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INDEPENDENT AUDITORS' REPORT

heplic

KPMG Telephone  +974 432 9698
Audit Fax +974 442 5626
2nd Floor Internet www.kpmg.com

Arab Bank Branch Building
25 C Ring Road

P.O. Box 4473, Doha

State of Qatar

To

The Shareholders

Gulf Drilling International Limited Q.S.C.
Doha

State of Qatar

Report on the financial statements

We have audited the accompanying financial statements of Gulf Drilling International Limited Q.S.C. (“the Company”),
which comprise the balance sheet as at 31 December 2008, and the income statement, statement of changes in
equity and cash flow statement for the year then ended, and a summary of significant accounting policies and other
explanatory notes.

Responsibility of the directors for the financial statements

The directors are responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from material
misstatements, whether due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing. Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the Company’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal controls. An audit also includes evaluating the appropriateness
of accounting principles used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
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INDEPENDENT AUDITORS' REPORT

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company
as at 31 December 2008, and its financial performance and its cash flow for the year then ended in accordance with
International Financial Reporting Standards.

Other matters

In addition, in our opinion, the Company has maintained proper accounting records and the financial statements are
in agreement therewith and we confirm that a physical count of the inventories was carried out in accordance with
the established principles. We are not aware of any violations of the provisions of Qatar Commercial Companies
Law No 5 of 2002 or the terms of Articles of Association, to the extent applicable, having occurred during the year
which might have had a material effect on the business of the Company or its financial position as of 31 December
2008. Satisfactory explanations and information have been provided to us by the management in response to all our
requests.

Ci/f

17 February 2009 Ahmed Hussain
Doha KPMG
State of Qatar Qatar Auditor's Registry No. 197
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Gulf Drilling International Limited Q.S.C.

Balance Sheet

As at 31 December 2008 In US Dollars
Notes 2008 2007

ASSETS

Non-current assets

Property and equipment 4 466,886,702 462,300,076
Deferred tax asset 5 2,634,293 2,308,500
469,520,995 464,608,576
Current assets
Inventories 6 12,702,099 8,099,405
Due from related parties 7a 71,144,386 47,424,068
Receivable and prepayments 8 12,807,989 3,187,677
Cash and cash equivalents 9 22,298,845 10,807,991
118,953,319 69,519,141
Total assets 588,474,314 534,127,717

EQUITY AND LIABILITIES
Equity (page 5)

Share capital 10 103,200,000 103,200,000
Legal reserve 11 16,779,608 7,809,978
Retained earnings 141,167,490 60,440,818

261,147,098 171,450,796

Non-current liabilities

Term loans — non current portion 12 254,315,328 270,670,961
Employees’ end of service benefits 13 606.469 269,151
254,921,797 270,940,112

Current liabilities

Due to related parties 7b 2,764,191 2,126,664
Accounts payable and accruals 14 29,587,272 52,863,940
Term loans — current portion 12 39,432,257 36,039,513
Bank overdraft 9 621,699 706,692

72405419 91,736,809
Total equity and liabilities 588,474,314 534,127,717

These financial statements were approved by the Board of Directors and signed on their behalf by the following

on 17 February 2009. o ;

Yousif Rashid Al Khater Yoichi Onoe
Chief Executive Officer Chief Operating Officer
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INCOME STATEMENT

Gulf Drilling International Limited Q.S.C.

Income Statement
For the year ended 31 December 2008

Revenue
Direct cost

Gross profit

Other income

General and administrative expenses
Finance expenses

Profit before taxation

Deferred tax

Net profit for the year

In US Dollars
Notes 2008 2007
230,604,183 163,339,999
(112,164,335) (95,850,046)
118,439,848 67,489,953
15 2785311 350,875
121,225,159 67,840,828
16 (22,052,747) (14,210,775)
9,801,903 (11,316,996)
89,370,509 42,313,057
5 325,793 1,908,849
89,696,302 44,221,906

The attached notes on pages 7 to 23 form an integral part of these financial statements.
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STATEMENT OF CHANGES IN SHAREHOLERS' EQUITYO..:'

Statement of changes in Shareholders’ equity

For thhe year ended 31 December 2008 In US Dollars
2007
Balance at 1 January 2007 103,200,000 3,387,788 20,411,125 126,998,913
Dividend reversal - - *229,977 229,977
Net profit for the year - - 44221906 44,221,906

Total recognized income and expenses for the year
44,451,883 44,451,883

Transfer to legal reserve - 4422190 (4,422,190

Balance at 31 December 2007 103,200,000 7,809,978 60,440,818 171,450,796
2008

Balance at 1 January 2008 103,200,000 7,809,978 60,440,818 171,450,796
Net profit for the year - - 89,696,302 89,696,302

Total recognized income and expenses for the year
89,696,302 89,696,302

Transfer to legal reserve 8,969,630  (8,969,630)

Balance at 31 December 2008 103,200,000 16,779,608 141,167,490 261,147,098

* The adjustment arising from the resolution ( No: 2006:4-1) dated 6 July 2006 in respect of the dividend declared in 2005.

The attached notes on pages 7 to 23 form an integral part of these financial statements.
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Statement of cash flows
For thhe year ended 31 December 2008

Cash flows from operating activities

Profit before taxation

Adjustments for:

Depreciation of property, plant and equipment
Provision for end-of-service benefits

Loss on disposal of property, plant and equipment
Foreign exchange loss

Interest income

Interest expenses

Operating income before changes in working capital

Working capital changes:
Increase in accounts receivable, prepayments and due from related parties

Increase in inventories
(Decrease) / increase in accounts payable, accrued expenses and due to related
parties

End of service benefit paid
Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Interest income

Net cash used in investing activities

Cash flows from financing activities
Movement in term loan

Interest expense

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the year (Note 9)

The attached notes on pages 7 to 23 form an integral part of these financial statements.
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2008
89,370,509

38,234,075
377,188
644,346

(264,249
9,801,903
138,163,772

(33,340,629
(4,602,694)

(22,639,141)
77,581,308

(39,870)
77,541,438

(45,576,539
2,111,491
264,249
(43,200,799)

(12,962,889
(9,801,903)
(22,764,792)
11,575,847
10,101,299

21,677,146

In US Dollars
2007

42,313,057

28,985,234
214,152

53,723
(343,183
11,316,996
82,539,979

(2,991,893)
(2,620,455)

16,728,697
93,656,328

(21,999)
93,634,329
(72,884,667)
343,183

(72,541,484)

(9,039,844)
(11,098,845
(20,138,689

954,156
9,147,143

10,101,299



Notes to the financial statements
For thhe year ended 31 December 2008

1

Legal status and principal activities

Gulf Drilling International Limited Q.S.C.("the
Company”)is registered and incorporated in the State
of Qatar under commercial registration number 27968
as a Qatar Shareholding Company in accordance
with the resolution of the Minister of Economy
and Commerce pursuant to the Qatar Commercial
Companies Law No 5 of 2002, in particular Article 68
thereof. The Company commenced operations on 18
May 2004. The objectives of the Company are to own
or charter offshore jack up drilling rigs, land rigs, work
over rigs and accommodation barges and to provide
drilling related services to oil and gas companies in
Qatar and other countries in the region.

The activities of the Company are governed hy
a joint venture agreement dated 22 March 2004
between Qatar Petroleum and Japan Drilling
Co Ltd, and the Company’s Memorandum and
Articles of Association. As per the joint venture
agreement the Company will continue for a
period of 25 years unless extended or terminated
in accordance with the joint venture agreement.
The shares of Qatar Petroleum which owned
70% in the Company were transferred to Gulf
International Services Q.S.C on 12 February
2008. Gulf International Services Q.S.C.is a
public shareholding company owned 30% by
Qatar Petroleum and 70% by individual investors
and selected institutions.

The Company’'s current shareholders and their
respective shareholdings are as follows:

Gulf International Services Q.S.C 70%
Japan Drilling Co Ltd 30%
100%

a)

b)

d)

Basis of preparation

Statement of compliance
The financial statements have been prepared
in accordance with International Financial
Reporting Standards (IFRSs).

Basis of measurement
These financial statements have been prepared
on the historical cost convention.

Functional and presentation currency
These financial statements are presented in
United States Dollars (“USD"), which is the
Company's functional currency in accordance
with the terms of the joint venture agreement.
All financial information presented in USD has
been rounded to the nearest USD.

Use of estimates and judgements

The preparation of financial statements requires
management to make judgements, estimates
and assumptions that affect the application of
accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual
results may differ from these estimates.

Estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the
period in which the estimate is revised and in
any future periods affected.

In particular, information about significant areas
of estimation uncertainty and critical judgements
in applying accounting policies that have the most
significant effect on the amount recognised in the
financial statements are described in the note 22.
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NOTES TO THE FINANCIAL STATEMENTS :

a)

i)

iii)

Significant accounting policies
Property and equipment

Recognition and measurement

ltems of property and equipment are measured
at cost less accumulated depreciation and
impairment losses, if any [refer accounting policy
3(i)]. Cost includes expenditures that are directly
attributable to the acquisition of the asset. The
cost of self — constructed assets includes the
cost of materials, direct labour and borrowing
costs, any other costs directly attributable to
bringing the asset to a working condition for its
intended use.

The costs of capital work in progress consists
of the contract value and directly attributable
costs of developing and bringing the assets to
the location and condition necessary for them
to be ready for their intended use. Capital
work in progress is transferred to property and
equipment when these assets reach its working
condition for its intended use.

Subsequent costs

The cost of replacing part of an item of property,
plantand equipmentisrecognisedinthe carrying
amount of the item if it is possible that the
future economic benefits embraced within the
part will flow to the Company and its cost can
be measured reliably. The costs of day-to-day
servicing of property, plant and equipment are
recognised in income statement as incurred.

Depreciation

Depreciation is recognised in income statement
on a straight-line basis over the estimated
useful lives of each part of an item of property,

- GULF DRILLING INTERNATIONAL - Annual Report 2008

b)

c)

plant and equipment.

The estimated useful lives for the current and
comparative years are as follows:

Years
Rigs 10-15
Plant and machinery 6-7
Furniture and fixtures 6-7
Computers 3
Vehicles 5

Depreciation methods, useful lives and residual
values of property, plant equipment are re-
assessed annually.

Borrowing costs

Borrowing costs attributable to acquisition or
construction of property, plant and equipment
are capitalised as part of the cost of the asset
up to the date of the asset being put into
use. Other borrowing costs are recognised
as expenses in the period in which they are
incurred. For the purpose of determining interest
available for capitalization, the costs related to
these borrowings are reduced by any investment
income on the temporary investment of the
borrowing.

Inventories

Inventories are measured at the lower of cost
and net realisable value. The cost of inventories
IS based on the average cost method and
includes expenditures incurred in acquiring the
inventories and bringing them to their existing
location and condition. Net realisable value
Is the estimated selling price in the ordinary
course of business, less the estimated costs
of completion and selling expenses. Provision



d)

e)

f)

is made for obsolete and slow-moving items
based on management’s judgement.

Employee benefits

Defined benefit plan

The Company provides for employees’ end of
service benefits determined in accordance with
the Labour law of Qatar. Applicable benefits
are paid to employees on termination of
employment with the Company. The Company
has no expectation of settling its employees’
terminal benefits obligation in the near term and
have classified this as a non-current liability.

Defined contribution plan

Under law no. 24 of 2002 on retirement and
pension, the Company makes contribution to
a government pension scheme for existing
and retired Qatari employees calculated as
a percentage of the employees’ salaries.
The Company’s obligations are limited to the
contributions which are expensed when due.

Provisions

Provisions are recognised when the Company
has an obligation (legal or constructive) arising
from a past event, and the costs to settle the
obligation are both probable and able to be
reliably measured.

Foreign currency transactions

Transactions in foreign currencies are recorded
at rates of exchange prevailing at the dates of
the transactions. Monetary assets and monetary
liabilities denominated in foreign currencies
at the balance sheet date are reported at
the exchange rates prevailing at that date.

Realised and unrealised exchange differences
arising from these are recognised in the income
statement.

Financial instruments

A financial instrument is any contract that gives
rise to both a financial asset of one enterprise
and a financial liability or equity instrument of
another enterprise.

Recognition and de-recognition

The financial assets and liabilities are
recognised on the date they are generated and
on the date at which Company becomes a party
to the contractual provisions of the instrument.

The Company de-recognizes a financial asset
when the contractual rights to the cash flows
from the asset expire, or it transfers the
rights to receive the contractual cash flows
on the financial asset in a transaction in
which substantially all the risks and rewards
of ownership of the financial asset are
transferred.

The Company de-recognizes a financial liability
when its contractual obligations are discharged
or cancelled or expire.

Non-derivative financial instruments
Non-derivative financial instruments comprise
other receivables, due from related parties,
cash and cash equivalents, term loans and
overdraft, and trade and other payables.

Cash and cash equivalents

Cash and cash equivalents comprise cash
on hand and balance with banks, including
deposits, having a maturity of less than 90
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h)

days. For the cash flow statement it is shown
net of bank short term borrowings.

Accounts receivable and other receivables
Account receivables including due from related
parties and other receivables are stated at
amortised cost being the fair value net of
provision for amounts estimated to be doubtful
as determined by the management.

Payable

Account payables including due to related
parties are stated at amortised cost being the
fair value and recognized for amounts to be
paid in future for goods or services provided,
whether or not billed by the supplier.

Term loans

All'loans and borrowings are initially recognized
at the fair value of the consideration received
less directly attributable transaction costs.
After initial recognition, interest bearing loans
and borrowings are subsequently measured
at amortised cost using the effective interest
method. Gains and losses are recognized in
the income statement when liabilities are
derecognizedaswellasthroughtheamortization
process.

Revenue recognition

Revenue represents the invoiced value of work
done during the period as per the rate specified
in the contracts.

Income from interest on bank deposits is
recognised in the income statement as it accrues
(using effective interest rate) taking into account
the agreed interest rate on deposits.
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Impairment

Financial assets

An assessment is made at each balance sheet
date to determine whether there is objective
evidence that a financial asset or group of
financial assets may be impaired. Allimpairment
losses are recognised in profit or loss.

An impairment loss in respect of financial asset
measured at amortised cost is calculated as
the difference between its carrying amount,
and the present value of the estimated future
cash flows discounted at the original effective
interest rate.

Non-financial assets

The Company assesses whether there are any
indicators of impairment of all non financial
assets at each reporting date. Non financial
assets are tested for impairment when there
are indicators that the carrying amount may not
be recoverable. If any such indication exists, the
asset’s recoverable amount is estimated. An
impairment loss is recognised in the statement
of income, whenever the carrying amount of an
asset exceeds its recoverable amount.

Income tax and deferred tax

The Company is exempted from income tax for
an initial period of 10 years commencing from 18
May 2005. The Company may be granted with an
additional tax exemption period after the expiry
of the initial tax exemption period. Accordingly,
no current provision for income taxation has been
provided for in these financial statements.

Deferred income taxis provided using the liability
method on all temporary taxable differences at
the balance sheet date. Deferred income tax



NOTES TO THE FINANCIAL STATEMENTS

k)

assets and liabilities are measured at the tax
rates that are expected to apply to the period
when the asset is realized or the liability is
settled, based on laws that have been enacted
as of the balance sheet date.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of
the deferred income tax asset to be utilized.

Operating leases

Leases where the lessor retains substantially all
the risks and benefits of ownership of the asset
are classified as operating leases. Operating lease
payments are recognized as an expense in the
income statement on a straight-line basis over the
lease term.

New standards and interpretations not yet
adopted

A number of new standards, amendments
to standards and interpretations are not yet
effective for the year ended 31 December 2008,
and have not been applied in preparing these
financial statements:

e The revised IAS 23 states that borrowing
costs that are directly attributable to the
acquisition, construction or production of
a qualifying asset form part of the cost
of that asset. The entity shall determine
the amount of borrowing costs eligible
for capitalization as the actual borrowing
costs incurred on that borrowing during the
period less any investment income on the
temporary investment of those borrowings.
Other borrowing costs are recognised as an

expense. Therefore the accounting policy
election to either capitalise or expense
borrowing costs that are directly attributable
to the acquisition, construction or production
of a qualifying asset no longer exists. The
amendment will have no impact on the
Company, asthe Companyisalreadyfollowing
a policy of capitalizing the borrowing costs.

Revised IAS 1 Presentation of Financial
Statements (2007) introduces the term total
comprehensive income, which  represents
changes inequity during a period other than those
changes resulting from transactions with owners
in their capacity as owners. Total comprehensive
income may be presented in either a single
statement of comprehensive income (effectively
combining both the income statement and
all non-owner changes in equity in a single
statement), or in an income statement and a
separate statement of comprehensive income.
Revised IAS 1, which becomes mandatory for
the company’s 2009 financial statements, is
expected to have a significant impact on the
presentation of the financial statements. The
company plans to provide total comprehensive
income in a single statement of comprehensive
income for its 2009 financial statements.

The International Accounting Standards
made certain amendments to existing
standards as part of its annual improvement
project. The effective dates of these
amendments vary by standard and mostly
will be applicable to the Company’s 2009
financial statements. The Company does
not expect these amendments to have
any significant impact on the financial
statements.
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NOTES TO THE FINANCIAL STATEMENTS

4. PROPERTY AND EQUIPMENT (CONTINUED)

a) The depreciation charge has been allocated in the income statement as follows;

2008 2007

Cost of sales 37,467,495 28,524,249
General and administration expenses 766,580 460,985
38,234,075 28,985,234

b)  The total borrowing costs capitalized during the year was USD 2007) 2,675,324: USD 8,329,966)
¢)  The encumbrances and liens on plant and equipment are set out in Note 12.

5. DEFERRED TAXATION

2008 2007
Balance at the beginning of the year 2,308,500 399,651
Provided during the year 325,793 1,908,849
Balance at the end of the year 2,634,293 2,308,500

The deferred taxation attributable to temporary differences arising between the books of accounts and
taxation basis of depreciation of rigs have been provided using the liability method.

6. INVENTORIES
2008 2007

Drilling materials, spare parts, consumables and goods in transit 12,702,099 8,099,405
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NOTES TO THE FINANCIAL STATEMENTS :

7. RELATED PARTIES

The Company in the normal course of its business carries out transactions with its share holders and their ~ related

parties.

The transactions with related parties are summarised below:

Name of related party Nature of relationship

Type of transaction

Qatar Petroleum

Qatar Liquefied Gas
Company Limited

RasGas Company Limited
Japan Drilling Company Ltd.
Amwaj Catering

Qatar Fuel

JOSCO Limited

Al Koot
Gulf Helicopters

Affiliated company

Affiliated company

Affiliated company

Shareholder
Affiliated company
Affiliated company

Affiliated company

Affiliated company
Affiliated company

a) Due from related parties

Qatar Petroleum and its’ related parties;

Trade receivables
Unbilled revenue

- GULF DRILLING INTERNATIONAL - Annual Report 2008

Sales

Secondee fees
Group Insurance
Services rendered

Sales

Sales

Secondee fees & services

Technical support agreement fees Catering
services for rigs

Purchase of diesel

Purchase of materials

Service rendered

Staff medical insurance premium

Services rendered

2008 2007
159,028,931 122,262,316
487,600 714,454
196,357 222,475
1,254,446 176,809
50,095,985 26,073,130
14,899,252
2912773 3,745915
429,292
1,245,921
1,660,855 1,433,755
36,345 169,080
309,662
359,339
20,500 10,750
2008 2007
31,232,713 33,285,345
39,911,673 14,138,723
71,144,386 47,424,068




NOTES TO THE FINANCIAL STATEMENTS

b)

c)

Due to related parties

Qatar Petroleum

Qatar Fuel (W0QOD)
Japan Drilling Company
JOSCO Limited

Amwaj Catering

Al Koot

Compensation paid for key management personnel

RECEIVABLE AND PREPAYMENTS

Prepayment and advances

Other receivables

CASH AND CASH EQUIVALENTS

Cash on hand
Balances with banks
Total cash and bank
Bank overdraft

As per cash flow statement

Included in bank balances and cash is Debt Service Reserve amounting to USD 2007) 10,979,825: USD 4,869,201) which

2008 2007
526,621 562,171
108,900 109,934
814,150 1,226,033

228,526

1,245,921

68,599
2,764,191 2,126,664
1,329,962 1,334,895
2008 2007
5,831,316 1,882,473
6,976,673 1,305,204
12,807,989 3,187,677
2008 2007
4,306 15,147
22,294,539 10,792,844
22,298,845 10,807,991
(621,699) (706,692)
21,677,146 10,101,299

is restricted in use, in accordance with the provisions of the term loan agreements entered into with the lenders.
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NOTES TO THE FINANCIAL STATEMENTS :

1 0 SHARE CAPITAL
2008 2007
Authorised and issued and paid up share capital

(37,574,088 ordinary shares of USD 2.75 each) 103,200,000 103,200,000

1 1 . LEGAL RESERVE
In accordance with the provisions of Qatar Commercial Companies’ Law no 5 of 2002, 10% of the net profit for the year
is transferred to the legal reserve until the balance in the reserve equals 50% of the paid up capital. This reserve is not
normally available for distribution except in circumstances specified in the Qatar Commercial Companies Law No. 5 of

2002.
12 Term LOANS
2008 2007
Loan 1 30,769,233 35,897,438
Loan 2 87,837,844 101,891,896
Loan 3 121,875,000 130,000,000
Loan 4 36,000,000 40,000,000
Loan 5 18,280,000
294,762,077 307,789,334
Less: Unamortised finance cost associated with raising finance (1,014,492) (1,078,860)
293,747 585 306,710,474
Classified in the balance sheet as follows
Current portion 39,432,257 36,039,513
Non- current portion 254,315,328 270,670,961
293,747,585 306,710,474

The finance costs associated with raising finance represent arrangement fees.

(i) Loan 1: The Company has entered into a loan agreement with a consortium of bankers for a project facility of USD 50 million
to finance the construction, upgrading and refurbishment of rigs and purchase of other related assets. The effective
interest is LIBOR plus 0.7% and the loan is repayable in 39 equal quarterly instalments of USD 1,282,051 commencing
from 24 May 2005. The loan is secured over the proceeds from Rig Gulf — 1.

(i) Loan 2: The Company has entered into a loan agreement with a consortium of bankers for a project facility of USD
130 million to finance the purchase, upgrading and refurbishment works of drilling rigs. The effective interest is LIBOR

- GULF DRILLING INTERNATIONAL - Annual Report 2008



NOTES TO THE FINANCIAL STATEMENTS

plus 0.7% and the loan is repayable in 37 equal quarterly instalments of USD 3,513,514 commencing from 31 March
2006. The loan has been drawn-down to finance the construction and or purchase of rigs, Gulf 3, Al Khor, Al Zubarah,
and GDI 4. The loan is secured by creating a first preferred mortgage on rig Gulf — 2 in favour of the lenders. The
proceeds from rigs GDI - 1 and Gulf - 2 have also been assigned in favour of the lenders.

(iii) Loan 3: The Company has entered into a loan agreement with a consortium of bankers for a project facility of USD 130
million to finance the construction and purchase of drilling rig, Al Zubarah and the upgrade and refurbishment works on
existing drilling rigs owned by the Company. The effective interest rate is LIBOR plus 0.80% and the loan is repayable in
32 equal quarterly instalments of USD 4,062,500 each commencing from 31 July 2008. The loan is secured hy creating
a first preferred mortgage on rig Gulf — 3 in favour of the lenders.

(iv) Loan 4: The Company has entered into a loan agreement with a commercial bank for a project facility of USD 40 million to
finance the purchase of offshore rig Al Khor. The effective interest is LIBOR plus 0.55% and the loan is repayable in
40 equal quarterly instalments of USD 1 million each commencing from 31 March 2008. The loan is secured by way of
granting the lender a right of set-off against the balance of every account of the Company in any branch of the lender

(v) Loan 5: The Company has entered into a new loan agreement (“The bridge loan”) with a commercial bank for a project facility
up to USD 20 million to finance the final payment for Al Zubarah rig and also acquire a new onshore drilling rig. The
effective interest is LIBOR plus 1.05%. The bridge loan will be replaced by a credit facility when the loan agreement

currently under progress is executed.

The maturity profiles of the loans are as follows:
As at 31 December 2008

i\(lecr);nsi::te (L e maturity 1year 2-5years 2 yea;sbf;cg

Loan 1 LIBOR +0.7% 2014 5,128,201 20,512,818 5,128,214 30,769,233
loan2  LIBOR+0.7% 2015 14,054,056 56,216,224 17,567,564 87,837,844
loan3  LIBOR+0.8% 2016 16,250,000 65,000,000 40,625,000 121,875,000
loan4  LIBOR +0.55% 2017 4,000,000 16,000,000 16,000,000 36,000,000
loan5  LIBOR +1.05% 2011 - 18,280,000 - 18,280,000
39,432,257 176,009,042 79,320,778 294,762,077

Loan 1 LIBOR +0.7% 2014 4,985,461 20,655,564 10,256,413 35,897,438
Loan 2 LIBOR +0.7% 2015 14,054,052 56,216,208 31,621,636 101,891,896
Loan 3 LIBOR + 0.8% 2016 13,000,000 52,000,000 65,000,000 130,000,000
loan4  LIBOR +0.55% 2017 4,000,000 16,000,000 20,000,000 40,000,000
36,039,513 144,871,772 126,878,049 307,789,334
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13 EMPLOYEEES' END OF SERVICE BENEFITS

2008 2007

Balance at the beginning of the year 269,151 76,998
Provision for the year 377,188 214,152
Less: Payments made during the year (39,870) (21,999)
Balance at the end of the year 606,469 269,151

1 4 ACCOUNTS PAYABLE AND ACCRUALS

2008 2007

Trade accounts payables 8,623,768 13,801,758
Dividend payable 2,489,109 2,489,109
Accrued expenses and provisions 13,474,395 31,573,073
Provision for contractor compensation 5,000,000 5,000,000
29,587,272 52,863,940

The amount recognised for the year ended 31 December 2008 as an expense for the pension liability for Qatari employees
is USD 87,094 (31 December 2007:USD 46,721) and the amount yet to be remitted to the Retirement and Pension

Authority amounts to USD 30,131 is included in Accrued expenses and provisions.

1 5 OTHER INCOME

2008 2007

Interest income 264,249 343,183
Loss on disposal of property and equipment (644,346)

*Insurance claim received 3,094,199 -

Miscellaneous income 71,209 7,692

2,785,311 350,875

* This represents the insurance claim received for a claim made in 2006 in respect of a damage incurred on Gulf 3 rig during an

attempted rig-up.
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1 6 GENERAL AND ADMINISTRATIVE EXPENSES

2008 2007

Staff costs 12,541,921 7,210,547
Secondment fees 969,051 1,655,204
Training expenses 563,876 357,916
Travelling and transport 620,017 445,411
Office rent 1,433,788 1,501,919
Depreciation 766,580 460,985
Printing and stationery 276,892 213,248
Recruitment costs 374,399 195,904
Qatarization expenses 2,271,446 604,299
Communication expenses 331,676 265,911
Directors’ honorarium 337,635 217,033
Advertising expenses 384,033 451,085
Professional fees 758,627 419,954
Repairs and maintenance 69,531 106,842
Entertainment expense 28,611 17,191
Miscellaneous expense 324,664 87,326
22,052,741 14,210,775

1 7 FINANCIAL RISK MANAGEMENT

Introduction and overview
The Company has exposure to the following risks from its use of financial instruments:
e Credit risk
e Market risk
e Liquidity risk

This note presents information about the Company’s exposure to each of the above risks the Company's objectives,
policies and processes for measuring and managing risk, and the Company’s management of capital.

Risk Management framework

The Board of Directors have the overall responsibility for the establishment and oversight of the Company’s risk
management framework.

The Company's risk management policies are established to identify and analyse the risks faced by the Company, to set

appropriate risk limits and controls, and to monitor risks and adherence to limits. The Company, through its training and
management standards and procedures, aims to develop a disciplined and constructive control environment, in which

all employees understand their roles and obligations.
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The Board is responsible for monitoring compliance with the Company’s risk management policies and procedures,
and for reviewing the adequacy of the risks management framework in relation to the risks faced by the Company. The
Internal Auditor undertakes both regular and ad-hoc reviews of risk management controls and procedures, the results
of which are reported to the Board of Directors.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

(a) Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. The Company’s exposure to credit risk is as indicated by the carrying amount of its
financial assets which consist principally of accounts receivable, due from related parties and bank balances. Accounts
receivable and due from related parties are shown net of provision for doubtful receivables and bank balances are with
reputed banks having high credit ratings assigned by international credit rating agencies.

As at balance sheet date, there were no significant concentrations of credit risk. The Company has a credit policy in
place and the exposure to credit risk is monitored on an ongoing basis. However, as the customer is contractually
committed to discharge its obligation, management believes that the credit risk with respect to debtors is also limited.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk
at the reporting date was,

2008 2007
Balances with banks 22,294,539 10,792,844
Due from related parties 71,144,386 47,424,068
Other receivables 6,976,672 1,305,204
100,415,597 59,522,116

The ageing of related party and other receivables at the reporting date was:
2008 2007
Not past due 74,752,330 31,684,678
Past due 1 —30 days 1,342,893 13,443,081
Past due 31-60 days 667,065 1,918,922
Past due 61-90 days 443,277 1,251,357
Past due 91-180 days 915,493 319,099
Past due 91-180 days - -
Past due 361 days - 112,135
78,121,058 48,729,272
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(b) Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates will affect the
Company's income or the value of its holdings of financial instruments. The objective of market risk management is to

manage and control market risk exposures within acceptable parameters, while optimising the return. The Company has
a set of acceptable parameters, based on value of risk, that may be accepted and which is monitored on a daily basis.

(c) Interest rate risk
The Company principally exposed to interest rate risk on its interest bearing assets and liabilities (interest bearing loans
and borrowings).

The interest rates, terms and debt repayment schedules of term loans are detailed in note 12 to these financial
statements.

The Company’s remaining financial assets and liabilities are non interest sensitive.

At the reporting date the interest rate profile of the Company interest bearing financial instruments were:

Carrying amount

2008 2007

Variable rate instruments
Term loans 293,747 585 306,710,473
293,747,585 306,710,474

Cash flow sensitivity analysis for variable rate instruments

A change of 50 basis points in interest rates at the reporting date would have increased (decreased) equity and profit
or loss by the amounts shown below. This analysis assumes that all other variables, in particular foreign currency rates,
remain constant.

Profit or loss Equity
50 bp 50 bp 50 bp 50 bp
increase decrease increase decrease
31 December 2008
Term loans (1,473,810) 1,473,810 (1,473,810) 1,473,810
Cash flow sensitivity (nef (1473810) 1473810  (1473810) 1473810
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(d) Liquidity risk

The Company limits its liquidity risk by complying with the terms of the loan agreements and by making draw down’s on
the committed loans on due dates to enable the Company to settle project obligations as they fall due The Company’s
terms of service require amounts to be paid within 30 to 45 days of the date of receipt of invoices by the customer. Trade

payables are normally settled within 30 to 60 days of the date of purchase.

In addition, the Company maintains the following lines of credit:

e Term loans. (Please refer Note 12 maturity profile)

31 December 2008

Non-derivative financial liabilities
Trade and other payables
Due to related parties

Non-derivative financial liabilities
Trade and other payables
Due to related parties

Non-derivative financial liabilities
Trade and other payables

Due to related parties

Carrying
Amount

8,623,768
2,764,191

8,623,768
2,764,191

13,801,758
2,126,664

Gross nominal
inflow/ (outflow)

(8,623,768)
(2,764,191)

(8,623,768)
(2,764,191)

(13,801,758
(2,126,664)

Less than 6
months

(8,623,768)
(2,764,191)

(8,623,768)
(2,764,191)

(13,801,758
(2,126,664)

(e) Foreign currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to changes on foreign exchange
rates.

31 December 2008 QR usD AED JPY SGD GBP EURO

Trade payables & due to 18,196,588 7,348,488 157,540 18,446,000 157,110 5,299 25,390

related parties

Net exposure 18,196,588 7,348,488 157,540 18,446,000 157,110 5,299 25,390

Trade payables & due to 5919997 gggy728 139367 146236 560729 49745 32,059

related parties

Net exposure 3910901 8,962,728 139,357 146,236 560,729 49,745 32,059
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(f) Fair values of financial assets and liahilities

Fair value is the amount for which an asset can be exchanged or a liahility settled, between knowledgeable and
willing parties transacting at “arms length”. The accounting convention under which the financial statements have
been prepared is disclosed in Note 2(b) i.e. historical cost convention. The carrying value of the Company’s financial
instruments as recorded could therefore be different from the fair value. However, in management’s opinion the fair
values of the Company’s financial assets and liabilities approximate to their carrying amounts.

(9) Capital management

The Company’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business. The impact of the level of capital on shareholders’ return is also
recognised and the Company recognises the need to maintain a balance between the higher returns that might be
possible with greater gearing and the advantages and security afforded by a sound capital position. There have been no
changes in the Company’s management of capital during the period and it is not subject to externally imposed capital
requirements, other than what is prescribed in the Memorandum of Association of the Company.

The Company monitors capital using a gearing ratio, which is debt divided by capital plus debt. The Company’s policy is
to keep the gearing ratio between 50% and 75%. The Company includes within debt, interest bearing loans, borrowings
and trade and other payables. Capital includes equity attributable to the equity holders of the company less any net

unrealised gains reserve.

2008 2007
Loans, borrowings and other term liabilities 294,762,078 307,789,334
Other liabilities 29,587,272 52,863,940
Total debt 324,349,350 360,653,274
Total Equity 261,147,098 171,450,796
Equity and Debt 0.55:1 0.68:1
Gearing ratio 55% 68%
1 8 COMMITMENTS
2008 2007
Capital expenditure commitments
Estimated capital expenditure contracted but not provided for as of balance sheet date 5,643,580 8,480,973
Estimated capital expenditure approved but not contracted for as of balance sheet date 6,428,230 21,227,492
1 9 CONTINGENT LIABILITIES
2008 2007
Letters of credit 2,340,030 3,211,156
Guarantees 1,673,687 -
4,013,717 3,211,156
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20 OPERATING LEASES

2008 2007

Less than one year - 1,525,920
Between one and five years -
1,525,920

The Company had entered into a Bareboat Charter Agreement to use GDI 3 as an operating lease on 15 October 2005.
This agreement was terminated with effect from 06 December 2008.

During the year ended 31 December 2008 USD 1,498,255 (2007: USD 1,288,452) was recognized as an expense in the
income statement in respect of the operating lease.

21 . EVENTS AFTER THE BALANCE SHEET DATE
The Board of Directors of the Company has proposed a dividend of USD 30 million on 17 February 2009.

There are no events other than what is disclosed above after the balance sheet date, which would require disclosure or
adjustment to the financial statements.

22 SIGNIFICANT ESTIMATES AND JUDGEMENTS

Key sources of estimation uncertainty

Impairment of accounts receivables

No provision is made for accounts receivables as the revenue recognition is made based on the binding agreements
with Qatar Petroleum and related entities, which is a prominent government organisations in Qatar. Further past records
indicates that there has been no incident of default from the parties concerned. As such no impairment provision has
been maintained.

23 COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the presentation in the current period's financial
statements. Such reclassification did not have any effect on the net profit and net assets of the previous year.
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