
Financial results
The financial statements are 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, and the additional relevant
requirements under the Norwegian Accounting Act. Master Marine AS has assessed the
functional currency to be EURO, which is also the reporting currency.
On a consolidated basis, the operating income for 2010 was 8.7 MEUR (versus 2.7 MEUR in
2009) and the operating expenses (excluding impairments) were 25,4 MEUR (8.4 MEUR in
2009). In addition, operational expenses were charged with impairments amounting to 65.0
MEUR in 2010 (6.7 MEUR in 2009), resulting in an operating loss of 81,7 MEUR (12.3
MEUR in 2009). The operating income was generated primarily from the Sheringham Shoal
project. The increased operating expenses in 2010 (excluding the impairment) reflect the
increased number of staff employed to manage the increasing activity throughout the year and
preparation for operation of the two vessels. The impairments of 25 MEUR and 40 MEUR
respectively for the “Haven” accommodation unit and the L206 vessel arrive from revised
assessments following the delay and cost increase on “Haven” and the cancellation of the
L206 construction contract. For further details, see note 12 of the Master Marine Group
Consolidated Accounts.
Net financial items for 2010 were a loss of 10.5 MEUR versus a profit of 34.3 MEUR in
2009.
This resulted in a net loss for 2010 of 92,3 MEUR versus a net profit for 2009 of 29.5 MEUR.
The Board of Directors proposes to charge the net loss to the share premium reserve.
Cash flow and liquidity
Operational cash flow in 2010 was -7.3 MEUR (-5.9 MEUR in 2009). Cash flow from
investments was -224.0 MEUR (-180.4MEUR in 2009) and cash flow from financing was
243.8 MEUR (111.2 MEUR). This resulted in a net increase in cash and cash equivalents in
2010 of 12.5 MEUR (-75.1 MEUR in 2009). As of the yearend 2010 the Group had cash
reserves of 34.4 MEUR compared to 21.9 MEUR at the end of 2009.
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As a result of the substantial delay and much higher cost to complete the “Haven”
accommodation unit, which materialized in late March 2011, the Group‟s liquidity position
quickly deteriorated to a critical level. However, management was able to secure further term
loans from Nordic Capital to complete the construction of the “Haven” accommodation unit.
The finance agreement also includes an option for Nordic Capital to replace the 67.9 MEUR
convertible bond which matures in June 2011 with a new term loan. Accordingly, and based
on current schedule and cost estimates, the Board believes the Group is fully funded to
complete the “Haven” and commence operation under the ConocoPhillips contract. Likewise,
short term liquidity risk is reduced by the option for Nordic Capital to replace the bond.
Financial Exposure
The Group is exposed to financial market risks including the possibility that fluctuations in
currency exchange rates and interest rates may affect the value of the Group‟s assets,
liabilities and future cash flows. The Group frequently reviews and assesses its primary
financial market risks to reduce and control these risks. See more information in note 10 of
the Master Marine Group Consolidated Accounts.
The Group has several disputes or potential disputes with third parties that may affect its
financial performance. The financial outcome of these disputes or potential disputes is
uncertain. These items are further described in note 19 of the Master Marine Group
Consolidated Accounts.
Master Marine AS results
The parent company Master Marine AS had 54.1 MEUR in revenue in 2010 and operating
cost (including the 40 MEUR impairment for the second jack-up vessel) of 56,9 MEUR,
resulting in a net loss of 37.0 MEUR for the year (including the 25 MEUR impairment on the
shares owned in Jacktel AS). The free equity at 31 December 2010 was 0 MEUR. Further
details are shown in the Master Marine AS Accounts and associated Notes included in this
Annual Report.

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 basis for this
is the commencement of operation of the “Haven” accommodation unit shortly and the
Group‟s order backlog in excess of EUR 220 million (375 MEUR including extension
options).
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Future Prospects
Future prospects for the Group depend on developments in the offshore accommodation
market as well as the installation, maintenance and decommissioning activity in the oil and
gas industry and/or the number of new offshore installations in the wind energy market. These
markets weakened in the wake of the financial crisis in 2008, but have recently shown
improvement. The Group sees a strong accommodation market for the foreseeable future with
very few new units designed for harsh environment under construction. The Group also sees
several opportunities for multipurpose jack up vessels in the North Sea and elsewhere.

Oslo, 4 May 2011

Tom Vidar Rygh
Chairman of the Board

Kjell Martin Grimeland

Peter Hansson

Inge K. Hansen

Jan Håkon Pettersen

Per Johansson
CEO
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CONSOLIDATED FINANCIAL STATEMENTS 2010
Master Marine Group
Consolidated Profit and Loss statement
1 January – 31 December

(In EUR 1.000)
Income
TOTAL OPERATING INCOME

Notes
3

Audited
2010
8 705
8 705

Audited
2009
2 740
2 740

OPERATING EXPENSES
Cost of goods sold
Salary and personnel costs
Other operating expenses
Impairments
Depreciation
TOTAL OPERATING EXPENSES
OPERATING PROFIT / (LOSS)

5
4
12
12

-5 123
-20 201
-65 000
-115
-90 438
-81 733

-2 867
-5 423
-6 711
-59
-15 060
-12 320

FINANCIAL INCOME AND EXPENSES
Financial income
Financial expenses
NET FINANCIAL ITEMS

7
7

40 073
-50 601
-10 528

52 831
-18 561
34 270

-92 262
-92 262

21 950
7 573
29 523

-92 262

29 523

Consolidated Statement of Comprehensive Income
(In EUR 1.000)
Net profit this period

-92 262

29 523

COMPREHENSIVE INCOME

-92 262

29 523

Allocation of comprehensive income
Share premium reserve
Retained earnings

-92 262

29 523

-0,04
-0,04

0,05
0,05

Net result before changes in fair value of
derivative of convertible bond (CB)
Changes in fair value of derivative of CB
PROFIT/(LOSS) BEFORE TAX

7,9

Income tax expense (benefit)
NET PROFIT (LOSS)

11

Earnings per share:
- Basic
- Diluted
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Master Marine Group
Consolidated Statement of Financial Position
(In EUR 1.000)

Audited
31.12.2010

Audited
31.12.2009

12
12

473 149
428
473 577

315 709
220
315 929

14
15

19 557
34 421
53 978

3 102
21 890
24 992

527 556

340 922

25 754
156 424
2 866
185 044

25 754
245 320
59
271 133

0
0
185 044

0
0
271 133

9

161 688
161 688

50 396
50 396

18
18
18

24 869
46 271
109 683
180 824
342 511

10 432
8 960
19 392
69 788

527 556

340 922

Notes

ASSETS
Non-current assets:
Property, plant and equipment
Intangible assets
Total non-current assets
Current assets:
Other current assets
Cash and cash equivalents
Total current assets
TOTAL ASSETS
EQUITY AND LIABILITIES
Paid in capital:
Issued capital
Share premium
Other paid in capital
Total paid in capital
Other equity:
Retained earnings
Total other equity
Total equity

17
17
17

Non-current liabilities:
Other long-term liabilities
Total long-term liabilities
Current liabilities:
Accounts payable
Prepayments customer
Other current liabilities
Total current liabilities
Total liabilities
TOTAL EQUITY AND LIABILITIES

Tom Vidar Rygh

Kjell Martin Grimeland

Peter Hansson

Jan Håkon Pettersen

Per Johansson

Chairman of the board

Inge K Hansen

CEO
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Master Marine Group
Consolidated Statement of Change in Equity
Share
Capital

Share
premium

953
22 298

100 029
103 256

2 503

12 513
29 523

25 754
-

245 320
3 365
-92 262
156 424

(In EUR 1.000)
Equity as at January 1, 2009
Share issues
Debt conversion
Net income (loss)
Equity as at December 31, 2009
Share issues
Issue of convertible loan
Net incom (loss)
Equity as at December 31, 2010

25 754
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Other
paid in
capital
59

Retained
earnings
-

Total
equity
101 042
125 554
15 016
29 523

59
2 807
2 866

-

271 135
6 172
-92 262
185 044

Master Marine Group
Consolidated Cash Flow Statements

(In EUR 1.000)

Notes

Cash flow from operating activities:
Profit/(loss) after tax
Adjustment to reconcile profit/(loss after tax to net cash
flows:
Non-cash items:
Depreciation and impairment of property, plant and
equipment
Financial income
Financial expenses
Changes in fair value of financial instruments
Changes in terms conv bond
Working capital adjustments:
Increase in trade and other receivables
Increase in trade and other payables
Net cash flow from operating activities
Cash flow from investing activities:
Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment, net of cash
Purchase of intangible assets
Interests received
Net gain financial investments
Net realized agio
Net cash flow from investing activities
Cash flow from financing activities:
Proceeds from issue of shares
Customer prepayments
Net proceeds from borrowings
Repayment of borrowings
Interest paid
Net cash flow from financing activities
Net increase/(decrease) in cash and cash equivalents
Net currency translation effect
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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Audited
Audited
Year ended
Year ended
December 31, December 31,
2010
2009
-92 262

29 523

-

12
7
7
7,9
7,9

65 000
-40 073
50 601
-

6 771
-52 831
18 561
-7 573
-

14
18

-16 455
25 856
-7 332

-1 116
787
-5 879

12

-222 440
-208
-81
-1 226
-223 955

-184 352
-220
568
3 623
-180 381

17
18
9

6 251
46 271
196 688
-5 391
243 820

125 554

12 532
21 890
34 421

-75 056
1 482
95 464
21 890

15

-14 349
111 204

Notes
1. General information
Master Marine AS, the parent company of the Master Marine Group (“Master Marine” or “the
Group”) is a private limited company, incorporated in Norway. The company‟s headquarter is
located at Drammensveien 288, 0283 Oslo, Norway. Master Marine is an offshore service
company, specialising in transport and offshore installation of heavy structures for the energy
industry, and offshore accommodation.
The consolidated financial statements of Master Marine incorporate the financial statements
of Master Marine AS and its subsidiaries. The Annual Report was approved by the Board of
Directors on 4 May, 2011.

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”), as well as 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 statement of comprehensive income 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 applies Euro as reporting currency for its financial statements, which is also
the functional currency of the Group.
2.4 Adoption of new and revised standards and interpretations
No new standards or interpretations that have material impact on the Group have been
implemented in 2010.
IFRS 3 (revised) –Business combinations and IAS 27 – Group accounts and separate financial
statements can have an impact on future financial results. The most important addition is that
changed treatement of goodwill in connection with acqusition in stages, treatment of minority
interest and acquisition cost.
(a)
Early adoption of standards and interpretations
No standards or interpretations have been early adopted in 2010.
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(b)
Standards and interpretations in issue not yet adopted
Management anticipate that the standards and interpretations in issue but not yet effective will
be adopted in the financial statements when they become effective, and foresee currently no
material near-term impact by the adoptions on the financial statements of the Group in the
period of initial application, however this will be further assessed upon implementation. The
new standards on revenue and leasing (IAS 17 and IAS 18) could have an impact, but are not
expected to be effective before 2013.
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 circumstances, 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.
Management assess whether there are any indications of impairment for all non-financial
assets at the reporting date. The units under production are tested for impairment when there
are indications that the carrying values may not be recoverable. When value in use
calculations are performed, management estimates the expected future cash flows from the
assets or cash-generating unit and chooses a suitable discount rate in order to calculate the
present value of those cash flows. These are 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.
2.6
Revenue recognition
Revenue is recognised at the time of the transaction when it is probable that the transaction
will generate future economic benefits that will flow to the Group and the amount can be
reliably estimated. Revenues are presented net of value added tax and discounts.
Lease income from operating leases is recognised in income on a straight-line basis over the
lease term, unless another systematic basis is more representative of the time pattern in which
use benefit derived from the leased asset is diminished.
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 incurred, are 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.
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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 exchange 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.
2.8 Segments
The Group has yet to earn revenues within its business segment or segments. Accordingly,
the Group has no reportable segments as of 31 December 2010.
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. All consecutive interest expense on the
financing is added to the carrying value of the units. Investment income earned on any
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
Tax cost consists of tax payable and changes to deferred tax. Deferred tax liability/tax assets
are calculated on differences between the book value and tax value of assets and liabilities.
Deferred tax assets are recognised when there is other convincing evidence proving that the
Group will have a sufficient profit for tax purposes in subsequent periods to utilise the tax
asset. The Group recognises previously unrecognised deferred tax assets to the extent it has
become probable that the Group can utilise the deferred tax asset. Deferred tax and deferred
tax assets are measured on the basis of the expected future tax rates applicable, recognised at
their nominal value and classified as non-current asset investments (long-term liabilities) in
the balance sheet. Taxes payable and deferred taxes are recognised directly in equity to the
extent that they relate to equity transactions.
2.11 Assets under construction and other tangible assets (non-financial)
The units under construction are classified as non-current assets and recognised at cost until
the production or development process is completed. The units under construction are not
depreciated until the asset has been completed and is available for 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 non-current assets is the purchase
price, including taxes/duties and costs directly linked to preparing the asset ready for its
intended use. Units under construction and other non-financial tangible assets are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying value
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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
will be recognised in the carrying value of the units if certain recognition criteria are satisfied.
The recognition will be 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 will be de-recognised. The remaining costs that do not meet the
recognition criteria are recognised as repairs and maintenance expenses.
2.12 Leased Operating Equipment/Units
Costs, including depreciation, incurred in earning the lease income are recognised as an
expense. Lease income (excluding receipts for services provided such as insurance and
maintenance) is recognised on a straight-line basis over the lease term even if the receipts are
not on such a basis, unless another systematic basis is more representative of the time pattern
in which use benefit derived from the leased asset is diminished.
Initial direct costs incurred by lessors in negotiating and arranging an operating lease shall be
added to the carrying amount of the leased asset and recognised as an expense over the lease
term on the same basis as the lease income.
Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases. The evaluation is based on the substance of the transaction rather than the form of the
contract, and the determination is made when the leasing agreement is entered into. Financial
leases are accounted for as debt financed purchases of assets, and the annual lease payments
are allocated as finance costs and amortization of the lease liability. Capitalised lease assets
are depreciated over the shorter of the estimated useful life of the asset and the lease term if
there is no reasonable certainty that the Group will obtain ownership by the end of the lease
term. For operating leases, the lease payments (i.e. a time charter hire or bareboat hire) are
recorded as ordinary operating expenses or income, and charged to profit and loss on a
straight-line basis over the term of the relevant lease. Contingent rents are recognized as
revenue in the period in which they are earned or as expense in the period in which they are
incurred.
2.13 Investments and Other Financial Assets
The Group 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
14

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.
(a)
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 sale 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.
(b)
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.
(c)
Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets 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 are 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.
2.14 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 where changes in value are not recognized through the
income statement are impaired. Impairment only occur if there are objective indicators of
impairment as a result of one or more events after initial carrying value and the events affect
the future cash flows and this can be estimated reliably. If such impairment is indicated for
loan and receivables carried at amortized cost, the amount of impairment 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.
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2.15 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, the Group 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.
2.16 De-recognition of financial assets and liabilities
A financial asset is derecognised when:
- The rights to receive cash flows from the asset have expired;
- The Group 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 „passthrough‟ arrangement; or
- The Group 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 de-recognition 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.
When a convertible bond loan is converted to shares, the difference between the subscription
price for the shares and the market value is recognized in the statement of comprehensive
income. Further, any difference between the book value of the loan derecognized at the date
of conversion and the new equity from the debt conversion is also recognized in the statement
of comprehensive income.
2.17 Cash and cash equivalents
Cash includes cash in hand and in the 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.
2.18 Equity
(a) 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.
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(b) Costs of equity transactions
Transaction costs directly related to an equity transaction are recognized directly in equity
after deducting tax expenses.
2.19 Employee benefits
The Group has defined contribution retirement benefit plans. A defined contribution plan is a
pension plan under which the Group 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 them to the
contributions.
2.20 Provisions
A provision is recognised when the Group has an obligation (legal or self-imposed) as a result
of a previous event, it is probable (more likely than not) 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. 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 Group has
approved a detailed, formal restructuring plan and the restructuring has either started or been
publicly announced. Provisions for loss-making contracts are recognised when the Group‟s
estimated revenues from a contract are lower than unavoidable costs which were incurred to
meet the obligations pursuant to the contract.
2.21 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 Group 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.
2.22 Consolidation
The consolidated financial statements include Master Marine AS and its subsidiaries as of
December 31 for each year. The financial statements of the subsidiaries are prepared for the
same reporting year as the parent company using consistent accounting policies. All
intercompany transactions and balances are eliminated in the consolidation. Subsidiaries are
fully consolidated from the date of acquisition, being the date on which the Group obtains
control, and continues to be consolidated until the date that such control ceases.
Master Marine AS has three fully owned subsidiaries, Jacktel AS (organization number 994
152 300), Service Jack AS (organization number 994 151 932) and Master Marine Crewing
AS (organization number 995 594 803). Master Marine has 100% of the voting rights in the
subsidiaries. The companies were funded in 2009 and they were part of the consolidations for
the first time in 2009.
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3. Income and Segment Information
The Group has no reportable segments as of 31 December 2010, as the units constituting the
business segments were under construction during the reporting period. The income of 8.7
MEUR in 2010 is mainly for engineering and planning work related to the now cancelled
contract for installation of wind turbines with Scira Offshore Energy.

4. Other Operating Expenses
2010
241
565
1 046
5 851
365
9 722
2 410
20 201

Marketing
Rental and leasing costs
Travel costs
Consultancy fees and external personnel
Office and administrative costs
Prepare for operation of Haven*
Other operating costs
Total other operating expenses

2009
349
596
472
3 067
500
437
5 423

* including all payment to OSM Offshore AS for pre operational expenses for the “Haven”
accommodation unit
Specification auditor's fee
(1.000 EUR)
Statutory audit
Tax and other services
Total auditor’s fee

2010
34
78
112

2009
46
24
70

5. Salary and personnel expense and management remuneration
(1.000 EUR)
Salaries and holiday pay
Pension costs
Other personnel expenses
Total salaries and personnel expense
The average number of man-years employed during the financial
year

2010
4 036
256
830
5 123

2009
2 056
140
671
2 867

36

27,5

Pension plan
The Group has a defined contribution plan, calculated at 5 % of the salary between 1-6 G plus
8 % of the salary between 6-12 G. Employed crew is enrolled in the Pension Insurance for
Seamen (PTS) covering 3.3 % of the full salary. The contributions recognized as expenses in
the income statement equaled 256.000 in 2010 and 138.000 in 2009.
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Management remuneration
The table below shows remuneration for senior management and members of the Board in
Master Marine.
2010
(1.000 EUR)
Management
Per M. Johansson
(CEO)
Christian Mowinckel
(01.05.10-31.12.10)
Anders Bruun-Olsen
(01.01.10-28.02.10)
Board of directors*
Tom Vidar Rygh
Peter Hansson
Kjell Martin
Grimeland
Geir Sandvik
Jan Håkon Pettersen
Inge K Hansen
Total remuneration

Board
compensation

Benefits
in kind

Salary

Defined contribution
pension plan

Total

235

29

7

271

118

2

5

125

187

0

2

189

6
3

6
3

3

3

3
3
3
21

3
3
3
353

31

14

606

*for the period 04.11.2009 to 31.12.2009
2009
(1.000 EUR)
Management
Per M. Johansson (CEO)
Anders Bruun-Olsen (CFO)
Board of directors
Geir Sandvik (Chairman to
04.11.2009, ordinary member
after that)
Tom Røtjer (board member to
04.11.2009)
Rebekka Glasser Herlofsen
(board member to 04.11.2009)
Bente Thiis Thornton (board
member to 04.11.2009)
Jetmund Hanssen (board
member to 04.11.2009)
Total remuneration

Board
Benefits
compensation Salary in kind
230
164

24
1

Defined contribution
pension plan

Total

12
8

265
173
-

49

49

28

28

28

28

28

28

28

28

162

394

25
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There is no share option or warrant program for management or members of the Board.
Shares held by management and members of the Board as of 31 December 2010
No members of the senior management or Board of directors hold shares in the company.
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6. Transactions with related parties
The owners behind the principal shareholder (Nordic Capital) provided Master Marine AS
with a loan facility of 140 MEUR in 2009. This loan was converted to a combined loan and
guarantee facility in 2010. As of yearend 2010, a total of 50 MEUR was drawn under the
facility and 16 MEUR and 19 MEUR were drawn in January and February 2011 respectively.
The owners also acquired all outstanding bonds in the 60 MEUR bond loan as part of the
refinancing of Master Marine in 2009; see note 9 for details.
Owners have provided further loans to Master Marine AS subsequent to year end to finance
additional cost to complete the “Haven” accommodation unit. Up to the date of approval of
the Annual Account, total additional loans from Nordic Capital and drawn in March and April
2011 amount to 50 MEUR. Further loans are conditionally available in an amount sufficient
to complete the “Haven” accommodation unit based on current schedule and cost estimate.
The Group 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. Former member of the Board of Directors
Jetmund Hanssen (retired 04.11.2009) is employed with Semar and was hired by Master
Marine as a project manager under the framework agreement. Jetmund Hanssen owns 19 % of
the shares in the company Luen AS, which owns 0.13 % of the shares in Master Marine and
9% of the shares in Semar. Based on the framework agreement, the Group purchased services
from Semar valued at 6.2 MEUR (2.2 MEUR in 2009).
All the transactions with related parties are carried out on market terms at arm‟s length basis.

7. Financial income and expenses and changes in fair value of
convertible bond
(1.000 EUR)
Financial income
Interest income
Foreign exchange gains
Other financial income
Total financial income
Financial expenses
Interest expense
Foreign exchange losses
Other financial expenses
Total financial expenses

2010

2009

81
39 992
0
40 073

632
16 199
36 000
52 831

-2
-40 278
-10 321
-50 601

-355
-18 205
-18 561

Changes related to the convertible bond loan
Changes in fair value of derivative of CB
Changes in the terms of the bond loan
Net effect embedded derivative CB

7 573
0
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7 573

Other financial expenses are mainly related to the effect of the 140 MEUR term loan facility
from Nordic Capital being replaced by a new 140 MEUR loan and guarantee facility. The
balance of the accrued arrangement fee was then recognized in the profit and loss account. In
addition, other financial expenses also include the proportionate amortization of the equity
component of the convertible bond.

8. Investments and other financial instruments
Classification of financial assets and liabilities as of 31 December 2010:
Loans and
receivables
(1.000 EUR)
Financial assets
Other current assets
Cash and cash equivalents
Total financial assets
Financial liabilities
Other long term liabilities
Accounts payable
Other current liabilities
Total financial liabilities

19 557
34 421
53 978

Financial
liabilities at fair
value through
profit and loss

0

Other financial
liabilities

0

161 688
24 869
109 683
271 371

0

24 869

Other current liabilities consist amongst other of repayment of convertible loan and estimated
repayment of bank loan in Jacktel AS.
Classification of financial assets and liabilities as of 31 December 2009:

Loans and
receivables
(1.000 EUR)
Financial assets
Other current assets
Cash and cash equivalents
Total financial assets
Financial liabilities
Convertible bond loan
Embedded derivative of convertible
bond
Other long term liabilities
Accounts payable
Other current liabilities
Total financial liabilities

3 102
21 890
24 992

2009
Financial liabilities Other financial
at fair value
liabilities
through profit and
loss

0

0

0

10 432
8 960
19 392

50 396

50 396
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9. Loans
67.9 MEUR Convertible Bond Loan
The 60 million 3 year senior secured FRN bond loan with call options after year 1 and 2
issued by Master Marine AS in June 2008 was changed to a convertible bond loan in the
Annual General meeting on 9 June 2010. The loan was increased by 7.9 MEUR, by adding
accrued unpaid interest up to such date, to 67.9 MEUR and it was agreed that no further
interest shall accrue. The conversion price was set to 0,146 EUR and the conversion period is
from 9 June 2010 to ten days before maturity day which is 20 June 2011. Nordic Capital has
an option to replace the bond loan with a new long term loan to Master Marine AS on terms
similar to terms of additional term loans provided subsequent to the balance sheet date;
further described in note 20.
140 MEUR Loan and Guarantee Facility
In connection with the financial restructuring in 2009, Nordic Capital made available a 140
MEUR loan facility to Master Marine AS. In 2010 this loan was subsequently replaced by a
140 MEUR loan and guarantee facility, including a loan facility up to 85.4 MEUR and a
guarantee facility up to 54.6 MEUR. The interest rate is unchanged at 12 % p.a. The loan and
guarantee facility, which may be secured by a 2nd lien mortgage on the “Haven”
accommodation unit, matures on 31 December 2015.
At year end 2010, 50 MEUR was drawn under the loan facility. Subsequent to year end a
further 35 MEUR has been drawn under the loan facility. The 39.6 MEUR ConocoPhillips
guarantee was issued in April 2010 for prepayments in the same amount made to Master
Marine AS. A 15 MEUR OPEX guarantee in favor of the lenders under the Bank Loan
described below will become effective once the “Haven” is on contract to ConocoPhillips.
155 MEUR Bank Loan
In April 2010 the company Jacktel AS entered into a loan agreement in the amount of EUR
155 MEUR with NIBC Bank (as agent) and NIBC, DVB Bank, ABN Amro Bank and
Eksportfinans (supported by GIEK) as lenders. The loan is a senior secured loan with 1st lien
mortgage on the “Haven” accommodation unit. The loan matures 3 year after the
ConocoPhillips acceptance date with extension of 12 + 12 months if ConocoPhillips call their
options to extend the contract likewise. The loan carries an interest of EURIBOR + margin
and has quarterly instalments commencing three months from the ConocoPhillips acceptance
date. The loan agreement contains financial covenants. The debt service cover ratio shall be
minimum 1.0 for the initial four quarters and 1.05 thereafter and the Minimum Value of the
unit shall always be at least 140% of the outstanding amount under the loan during the initial
four quarters, increasing to 150% after 12 months and 155% after 24 months. Financial
covenants are not measured until the end of the first full quarter following commencement of
operation.
At year end 2010, 150 MEUR was drawn under the loan facility. The remaining 5 MEUR
undrawn is available once the unit commences operation under the ConocoPhillips contract.
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10. Financial Instruments and Risk Management
Risk Management Overview
The Group is exposed to a number of different market risks arising from the Group‟s normal
business activities. Financial market risk is the possibility that fluctuations in currency
exchange rates or interest rates will affect the value of the Group‟s assets, liabilities or future
cash flows. To reduce and manage these risks, the Group periodically reviews and assesses its
primary financial market risks. Once risks are identified, appropriate action is taken to
mitigate the specific risk.
Operational Project Risk
The Groups ongoing construction project involves substantial operational risk and a system to
identify and monitor such risks has been developed. The risks identified in each operational
project are closely monitored and measured by the Risk Manager and reported each month to
management and the project team who decide whether or not to take mitigating actions.
The Group is exposed to market risk following the expiry of the ConocoPhillips contract.
ConocoPhillips must exercise its option to extend the contract 18 months prior to its expiry,
providing management with sufficient time to market the unit for alternative employment
elsewhere. Management follows developments in the offshore accommodation market
closely.
The Group is exposed to risk associated with its owner furnished equipment installed on the
second vessel for which the construction contract has been terminated. However, the contract
stipulates that, in the event of a cancellation, the yard must either acquire the equipment at full
value or return it to Master Marine in same condition as delivered to the yard. Without this
equipment, the vessel may not be completed within reasonable time in a condition required
for its intended use.
Currency Risk
The functional currency of Master Marine is EURO. The Group aim to minimize the currency
risk by balancing, to the extent possible, the currencies of different types of assets and
liabilities as well as balancing revenues against expenses.
The Group‟s accounts reflect the value of two units under construction and the contractual
amounts are primarily in EURO. All funding of such construction expenditure except for
equity is denominated in EURO. It is the policy of the Group to hold liquid funds in
currencies to match the currencies of expected expenditures, primarily EURO and NOK, but
also to some extent USD and SGD. The Group has also used derivatives to mitigate currency
risk. Following the transfer in 2010 of the “Haven” accommodation unit to Norway for
completion and a substantial cost overrun in NOK, the Group is exposed to additional
currency risk.
The Group‟s future revenue from existing contracts will be in Euro while expenses will be
primarily in NOK and EURO. The Group will aim to reduce the currency exposure generated
from operational cash flow by using derivatives. The Group may also do business in areas
where contracts are likely to be denominated in USD which may expose the Group to
different foreign exchange risk.
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The following table shows the calculated effect on the Group‟s profit and equity resulting
from a change in the EUR exchange rate, with all other variables held constant:.

2010
2009

+/- basis point in exchange
rate EUR/NOK

Effect on profit before tax
(1.000 EUR)

Effect on equity
(1.000 EUR)

20
20

-390/410
-17/28

-390/410
-17/28

Interest Rate Risk
The Group has substantial interest bearing debt, but exposure to interest rate risk is limited.
Approximately 25% of total interest bearing debt of approximately 200 MEUR as of the
balance sheet date has fixed interest. For the remaining portion, management has entered into
swap arrangements for 70% of the floating rate debt.
The following table demonstrates the calculated effects on the Group‟s profit and equity
resulting from a change in interest rates, with all other variables held constant:

2010
2009

+/- basis points in interest
rate

Effect on profit before tax
(1.000 EUR)

Effect on equity
(1.000 EUR)

50
50

141/-141
293/-293

141/-141
293/-293

Credit Risk
It is the Group‟s policy only to make deposits and trade financial instruments with first class
financial institutions with investment grade rating and credit risk associated with this activity
is considered to be insignificant.
Receivable balances stems from prepayments to suppliers or vendors. Such prepayments are
limited and monitored on an ongoing basis with the result that the Group‟s exposure to
potential bad debts is not significant. No receivables are classified as bad debt. The maximum
exposure is the carrying amount as disclosed in note 14.
In connection with the Group‟s construction projects, substantial prepayments have been
made to the shipyard. All prepayments to the yard are covered by refund guarantees from
reputable international banks with acceptable investment grade rating. The credit risk
associated with the refund guarantees is hence considered to be limited and acceptable. Total
prepayments as of 31 December 2010 amounted to 85.1 MEUR.
Liquidity Risk
With very limited revenue and substantial cash outflows related to vessel construction, the
Group‟s liquidity risk is primarily related to unforeseen cost increase on its ongoing
construction project. Liquidity throughout 2010 was adequate as funds were available to
finance ongoing construction and preparations for operation. In addition to substantial cash
reserves by the start of the year, 150 MEUR was drawn under the bank loan and 50 MEUR
was drawn under the term loan and guarantee facility from Nordic Capital during 2010.
As the Group‟s construction projects are nearing completion, the liquidity risk increases. In
response to cost increases, Nordic Capital has provided additional funding in early 2011.
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Based on anticipated delivery date and current cost estimate, available funding is considered
to be sufficient to complete construction and commence operation under the ConocoPhillips
contract.
The Group expects to commence operation of the “Haven” accommodation unit during the
second quarter of 2011. The Group‟s liquidity risk associated with operations is primarily
related to its operating performance including the unit‟s uptime as well as the repayment
profile of its debt. Liquidity risk is considered to be significant with only one unit in
operation, however operational risk associated with offshore accommodation units is
considered to be moderate.
The table below summarizes the maturity profile of the Group‟s financial liabilities:
At 31.12.2010
(1.000 EUR)
Vessels under construction*
Convertible bond
Bank loan, Jacktel
Facility from Nordic Capital
Trade and other payables
At 31.12.2009
Vessels under construction
Senior bond
Trade and other payables

Less than
3 months
80 156

3 to 12
months
44 974
67 898
35 000

1 to 5
years

Over 5
years

125 130
67 898
150 000
50 000
4 839

1115 000
50 000

4 839

18 539

226 458

8 380

3 440
60 000

Total

1 200

249 637
60 000
8 380

*The obligations related to completion of the vessel are based upon earlier estimates of
completing L-206. This is further described in note 12.
The Group manages its excess liquidity from loan and equity with low risk placements. All
financial capital is currently placed on deposits with fist class banks with investment grade
rating.
Financial instrument or derivatives risk
The Group has used financial instruments or derivatives during 2010 to manage its financial
risks. Derivatives include spot and forward contracts for buying and selling currencies as well
as interest rate swaps. Spot and forward contracts were mostly to sell EUR and buy NOK to
pay expenses for running the offices and supplies and services from various Norwegian
contractors or vendors. Interest swaps were exclusively to hedge floating rate exposure related
to the 155 MEUR bank loan.
Financial assets and liabilities risk
Set out below is a comparison by category for carrying amounts and fair values of all of the
Group's financial assets and liabilities that are carried in the financial statements. The
estimated fair value amounts have been determined by management, using appropriate market
information and valuation methodologies. The carrying amount of cash and cash equivalents
is a reasonable estimate of their fair value. The difference between carrying value and fair
value on Long term liabilities is related to the convertible bond.
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31.12.2010
Fair value
Carrying
value

(1.000 EUR)
Other current assets
Cash and cash equivalents
Total financial assets
Long term liabilities
Accounts payable
Other current liabilities
Total financial liabilities

19 557
34 421
53 978

19 557
34 421
53 978

161 688
24 869
113 056
299 613

161 688
24 869
109 683
296 240

31.12.2009
Fair value
Carrying
value

(1.000 EUR)
Other current assets
Other financial assets
Cash and cash equivalents
Total financial assets
Long term liabilities
Term loan
Accounts payable
Other current liabilities
Total financial liabilities

3 102

3 102

21 890

21 890

24 992
50 396
0
10 432
8 960

24 992
50 396
0
10 432
8 960

69 788

69 788

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

26

2010

2009

0
0
0
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/(loss)
Expected income taxes according to income tax rate 28 %
Non deductable expenses
Non-taxable income
Deferred tax asset from losses carried forward not
recognized in balance sheet
Other
Income tax expense

2010
-92 262
-25 833
13

2009
29 523
8 266
1 498

15 056

7 484

10 764
0

-17 249
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

2010

2009

38 193
38 193

13 908
13 908

Deferred tax liabilities
Property, plant and equipment
Deferred taxation on profits and losses
Other
Deferred tax liabilities - gross

5 271
7 837

3 879

13 108

3 879

Net unrecognised deferred tax assets/(liabilities)

25 085

10 029

The Company has a total tax loss carried forward of EUR 136.405.055 as at 31 December
2010 (2009: 49.671.835) without any expiration date.
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12. Non-current assets
Property, plant and equipment
2010

(1.000 EUR)
Accumulated cost 1 January
Realisation
Additions
Accumulated cost 31
December
Accumulated depreciation
1 January
Depreciation
Impairment *
Accumulated depreciation
and impairment 31 December
Carrying value 31 December

Vessels
under
construction
322 216
222 271

2009

Other Total
fixed
assets
304 322 520
0
308 222 579

Vessels
under
construction
135 432

Other
fixed
assets
304

135 736

186 785

0

186 785

322 216

304

322 520

-66

-66

-59

-59
-6 711

544 487

612

545 099

-6 711

-125

-6 836

-115

-115
-65 000

-6 711

-65 000

Total

-71 711

-240

-71 951

-6 711

-125

-6 837

472 776

372

473 149

315 505

203

315 709

* Impairments include 25 MEUR on the “Haven” accommodation unit and 40 MEUR on the
construction contract for the L206 jack-up vessel. Remaining book value of vessels under
construction after impairments are 347.8 MEUR and 124.9 MEUR for “Haven” and L206
respectively.
Depreciation of other assets is based on the economic life of the asset using a linear
depreciation method.
As of the balance sheet date, the Group‟s main assets were two vessels under construction
(one of which was cancelled subsequent to the balance sheet date). The capitalized amounts
include:
(1.000 EUR)
Construction contracts (yard and others)
Project management and engineering costs
Financial items
Capitalized amounts on the units for the year

2010
148 142
54 756
19 374
222 271

2009
155 364
16 935
14 486
186 785

In 2007 the Group entered into two lump sum construction contracts with Labroy Offshore
Ltd (subsequently acquired by and becoming a subsidiary of Dubai Drydocks World) for the
building of two multipurpose jack-up construction vessels.
In 2008 the Group was awarded a contract from ConocoPhillips for the use of one of the
vessels as accommodation unit at the Ekofisk field in the North Sea for a fixed 3 year term
(with 1 + 1 year extension options). The “Haven” accommodation unit was significantly
modified to fit its new purpose and has undergone extensive outfitting and additional work at
the Nymo yard in Eydehavn, Norway based on a time and material contract. This unit is
expected to be delivered during the second quarter 2011 according to the latest plan and
depreciation will start once the unit is complete and commence operation.
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The second vessel is substantially delayed due to poor progress at the yard and the contract
was cancelled in April 2011. All prepayments to the yard are secured by refund guarantees
from first class banks located in Singapore and demand for payment has been made
hereunder. All Owner Furnished Equipment ("OFE") for the second vessel remain the
property of Master Marine AS.
Impairment
At each reporting date, an assessment is made according to IAS 36.9, on whether internal or
external information indicates a potential fall in the value of non-current assets. The Group
has carried out impairment tests for each of the two vessels under construction based on
assumptions and projections at the time of approving the financial accounts of 2010.
a) Value of “Haven” accommodation unit
The unit was under construction as of December 31, 2010 and still is at the date hereof.
Management has made a new assessment of the asset value using the value in use principle
(IAS 36.66) and a set of assumptions. On this basis, and as a result of the recent cost overruns,
the assessment resulted in an impairment of the book value of “Haven” and a write down of
25 MEUR. The remaining book value as of 31 December 2010 is 347.8 MEUR.
b) Value of contract for the L206 vessel
The unit was under construction as of December 31, 2010 and still was at the date of
cancelling the construction contract (12 April 2011). As a result of the cancellation,
management has made a new assessment of the asset value using best estimate of recoverable
amount based on a set of assumptions. On this basis, the assessment resulted in an impairment
of the book value of the contract for the L206 vessel and a write down of 40 MEUR. The
remaining book value as of 31 December 2010 is 124.9 MEUR.
Intangible assets
2010
Intangible assets

2009
Intangible assets

220
0
208
428

0
0
220
220

Accumulated depreciation 1 January

0

0

Depreciation
Accumulated depreciation 31 December

0
0

0
0

428

220

1.000 EUR
Accumulated cost 1 January
Realisation
Additions
Accumulated cost 31 December

Carrying value 31 December

The intangible assets are computer software related to the operation of the units and operation
of the Group in general.
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13. Contractual obligations
The table discloses contractual obligations for the Group the next five years at balance sheet
date. The figures disclosed for 2010 in 2011 is related to remaining commitments on the
“Haven” accommodation unit under construction and obligations related to construction of
L206 (contract subsequently cancelled). See note 20 for further details. The obligations
disclosed in 2012 and 2013 are mainly related to office rental.
(1.000 EUR)
2010
2011
2012
2013
2014
2015
Total

2010
n/a
73 665
380
390
0
0
74 435

2009
245 532
1 870
380
390
400
1 600
250 172

14. Other current assets
(1.000 EUR)
Trade debtors
Pre-paid expenses
Spare parts
Other current assets
VAT refund
Total other current assets

2010
5 540
3 880
369
3 138
6 629
19 557

2009
715
234
1 253
30
870
3 102

Pre-paid expenses are mainly related to a contract for the transport of L206 with heavy lift
vessel from Batam Indonesia to European port after completion at the yard. Other current
assets consist mainly of an outstanding insurance claim under the yard‟s Construction All
Risk insurance policy in relation to the riot which caused damage to some of our equipment
stored at the Batam yard. The VAT refund stems from construction activities on “Haven” at
Nymo yard in Eydehavn, Norway.

15. Cash and cash equivalents
Cash and cash equivalents include demand deposits and petty cash at site.
(1.000 EUR)
Cash
Cash and cash equivalents in the balance sheet

2010
34 421
34 421

Restricted cash in 2010 amounts to 977 TEUR versus 424 TEUR in 2009.

30

2009
21 890
21 890

16. Earnings per share
The basic earnings per share are calculated as the ratio of the profit/(loss) for the year
attributable to shareholders divided by the weighted average number of ordinary shares
outstanding during the financial year.
(1.000 EUR)
Average number of shares outstanding
Effect of dilutive potensial ordinary shares:
Convertible bonds
Share options

2010
2 150 754 967

Diluted average number of shares outstanding

2 615 809 598

627 059 014

-92 261 696

29 522 600

Earnings per share:

2010

2009

- Basic
- Diluted

-0,04
-0,04

0,05
0,05

2009
627 059 014

465 054 631

Profit /(loss)

Warrants issued (see note 17 for details) are out of-the-money as of 31 December 2010 as
well as the reporting date, and therefore does not affect the calculations of dilutive earnings
per share.

17. Share capital and shareholder information
Changes to the number of shares:
No. of shares
2010

2009

Ordinary shares
At 1 January
Share issues
Debt conversion
Profitt/loss allocated to share premium

2 150 754 967
0
0

77 421 634
2 073 333 333

At 31 December

2 150 754 967

2 150 754 967

The nominal value per share is NOK 0.1 after a share split 10:1 was resolved on the
Extraordinary General Meeting on 19 January, 2007.
All issued shares have equal voting rights and the right to receive dividend. For calculation of
earnings per share and diluted earnings per share see note 16.
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The 20 largest shareholders as of 31December2010 are:
Name
CRYSTAL VIOLET BV
RECTOR MARINUS INVEST AS
GOLDMAN SACHS INT. - EQUITY BANK OF NEW YORK MELLON SA/NV
DEUTSCHE BANK AG LONDON
CLEARSTREAM BANKING S.A.
UBS AG, LONDON BRANCH
CANICA AS
BROWN BROTHERS HARRIMAN & CO
LABROY MARINE LTD.
PARETO GROWTH AS
SISSENER
EUROCLEAR BANK S.A./N.V. ('BA')
PARETO ENERGY SOLUTIONS AS
FREYER HOLDING AS
TANJA A/S
PATRONIA AS
WIECO INVEST AS
WIESE
OSLO PENSJONSFORSIKRING AS PM
Total 20 largest shareholders
Other
Total shares

Account
type

NOM
NOM
NOM
NOM
NOM

NOM

Contry of
origin
NLD
NOR
GBR
BLG
GBR
LUX
GBR
NOR
USA
SGP
NOR
NOR
BLG
NOR
NOR
NOR
NOR
NOR
NOR
NOR

Number of
shares
1 736 518 874
139 757 374
70 022 000
40 289 335
33 860 632
13 894 167
12 501 133
10 105 833
9 994 100
8 726 400
8 165 403
4 947 333
4 118 339
3 878 000
3 612 000
3 583 333
3 509 000
3 509 000
3 240 500
3 168 000
2 117 400 756
33 354 211
2 150 754 967

Owner
interest
80,74 %
6,50 %
3,26 %
1,87 %
1,57 %
0,65 %
0,58 %
0,47 %
0,46 %
0,41 %
0,38 %
0,23 %
0,19 %
0,18 %
0,17 %
0,17 %
0,16 %
0,16 %
0,15 %
0,15 %
98,45 %
1,55 %
100,00 %

In 2007 the Group 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 any particular period is less than 11.99 %, no warrants can be exercised.
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18. Accounts payable and other current liabilities
(1.000 EUR)
Trade accounts payables
Government taxes, tax deductions etc.
Pre-payments from customers
Other short term liabilities
Total

2010
24 869
0
46 271
109 683
180 824

2009
10 432
256
1 824
6 881
19 392

The pre-payments are related to the ConocoPhillips contract. In the Group Consolidated
Accounts these payments will be recognized in the income statement on a straight line basis
over the period of the ConocoPhillips contract. Other short term liabilities consist amongst
other of payment of convertible loan (67.9 MEUR) which is due in June 2011and the partial
repayment (35 MEUR) of the bank loan in Jacktel estimated to be made in 2011.

19. Legal disputes
The Group has identified the following significant matters or disputes with third parties:
ConocoPhillips Scandinavia AS has claimed approximately 26 MEUR in liquidated
damages from Jacktel AS resulting from late delivery of the vessel “Haven” due to
commence operation under contract for ConocoPhillips in the near future. Master Marine
has disputed all such claims on grounds of interpretation of the contract language. Master
Marine is of the opinion that ConocoPhillips has no legitimate claim for the liquidated
damages. Discussions between ConocoPhillips and Master Marine to resolve the matter
are ongoing.
Flexmodul AS has claimed approximately 59 MNOK in compensation from Jacktel AS for
non payment of several variation orders. Further, Master Marine has claimed liquidated
damages in compensation for late delivery of equipment and services in excess of 30
MNOK. Master Marine has disputed all such claims from Flexmodul and is of the opinion
that Flexmodul has no legitimate claim for any compensation in excess of Master Marine‟s
counter claim. Flexmodul has initiated court proceedings against Master Marine AS and
Jacktel AS in Norway and arbitration proceedings against Jacktel AS in Singapore.
AS Nymo has claimed approximately 14 MNOK in compensation from Jacktel AS for
work performed at their yard in Eydehavn which they claim is for the account of Jacktel
AS. Master Marine is of the opinion that Nymo has no legitimate claim for any amounts
claimed hereunder. Discussions between Nymo and Master Marine/Jacktel to resolve the
matter are ongoing.
Labroy Offshore Ltd (a subsidiary of Drydocks World, Dubai) has disputed the
cancellation of the construction contract between Master Marine AS and Labroy Offshore
for the second jack up vessel currently under construction at Batam, Indonesia and has
initiated arbitration proceedings in Singapore. Master Marine believes that Labroy
Offshore will have no case to dispute the cancellation. In April 2011, Master Marine made
payment demands under the refund guarantees to recover prepayments made to Labroy
Offshore under the contract. The yard has filed an application for an injunction to prevent
33

payment by the banks and a hearing in Singapore court is scheduled for 19 May 2011. See
note 20 for further details.
Master Marine is preparing a substantial claim for compensation from Labroy Offshore for
rework on “Haven”. In connection with early delivery of “Haven” in June last year, an
amount of 5 MEUR of the overall settlement was put on escrow account to secure potential
future claims for rework.

20. Events after the balance sheet date
The “Haven” accommodation unit currently under construction at AS Nymo‟s yard at
Eydehavn, Norway, has experienced further delay and significant cost increase.
ConocoPhillips Scandinavia AS has agreed in writing not to exercise its right to cancel the
contract if delivery takes place prior to 1st August 2011. The unit is near completion and
expected to commence operation under the ConocoPhillips contract in June 2011.
The owners behind the principal shareholder Nordic Capital has provided additional term
loans, drawn in March and April 2011, in the amount of 50 MEUR to finance the increased
cost to complete the “Haven” accommodation unit. Further loans are conditionally available
in an amount sufficient to complete the “Haven” accommodation unit based on current
schedule and cost estimate.
The second jack up vessel (L206) currently under construction at Drydocks World‟s Batam
yard in Indonesia continues to experience very slow progress and anticipated completion is
uncertain. In addition, refund guarantees were not extended within the deadline in April 2011
and otherwise not according to contract terms. Accordingly, Master Marine AS cancelled the
construction contract with Labroy Offshore Ltd (a subsidiary of Drydocks World, Dubai) in
April 2011 on the basis of missing or inadequate extensions of refund guarantees and on the
basis of late delivery. Master Marine has made payment demands for 93.6 MEUR under the
refund guarantees issued by three Singapore banks to recover prepayments made to Labroy
Offshore under the contract.
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FINANCIAL STATEMENTS 2010
Master Marine AS
Profit and Loss statement
1 January – 31 December
Audited
2010
54 086
54 086

Audited
2009
2 740
2 740

5
4
12
12

-4 554
-12 206
-40 000
-115
-56 874
-2 788

-2 867
-5 423
-6 711
-59
-15 060
-12 320

7
7

38 951
-73 206
-34 255

52 831
-18 561
34 270

-37 043
-37 043

21 950
7 573
29 523

0
-37 043

0
29 523

(In EUR 1.000)
Net profit this period

-37 043

29 523

COMPREHENSIVE INCOME

-37 043

29 523

Allocation of comprehensive income
Share premium reserve
Retained earnings

-37 043

29 523

-0,02
-0,02

0,05
0,05

(In EUR 1.000)
Income
TOTAL OPERATING INCOME

Notes
3

OPERATING EXPENSES
Salary and personnel costs
Other operating expenses
Impairments
Depreciation
TOTAL OPERATING EXPENSES
OPERATING PROFIT / (LOSS)
FINANCIAL INCOME AND EXPENSES
Financial income
Financial expenses
NET FINANCIAL ITEMS
Net result before changes in fair value of
derivative of convertible bond (CB)
Changes in fair value of derivative of CB
PROFIT/(LOSS) BEFORE TAX

7,9

Income tax expense (benefit)
NET PROFIT (LOSS)

11

Statement of Comprehensive Income

Earnings per share:
- Basic
- Diluted
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Master Marine AS
Statement of Financial Position
(In EUR 1.000)

Audited
31.12.2010

Audited
31.12.2009

12
12
12
12

125 313
180 739
25 000
428
331 481

315 709
24

14
15

19 164
22 459
41 623

3 102
21 866
24 968

373 103

340 922

25 754
211 642
2 866
240 263

25 754
245 320
59
271 133

240 263

271 133

9

49 991
49 991

50 396
50 396

18
18

4 128
78 722
82 850
132 841

10 432
8 960
19 392
69 788

373 103

340 922

Notes

ASSETS
Non-current assets:
Property, plant and equipment
Shares in subsidiary
Other long term receivables
Intangible assets
Total non-current assets
Current assets:
Other current assets
Cash and cash equivalents
Total current assets
TOTAL ASSETS
EQUITY AND LIABILITIES
Paid in capital:
Issued capital
Share premium
Other paid in capital
Total paid in capital
Other equity:
Retained earnings
Total other equity
Total equity

17
17
17

Non-current liabilities:
Other long-term liabilities
Total long-term liabilities
Current liabilities:
Accounts payable
Other current liabilities
Total current liabilities
Total liabilities
TOTAL EQUITY AND LIABILITIES

Tom Vidar Rygh

Kjell Martin Grimeland

220
315 953

Peter Hansson

Chairman of the Board

Inge K Hansen

Jan Håkon Pettersen

Per Johansson
CEO
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Master Marine AS
Statement of Changes in Equity
Share
Share
Capital premium
(In EUR 1.000)
Equity as at January 1, 2009
Share issues
Debt conversion
Net income (loss)
Equity as at December 31, 2009
Share issues
Issue of convertible loan
Net incom (loss)
Equity as at December 31, 2010

953
22 298

100 029
103 256

2 503

12 513
29 523

25 754
-

245 320
3 365
-37 043
211 642

25 754
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Other
paid in
capital
59

Retained
earnings
-

Total
equity
101 042
125 554
15 016
29 523

59
2 807
2 866

-

271 133
6 172
-37 043
240 263

Master Marine AS
Cash Flow Statemet

(In EUR 1.000)

Notes

Audited

Audited

Year ended

Year ended

December 31,

December 31,

2010

2009

Cash flow from operating activities:
Profit/(loss) after tax

-37 043

Adjustment to reconcile profit/(loss after tax to net cash flows:

29 523

-

Non-cash items:
Depreciation and impairment of property, plant and equipment

12

40 000

6 771

Financial income

7

-38 951

-52 831

Financial expenses

7

73 206

18 561

Changes in fair value of financial instruments

7,9

-

-7 573

Changes in terms conv bond

7,9

-9 179

-

Increase in trade and other receivables

14

-41 062

-1 116

Increase in trade and other payables

18

-6 304

787

-19 333

-5 879

22 350

-

-77 669

-184 352

-208

-220

Working capital adjustments:

Net cash flow from operating activities
Cash flow from investing activities:
Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment and shares in subsidiaries

12

Purchase of intangible assets
Investment in subsidiaries

-24

Interests received
Net gain financial investments
Net realized agio
Net cash flow from investing activities

-81

568

-

-

-481

3 623

-56 089

-180 405

125 554

Cash flow from financing activities:
Proceeds from issue of shares and convertible bond

17

76 013

Customer prepayments

18

-

Net proceeds from borrowings

9

-

-

Repayment of borrowings

-

Interest paid

2

-14 349

76 015

111 204

593
-

-75 080
1 482

21 866

95 464

22 459

21 866

Net cash flow from financing activities
Net increase/(decrease) in cash and cash equivalents
Net currency translation effect
Cash and cash equivalents at beginning of period

15

Cash and cash equivalents at end of period
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Notes
1. General information
Master Marine AS, the parent company of the Master Marine Company (“Master Marine” or
“the Company”) is a private limited company, incorporated in Norway. The company‟s
headquarter is located at Drammensveien 288, 0283 Oslo, Norway. Master Marine is an
offshore service company, specialising in transport and offshore installation of heavy
structures for the energy industry, and offshore accommodation.
The Annual Report was approved by the Board of Directors on 4 May, 2011.

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”), as well as 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 statement of comprehensive income 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 applies 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
No new standards or interpretations that have material impact on the Company have been
implemented in 2010.
(c)
Early adoption of standards and interpretations
No standards or interpretations have been early adopted in 2010.
(d)
Standards and interpretations in issue not yet adopted
Management anticipate that the standards and interpretations in issue but not yet effective will
be adopted in the financial statements when they become effective, and foresee currently no
material impact by the adoptions on the financial statements of the Company in the period of
initial application, however this will be further assessed upon implementation.
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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 circumstances, 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.
Management assess whether there are any indications of impairment for all non-financial
assets at the reporting date. The unit under production is tested for impairment when there are
indications that the carrying values may not be recoverable. When value in use calculations
are performed, management estimates the expected future cash flows from the assets or cashgenerating unit and chooses a suitable discount rate in order to calculate the present value of
those cash flows. These are 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.
2.6 Revenue recognition
Revenue is recognised at the time of the transaction when it is probable that the transaction
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.
Lease income from operating leases is recognised in income on a straight-line basis over the
lease term, unless another systematic basis is more representative of the time pattern in which
use benefit derived from the leased asset is diminished.
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 incurred, are 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 exchange 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
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on the balance sheet date. Changes to exchange rates are recognised in the income statement
as they occur during the accounting period.
2.8 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. All consecutive interest expense on the
financing is added to the carrying value of the units. Investment income earned on any
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.
2.9 Income tax
Tax cost consists of tax payable and changes to deferred tax. Deferred tax liability/tax assets
are calculated on differences between the book value and tax value of assets and liabilities.
Deferred tax assets are recognised when there is other convincing evidence proving 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. Deferred tax and
deferred tax assets are measured on the basis of the expected future tax rates applicable,
recognised at their nominal value and classified as non-current asset investments (long-term
liabilities) in the balance sheet. Taxes payable and deferred taxes are recognised directly in
equity to the extent that they relate to equity transactions.
2.10 Assets under construction and other tangible assets (non-financial)
The units under construction are classified as non-current assets and recognised at cost until
the production or development process is completed. The units under construction are not
depreciated until the asset has been completed and is available for 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 non-current assets is the purchase
price, including taxes/duties and costs directly linked to preparing the asset ready for its
intended use. Units 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.
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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
will be recognised in the carrying value of the units if certain recognition criteria are satisfied.
The recognition will be 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 will be de-recognised. The remaining costs that do not meet the
recognition criteria are recognised as repairs and maintenance expenses.
2.11 Leased Operating Equipment/Units
Costs, including depreciation, incurred in earning the lease income are recognised as an
expense. Lease income (excluding receipts for services provided such as insurance and
maintenance) is recognised on a straight-line basis over the lease term even if the receipts are
not on such a basis, unless another systematic basis is more representative of the time pattern
in which use benefit derived from the leased asset is diminished.
Initial direct costs incurred by lessors in negotiating and arranging an operating lease shall be
added to the carrying amount of the leased asset and recognised as an expense over the lease
term on the same basis as the lease income.
Leases are classified as finance leases whenever the terms of the lease transfer substantially
all the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases. The evaluation is based on the substance of the transaction rather than the form of the
contract, and the determination is made when the leasing agreement is entered into. Financial
leases are accounted for as debt financed purchases of assets, and the annual lease payments
are allocated as finance costs and amortization of the lease liability. Capitalised lease assets
are depreciated over the shorter of the estimated useful life of the asset and the lease term if
there is no reasonable certainty that the Company will obtain ownership by the end of the
lease term. For operating leases, the lease payments (i.e. a time charter hire or bareboat hire)
are recorded as ordinary operating expenses or income, and charged to profit and loss on a
straight-line basis over the term of the relevant lease. Contingent rents are recognized as
revenue in the period in which they are earned or as expense in the period in which they are
incurred.
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.
(d) 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 sale 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.
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(e) 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.
(f) Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets 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 are 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 Company of financial assets where changes in value are not recognized through the
income statement are impaired. Impairment only occur if there are objective indicators of
impairment as a result of one or more events after initial carrying value and the events affect
the future cash flows and this can be estimated reliably. If such impairment is indicated for
loan and receivables carried at amortized cost, the amount of impairment 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, the Company 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 De-recognition of financial assets and liabilities
A financial asset is derecognised when:
- The rights to receive cash flows from the asset have expired;
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-

-

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 „passthrough‟ 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 de-recognition 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.
When a convertible bond loan is converted to shares, the difference between the subscription
price for the shares and the market value is recognized in the statement of comprehensive
income. Further, any difference between the book value of the loan derecognized at the date
of conversion and the new equity from the debt conversion is also recognized in the statement
of comprehensive income.
2.16 Cash and cash equivalents
Cash includes cash in hand and in the 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
(a) 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.
(b) 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
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 them 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) that a financial settlement will
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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. 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. 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
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. Income and Segment Information
The Company has no reportable segments as of 31 December 2010, as the unit constituting
the business segments was under construction during the reporting period. The income of 54.1
MEUR in 2010 include a gain in connection with the disposal of L205 to Jacktel AS and
engineering and planning work related to the now cancelled contract for installation of wind
turbines with Scira Offshore Energy.

4. Other Operating Expenses
(1.000 EUR)
Marketing
Rental and leasing costs
Travel costs
Consultancy fees and ext personnel and crew for L206
Office and administrative costs
Prepare for operation of Haven*
Other operating costs
Total other operating expenses

2010
240
564
975
6 626
365
1 064
2 372
12 206

2009
349
596
472
3 067
500
437
5 423

* including payment to OSM Offshore AS for pre operational expenses for the “Haven”
accommodation unit before the unit was transferred to Jacktel AS.
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Other operating expenses are related to the Sheringham Shoal wind turbine installation project
for Statoil as well as pre operational expenses for the L206 vessel.
(1.000 EUR)
Statutory audit
Tax and other services
Total auditor’s fee

2009
46
24
70

2010
34
78
112

5. Salary and personnel expense and management remuneration
(1.000 EUR)
Salaries and holiday pay
Pension costs defined contribution plans
Share based compensation (warrants)
Other personnel expenses
Total salaries and personnel expense
The average number of man-years employed during the financial
year

2010
3 507
253

2009
2 056
140

793
4 554

671
2 867

28,5

27,5

Pension plan
The Company has a defined contribution plan, calculated at 5 % of the salary between 1-6 G
plus 8 % of the salary between 6-12 G.
The contributions recognized as expenses in the income statement equaled 253.000 in 2010
and 138.000 in 2009.
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Management remuneration
The table below shows remuneration for senior management and members of the Board in
Master Marine.
2010
(1.000 EUR)
Management
Per M. Johansson
(CEO)
Christian Mowinckel
(01.05.10-31.12.10)
Anders Bruun-Olsen
(01.01.10-28.02.10)
Board of directors*
Tom Vidar Rygh
Peter Hansson
Kjell Martin
Grimeland
Geir Sandvik
Jan Håkon Pettersen
Inge K Hansen
Total remuneration

Board
compensation

Benefits
in kind

Salary

Defined contribution
pension plan

Total

235

29

7

271

118

2

5

125

187

0

2

189

6
3

6
3

3

3

3
3
3
21

3
3
3
606

353

31

14

*for the period 04.11.2009 to 31.12.2009
2009
(1.000 EUR)
Management
Per M. Johansson (CEO)
Anders Bruun-Olsen (CFO)
Board of directors
Geir Sandvik (Chairman to
04.11.2009, ordinary member
after that)
Tom Røtjer (board member to
04.11.2009)
Rebekka Glasser Herlofsen
(board member to 04.11.2009)
Bente Thiis Thornton (board
member to 04.11.2009)
Jetmund Hanssen (board
member to 04.11.2009)
Total remuneration

Board
Benefits
compensation Salary in kind
230
164

24
1

Defined contribution
pension plan

Total

12
8

265
173
-

49

49

28

28

28

28

28

28

28

28

162

394

25

19

There is no share option or warrant program for management or members of the Board.
Shares held by management and members of the Board as of 31 December 2010
No members of the senior management or Board of directors hold shares in the company.
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6. Transactions with related parties
The owners behind the principal shareholder (Nordic Capital) provided Master Marine AS
with a loan facility of 140 MEUR in 2009. This loan was converted to a combined loan and
guarantee facility in 2010. As of yearend 2010, a total of 50 MEUR was drawn under the
facility and 16 MEUR and 19 MEUR were drawn in January and February 2011 respectively.
The owners also acquired all outstanding bonds in the 60 MEUR bond loan as part of the
refinancing of Master Marine in 2009; see note 9 for details.
Owners have provided further loans to Master Marine AS subsequent to year end to finance
additional cost to complete the “Haven” accommodation unit. Up to the date of approval of
the Annual Account, total additional loans from Nordic Capital and drawn in March and April
2011, amount to 50 MEUR. Further loans are conditionally available in an amount sufficient
to complete the “Haven” accommodation unit based on current schedule and cost estimate.
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. Former member of the Board of Directors
Jetmund Hanssen (retired 04.11.2009) is employed with Semar and was hired by Master
Marine as a project manager under the framework agreement. Jetmund Hanssen owns 19 % of
the shares in the company Luen AS, which owns 0.13 % of the shares in Master Marine and
9% of the shares in Semar. Based on the framework agreement, the Company purchased
services from Semar valued at 4.2 MEUR (2.2 MEUR in 2009).
All the transactions with related parties are carried out on market terms at arm‟s length basis.

7. Financial income and expenses and changes in fair value of
convertible bond
(1.000 EUR)
Financial income
Interest income
Foreign exchange gains
Other financial income
Total financial income
Financial expenses
Interest expense
Foreign exchange losses
Other financial expenses
Total financial expenses

2010

2009

517
38 434
0
38 951

632
16 199
36 000
52 831

-2
-37 884
-35 321
-73 206

-355
-18 205
-18 561

Changes related to the convertible bond loan
Changes in fair value of derivative of CB
Changes in the terms of the bond loan
Net effect embedded derivative CB

7 573
0
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7 573

Other financial expenses are mainly related to the effect of the 140 MEUR term loan facility
from Nordic Capital being replaced by a new 140 MEUR loan and guarantee facility. The
balance of the accrued arrangement fee was then recognized in the profit and loss account. In
addition, other financial expenses also include interest expense on the convertible bond.

8. Investments and other financial instruments
Classification of financial assets and liabilities as of 31 December 2010:
Loans and
receivables
(1.000 EUR)
Financial assets
Other current assets
Cash and cash equivalents
Total financial assets
Financial liabilities
Other long term liabilities
Accounts payable
Other current liabilities
Total financial liabilities

19 164
22 459
41 623

Financial
liabilities at fair
value through
profit and loss

Other financial
liabilities

0

49 991
4 128
78 722
128 712

0

4 128

Other current liabilities consist amongst other of repayment of convertible loan.
Classification of financial assets and liabilities as of 31 December 2009:
Loans and
receivables
(1.000 EUR)
Financial assets
Other current assets
Cash and cash equivalents
Total financial assets
Financial liabilities
Convertible bond loan
Embedded derivative of convertible
bond
Other long term liabilities
Accounts payable
Other current liabilities
Total financial liabilities

3 102
21 866
24 968

Financial liabilities Other financial
at fair value
liabilities
through profit and
loss

0

0

0

10 432
8 960
19 392

50 396

50 396
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9. Loans
67.9 MEUR Convertible Bond Loan
The 60 million 3 year senior secured FRN bond loan with call options after year 1 and 2
issued by Master Marine AS in June 2008 was changed to a convertible bond loan in the
Annual General meeting on 9 June 2010. The loan was increased by 7.9 MEUR, by adding
accrued unpaid interest up to such date, to 67.9 MEUR and it was agreed that no further
interest shall accrue. The conversion price was set to 0,146 EUR and the conversion period is
from 9 June 2010 to ten days before maturity day which is 20 June 2011. Nordic Capital has
an option to replace the bond loan with a new long term loan to Master Marine AS on terms
similar to terms of additional term loans provided subsequent to the balance sheet date;
further described in note 20.
140 MEUR Loan and Guarantee Facility
In connection with the financial restructuring in 2009, Nordic Capital made available a 140
MEUR loan facility to Master Marine AS. In 2010 this loan was subsequently replaced by a
140 MEUR loan and guarantee facility, including a loan facility up to 85.4 MEUR and a
guarantee facility up to 54.6 MEUR. The interest rate is unchanged at 12 % p.a. The loan and
guarantee facility, which may be secured by a 2nd lien mortgage on the “Haven”
accommodation unit, matures on 31 December 2015.
At year end 2010, 50 MEUR was drawn under the loan facility. Subsequent to year end a
further 35 MEUR has been drawn under the loan facility. The 39.6 MEUR ConocoPhillips
guarantee was issued in April 2010 for prepayments in the same amount made to Master
Marine AS. A 15 MEUR OPEX guarantee in favor of the lenders under the bank loan to
Jacktel AS will become effective once the “Haven” is on contract to ConocoPhillips.

10. Financial Instruments and Risk Management
Risk Management Overview
The Company is exposed to a number of different financial market risks arising from the
Company‟s normal business activities. Financial market risk is the possibility that fluctuations
in currency exchange rates or interest rates will affect the value of the Company‟s assets,
liabilities or future cash flows. To reduce and manage these risks, the Company periodically
reviews and assesses its primary financial market risks. Once risks are identified, appropriate
action is taken to mitigate the specific risk.
Operational Project Risk
The Company‟s ongoing construction project involves substantial operational risk and a
system to identify and monitor such risks has been developed. The risks identified in each
operational project are closely monitored and measured by the Risk Manager and reported
each month to management and the project team who decide whether or not to take mitigating
actions.
The Company is exposed to risk associated with its owner furnished equipment installed on
the second vessel for which the construction contract has been terminated. However, the
contract stipulates that, in the event of a cancellation, the yard must either acquire the
equipment at full value or return it to Master Marine in same condition as delivered to the
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yard. Without this equipment, the vessel may not be completed within reasonable time in a
condition required for its intended use.
Currency Risk
The functional currency of Master Marine is EURO. The Company aim to minimize the
currency risk by balancing, to the extent possible, the currencies of different types of assets
and liabilities as well as balancing revenues against expenses.
The Company‟s accounts reflect the value of one unit under construction and the contractual
amounts are primarily in EURO. All funding of such construction expenditure except for
equity is denominated in EURO. It is the policy of the Company to hold liquid funds in
currencies to match the currencies of expected expenditures, primarily EURO and NOK, but
also to some extent USD and SGD. The Company has also used derivatives to mitigate
currency risk.
The Company‟s future revenue from existing contracts will be in Euro while expenses will be
primarily in NOK and EURO. The Company will aim to reduce the currency exposure
generated from operational cash flow by using derivatives. The Company may also do
business in areas where contracts are likely to be denominated in USD which may expose the
Company to different foreign exchange risk.
The following table shows the calculated effect on the Company‟s profit and equity resulting
from a change in the EUR exchange rate, with all other variables held constant:.

2010
2009

+/- basis point in exchange
rate EUR/NOK

Effect on profit before
tax (1.000 EUR)

Effect on equity
(1.000 EUR)

20
20

-209/219
-17/28

-209/219
-17/28

Interest Rate Risk
The Company has substantial interest bearing debt, but exposure to interest rate risk is
limited. The loan from Nordic Capital has fixed interest and the convertible bond is not
interest bearing.
The following table demonstrates the calculated effects on the Company‟s profit and equity
resulting from a change in interest rates, with all other variables held constant:

2010
2009

+/- basis points in interest
rate

Effect on profit before
tax (1.000 EUR)

Effect on equity
(1.000 EUR)

50
50

111/-111
293/-293

111/-111
293/-293

Credit Risk
It is the Company‟s policy only to make deposits and trade financial instruments with first
class financial institutions with investment grade rating and credit risk associated with this
activity is considered to be insignificant.
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Receivable balances stems from prepayments to suppliers or vendors. Such prepayments are
limited and monitored on an ongoing basis with the result that the Company‟s exposure to
potential bad debts is not significant. No receivables are classified as bad debt. The maximum
exposure is the carrying amount as disclosed in note 14.
In connection with the Company‟s construction projects, substantial prepayments have been
made to the shipyard. All prepayments to the yard are covered by refund guarantees from
reputable international banks with acceptable investment grade rating. The credit risk
associated with the refund guarantees is hence considered to be limited and acceptable. Total
prepayments as of 31 December 2010 amounted to 85.1 MEUR.
Liquidity Risk
With very limited revenue and substantial cash outflows related to vessel construction, the
Company‟s liquidity risk is primarily related to unforeseen cost increase on its ongoing
construction projects. Liquidity throughout 2010 was adequate as funds were available to
finance ongoing construction and preparations for operation. In addition to substantial cash
reserves by the start of the year, 50 MEUR was drawn under the term loan and guarantee
facility from owners during 2010.
As the Company‟s construction projects are nearing completion, the liquidity risk increases.
In response to cost increases, owners have provided additional funding in early 2011. Based
on anticipated delivery date and current cost estimate, available funding is considered to be
sufficient to complete construction and commence operation under the ConocoPhillips
contract.
The Company expects to commence operation of the “Haven” accommodation unit during the
second quarter of 2011. The Company‟s liquidity risk associated with operations is primarily
related to its operating performance including the unit‟s uptime as well as the repayment
profile of its debt. Liquidity risk is considered to be significant with only one unit in
operation, however operational risk associated with offshore accommodation units is
considered to be moderate.
The table below summarizes the maturity profile of the Company‟s financial liabilities:
At 31.12.2010
(1.000 EUR)
Vessels under construction*
Convertible bond
Facility from Nordic Capital
Trade and other payables
At 31.12.2009
Vessels under construction
Senior bond
Trade and other payables

Less than
3 months

3 to 12 months

39 164

1 to 5
years

Over 5
years

38 417
67 898

77 581
67 898
50 000
2 315

50 000
2 315

18 539

226 458

8 380

3 440
60 000

Total

1 200

249 637
60 000
8 380

*The obligations related to completion of the vessel are based upon earlier estimates of
completing L206. This is further described in note 12.
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The Company manages its excess liquidity from loan and equity with low risk placements. All
financial capital is currently placed on deposits with fist class banks with investment grade
rating.
Financial instrument or derivatives risk
The Company has used financial instruments or derivatives during 2010 to manage its
financial risks. Derivatives include spot and forward contracts for buying and selling
currencies as well as interest rate swaps. Spot and forward contracts were mostly to sell EUR
and buy NOK to pay expenses for running the offices and supplies and services from various
Norwegian contractors or vendors. Interest swaps were exclusively to hedge floating rate
exposure related to the 155 MEUR bank loan.
Financial assets and liabilities risk
Set out below is a comparison by category for carrying amounts and fair values of all of the
Company's financial assets and liabilities that are carried in the financial statements. The
estimated fair value amounts have been determined by management, using appropriate market
information and valuation methodologies. The carrying amount of cash and cash equivalents
is a reasonable estimate of their fair value. The difference between carrying value and fair
value on long term liabilities is related to the amortization of the equity component of the
convertible bond.
31.12.2010
Fair value
Carrying
value

(1.000 EUR)
Other current assets
Cash and cash equivalents
Total financial assets
Long term liabilities
Accounts payable
Other current liabilities
Total financial liabilities

19 164
22 459
41 623

19 164
22 459
41 623

49 991
4 128
82 095
136 214

49 991
4 128
78 722
132 841

31.12.2009
Fair value
Carrying
value

(1.000 EUR)
Other current assets
Other financial assets
Cash and cash equivalents
Total financial assets
Long term liabilities
Term loan
Accounts payable
Other current liabilities
Total financial liabilities
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3 102

3 102

21 866
24 968
50 396
0
10 432
8 960
69 788

21 866
24 968
50 396
0
10 432
8 960
69 788

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

2010
0
0
0
0
0
0

2009
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)

2010

Pre-tax profit/(loss)

-37 043

Expected income taxes according to income tax rate 28 %

-10 372

Non deductable expenses

7 013

Non-taxable income
Deferred tax asset from losses carried forward not recognized in
balance sheet
Other
Income tax expense

2009
29
523
8
266
1
498

4 374

7 484

-1 015
0

-17 249
0

Deferred tax and deferred tax assets:
(1.000 EUR)

2010

2009

Deferred tax assets
Long term liabilities at amortised cost
27
696
27 696

Tax losses carried forward
Deferred tax assets - gross

13 908
13 908

Deferred tax liabilities
Property, plant and equipment
Deferred taxation on profits and losses
Other
Deferred tax liabilities - gross

5 456
7 837

3 879

13 293

3 879

Net unrecognised deferred tax assets/(liabilities)

14 403

10 029

The Company has a total tax loss carried forward of EUR 141.969.055 as at 31 December
2010 (2009: 49.671.835) without any expiration date.
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12. Non-current assets
Property, plant and equipment

(1.000 EUR)
Accumulated cost 1 January

2010
Vessels
Other
Total
under construction fixed
assets
322 216 6 304 322 520

Disposals
Accumulated cost 31
December
Accumulated depreciation
1 January
Disposals

2009
Other
fixed
assets
304

Total

135 736

0

Realisation
Additions

Vessels
under
construction
135 432

30 066
29 758 8 308
-187 034 4
-187 034
164 940 0 612

165 552

-6 711 1 -125

-6 836

186 785

0

186 785

3 322 216

304

322 520

-66

-66

-59

-59

6 711 1
-115

Depreciation

-115

Impairment

-40 000 0

-40 000

-6 711

Accumulated depreciation and
impairment 31 December

-40 000 0 -240

-40 240

-6 711

-125

-6 837

Carrying value 31 December

124 940 0 372

125 313

315 505

203

315 709

-6 711

Depreciation of other assets is based on the economic life of the asset using a linear
depreciation method.
Following the transfer of the “Haven” accommodation unit to the subsidiary Jacktel AS in
April 2010, the Company‟s main asset is one vessel under construction (the contract was
cancelled subsequent to the balance sheet date), hence the reduction under “Disposals” in the
table above.
The capitalized amount on the unit includes:
(1.000 EUR)
Construction contracts (yard and others)
Project management and engineering costs
Financial items
Capitalized amounts on the units for the year

2010
10 598
9 982
9 178
29 758

2009
155 364
16 935
14 486
186 785

In 2007 the Company entered into two lump sum construction contracts with Labroy Offshore
Ltd (subsequently acquired by and becoming a subsidiary of Dubai Drydocks World) for the
building of two multipurpose jack-up construction vessels. In 2010 one of the two
construction contracts was transferred to subsidiary Jacktel AS.
The second vessel is substantially delayed due to poor progress at the yard and the
construction contract was cancelled in April 2011. All prepayments to the yard are secured by
refund guarantees from first class banks located in Singapore and demand for payment has
been made hereunder. All Owner Furnished Equipment ("OFE") for the second vessel remain
the property of Master Marine AS.
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Impairment
At each reporting date, an assessment is made according to IAS 36.9, on whether internal or
external information indicates a potential fall in the value of non-current assets. The Company
has carried out an impairment test for the L206 vessel based on assumptions and projections
at the time of approving the financial accounts of 2010.
The unit was under construction as of December 31, 2010 and still was at the date of
cancelling the construction contract (12 April 2011). As a result of the cancellation,
management has made a new assessment of the asset value using best estimate of recoverable
amount based on a set of assumptions. On this basis, the assessment resulted in an impairment
of the book value of the contract for the L206 vessel and a write down of 40 MEUR. The
remaining book value as of 31 December 2010 is 124.9 MEUR.
Shares in subsidiaries
Master Marine AS holds 100 % of the shares in Jacktel AS, Service Jack AS and Master
Marine Crewing AS.
Other long term receivables
The Company has given a loan in the amount of 25 MEUR to a Group company.
Intangible assets

(1.000 EUR)
Accumulated cost 1 January
Realisation
Additions
Accumulated cost 31 December
Accumulated depreciation 1 January
Depreciation
Accumulated depreciation 31 December
Carrying value 31 December

2010
Intangible assets

2009
Intangible assets

220
0
208
428
0
0
0
428

0
0
220
220
0
0
0
220

The intangible assets are computer software related to the operation of the units and operation
of the Company in general.

13. Contractual obligations
The table discloses contractual obligations for the Company the next five years at balance
sheet date. The figures disclosed for 2010 in 2011 is related to remaining commitments and
obligations related to construction of the L206 unit.
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The obligations disclosed in 2012 and 2013 are mainly related to office rental.
(1.000 EUR)
2010
2011
2012
2013
2014
2015
Total

2010
n/a
7 651
380
390
0
0
8 421

2009
245 532
1 870
380
390
400
1 600
250 172

14. Other current assets
(1.000 EUR)
Trade debtors
Pre-paid expenses
Spare parts
Other current assets
VAT refund
Total other current assets

2010
4 256
3 824
369
4 085
6 629
19 164

2009
715
234
1 253
30
870
3 102

Pre-paid expenses are mainly related to a contract for the transport of L206 with heavy lift
vessel from Batam Indonesia to European port after completion at the yard. Other current
assets consist mainly of an outstanding insurance claim under the yard‟s Construction All
Risk insurance policy in relation to the riot which caused damage to some of our equipment
stored at the Batam yard. The VAT refund stems from construction activities on “Haven” at
Nymo yard in Eydehavn, Norway.

15. Cash and cash equivalents
Cash and cash equivalents include demand deposits and petty cash at site.
(1.000 EUR)
Cash
Cash and cash equivalents in the balance sheet

Restricted cash amounts to 977.000 in 2010 versus 424.000 in 2009.
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2010
22 459
22 459

2009
21 866
21 866

16. Earnings per share
The basic earnings per share are calculated as the ratio of the profit/(loss) for the year
attributable to shareholders divided by the weighted average number of ordinary shares
outstanding during the financial year.
(1.000 EUR)
Average number of shares outstanding
Effect of dilutive potensial ordinary shares:
Convertible bonds
Share options

2010
2 150 754 967

Diluted average number of shares outstanding

2 615 809 598

627 059 014

-37 042 986

29 522 600

Earnings per share:

2010

2009

- Basic
- Diluted

-0,02
-0,02

0,05
0,05

2009
627 059 014

465 054 631

Profit /(loss)

Warrants issued (see note 17 for details) are out of-the-money as of 31 December 2010 as
well as the reporting date, and therefore does not affect the calculations of dilutive earnings
per share.

17. Share capital and shareholder information
Changes to the number of shares:
No. of shares
2010

2009

Ordinary shares
At 1 January
Share issues
Debt conversion
Profitt/loss allocated to share premium

2 150 754 967
0
0

77 421 634
2 073 333 333

At 31 December

2 150 754 967

2 150 754 967

The nominal value per share is NOK 0.1 after a share split 10:1 was resolved on the
Extraordinary General Meeting on 19 January, 2007.
All issued shares have equal voting rights and the right to receive dividend. For calculation of
earnings per share and diluted earnings per share see note 16.
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The 20 largest shareholders as of 31December2010 are:
Name
CRYSTAL VIOLET BV
RECTOR MARINUS INVEST AS
GOLDMAN SACHS INT. - EQUITY BANK OF NEW YORK MELLON SA/NV
DEUTSCHE BANK AG LONDON
CLEARSTREAM BANKING S.A.
UBS AG, LONDON BRANCH
CANICA AS
BROWN BROTHERS HARRIMAN & CO
LABROY MARINE LTD.
PARETO GROWTH AS
SISSENER
EUROCLEAR BANK S.A./N.V. ('BA')
PARETO ENERGY SOLUTIONS AS
FREYER HOLDING AS
TANJA A/S
PATRONIA AS
WIECO INVEST AS
WIESE
OSLO PENSJONSFORSIKRING AS PM

Account
type

NOM
NOM
NOM
NOM
NOM

NOM

Contry of
origin
NLD
NOR
GBR
BLG
GBR
LUX
GBR
NOR
USA
SGP
NOR
NOR
BLG
NOR
NOR
NOR
NOR
NOR
NOR
NOR

Total 20 largest shareholders
Other
Total shares

Number of
shares

Owner
interest

1 736 518 874
139 757 374
70 022 000
40 289 335
33 860 632
13 894 167
12 501 133
10 105 833
9 994 100
8 726 400
8 165 403
4 947 333
4 118 339
3 878 000
3 612 000
3 583 333
3 509 000
3 509 000
3 240 500
3 168 000

80,74 %
6,50 %
3,26 %
1,87 %
1,57 %
0,65 %
0,58 %
0,47 %
0,46 %
0,41 %
0,38 %
0,23 %
0,19 %
0,18 %
0,17 %
0,17 %
0,16 %
0,16 %
0,15 %
0,15 %

2 117 400 756
33 354 211
2 150 754 967

98,45 %
1,55 %
100,00 %

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 any particular period is less than 11.99 %, no warrants can be exercised.

18. Accounts payable and other current liabilities
(1.000 EUR)
Trade accounts payables
Government taxes, tax deductions etc.
Pre-payments from customers
Other short term liabilities
Total

2010
4 128
0
0
78 722
82 850

2009
10 432
256
1 824
6 881
19 392

The pre-payments are related to the ConocoPhillips contract. In the Group Consolidated
Accounts these payments will be recognized in the income statement on a straight line basis
over the period of the ConocoPhillips contract. Other short term liabilities consist amongst
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other of payment of convertible loan (67.9 MEUR) which is due in June 2011and the partial
repayment (35 MEUR) of the bank loan in Jacktel estimated to be made in 2011.

19. Legal disputes
The Company has identified the following significant matters or disputes with third parties:
Labroy Offshore Ltd (a subsidiary of Drydocks World, Dubai) has disputed the
cancellation of the construction contract between Master Marine and Labroy Offshore for
the second jack up vessel currently under construction at Batam, Indonesia and has
initiated arbitration proceedings in Singapore. Master Marine believes that Labroy
Offshore will have no case to dispute the cancellation. In April 2011, Master Marine made
payment demands under the refund guarantees to recover prepayments made to Labroy
Offshore under the contract. The yard has filed an application for an injunction to prevent
payment by the banks and a hearing in Singapore court is scheduled for 19 May 2011. See
note 20 for further details.

20. Events after the balance sheet date
The owners behind the principal shareholder Nordic Capital has provided additional term
loans, drawn in March and April 2011, in the amount of 50 MEUR to finance the increased
cost to complete the “Haven” accommodation unit. Further loans are conditionally available
in an amount sufficient to complete the “Haven” accommodation unit based on current
schedule and cost estimate.
The second jack up vessel (L206) currently under construction at Drydocks World‟s Batam
yard in Indonesia continues to experience very slow progress and anticipated delivery is
uncertain. In addition, refund guarantees were not extended within the deadline in April 2011
and otherwise not according to contract terms. Accordingly, Master Marine AS cancelled the
construction contract with Labroy Offshore Ltd (a subsidiary of Drydocks World, Dubai) in
April 2011 on the basis of missing or inadequate extensions of refund guarantees and on the
basis of late delivery. Master Marine has made payment demands for 93.6 MEUR under the
refund guarantees issued by three Singapore banks to recover prepayments made to Labroy
Offshore under the contract.
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