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A high power
electromagnetic (EM)
source is towed by a
survey vessel. Sensitive
seafloor receivers detect
EM energy that has been
guided by electrically
resistive bodies in the
subsurface, including
hydrocarbon reservoirs.
This data is processed to
create resistivity maps
and 3D volumes. High
resistivity is an indicator of
hydrocarbon presence.
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overview

Products EMGS's clients have the advantage of access to a comprehensive EM service. This includes: Vessels Our EM fleet is equipped with the world's the most sophisticated EM source and receivers, and our
and services and equipment rst-rate crews have extensive experience of EM operations. We have the most powerful computer
fi h i i f EM i We h h ful
- Feasibility studies quip cluster in the industry — Aurora.

- Survey design
« Data acquisition
« Data processing

+ Modelling
- Imaging Peop|e Our employees are dedicated to helping operators improve their exploration performance
- Interpretation and increasing the likelihood of finding offshore hydrocarbons. Our workforce includes survey

personnel, geoscientists, physicists and software engineers.
Each of these elements can be performed as a stand-alone service, although a key strength of
EMGS lies in its ability to undertake the entire process as an integrated package.

QHSE Quality, health, safety and environment standards are fundamental to all that we do. Every
individual at EMGS, whatever their responsibilities, is trained to understand the importance
Global ex perience EMGS has unrivalled experience and a clear technological advantage. These characteristics of QHSE and to take personal responsibility for it. Policies and targets for minimising wastage,
allow us to gather, process and interpret EM data more efficiently than anyone else. reducing power use and recycling exist in all areas of the company. Our high power towed source
is designed, and proven, to have no adverse impact on marine life. Even the anchors we use to
EMGS' patented EM technology has the ability to reveal information about the subsurface that keep our receivers in place are made from an eco-friendly compound — dissolving harmlessly in the
directly relates to hydrocarbon presence. In working with this technology around the globe — months after the receivers are lifted.

over 400 surveys for more than 40 leading operators - EMGS has acquired unmatched knowledge
and experience.

C| ients The majority of leading oil and gas companies use EMGS as their provider of EM services.
Our clients include Shell, ExxonMobil, PEMEX, StatoilHydro, ONGC and Petronas. We are also
the preferred research and development partner for several major companies.
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Letter
from the CEO

We have several major
achievements in 2008 to look
back on, and I would especially
like to highlight the following:

a breakthrough for the multi-
client business model and

3D surveying; substantially
increased survey efficiency; and
the launch of the world’s first
purpose-built EM survey vessel.

However, industry adoption of EM technology
has been slower than we had hoped, as
reflected in our revenues which came in at
USD 116 million, down from USD 140 million
in 2007. The EM market did not grow as we
expected. This, coupled with the turmoil in the
financial markets, led us to utilise the flexibility
in our business model. We reduced our vessel
fleet from five to three vessels, cut the size

of our organisation and realigned our costs
accordingly. We implemented an aggressive
cost-cutting programme and scaled back our
capital expenditure.

At the same time, we have strengthened
our technological position and our role as
the undisputed EM market leader. We have
introduced products and implemented
measures in 2008 that will make it much
easier for our customers to adopt our
technology on a large scale.

We took a major step into the 3D world,

and more and more of our customers are

now turning to 3D EM surveys. This is a

crucial element in support of industry adoption,
as 3D EM data can be more easily integrated into
the exploration and production workflow, and
can be interpreted alongside seismic and well
data. Our 3D acquisition and processing services
now account for almost 70% of our revenues.

EMGS and Blueback Reservoir collaborated
to develop and launch a new decision-

support tool for exploration professionals
called Bridge. This new software enables the
integration of EM data with other geophysical
and geological information to make EM

data more available. Bridge has proved to

be an important tool in building industry
understanding and recognition; many
customers have said that this is exactly what
they have been waiting for, as it will help them
integrate our data into their workflows.

Increased survey capacity per vessel and
improved operational efficiency were other
major accomplishments in 2008. As | have
just mentioned, we have seen a shift towards
larger grid-based 3D surveys, and these
require the deployment of more active
receivers. We have increased the number of
receivers on each vessel, which is also a key
enabler for improved survey capacity.

The new, purpose-built vessel Boa Thalassa,
which we launched in mid-December, will
lead the way in efficient 3D EM surveying,
with its threefold increase in receiver capacity.
Our fleet efficiency is further supported by
substantially reduced technical downtime,
and our overall fleet productivity was
improved by 35% from 2007 to 2008.

Our shallow-water capabilities have been
developed and this has broadened our market
reach, as many hydrocarbon opportunities
remain in shallow-water basins across the

world. EMGS can now perform surveys at
virtually any depth.

Another of our major achievements this year
was the Barents Sea multi-client project — the
largest of its kind in the world. The survey
area, at more than 9000 km? and covering 30
blocks, included all the Barents Sea acreage
in the 20th Exploration Licensing Round in
Norway. It was an operational success in
terms of data acquisition, processing and
interpretation. Furthermore, it represented

a breakthrough for the multi-client business
model, which will be important for EMGS in
the years to come.

Organisationally, we have been implementing

a strategy to strengthen our global organisation
and presence to ensure that we are closer to our
customers by building our sales infrastructure
and running a cost-efficient operation with a
strong commercial orientation.

EMGS also undertook a fully underwritten
share capital increase of NOK 250 million, in
the form of a rights issue, to strengthen its
working capital position and support long-
term development.

StatoilHydro funded a survey on the Troll field
that gave us the opportunity to test various
new EM technologies on a producing field and
enabled us to calibrate our EM technology
with detailed seismic and well log data.

The Troll data is an important supplement
to our showcase portfolio that we use to
demonstrate the value and range of our
services and products.

I am confident that we can build on the
achievements of 2008 and move the EM
industry and EMGS forward.

Yours sincerely,

ol

Roar Bekker.
Acting chief executive officer

O
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Our employees are
dedicated to helping
operators improve
their exploration
performance and
increasing the
likelihood of finding
offshore hydrocarbons.
Our workforce includes
survey personnel,
geoscientists, physicists
and software engineers.
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Clearplay —

Integrated EM system

Integrated EM system

Each carefully-tailored service
provides the combination of EM
technology, products, tools and
expertise needed to achieve
best fit with task — yet is flexible
enough to permit condition-
specific adjustment. Feasibility
studies provide the bedrock

for customer confidence in the
service outcome. They deliver
early stage information to enable
a go/no-go decision, advanced
modelling to determine survey
parameters and full virtual surveys
to inform survey design.

Clearplay Find -
rapid lead generation

Aptly referred to as‘scanning; this
service provides rapid generation
of leads and, ultimately, prospects
over large areas. It can also validate
existing leads and prospects.

EM data resulting from Clearplay
Find is rapidly obtained and
provides good, early indications of
hydrocarbons and prospectivity.
This informs pre-licensing
decision-making and permits
rapid generation of prospect
portfolios. This early delivery of
quality leads gives our customers
a competitive advantage. Overall
exploration efficiency is improved
and risk is reduced. Combining
the EM data with seismic and
other geological and geophysical
information allows assessment of
new blocks to be achieved faster
and more accurately than with
traditional techniques alone. If
already exploring a new block,
Clearplay Find data enables

more detailed EM and seismic
surveys to be targeted at the areas
identified as more likely to have
accumulations of hydrocarbons.

Typically, this service will involve
acquiring data by towing a

high power EM source over

a coarse grid of receivers, 2-4

km apart, and the subsequent,
rapid processing of that data

on board the survey vessel. It

will be employed in early-stage
exploration, pre or post licensing,
but can also be used to re-explore
mature areas.

Traditional exploration methods
seek evidence for the geological
conditions necessary to support
the existence of hydrocarbons.

The electrical resistivity data
acquired by EM scanning can
provide direct evidence of
hydrocarbons. Though not all
resistive bodies are hydrocarbons,
all commercial hydrocarbon
deposits are resistors. So, locating
the resistors within a scanned area
provides the leads needed to focus
exploration effort. Clearplay Find
offers the display of EM data as 2D
anomaly maps and 3D cubes.

Clearplay Test —
accelerated prospect delivery,
improved discovery rates

This service provides rapid, more
accurate ranking of prospects in
offshore locations, significantly
reducing the likelihood of drilling
dry wells.

Operators are able to achieve a
better discovery rate, more rapidly,
with the same or fewer resources

than when using traditional
methods alone. A reduced
likelihood of drilling dry wells
means reduced commercial risk.

Typically, a prospect will be
targeted by towing the EM
source over receivers placed in
one, or more, lines or a grid, 1-2
kilometres apart. There are two
possible outcomes from Clearplay
Test. These are equally useful to
operators as both contribute to
increasing the discovery rate.

A favourable test result indicates a
much improved chance of success
when drilling. A less favourable
result allows prospects to be
downgraded or abandoned.

Clearplay Test offers several useful
visualisations of the processed
data. If the survey lines or grid
have been extended beyond the
edge of the identified prospect,
the lateral extent of the prospect
can be confirmed. Presenting
resistivity data as vertical sections
of the earth shows the burial
depth of the prospect. Combining

Raw data Fast track
Clearplay Find Sparse grid

) ) Basic
Clearplay Test 2D line(s), grids T
Clearplay Evaluate Dense grids

this data with other geophysical
information can provide an
improved estimation of the total
hydrocarbons volume.

Without EM testing, using only
traditional approaches, the
average discovery rate is just 25%.
Customers who routinely EM test
prospects before drilling achieve
higher success rates.

Clearplay Evaluate —
quantifying reserves, reducing

economic risk

The service improves certainty
and efficiency in appraisal

and development phase
decision-making. It improves

the assessment of a reservoir's
potential following successful
discovery well drilling. Clearplay
Evaluate data, integrated with
information available from other
sources, such as 3D seismic,

will significantly improve the
speed and accuracy of prospect
appraisal, giving a more informed
assessment of hydrocarbon
volumes and distribution within
a prospect. It has the potential to
reduce the number of appraisal
wells drilled, producing significant
Cost savings.

Typically the data is acquired by
towing the EM source over and
between the lines of a dense

grid of receivers, 0.5-1.5 km

apart. The quantity and quality of
the information this generates,
including 3D azimuthal data,
enables the most sophisticated
data processing and visualisations

to be used and increases the
accuracy of the results.

When combined with 3D seismic,
geological models and appraisal
well data, the outcome of this
service is an improved estimation
of the volume and distribution of
hydrocarbons present within the
prospect. These factors enable
operators to establish, with greater
certainty, whether the prospect
contains commercially viable
reserves. Clearplay Evaluate offers
visualisation of the acquired

data as 3D images revealing
quantitative resistivity vs depth. This
information is an indicator of the
distribution and saturation levels of
hydrocarbons within the prospect.

EM imaging Integrated imaging Target imaging

Minimum and
maximum
target models

Integrated
structure —
resistivity model

EM resistivity
model

.
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This 2D anomaly map
shows a widely-spaced
receiver grid. The four red
areas indicate the zones
of high resistivity in the
subsurface and will be
treated as EM leads. The
three orange polygons
indicate leads identified by
seismic surveys.

THIS PAGE
TOP TO BOTTOM

EMGS Product Service
Offerings.

This example shows the
use of three survey lines,
which extend beyond
the expected limits of a
prospect. Clearplay Test
reveals more detailed
resistivity information than
possible with Clearplay
Find and helps define
the lateral extent of the
prospect with more
certainty.

Careful preparation of
receivers before and after
deployment is normal
EMGS quality control
procedure.

This example map shows a
high denisity grid, typically
with receivers spaced
0.5-1.5 km apart above
the target prospect.
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BOA
Thalassa

14 High-capacity vessel QHSE
The world's first purpose-built EM Quality, health, safety and
é survey vessel, the BOA Thalassa, environment standards are
é was launched in December 2008. fundamental to all that we do,
& This high-capacity vessel is a and have been an integral part
g product of more than a decade of of the vessel's design process.
5 experience from more than 400 This will be a safe and pleasant
= surveys and 120 vessel months workplace for our crew and client
2 across the world's mature and representatives. The vessel's
= frontier offshore basins. features include sheltered deck
T and work spaces, a cinema, a
New-generation technology helicopter deck, a hospital ward,

conference facilities, a gym

The Boa Thalassa will lead the way
and modern workstations with

in a new-generation technology
- 3D EM surveying. The vessel's broadband connection.
survey capacity is substantially

increased by its ability to handle a

record number of receivers — the

The new vessel was built by
Bergen Group Fosen and is leased

BOA Thalassa carries 100 receivers from the owner BOA Offshore on

and can double this figure. Not along-term charter. :
only does this enable EMGS to ] =
perform larger and more complex
surveys, it also provides more EM
data points per square kilometre,
which in turn means improved

data quality.

A fully integrated spare equipment
set and a new advanced on-board
processing system will enhance
the quality and improve delivery

time for EM data.
THIS PAGE - FROM TOP
BOA Thalassa -

The world's first purpose-
built EM survey vessel

All functions, for example
navigation and field geo-

THIS PAGE - FROM TOP physicists, are gathered in
Sheltered deck one centre.
and workspaces The vessel's fully integrated
mean safer operating spare equipment set has
conditions, as well as two parallel source and
increased efficiency. receiver systems, includ-

ing winches, cranes and

On-board processing hydraulic feeds,

and data quality

is enhanced by The BOA Thalassa carries

anew and advanced 100 receivers and has the
computing system . capacity to carry 200.
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Company evelopment of 30 84 (%)
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3D EM breakthrough 17
EMGS's 3D acquisition and
w D BASIN , , ®
processing services now account S
for almost 70% of our revenues. é
7215| |7216| 7217\ 17218 |7419 q [7221] |7 722 7. 7426 17227\ 7228 7229 . . @
X 3D EM data provide superior data =
. RG quality and can be more easily 2
<<
NORSE integrated into the exploration @
Y L |HIGH and production workflow, and 2
SAMSQON : . . £
Q R DOME z interpreted alongside other 2
716 7117 18 7120, (7121 7122 7123 25| |7126) (71271 (7128 (7129 : - =
NORDHARP subsurface information. &
BASIN EAST|
_ + Bridge:
|| FRUI -IOL/\JE Enhancing integration
Bridge, a decision-support tool
for exploration professionals, was u.lgﬁ
developed and launched jointly MEIET AR LT IO T W8 FEAL - A | BELTARE. ODD ) L8 .
by EMGS and Blueback Reservoir ; [ BiioGE £ Dot ntmgeator for eamaar |
to enhance integration of EM data. | o o A i A ;
This software is an EM plug-in for © Mk o o g*ﬂm a
) Reviece edstg | soasbie Maca 70 Lirwwa.
Petrel, one of the industry’s leading oA E——— o P TN S
eological and geophysical
The Barents Sea: g 9 ) | ? phy
- integration platforms.
World’s largest multi-client 9 P
3D EM survey i
Looking at EM data alone
EMGS completed the world's ensures better understanding
largest multi-client survey in the of the resistivity distributions
Barents Sea, ahead of Norway's in the subsurface. The new zn: g M 0P
20th exploration licensing round. software enables integration of TR e o
THIS PAGE - FROM TOP i :
The survey area, at more than electromagnetic (EM) data with S L=
i EM attribute data are
9000 km2 and covering 30 blocks,  gepphysical, geological and effortlessly integrated with Ot e _
includes all the Barents Sea well log information, resulting other data such as seismic, ¥ somipe] O [ Bl 60 | @
) . . ' interpreted horizons and Ponbiack Pgins o= ) e o
acreage in the licensing round. in a clearer and more complete borehole resistivity logs. %% BRUDGE EM Ot wtcyator f
understanding of the subsurface Here, normalised magnitude TR L
attribute values have been . i o B pro—
EMGS has sold the Barents Sea and reduced exploration risk. draped on an interpretation - - -
data sets to a wide variety of of top reservoir. Yellow and

. red colour means higher
customers to support their resistivities. Oil and gas
potential bidding activity in provinces are outlined in

THIS PAGE - FROM TOP green and blue lines.

this licensing round. The oil and
Development of 3D EM Effective integration of

gas companies that used these <hinboard and land-based
JDEMmultclient data has valuable Clearplay Find EM data datz rocessin

been acquired by EMGS for play P e

the 20th Norwegian licensing during their licensing round Data from an EM survey
round - from 30 blocks . . imported into Bridge in a
covering a total of 9,295km? decision-making were able to familiar Petrel environment.
The survey took place in the differentiate themselves and Aurora - enabling advanced

Barents Sea, offshore Norway. achieve a competitive advantage. 3D EM inversion.
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From
the Board of Directors

Overview

Electromagnetic Geoservices ASA ("EMGS” or the "Company”) and its
subsidiaries (together the "Group”) is the EM (electromagnetic) market
leader. The company launched the EM industry in 2002 with the
commercialisation of seabed logging, an exploration method that uses
EM energy to help find offshore hydrocarbons, significantly enhancing
hydrocarbon exploration efficiency. The company has conducted more
than 400 commercial surveys for many of the world’s leading oil and gas
companies. Activities are coordinated from its headquarters in Trondheim
and regional offices in Houston, Stavanger and Kuala Lumpur. The Group
also has offices and representatives in Oslo, London, Rio de Janeiro, Perth,
Cairo, Lagos, Cape Town, Jakarta and Mumbai. EM surveys have been
conducted in a variety of operating conditions and virtually every major
basin around the world. EMGS offers a complete and proprietary EM
solution package, including feasibility studies and related 1-D, 2-D and 3-
D modelling, survey planning, data acquisition, data processing, imaging
and interpretation services. Over the past year the Company has focused
primarily on grid surveys and providing 3D products to the customers.
The Company’s shallow-water capabilities have been developed to
further broaden the market reach. Over the past two years EMGS has
launched its multi-client services, which provide clients with a low cost
route to accessing EM data. In 2008 the multi-client services represented
approximately 30% of the total revenues.

The Company currently operates three chartered survey vessels, one

of which is the purpose built vessel “Boa Thalassa”. In addition, EMGS
retains custom-designed containerised equipment that can be efficiently
transported to any suitable and available vessel, enabling EMGS to deliver
cost-effective and operationally efficient survey solutions worldwide.

EMGS maintains proprietary rights over its equipment, technology and
software. This permits the Company to provide superior end-to-end
service for customers, further build the EM market and develop its

EM technology and applications. This position has been the result of
intensive research and development activity and the Company intends
to invest further in the development of its proprietary capabilities.
Three of the Company’s method patents have been challenged in
court during 2008. In February 2008, a hearing took place in the
Netherlands der Haag regarding the Dutch patents, which resulted

in a stay of proceedings until the European Patent Office has taken a
final decision about the patents within the EU. This is expected to take
from two to four years. The result is that the patents remain valid and
enforceable in the Netherlands. In the United Kingdom, the High Patent
Court heard the case related to the UK patents during the summer of

2008. In January 2009, the Company received the decision that the UK
judge found the UK patents to be sufficient, novel, but obvious, and as
a consequence invalid. The Company has appealed the decision. The
appeal hearing has not been scheduled.

For the year ended December 2008, the Group generated gross
revenues of approximately United States dollars (“USD") 116 million,
operating loss of approximately USD 60 million and negative EBITDA of
approximately USD 21 million.

Subsequent events

EMGS entered into a global frame agreement with Shell Exploration and
Production B.V. in March 2009 for the provision of EM services for one
year, with optional extensions for two additional years. Shell is one of
the most experienced users of EM technology, having completed more
than 50 surveys since its first use of EMGS technology in 2004, and this
agreement further underlines Shell’s confidence in EMGS's technology.

In April 2009 EMGS entered into a global cooperation agreement

with Fugro N.V.(Fugro), the world's leading geotechnical, survey and
geoscience company. The cooperation agreement is in effect through
2011. Under the agreement, Fugro will gain full access to EMGS's marine
EM methods for hydrocarbon exploration and production, and EMGS
will gain access to Fugro's worldwide marketing network and marine
operating expertise. Both companies have also entered into a non-
exclusive worldwide multi-client cooperation agreement, as well as a
non-exclusive global technology licensing agreement. As a part of the
agreement, Fugro has provided a NOK 150 million secured convertible
loan bearing interest at 7.00% p.a. to EMGS. The loan can at any time

be converted into common shares in EMGS at the conversion price of
NOK 5.75 until the maturity date on January 2, 2012. EMGS believes that
the combination of EMGS's industry-leading EM technology and Fugro's
position brings to the market a solution that will enhance industry
adoption of EMGS's technology.

Public Listing and capital increase

The Company'’s stock was listed on the Oslo Stock Exchange through 2008.
The listing took place on 30 March 2007. In September 2008 the company
raised equity capital of USD 42 million in a public rights offering.

Corporate governance

EMGS is committed to maintaining high standards of corporate governance.
We believe that effective corporate governance is essential to the well-being

of the Company, and this establishes the framework by which EMGS deliver
services to our customers and value to our shareholders.

EMGS is registered in Norway as a public limited liability company, and
our governance model is based on Norwegian corporate law and the
Norwegian Code of Practice for Corporate Governance, as applicable
at all times. In addition, EMGS implements corporate governance
guidelines beneficial to the business.

Research and development

Research and Development (“"R&D") is part of the foundation of the
Company. We are fully committed to improving our products and
developing new applications, which in turn will provide our customers
with further improvements in EM results. In the fall of 2008, the
Company reorganised to get R&D resources closer to the clients and
further focus was given to product development. As a consequence,
the Company has reduced capital expenditures on R&D projects with
very long time horizons. The workforce has been reduced from 43 to
36 employees. In 2008, EMGS's R&D expenditure, which mainly consists
of staff costs, was USD 5.6 million compared to USD 6.4 million in 2007.
EMGS capitalises certain R&D expenses in accordance with IFRS.

Going Concern

In accordance with the Norwegian Accounting Act § 3-3a EMGS
confirms that the financial statements have been prepared on a‘going
concern’basis. The Board confirms that this basis, which takes account
of income forecasts for the year 2009 and the Group's long term
strategic forecasts, is valid.

Factors Affecting Results of Operations

The Group's operational results depend on a number of factors, including
demand for its EM services, contract economics and utilisation, charter
terms of its vessel fleet, data acquisition and data processing revenues.

Demand for EM Services

The overall demand for EMGS's services is dependent, in part, upon
offshore exploration and development trends, as well as the amount of
spending by oil and gas companies. In recent years, EMGS's customers
and large oil and gas consuming nations have perceived a growing and
potentially lasting imbalance between the supply of and demand for
hydrocarbons. A rapid rise in world consumption has resulted in faster
than anticipated increase in the demand for hydrocarbons through the
middle of 2008. However, although EMGS sees a significant interest in

EM technology, the market developed slower in 2008 than expected,
as exploration projects were delayed and companies reviewed their
program priorities.

Revenues

A majority of contracts entered into by EMGS in the last two fiscal years
has been for a total service solution, in part driven by the increasing
level of repeat business from EMGS's customers.

Fleet Status and Utilisation

EMGS currently operates three vessels, reduced from five vessels
during 2008 to reflect the reduced demand for EM surveys. EMGS has
also started using the “BOA Thalassa’, which is the first of the two new
purpose-built vessels for EM surveys. The second purpose build vessel,
to be named “BOA Galatea’, is expected in Q2 of 2009.

EMGS's ability to optimise the performance of its vessels through
maximising commercial utilisation and minimising unpaid activities
are key factors for the Group's longer term operating performance.
Technical downtime, steaming time between surveys and unpaid
standby time all negatively impact the Group's operating results.

Seasonality

The Group generally experiences lower levels of revenues in the first
quarter of each year compared to later quarters, partly due to the
effects of weather conditions in the Northern Hemisphere. These
generally prevent the full operation of survey crews and vessels,
resulting in lost time due to vessel relocation and reduced activity.

In addition, the Group's operational results fluctuate from quarter to
quarter due to the spending patterns of the oil and gas companies.

This has historically resulted in a substantial number of contracts being
received by the Company during the first and early second quarters with
revenues being recorded later in the year. In 2008, the revenues in the first
and third quarters were reasonably good, while the second and fourth
quarters were disappointing as several projects were delayed as a result
of the customers'internal processes and governments failing to issue the
required permits. The redeployment of vessels around the world, weather
conditions generally and the outcomes of licensing rounds also cause
results of operations to fluctuate from quarter to quarter.

Foreign Currency Effects
While the Group conducts operations in several countries around
the world, nearly all of its business is currently transacted through
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EMGS, the parent company, whose functional currency is USD. EMGS
principally invoices for services it provides in USD or a currency pegged
to the USD. Occasionally it invoices in Norwegian kroner.

Currency transaction exposure occurs to some extent in the ordinary
course of business and when the relevant exchange rates move
between the date of a transaction and the date of final payment for
the transaction. The Group records such gains or losses in the Financial
Income / Expense line item of its consolidated income statement.

Results of Operations

Below, the year ended 31 December 2008 is compared to the year
ended 31 December 2007.

The Group prepares its accounts in accordance with International
Financial Reporting Standards (IFRS).

Operating Revenue

Total revenues for the year ended 31 December 2008 were USD
116.2 million compared with USD 140.3 million for the year ended 31
December 2007, a decrease of 17.2 %.

Total Operating Expenses

Operating expenses increased to USD 176.5 million for the year ended
31 December 2008 compared to USD 165.9 million in 2007. The
increase of 6.4% reflects significantly higher fuel prices during the year
in addition to the cost of demobilising two vessels and mobilising one
vessel. The average number of operated vessels remained flat at 4.4.
The impact of cost management initiatives in the latter part of 2008,
including the removal of two vessels and reduction in the workforce
of 54 employees, will materialise in 2009.

Charter Hire, Fuel and Crew Expenses (“charter costs”)

Charter costs were reduced to USD 70.5 million for the year ended 31
December 2008 from USD 93.8 million in 2007. The reduction is mainly
due to capitalisation of costs related to multi-client surveys, giving a
reduction of USD 16.9 million to the charter costs. The reduced fleet in
2008 versus 2007 also had an impact on the reduced charter costs.

Employee Expenses

Employee expenses in 2008 amounted to USD 40.5 million, an
increase from USD 32.9 million in 2007. The number of employees has
increased significantly over the recent years; from 52 at end 2005, to

154 employees at end 2006, and to 260 at end of 2007. However, in
October 2008 the Company reduced the workforce by the temporary
or permanent layoff of 54 employees. The number of employees at the
end of 2008 was 248. The cost reduction from this process will not be
fully effective until 2009.

Depreciation and Amortisation

Depreciation and amortisation rose from USD 13.5 million in 2007 to
USD 22.0 million in 2008. The increase in depreciation and amortisation
is a direct consequence of the increased investments in equipment.

Multi-client Amortisation

USD 16.9 million has been recorded as multi-client amortisation, as the
Company started conducting multi-client surveys and capitalising the
library in the balance sheet. As of end 2008 the capitalised amount is
fully written off.

Other Operating Expenses
Other Operating Expenses amounted to USD 26.6 million in 2008
compared to USD 25.7 million in 2007.

Financial Income and Expenses

Financial income increased from USD 4.6 million in 2007 to USD 12.0
million in 2008. The net financial expense amounted to USD 2.4 million
in 2008 compared to USD 2.0 million in 2007. The net financial result is
influenced by foreign exchange fluctuations.

Liquidity and Capital Resources

Cash Flow from Operations, Investing and Financing Activities
Net cash provided by operating activities was negative USD 17.4 million
for 2008 compared to negative of USD 20.7 million for 2007.

Net cash applied in investing activities for 2008 was USD 23.7 million.
The principal components of these expenditures were USD 16.9
million relating to investment in multi-client library. Investment in EM
equipment was the second largest investment, with a total of USD
6.4 million.

Net cash provided by financing activities for 2008 totalled USD 28.5
million. This reflects the Company'’s issue of equity capital amounting
to USD 42.8 million raised under the rights issue in September 2008.

Liquidity Requirements and Financing Facilities
The Group’s liquidity needs fluctuate from quarter to quarter depending,

principally, on the seasonal trends and the Group’s need to commission
additional sets of equipment, the timing of which is typically aligned with
new vessel delivery. EMGS's cash flow budget indicates that the Company
will meet its liquidity requirements for the year 2009.

The Company currently has a USD 26 million credit facility in the form
of an overdraft facility and a bank guarantee facility. The overall facility
is secured by first priority security over accounts receivable, machinery
and plant as well as a priority pledge over EMGS's bank accounts and a
negative pledge over all of EMGS's rights, licences, patents and similar
rights. Any NOK borrowings under this arrangement bear interest at 7
days NIBOR plus a margin of 2.3% per annum. As at 31 December 2008,
the Group's aggregate indebtedness under the facility was USD 1.8
million (NOK 12.7 million).

Save financial lease obligations of USD 6.1 million, the Company had no
other financial debt.

Joint venture

EMGS owns 50% of the shares in KMS Technology which is a joint
venture with Reservoir Exploration Technology ASA ("RXT"). The KMS
technology offers an alternative to EMGS' proprietary methodologies,
significantly broadening EMGS's product offering to oil companies.

Financial Risk

The Company is subject to currency transaction exposure when it
generates revenues in currencies other than those in which it incurs
expenses. EMGS incurs approximately 60% of its expenses in USD,
including the majority of its current vessel leases, fuel and operational
crew costs. Approximately 30 % of its expenses are in Norwegian
kroner, including the salaries of staff employed in Norway, the lease of
one vessel and office rental. The effects of this operational transaction
exposure are recorded in the financial income and expenses line

item of the Group's consolidated income statement. The Company
aims to hedge non-USD currency transaction risks by seeking to
match revenues and costs in the same currency wherever possible.
EMGS currently has no financial hedging arrangements in place. In
circumstances where it cannot effectively match its revenues and costs,
EMGS may in the future seek to hedge such exposure.

The Company has limited exposure to interest rate risk on interest
bearing assets, but is exposed to said risk arising from a floating
rate structure in the bank facility, as discussed above, and leasing
arrangements, as discussed above.

EMGS's sources of liquidity include cash balances, cash flow from
operations, an existing credit facility and other debt and equity
issuances. EMGS primary sources of funds for its short-term liquidity
needs will be cash flow from operations and borrowings under its
existing credit facility, while long-term sources of funds will be from
cash from operations and other debt or equity financings.

EMGS has no significant concentration of credit risk. The Company’s
clients are International Major, National and Independent oil and gas
companies, most often with an impeccable credit standing and history.
However, from time to time, a smaller oil and gas company could be on
the client list, and in these cases extraordinary caution is conducted in
the credit evaluation. In 2008, EMGS experienced that one client did not
pay as invoiced for the survey conducted by EMGS. The company is in
dialogue with the client to find a solution for the outstanding amount.
The Company has accrued USD 1.4 million to cover this outstanding item.

The Working Environment and the Employees

As at 31 December 2008, the Group had 248 employees, 32 of

which are employed at the Group’s regional offices in Houston,

Texas, USA and 18 of whom are employed at the regional offices in
Kuala Lumpur, Malaysia. The Board believes that the Groups'general
working environment is good, and it is a prioritised goal for Group's
management team to maintain this status. The reduced operating
activity and the reduction in the workforce in October 2008 have
affected the working environment, but there has been a good
understanding by most employees for the measures taken. A group

of employee representatives was formed in 2008 and management
has held frequent meetings with this group since their election in the
summer of 2008. Management has reported that the cooperation with
the employee representatives has been good over the year, and that
there is a good understanding of the basis for the reduction in the
workforce and the cost cutting program implemented during 2008.

A second goal is to ensure that the internal educational and training
program “the EMGS Training Center” continues to meet the challenges
of training the relatively high number of new employees and providing
internal educational programs. Since a large number of our employees
are involved in offshore operations, a dedicated health, safety and
environment (HSE) training program has been put in place to ensure
the safest possible working environment. The Company sponsors and
promotes various social and sporting activities as management firmly
believes these to be beneficial in securing a good working environment
in the long term. The percentage of absences due to illness in 2008 was
1.0% (1.8% in 2007). One employee was injured during the year. This
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employee sustained a back injury during loading, resulting in a period
of restricted duties for the injured employee.

Equal Opportunities

EMGS has defined and implemented guidelines to protect against gender
discrimination. At the end of 2008, 57 of the Group's 248 employees (or
22.8%) were female (21.5% in 2007). The Group will continue to prioritize
the goal of improving the current imbalance by actively following a
recruiting strategy to this effect. EMGS recognises that the average
compensation for our female employees is lower than for the total work
force. This can, however, be explained by high degree of representation of
males at the management level and among technical professionals.

External environment

EMGS' offshore activity may in some instances lead to spills or other
unwanted effects upon the environment. The potential effect is similar
in nature to what can be expected in the general maritime transport
sector. The Company actively seeks to reduce the risks associated with
its operations and has HSE policies and routines in place to meet this
goal. Furthermore, efforts towards increasing general awareness of

Oslo, 28 April 2009
Board of directors

Juik Swrdaen

HSE issues across the Group have been implemented. One example of
this is the inclusion of HSE targets in the Company’s Key Performance
Indicators. No spills at sea were reported in 2008.

Allocation of Net Income

The Board of Directors propose that the Net Income of EMGS, the
parent company, shall be attributed to:

Uncovered loss NOK 376757 571
Other equity NOK 0
Group Contribution received NOK (227 464)
Dividend NOK 0
Net income/(loss) allocated NOK 376 530 107

This proposal reflects the Board of Directors'desire to strengthen the
equity position of the Company and to comply with the dividend
obligations associated with the conversion of EMGS' preference shares
to ordinary shares.

The Company does not have distributable equity as of December 31st 2008.

jarte H. Bruheim Berit Svendsen

Chairman of the Board
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Corporate
governance

The main corporate governance objective of Electromagnetic
Geoservices ASA ("EMGS” or the “Company”) is to have systems for
communication, monitoring, responsibility and incentives that create
the greatest value over time for shareholders, clients and employees.
The objective of EMGS is to comply with all relevant laws and
regulations affecting the Company and its business activities, as well as
the Norwegian Code of Practice for Corporate Governance (“Code of
Practice”). The Company'’s board of directors has adopted the Code of
Practice dated 4 December 2007. The Company may deviate from the
principles of the Code of Practice if required for special purposes.

In the following it is set out how the Code of Practice is accommodated
through the financial year 2008 for each section. Any deviations from

the Code of Practice are addressed in relation to the relevant section.

1. Corporate values and ethical guidelines

The Company has established a Code of Ethics and Conduct. Corporate
Governance is in focus at all levels of the organisation, and is reflected
in EMGS's corporate documents, its articles of association and its
business strategy.

2. Business

EMGS is the market leader in electromagnetic (EM) imaging. Pursuant
to the Company's articles of association, the Company’s purpose is:

“The Company'’s activity is to engage, by itself or through proprietary
interests in other companies, in the prospecting for hydrocarbon deposits
in connection with the exploration, development and production of
hydrocarbons.”

The article of purpose shall ensure the shareholder’s control with the
business and its risk profile without interfering with the roles of the
board the management. A more detailed description of EMGS goals
and strategies is presented in the annual report.

3. Equity and dividends

As of 31 of December the Company’s equity is deemed to be satisfactory
by the board of directors in connection with its objective, strategy and risk
profile. The Company's equity position is subject to continuing evaluation
to ensure that it is in correspondence with applicable regulations and the
articles of association. The Company aims to create value for its shareholders
over the long term through the increase of the share price in addition to
dividends. At present the Company does not intend to pay dividends.

Board authorisations on share capital increases and acquisition of
own shares shall, as a main rule, be restricted to defined purposes and
shall be limited in time to no later than the date of the next annual
general meeting.

4. Equal treatment of shareholders and transactions with close associates

The EMGS shares are all of the same class and are equal in all respects.
Equal treatment of shareholders is a main focus area in EMGS. Pursuant
to the Norwegian Public Limited Liability Companies Act, existing
shareholders have pre-emption rights in connection with share capital
increases, however this right can be waived. Any decision to waive

the pre-emption right must be justified by the board of directors. Any
transactions the Company carries out in its own shares shall, as a main
rule, be carried out on the Oslo Bars.

In the event of any material transaction between the Company and
shareholders, members of the board of directors, members of the
executive management or close associates of any such parties, the
board of directors shall, as a main rule, arrange for a valuation to be
obtained from an independent third party.

EMGS has implemented procedures for the board of directors and the
board committees to ensure that any conflict of interest connected to
agreements that are entered into by the Company is reported to the
board of directors.

5. Freely negotiable shares

The shares in EMGS are freely negotiable and the articles of association
do not contain any restrictions on negotiability.

6. General meetings

EMGS encourages all shareholders to participate in general meetings.
The board of directors uses their best endeavours in terms of fixing the
time for and organising the general meeting to ensure that as many
shareholders as possible may exercise their rights by participating in
general meetings of the Company, and that general meetings are an
effective forum for the views of shareholders and the board of directors.

The notice calling the general meeting with a form for appointing

a proxy and sufficiently detailed support information to the general
meeting, including proposals for resolutions and comments on matters
where no resolution is proposed, is sent to all shareholders with known
address no later than two weeks prior to the date of the general
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meeting. Shareholders that are unable to attend the general meetings
may be represented and exercise their voting rights through proxy.

Board representatives shall, if possible, attend the general meeting.
The collective board of directors and auditor shall attend the general
meeting when the circumstances require it. In any case, the auditor
shall be present at the ordinary general meeting. Normally, the Chief
Executive Officer and Chief Financial Officer will also be present at the
general meeting.

The Code of Practice stipulates that the board of directors should

have arrangements to ensure an independent Chairman for the
general meeting. The Company’s articles of association stipulate that
the Chairman of the board should chair the general meeting. The
Code of Practice stipulates that the board of directors should have
arrangements to ensure an independent Chairman for the general
meeting. The Company evaluated the stipulation in the Code of
Practice but decided that it was in the interest of the Company and the
shareholders that the general meeting is chaired by the Chairman.

7.Nomination committee

The Code of Practice recommends that a nomination committee is
established. On account of the current size of the Company and its
ownership structure, EMGS does not have a nomination committee.
Itis the policy of the board of directors to review periodically the
appropriateness of establishing such a committee.

8. Composition and independence of the board of directors

In accordance with the articles of association the board of directors
shall consist of 5 to 10 board members. The current composition of the
board of directors is set out in the annual report. Members of the board
of directors are elected by the shareholders, and any proposals on such
board members are made with the view to ensure that the board of
directors can attend to the shareholders common interest, and the
Company’s need for competence, capacity and diversity. It is taken into
consideration when proposing and electing board members that the
board shall function well as a collegial body. The Chairman of the board
shall be elected by the general meeting. Board members own or are
encouraged to own shares in the Company.

The majority of the board members are independent of the Company’s
executive management, substantial business associations and major
shareholders. The Chairman of the board of directors performs services

for the Company beyond the work directly related to his directorship,
and consequently might not be considered independent of the
executive management. The other shareholder elected board members
are all independent of the executive management and significant
business relations. See the annual report for further information about
the members of the board of directors.

Two of the shareholders elected board members are employed by, and
therefore connected to, the Company’s largest shareholder.

The Code of Practice recommends that board members of a company
should serve for a period of two years. The board of EMGS does not
comply with this recommendation because continuity in the board

is believed to be of benefit to the Company. The board undertakes to
keep its policy in this respect under review.

9.The duties of the board of directors

The board of directors is responsible for the Company’s business and
supervision of the executive management, including the responsibility
to implement control systems and to ensure that the Company is
operated in accordance with applicable legislation and the Code

of Practice. The board of directors annually prepares a plan for its
work, focusing on goals, strategy and implementation, in addition to
instructions from the board of directors to the executive management.

The board of directors'working methods and interaction is subject

to annual revision. In this respect, the board of directors evaluates its
effort in relation to corporate governance. The board of directors has
not regarded it necessary to engage external consultants to assess the
evaluation of its own work.

The board of directors has established and stipulated instructions

for an audit committee and a remuneration committee to assist the
board of directors. The committees of the Company comprise of board
members.

According to the Code of Practice, the board of directors should elect
a Deputy Chairman. The Company has not considered it necessary to

appoint a Deputy Chairman.

10. Risk management and internal control

The board of directors oversees that the Company has a sound risk
management and internal control system that are appropriate in

relation to EMGS'activities. The risk management and internal control
systems in EMGS are based on the Company's corporate values

and ethics guidelines. The board of directors annually reviews the
Company’s internal controls and the main areas of risks. A description of
the Company’s internal control and risk assessment systems for financial
reporting is included in the annual report.

11. Remuneration to the board of directors

The ordinary general meeting decides the remuneration paid to
members of the board of directors annually. The remuneration of the
board of directors shall reflect the board’s responsibility, expertise,
time commitment and complexity of the Company’s activities. The
Code of Practice recommends that the remuneration of the board of
directors should not be linked to the company’s performance and,
further, that the Company should not grant options to members of
its board of directors. EMGS believes that shareholders'return is more
likely to be maximised when members of the board of directors are
given incentives linked to the Company’s share price performance.
The Company believes that the shareholders, many of whom are
international investors, agree with this approach. The Company has not
granted options to members of the board of directors after its shares
were listed on the Oslo Stock Exchange.

The Chairman of the board has an agreement with the Company for
services performed for the Company beyond the work directly related to
his directorship, which has been approved by the general meeting. The
remuneration set out in this agreement covers his services related to his
directorship and all other services performed for the Company. Except
for the Chairman, none of the shareholder elected board members are
engaged by the Company apart from the duty as board members.

The members of the board committees receive additional remuneration
for their committee work as set out in the notes to the annual report.

See the annual report for further information about the remuneration
to the board of directors for 2008.

12. Remuneration of the executive management

The board of directors determines salary and other remuneration
systems for key personnel of the management pursuant to the
provisions of the Norwegian Public Limited Liability Companies Act.
The Chief Executive Officer’s employment conditions and remuneration
are determined by the board of directors and is presented to the

ordinary general meeting. The board of directors carries out a thorough
evaluation of salary and other remuneration to the Chief Executive
Officer on an annual basis.

The guidelines of the remuneration system for the executive
management is determined by the board of directors and is presented
to the general meeting through a declaration on principles for
management remuneration required by law.

The board of directors' believes that the salary levels of executive
management shall be competitive.

13. Information and communications

The Company makes public quarterly and annual reports pursuant
to the stock exchange regulations. The board of directors presents
information to the shareholders and the public in a correct, complete
and timely manner. The annual report is sent to the shareholders. The
Company’s financial calendar is published on EMGS'web page and
through the Oslo Stock Exchange's information service.

The board of directors treats all shareholders equal with regards to
information from the Company, unless otherwise required on the
basis of special considerations. It is considered as material to keep
shareholders and investors informed about the Company’s progress,
economic and financial status.

Open investor presentations are held in connection with the Company's
annual and quarterly reports.. Presentation material is made public no
later than simultaneously with the commencement of the presentation.

In addition to the dialogue between the shareholders in the general
meeting, the board of directors aspires to arrange for contact with
shareholders other than through general meetings. This takes place
through the Chairman of the board, the Chief Executive Officer and/or
the Chief Financial Officer and is subject to guidelines laid down by the
board of directors.

14.Take-overs

Given the present composition of the Company’s shareholders
according to the register of shareholders, with one shareholder holding
approximately 67% of the issued share capital of the Company, the
Company does not believe it necessary to have a detailed take-over
policy. In the event of a take-over, the board of directors will, as a main
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rule, look to the principles of the Code of Practice and evaluate the
measures to be carried out in case of any concrete situation.

15. Auditor

The auditor annually presents a plan covering the main features for
carrying out the audit. The auditor participates in meetings of the
board of directors that deal with the annual accounts, and reviews any
material changes in the Company’s accounting principles, any other
circumstances of importance to estimated accounting figures as well as
any disagreement between the auditor and the executive management
of the Company.

The auditor annually reviews the Company’s internal control procedures
together with the board of directors, including identified weaknesses

and proposals for improvements. The board of directors holds a meeting
with the auditor at least once a year at where neither the Chief Executive
Officer nor the Chief Financial Officer are present.

The board of directors has adopted instructions as to the executive
management’s access to the use of the auditor for services other
than auditing. The auditor provides an overview of his remuneration
divided on fee paid for audit work and any fees paid for other specific
assignments, which will be presented in the annual general meeting,
in addition to the annual report.

The auditor has given the board of directors a written notification
confirming that the requirements for independence are satisfied.
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Electromagnetic Geoservices Group
Year ended 31 December

Consolidated income statement

Amounts in USD 1 000 Note 2008 2007

Operating revenues

Contract sales 19 116177 140 339

Total operating revenues 116177 140 339

Other operating expenses 21 26572 25685
Total operating expenses 176 459 165 909
Operating profit (loss) -60 282 -25570

Financial income 23 12014 4624
Financial expenses 23 -14 406 -6 595
Net financial expenses -2392 -1971
Loss before income tax -62 674 -27 541
|ncometaxexpensesz4 ................ sess Siea
Loss for the year -65 769 -30925
Basic loss per share (result for the year/shares) in USD 30 -0.83 -0.47
Diluted loss per share (EPS) in USD 30 -0.83 -0.47

Electromagnetic Geoservices Group
As at 31 December

Consolidated balance sheet

Amounts in USD 1000 Note 2008 2007
ASSETS

Inventories 9 9539 12509
Total current assets 67 148 99917

Interest in joint ventures 5 12800 13212
Total non-current assets 59 249 64 855
Total assets 126 397 164772

Trade payables 35 19514 28543
Borrowmgs ............................................................................................. Y FPviy R e
B e o R ot
e oS Ry R ire

Total current liabilities 36 809 59118

Non-current liabilities

Employee benefit obligations 16 4392 2509
Total non-current liabilities 7172 3572
Total liabilities 43981 62 690
EQUITY

Capital and reserves attributable to equity holders of the Company

Share capital, share premium and other paid equity 17 244961 198 966
Other reserves -226 -220
Retained earnings -162319 -96 694
Total equity 82416 102 082

Total equity and liabilities 126 397 164772
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O
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Electromagnetic Geoservices Group Electromagnetic Geoservices Group

Year ended 31 December Attributable to equity holders of the Company

Consolidated statement of cash flow Consolidated statement of changes in equity

w
o

Share capital, share
premium and other

Amounts in USD 1 000 Note 2008 2007 Amounts in USD 1 000 Note paid-in equity Other reserves Retained earnings Total equity
Net cash flow from operating activities: Balance at 1 January 2007 77 940 -104 -60716 17120
Currency translation differences -

Ordinary amortisation 10 1594 994 Loss for the year - - -30925 -30925

Multi-client amortisation 12 16 889 - Total recognised for loss 2007 - -166 -30925 -31041

Is EMGS Annual Report 2008

[

Use of shares for consideration acquired interest

in joint venture 17 4968 - -102 4866
Taxes paid -4 499 -3 987 Balance at 31 December 2007 198 996 -220 -96 694 102 082
Net cash flow from operating activities -17 357 -20 698
Balance at 1 January 2008 198 996 -220 -96 694 102082
Currency translation differences - -6 - -6
Net income/(expense) recognised directly in equity - -6 - -6
Loss for the year - - -65 769 -65 769
Investment in multi-client library -16 889 - Total recognised loss for 2008 - -6 -65 769 -65775
Cash used in investing activities -23712 3T 008
Proceeds from shares issued - for consideration acquired
interest in joint venture 17 405 - 144 549

Proceeds from shares issued - rights issue and

options exercised 17 45 380 - - 45 380

Cost of share-based payment 17 2011 - - 2011

Payment of bank borrowings -8 005 -642 Cost ofrights issue 17 1831 . . 1831

Cash provided by financial activities 28 496 91901 Balance at 31 December 2008 244961 -226 -162319 82416
Net increase in cash -12573 20200
Cash balance beginning of period 40 685 20485
Cash balance end of period 28112 40 685
Increase in cash -12573 20200

Interestpa|d ............................................................................................................. 3993 509 .

-
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Notes

NOTE 1: CORPORATE INFORMATION

Electromagnetic Geoservices ASA ("EMGS"/"the Company”) and its subsidiaries (together “the Group”) use EM, a patented electromagnetic survey
method, to find hydrocarbons in offshore reservoirs. The Company’s services help oil and gas companies to improve their exploration success rates.
The Group has subsidiaries in Norway, Australia, Brazil, USA, Holland, Nigeria and Malaysia.

The Company is a public limited liability company incorporated and domiciled in Norway whose shares are publicly traded. The address of its
registered office is Stiklestadveien 1, 7041 Trondheim.

These consolidated financial statements have been approved for issue by the Board of Directors and the Chief Executive Officer on the 28 April 2009.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2. Summary of significant accounting policies
The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with International Financial Reporting Standards (IFRS). IFRS as
applied by the Group is the same as IFRS adopted by the European Union ("EU"). IFRS as adopted by the EU differ in certain respects from IFRS as issued

by the International Accounting Standards Board (“IASB”). However, the consolidated financial statements for the periods presented would be no different
had the Company applied IFRS as issued by the IASB. References to IFRS hereafter should be construed as references to IFRS as adopted by the EU. The
consolidated financial statements have been prepared under the historical cost convention. The principal accounting principles adopted are set out below.

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also requires management to
exercise its judgment in the process of applying the Company’s accounting policies. The areas involving a higher degree of judgment or complexity, or
areas where assumptions and estimates are significant to the consolidated financial statements are disclosed in Note 4.

The consolidated financial statements are presented in US dollars and all values are rounded to the nearest thousand except when otherwise indicated.

2.2 Changes in accounting policy and disclosures
The accounting principles adopted are consistent with those of the previous financial year except as follows:
The Group has adopted the following new and amended IFRS and IFRIC interpretations during the year:

« IFRIC 14/IAS 19,"The limit on a Defined Benefit Asset, Minimum Funding Requirements and their interaction”
IFRIC Interpretation 14 provides guidance on how to assess the limit on the amount of surplus in a defined benefit scheme that can be recognised as
an asset under IAS 19“Employee Benefits” The Group amended its accounting policy accordingly. The Group's defined benefit schemes have been in
deficit, therefore the adoption of this interpretation had no impact on the financial position or performance of the Group.

2.3 Future changes in accounting policies
Certain new standards, amendments and interpretations of existing standards have been published that are mandatory for the Group’s accounting
periods beginning on 1 January 2009 or later periods but which the Group has not early adopted, as follows:

« 1AS 23,"Amendment - Borrowing Costs” (effective for annual periods beginning on or after 1 January 2009).
« IFRIC 13, "Customer Loyalty Programs” (effective for annual periods beginning on or after 1 July 2008).
« IFRS 2,"Amendment - Share based Payments — Vesting Conditions and Cancellations” (effective for annual periods beginning on or after 1 January 2009).
« IFRS 1,"Amendment to IFRS 1"and IAS 27 “Amendment to IAS 27" (effective for annual periods beginning on or after 1 January 2009).
« IFRS 3R, "Business Combinations”and IAS 27R “Consolidated and Separate Financial Statements” (effective for annual periods beginning
on or after 1 July 2009).
- IAS 1R, "Revised Presentation of Financial Statements” (effective for annual periods beginning on or after 1 January 2009).
« 1AS 32,"Amendment to IAS 32"and IAS 1,"Amendment — Puttable Financial Instruments” (effective for annual periods beginning on or after 1 January 2009).
« 1AS 39,"Amendment to IAS 39 - Financial instruments - Recognition and measurement - Eligible Hedged Items” (effective for annual periods
beginning on or after 1 July 2009).

« IFRIC 12, "Service Concession Arrangements” (effective 1 January 2008, but was at that time not approved by EU. It is expected that EU sets an
effective date for the financial statements commencing after 31 December 2008. The Group plans to implement IFRIC 12 from 1 January 2009).

- IFRIC 15, "Agreements for the construction of real estate” (effective for annual periods beginning on or after 1 January 2009).

- IFRIC 16,"Hedges of a net investment in a foreign operation” (effective for annual periods beginning on or after 1 October 2008).

- IFRIC 17, "Distribution of non-cash assets to owners” (effective for annual periods beginning on or after 1 July 2008).

The interpretations are not expected to have any material impact on the financial position of the Group.
The Group plans to implement the interpretations when they are effective and approved by EU.

2.4 Consolidation

The consolidated financial statements incorporate the financial statements of EMGS ASA and entities controlled by EMGS ASA (subsidiaries). Control
is achieved where the Company has the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.
Control normally exists when EMGS has more than 50 % voting power through ownership or agreements.

The results of subsidiaries acquired or disposed during the year are included in the consolidated income statement from the effective date of
acquisition or up to the effective date of disposal, as appropriate. The financial statements of the subsidiaries are prepared for the same reporting
period as the parent company, using consistent accounting policies.

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group transactions are eliminated in full.

2.5 Interests in joint ventures
The Group has an interest in a joint venture which is a jointly controlled entity, whereby the ventures have a contractual arrangement that establishes
joint control over the economic activities of the entity. The Group recognises its interest in the joint ventures using the equity method.

Under the equity method, interest in joint ventures are carried in the balance sheet at cost plus post acquisition changes in the Group's share of net
assets of the joint venture. Goodwill relating to interest in joint ventures are included in the carrying amount of the investment and is not amortised.
The income statement reflects the share of results of operation of the joint venture. Where there has been a change recognised directly in equity of the
joint venture, the Group recognises its share of any changes and discloses this, when applicable, in the statement of changes in equity. Adjustments
are made in the Group's financial statements to eliminate the Group’s share of unrealised gains and losses on transactions between the Group and its
jointly controlled entity. Losses on transactions are recognised immediately if the loss provides evidence of a reduction in the net realisable value of
current assets or an impairment loss. The equity method is used until the date on which the Group ceases to have joint control over the joint venture.

The financial statements of the joint venture are prepared for the same reporting period as the parent company. Adjustments are made where
necessary to bring the accounting policies into line with those of the Group.

2.6 Foreign currency translations

a) Functional and presentation currency

The financial statements of each entity within the Group reflect transactions recorded in the currency of the economic environment in which it
operates (“the functional currency”).

The consolidated financial statements are presented in US Dollars, (USD) which is the Company’s functional currency and the Group's presentation
currency. Each entity in the Group determines its own functional currency and items included in the financial statements of each entity are
measured using that functional currency. EMGS operates in the oil service industry and USD is the currency that mainly influences sales prices for
the Company’s services. USD significantly influences the charter hire, material and other costs of providing services. USD is therefore the functional
currency of the Company.

b) Transactions and balances

Transactions in foreign currencies are initially recorded at the functional currency rate at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies are translated at the currency rate at the balance sheet date. All differences are recorded in profit and loss. Non-
monetary items that are measured in terms of historical costs in a foreign currency are translated using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value
is determined. Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of assets and
liabilities arising on the acquisition are treated as assets and liabilities of the foreign operation and translated at the closing rate.
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¢) Group companies
The results and financial position of Group companies (none of which has the currency of a hyperinflationary economy) that have a functional
currency different from the presentation currency are translated into the presentation currency as follows:

i) Assets and liabilities for each balance sheet presented are translated at the rate of exchange ruling at the balance sheet date.

ii) Revenues and expenses for each income statement presented are translated at average exchange rate for the period. However, if this average is
not a reasonable approximation of the cumulative effect on the rates prevailing on the actual transaction dates, revenues and expenses are translated
using the foreign exchange rates at the specific transaction dates.

iii) All resulting exchange differences are recognised as a separate component of equity. In the event a foreign operation is sold, any exchange
differences previously recorded in equity is recognised as part of gain/loss on sales in the income statement.

2.7 Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and any accumulated impairment losses. Historical cost
includes costs directly attributable to the acquisition of the item. Costs are included in the asset’s carrying amount or recognised as a separate asset,
if appropriate, only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. Costs of all other repairs and maintenance are expensed as incurred.

Borrowing costs are recognised as an expense when incurred.

Depreciation on assets is calculated using the straight-line method. The assets are depreciated over their estimated useful life, adjusted for any
estimated residual values.

Useful life:
Machinery and equipment 3-5years
Cluster * 5 years
Hardware equipment and furniture 3-5years

* A cluster consists of IT equipment comprising of a large amount of processors for doing advanced data processing.

The assets'residual values, useful lives and method of depreciation are reviewed at each balance sheet date and adjusted if appropriate. If an asset’s
carrying amount is greater than its estimated recoverable amount, the asset is immediately written down to the recoverable amount (Note 2.9).

2.8 Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired in a business combination is
fair value as at the date of acquisition. Following initial recognition, intangible assets are carried at cost less any accumulated amortisation and any
accumulated impairment losses. Internally generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure
is recognised in profit and loss in the period in which the expenditure is incurred.

The useful lives of intangible assets are assessed to be either definite or indefinite.

Intangible assets with definite useful lives are amortised over the useful economic life and assessed for impairment whenever there is an indication
that the intangible asset may be impaired. The amortisation period is reviewed at least each financial year-end. (a) Patents

Patents have a definite useful life and are recorded at historical cost less accumulated amortisation and any accumulated impairment losses.
Amortisation is calculated using the straight-line method to allocate the cost of patents over their estimated useful lives (10 years). Administrative costs
associated with patents are expensed as incurred.

(b) Computer software

The cost of acquired computer software licenses is capitalised based on the expenses incurred to acquire and bring the specific software to use.
These costs are amortised over the estimated useful life (3 years). The costs of design of software interfaces, installing, testing, creating system and
user documentation, defining user reports and data conversion are capitalised together with the software cost. These costs are directly related to
developing the software application for the Company’s use.

Costs associated with maintaining computer software are expensed as incurred. Costs directly associated with the production of identifiable and
unique software products controlled by the Group, and which are expected to generate economic benefits in excess of cost (beyond one year)
are recognised as intangible assets. Direct costs include software development employee costs and an appropriate portion of relevant overheads.
Computer software development costs recognised as assets are amortised over their estimated useful life, not to exceed three years.

(c) Research and development costs

Research costs are expensed as incurred. Development expenditure on individual projects is recognised as an intangible asset when the Group can
demonstrate the technical feasibility of completing the intangible assets so that it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future economic benefits, the availability of resources to complete the asset and the ability
to measure reliably the expenditure during development.

Following initial recognition of the development expenditure as an asset, the cost model is applied requiring the asset to be carried at cost less any
accumulated amortisation and accumulated impairment losses. Amortisation of the asset begins when development is complete and the asset is available
for use. It is amortised over the period of expected future benefit (3 years). During the period of development, the asset is tested for impairment annually.

Contributions from external customers and government grant in the development stage are recorded as a reduction of the intangible asset up to the
amount that covers the cost price. The surplus is recorded as revenues.

(d) Multi-client library

The multi-client library consists of surveys of electromagnetic data. The surveys can be licensed to customers on a non-exclusive basis. Directly
attributable costs associated with the production and development of multi-client projects such as acquisition costs, processing costs and direct
project costs are capitalised as incurred.

The Company amortises its multi-client library primarily based on the ratio between the cost of the surveys and the total forecasted sales for such
surveys. Surveys are categorised into four amortisation categories with amortisation rates of 90%, 75%, 60% or 45% of sales amount. Classification of a
project into a rate category is based on the ratio of its remaining net carrying value to its remaining sales estimate. Amortisation is recorded each time
there has been a multi-client sale on surveys with a carrying value higher than zero.

The Company also applies minimum amortisation criteria for the library projects based on a three-year life. Under this policy, the book value of each
survey is reduced to a specified percentage by each quarter end, based on the age of the survey. The calculation of minimum amortisation is recorded
quarterly after amortisation for sales.

2.9 Impairment of non-financial assets

Intangible assets that have an indefinite useful life are not subject to amortisation but are tested annually for impairment. Assets that are subject to
amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the base levels for
which separate cash inflows can be identified (cash-generating units). Non- financial assets other than goodwill previously impaired are reviewed at
each reporting date for possible reversal of the previously recorded impairment. A previously recognised impairment loss is reversed only if there has
been a change in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the case,
thecarrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would have
been determined, net of depreciation, had no impairment loss been recognised for the asset in prior periods.

2.10 Investments and other financial assets

Financial assets within the scope of IAS 39 are classified as either; at fair value through profit or loss, loans and receivables, held-to-maturity
investments, or available-for-sale. The classification depends on the purpose for which the financial assets were acquired. Management determines
the classification of its financial assets at initial recognition and re-evaluates this designation at each reporting date.

The Group has no financial assets classified as available-for-sale or held-to-maturity.
All regular way purchases and sales of financial assets are recognised on the trade date, which is the date that the Group commits to purchase the

asset. Regular way purchases or sales are purchases and sales of financial assets that require delivery of assets within the period generally established
by regulation or convention in the marketplace.
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The Group assesses at each balance sheet date whether a financial asset or group of financial assets is impaired.

(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 purpose of selling in the short term or if so designated by management. Derivatives are
also categorised as held for trading unless they are designated as hedges. Assets in this category are classified as current assets if they are either held
for trading or are expected to be realised within 12 months of the balance sheet date.

(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 included in current assets, unless maturity is more than one year from the balance sheet date, in which case the asset would be
classified as non-current.

2.11 Derivative financial instruments and hedging activities
Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently re-measured at their fair value.

The Group currently does not engage in any types of hedging activity and does not apply hedge accounting.

2.12 Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in, first-out (FIFO) method.

The Group's inventory consists primarily of equipment components and parts, anchors, batteries and fuel.

2.13 Trade receivables

Trade receivables are recognised on initial recognition at fair value. A provision for impairment of trade receivables is recorded when there is objective
evidence that the Group will not be able to collect all amounts due under the original terms of the receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy and default or delinquency in payments are considered indicators that the trade receivable
may be impaired. The provision is calculated as the difference between the asset’s carrying amount and the present value of estimated future cash
flows. The provision is included in the income statement as part of other operating expenses.

2.14 Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with original maturities
of three months or less. Bank overdrafts are shown as borrowings within current liabilities on the balance sheet.

Cash equivalents are short-term, highly liquid investments that are readily convertible to known amounts of cash and which are not subject
to a significant risk of changes in value.

2.15 Equity
Ordinary shares are classified as equity. Incremental costs directly attributable to the issuance of new shares or options are shown in equity
as a deduction from the proceeds.

2.16 Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are subsequently measured at amortised cost using the
effective interest rate method. Any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income
statement over the borrowing period using the effective interest rate method. Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12 months after the balance sheet date.

2.17 Derecognition of financial assets and liabilities
(a) Financial assets
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 “pass through”arrangement; or

- the Group has transferred its rights to receive cash flows from the asset and either (a) has transferred substantially all the risk and rewards of the asset,
or (b) has neither transferred nor retained substantially all the risk and rewards of the asset, but has transferred control of the asset.

(b) Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged, cancelled or expires.

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

2.18 Income tax

(a) Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered from or paid to the
taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted at the balance sheet
date. Current income tax relating to items recognised directly in equity is recognised in equity and not in the income statement.

(b) Deferred income tax

Deferred income tax is provided for using the liability method on temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial statements. Deferred income tax is determined using tax rates (and laws) that have been enacted
or substantially enacted at the balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the temporary differences
can be utilised. Deferred income tax is provided on temporary differences arising on investments in subsidiaries, except where the timing of the reversal

of the temporary difference is controlled by the Group and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred
income tax relating to items recognised directly in equity is recognised in equity and not in the income statement.

2.19 Employee benefits

(a) Pension obligations

The Company operates a defined benefit plan. The scheme is funded through payments to an insurance company, determined by periodic actuarial
calculations. Typically, defined benefit plans define an amount of pension benefit that an employee will receive upon retirement, usually dependent on
one or more factors such as age, years of service and compensation.

The liability recognised in the balance sheet related to the defined benefit plans is the present value of the defined benefit obligation at the balance
sheet date less the fair value of plan assets, plus adjustments for unrecognised actuarial gains or losses and past service costs. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit method. The present value of the defined benefit obligation
is determined by discounting the estimated future cash outflows using the interest rates for the 10 years Government bond adjusted for duration
approximately equal to the maturity to the related pension liability.

Social security tax is provided for based on the actual total pension liability.
Accumulated effects of changes in estimates, changes in assumptions and deviations from actuarial assumptions (actuarial gains or losses) that are
less than 10% of the higher of pension benefit obligations and pension plan assets at the beginning of the year is not recorded. When the accumulated

effect is above 10%, the excess amount is recognised in the income statement over the estimated average remaining service period.

The net pension cost for the period is classified as an employee expense.
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(b) Share-based compensation

The Group operates an equity-settled, share-based compensation plan. The cost of equity-settled transactions with employees, for awards granted
after 7 November 2002, is measured by reference to the fair value at the date on which they are granted. The fair value is determined by an external
valuation expert using an appropriate pricing model, further details of which are given in Note 18.

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in which the performance and/
or service conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (‘the vesting date).

The cumulative expense recognised for equity- settled transactions at each reporting date until the vesting date reflects the extent to which the
vesting period has expired and the Group's best estimate of the number of equity instruments that will ultimately vest. The income statement charge
or credit for a period represents the movement in cumulative expense recognised as at the beginning and end of that period. When options are
exercised, the proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value) and share premium.

Social security tax on share-based compensation is recorded as a liability and recognised over the estimated option period. The social security tax
is calculated using the appropriate tax rate on the difference between market price and the exercise price at the measurement date.

(c) Bonus plans
The Group recognises a provision for bonus expenses where contractually obliged or where there is a past practice that has created a constructive
obligation.

2.20 Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured.
Revenue is the fair value of the consideration received or receivable for services in the ordinary course of the Group's activities. Revenue is shown net
of withholding and value-added taxes and after elimination of sales within the Group. Revenue is recognised as follows:

(a) Fixed Rate Contracts/Unit Price Contracts:

Revenue from contracts (whether priced as Lump Sum, Day Rate or Unit Price) is recognised based on the percentage of completion method,
measured by reference to the percentage of vessel operational hours incurred to date versus the total estimated vessel operational hours for the
project. Any amount received greater than that calculated as recognisable will be recorded on the balance sheet as deferred revenue and recognised
in the applicable future periods. Conversely, any earned but unbilled revenue will be recognised as revenue in the current period and recorded as
accrued revenue on the balance sheet. (“Vessel operational hours”is the actual amount of time incurred/expected to be incurred in the productive
acquisition of the seabed logging data.)

Mobilisation Fees:

Revenues for mobilisation are usually contracted with the customer and should cover the vessels transit to the actual area. Revenues and costs related to
mobilisation are deferred and recognised over the acquisition period (which is the time from the first receiver is dropped to the last retrieval)

of the contract, representing the acquisition period of the geological information, using the percentage of completion method. The deferral of mobilisation
costs can only begin after a definitive contract has been executed between EMGS and the client. Until a contract is signed, costs are expensed as incurred.

(b) Sales of multi-client library data

Pre-funding agreements:

Before an EM survey is completed, the Company secures funding from a group of customers. The advantages for pre-funding customers are generally
the possibility to influence the project specifications, early access to acquired data and discounted prices. The Company recognises pre-funded
revenue after the percentage of completion method. Progress is measured by reference to the percentage of vessel operational hours incurred to date
versus the total estimated vessel operational hours for the project, provided that all other revenue recognition criteria are satisfied.

Late sales:

Customers are granted a license from the Company which entitle them to access a specific part of the multi-client data library. The license payment is
fixed and is required when the license is granted. The late sale revenue is recognised when a valid licensing agreement is signed and the multi-client
library data made accessible to the customer.

(c) Interest income

Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is impaired, the carrying amount is
reduced to the recoverable amount, calculated as the estimated future cash flows discounted at the original effective interest rate of the instrument.
The discount continues to be unwound as interest income. Interest income on impaired loans is recognised using the original effective interest rate.

2.21 Leases
The determination whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception date of whether the
fulfilment of the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a right to use the asset.

a) Operating leases:
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments made under
operating leases (net of any incentives received from the lessor) are charged to the income statement on a straight-line basis over the period of the lease.

b) Finance leases:

The Group leases certain property, plant and equipment. Leases of property, plant and equipment where the Group has substantially all the risks and
rewards of ownership are classified as finance leases. Finance leases are capitalised at the commencement of the lease at the lower of the fair value of
the leased property and the present value of the minimum lease payments.

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance balance outstanding.

The corresponding rental obligations, net of finance charges, are included in other long-term payables. The interest element of the finance cost is
charged to the income statement over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability
for each period.

Property, plant and equipment acquired under finance leases are depreciated over the shorter of the useful life of the asset and the lease term. When
there is reasonable certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over the expected useful life.

2.22 Dividend distribution
Dividends distributed to the shareholders are recognised as a liability in the Group's financial statements in the period in which the dividends are
approved by the shareholder meeting (general assembly).

2.23 Cash flow statement
The cash flow statement is presented using the indirect method. Cash and cash equivalents includes cash at hand, deposits held at call with banks,
other short-term highly liquid investments with original maturities of three months or less.

2.24 Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions for loss on
sales contracts are recognised when it is clear that the contract will result in a loss. The calculation is made by comparing the contracted revenues to
the expected direct operating costs for the acquisition period.

NOTE 3: FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’'s principal financial liabilities comprise bank loans and overdrafts, finance leases and trade payables. The main purpose of these financial
liabilities is to raise finance for the Group's operations. The Group has various financial assets such as trade receivables, cash and short-term deposit
which arise directly from its operations.

The Group has not entered into any derivative transactions in 2008 or 2007 and it is, and has been throughout 2008 and 2007, the Group’s policy that
no trading in derivatives shall be undertaken.

The main risks arising from the Group's financial instruments are liquidity risk, foreign currency risk, interest rate risk and credit risk. The Board of
Directors reviews and agrees policies for managing each of these risks which are summarised below.

(a) Foreign currency risk

The Group operates internationally and therefore has exposure to foreign exchange risk arising from transactions executed in foreign currencies,
primarily with respect to NOK. Approximately 78% of the Group’s sales are denominated in USD, whilst approximately 60% of costs are denominated

in USD. Foreign exchange risk arises from future commercial transactions, recognised as assets and liabilities and net investments in foreign operations.

The Group has certain investments in foreign operations, where net assets are exposed to foreign currency translation risk.
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The following table demonstrates the sensitivity to a reasonably possible change in the NOK exchange rate, with all other variables held constant,
of the Group's profit before tax (due to changes in the fair value of monetary assets and liabilities)

Increase/ Effects on

decrease profit

NOK rate before tax

2008 +20 % 851
-20 % -1277

2007 +20 % 4732
-20 % -7 098

(b) Credit risk

The Group trades with recognised, creditworthy third parties. It is the Group's policy that all customers who wish to trade on credit terms are subject
to credit verification procedures. In addition, receivable balances are monitored on an ongoing basis with the result that the Group's exposure to
bad debt is not significant. Although 5 major customers amounted to a significant part of 2008 sales, these customers were large international oil
companies, and considered creditworthy. Therefore, there are no significant concentrations of credit risk within the Group.

With respect to credit risk arising from the other financial assets of the Group such as cash and cash equivalents, the Group's exposure to credit risk
arises from default of the counter party, with maximum exposure equal to the carrying amount of these instruments. To limit the risk EMGS has
deposited cash in several banks.of the Group's profit before tax (due to changes in the fair value of monetary assets and liabilities)

(c) Liquidity risk

The Group’'s sources of liquidity include cash balances, cash flow from operations, it's existing and new bank facilities and further debt and equity issues.

[t's the Group's objective to balance these sources of liquidity as well as the operational performance and current global capital markets will allow. The
primary source of liquidity maintains to be cash flow generated from the Group’s operations. There is a risk of decreased demand of the company’s services
as a consequence of the financial crises, but as the majority of customers are solid large companies, EMGS feels confident in reaching the revenue forecast
necessary for a stable liquidity. In addition, a global cooperation agreement with Fugro, the world's leading geotechnical, survey and geoscience company,
has been entered into. This agreement includes a convertible loan from Fugro of NOK 150 million.

The table below summarises the maturity profile of the Group’s financial liabilities 31 December based on contractual payments.

Less than
Amounts in USD 1 000 On demand 1 year 1to 5 years > 5 years Total

Year ended 31 December 2008

Other liabilities - - - 2580 2580

Trade and other payables - 41840 - - 41840

Other financial liabilities - 1820 1217 - 3037
(d) Interest rate risk

As the Group has no significant interest-bearing assets or liabilities, the Group’s income and operating cash flows are substantially independent of
changes in market interest rates.

The Group’s interest rate risk arises from leasing liabilities, short term borrowings and cash equivalents. Leasing agreements issued at variable rates
expose the Group to interest rate risk.

(e) Capital management
The primary objective of the Group's capital management is to ensure healthy capital ratios to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions. To maintain or adjust the capital
structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders or issue new shares. Due to the current market
conditions, the Group considers a share issuance or a loan agreement to be potential sources for additional funding. No changes were made in the
objectives, policies or processes during the years ended 31 December 2008 and 31 December 2007.

The Group monitors its capital structure on the basis of a total equity to total asset ratio. As of 31 December 2008 this ratio was 66%. In 2007 the ratio
was 62%. It is the Group's policy that the said ratio shall be above 50% during its current growth phase, which is expected to last for the next few years.

NOTE 4: CRITICAL ACCOUNTING ESTIMATES, JUDGMENTS AND ASSUMPTIONS

The preparation of the Group’s financial statements requires management to make estimates, judgments and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities. However, uncertainty about these assumptions and estimates could result in outcomes that
could require a material adjustment to the carrying amount of the assets or liabilities affected in the future. Estimates and judgments are continually
evaluated and are based on historical experience and other factors, including expectations of future events that are believed to be reasonable under
the circumstances.

4.1 Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates could deviate from the actual results. The
estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.

Useful lives of the Group’s property, plant and equipment and intangible assets

The Group's management determines the estimated useful lives and related depreciation and amortisation charges for its property, plant and
equipment and intangible assets. This estimate could change significantly as a result of technical innovations and increased competition. When
remaining useful lives of assets are determined to be too high, management will make appropriate estimate revisions and adjust depreciation charges
prospectively. ltems determined to be technically obsolete or which have been abandoned will be written off completely.

Pension obligations

The cost of defined benefit pension plans is determined using actuarial valuations. The actuarial valuation involves making assumptions about
discount rates, expected rates of return on assets, future salary increases, mortality rates and future pension increases. Due to the long term nature of
these plans, such estimates are subject to significant uncertainty. The net pension obligation at 31 December 2008 is 4 392 (2007: 2 509). Additional
information is disclosed in Note 16.

Share-based payments
For options, the fair value is calculated using the Black Scholes option pricing model. Significant inputs in the model are share prices, standard
deviation of share price returns, dividend yield and volatility. Changes in these estimates will influence the fair value calculated.

Joint venture

The management is required to allocate the purchase price to the assets aquired and liabilities assumed based on their estimated fair values for the
joint venture. The Group engaged independent valuation specialists to determine the purchase price allocation of the shares in KJT Inc. Judgement
in selecting valuation method, estimates and assumption was required when allocating the purchase price.

The purchased intangible assets include technology. The management'’s estimate of fair value and useful life are based upon assumptions believed
to be reasonable, but which are uncertain and unpredictable and, as a result, actual values may differ from estimates.

Revenue recognition

The Group uses the percentage-of-completion method in accounting for its contracts to deliver survey services. Use of the percentage-of-completion
method requires the Group to estimate the services performed to date as a proportion of the total services to be performed. The proportion of services
performed to total services to be performed can differ from management’s estimates, influencing the amount of revenue recognised in the period.
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Amortisation of the multi-client library

In determining the sales amortisation rates applied to the multi-client library, the Company considers expected future sales. The assumption regarding
expected future sales includes consideration of geographic location, prospects, political risk and license periods. It is difficult to make an assumption
regarding future sales, hence the amortisation rate will fluctuate when the sales forecast is updated. To reduce effect on changes in the amortisation
amount caused by deviation in sales forecast from year to year, the Company has a maximum lifetime of 3 years on multi-client project. The minimum
amortisation policy is described in Note 2.8 d).

4.2 Critical accounting judgment

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates could deviate from the actual results. The
estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.

Taxes

The Group is subject to income taxes in several jurisdictions. Significant judgment is required in determining the worldwide provision for income
and deferred taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of
business. In assessing whether a deferred tax asset can be realised, management uses judgment to determine that future taxable income is probable.
Unrecognised tax assets at 31 December 2008 are 37 123 (2007: 18 940).

Development costs
Development costs are capitalised in accordance with accounting policy in Note 2.8 (c). Initial capitalisation of costs is based on management’s
judgment that technological and economical feasibility is confirmed, usually when a product development project has reached a defined milestone

according to established project management model. At 31 December 2008, the carrying amount of capitalised development costs are 1 994 (2007: 941).

NOTE 5: INTEREST IN A JOINT VENTURE

The accounting recognised in the 31 December 2007 financial statement was based on a preliminary allocation of the purchase price. The allocation
of the purchase price was completed in March 2008. Goodwill was then splitt into value of technology and value of goodwill. This had no material
effect on the 2007 numbers.

The following table illustrates summarised financial information of the Group's investment in KJT Inc:

Share of the joint venture’s balance sheet:

Amounts in USD 1 000 2008 2007
Current assets 1477 988
Nomcurrentassets 32
LEUITENlabilities | et eseseeesesersseseeneseesenesesssnssosenesessesssoserssesseessessnesersoneriose Bresereereeer SOOI 736
Non-current liabilities - -
Net assets 649 273

Amortisation of technology (10 year)

Recognised in the Consolidated Income Statement

The Group tests goodwill annually for impairment of more frequently if there are indications that goodwill is impaired. EMGS has identified the KJT
investment as a cash generating unit.

The recoverable amount of the KJT investment is determined based on a value in use calculation which uses after-tax cash flow projections. As the
Company is expected to develop further beyond a three year period, the value in use is based on cash flow projections reflecting the financial forecast
covering a 9 year period. Cash flows beyond the nine-year period are extrapolated with a long term growth rate of 2.5%. The after-tax discount rate
applied to the cash flow projections is 16.2%.

Management believes that any reasonably possible change in key assumptions underlying the calculations of the recoverable amount would not
trigger any impairment as of December 31, 2008.

NOTE 6: CASH AND CASH EQUIVALENTS

Amounts in USD 1 000 2008 2007
B et en e s eseraeseseenssesersseseraseoseraesessenssosereseseereossressereenes Bocersene 272183 39585
Restricted cash 894 1100
Total cash and cash equivalents 28112 40 685

See Note 14 for explanation of overdraft facility.
Cash earns interest at floating rates based on daily bank deposit rates. Short-term deposits are made for varying periods of between one day and three

months depending on the immediate cash requirements of the Group, and earn interest at the respective short-term deposit rates. The fair value of
cash and cash equivalents equals the nominal value.

NOTE 7: TRADE RECEIVABLES

Amounts in USD 1 000 2008 2007

Accounts receivable 10805 31162
- Accrue d Yeven u es ................................................................................................................................................................ 4504 ............... 6 3 41 .
- Prov|s|onfor doubtful recewabl es .......................................................................................................................................... 1 387 .............. 4 6 65 .

Total trade receivables 13923 32838

Trade receivables are non-interest bearing and are generally on 30 days payment terms.
Fair value of the receivables approximates the nominal values, less provision for doubtful receivables.

Generally, the Group trades with recognised, creditworthy customers. The customers are usually large oil companies with an appropriate credit history.
Only in a few instances services are performed for smaller companies with limited credit history.

At 31 December 2007 trade receivables of 4 665 due from customers with liquidity problems was reserved for.

At 31 December 2008 the Group assessed the trade receivables and found it necessary to make a provision of 1 387 based on assessment of risk of bad
debt loss.

H
w
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Movements in the provision for doubtful receivables are as follows: NOTE 10: INTANGIBLE ASSETS

Software
Amounts in USD 1 000 2008 2007 Amounts in USD 1 000 and licenses Patents Total
At 1 January -4 665 - At 1 January 2007
. Cha rge for the year ............................................................................................................................................................ _1 3 37 .............. -4 6 65 . Accum u|ated cost ......................................................................................................................................... : . 969 .............. : . 67 3 ............... 3 542 .
" Amountsw”tten oﬁ ............................................................................................................................................................ 4655 g AccumUIatEdamomsanon .............................................................................................................................. 8 432 ............... -780 .............. _1212
At 31 December -1387 -4 665 Net carrying value 1537 893 2430

As at 31 December, the aging analysis of trade receivables is as follows:

Is - EMGS Annual Report 2008

Amounts in USD 1 000 Total Not due < 30 days 30-60 days 60-90 days 90-120 days >120
200810805 .............. 4106 .............. 3101 ............... 118916 ..................... B A 2393 Amortisation external contribution from customers 2 - 2
2007 ............................................................. 31162 .............. 135365825 ................ ! 529 ............... 49085364- Closingcarryingvalue 2616 725 3341

NOTE 8: OTHER RECEIVABLES AND PREPAID ASSETS

Accumulated amortisation

Net carrying value 2616
Amounts in USD 1 000 2008 2007 e e e
Year ended 31 December 2008
Prepayments 2793 2572 ..........................................................................................................................................................................................................................
......... Openingcarryingvalue 2616 725 3341
ReCe|Vab|eS VAT - 2 002 ..........................................................................................................................................................................................................................
...................... Additions 367 _ 367
Deferred mobilisation expenses - DA T
................. Capitalisedinterna”ydevelopedSOftWare 1670 - 1670
Other receivables 151 182 T
5 External contribution from customers - - -
Total other recelvables 2943 3 - 3 1+ TR T T T LR E TR R PP PP PP PP PP PP P
Amortisation charge -1427 -168 -1595
e e e L L LR LILILLIRE RRLLLIR L LN AOLRLLRLLELER At . Amortisation external contribution from customers _ _ -
Prepaid assets 3639 9077 a | 322 378
.......................................................................................................................................................................................................................... osin carr in value 7 557 7 4
R&D projects under development 8991 - 9 ying
Total prepaid assets 12631 9077
. . ) ) Accumulated amortisation -2 658 -1116 -3801
Fair value of the receivables approximates the nominal values.
Net carrying value 3227 557 3784
NOTE 9: INVENTORIES ) ) ) ) )
The patents are related to electromagnetic method, the Group’s proprietary process which allows for the direct detection of hydrocarbons under the earth.
The remaining amortisation period is 3 years and 4 month.
Amounts in USD 1 000 2008 2007
Equipment components and parts, at cost 7 247 8259 Estimated useful lives
Anchors and batteries, at cost 1072 1433 Patents 10 years
Fuel, at cost 1221 2817 Software and licenses 3 years
Total inventories 9539 12509

Inventory items expensed during 2008 amounted to 17 203 (2007: 15 883) and are included as components of operating expenses.
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NOTE 11: PROPERTY, PLANT AND EQUIPMENT

Machinery Hardware
Amounts in USD 1 000 and equipment and furniture Cluster Total

At 1 January 2007

Accumulated amortisation -14228 -1170 -683 -16 081

Net carrying value 19 291 2419 1592 23302

Depreciation charge -10 478 -1550 -455 -12483

Closing carrying value 35036 7303 5964 48 303

Accumulated cost 59742 10023 7102 76 867
Accumulated amortisation -24706 -2720 -1138 -28 564
Net carrying value 35036 7303 5964 48303

Opening carrying value 35036 7303 5964 48 303
Additions 11131 3235 1519 15884
Disposals -1607 - - -1670

7

Depreciation on disposals 519 - - 519
Closing carrying value 29501 7313 5851 42 665
At 31 December 2008

Accumulated cost 69 266 13258 8621 91144
Accumulated amortisation -39764 -5 945 -2770 -48 479
Net carrying value 29501 7313 5851 42 665

Finance leasing included in property, plant and equipment:

2007

Cost of capitalised finance leases - 3357 2275 5632
Accumulated depreciation - -1187 -1138 -2352
Net carrying value - 2170 1137 3307

Cost of capitalised finance leases - 7120 8621 15741
Accumulated depreciation - -3170 -2770 -5 940
Net carrying value - 3950 5851 93801

The amount of Property, Plant & Equipment pledged as security for liabilities has a net carrying value of 25004 as of December 31, 2008 (2007: 3 307).

Estimated useful lives

Machinery and equipment 3-5years
Hardware and furniture 3-5years
Cluster 5years

NOTE 12: MULTI-CLIENT LIBRARY

Amounts in USD 1 000 Total
A ANy 2008
U O S MINtS | e e e e ee e s eeee eeeee e eee e ees e eees seeeees e eeeeesessess seveeseesseeseseseee b eeereeereeeesenee] .

Accumulated amortisation -

Net carrying value -

Amortisation expenses -16 899

Closing carrying value -

Accumulated investments 16 899
Accumulated amortisation -16 899
Net carrying value -

The amortisation expense only includes amortisation of costs directly related to production, such as acquisition costs, processing costs and direct
project costs. No impairment has been recorded in 2008.

Multi-client revenues recognised in 2008 amounted to 33 700 (2007: 0).

NOTE 13: OTHER SHORT TERM LIABILITIES

Amounts in USD 1 000 2008 2007

Accrued expenses 3239 5917

Other short term liabilities 3083 2717

Total other short term liabilities 9360 14710

Accrued expenses are generally on 30 days payment terms.
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NOTE 14: BORROWINGS

Amounts in USD 1000 2008 2007
Bt OO SOOI EOTUOTORN SO
AN s At et e 27808 ....1065
OB ettt ettt et e et r et e e, | AR a1

Bonds - -

Total 2780 1064

Finance lease liabilities 3280 1801
Total 5099 11625
Total borrowings 7879 12689

Bank borrowings are secured by the accounts receivable, bank accounts and rights, licences, patents and similar rights of the Group. Interest rate on
the bank borrowing is LIBOR + 2.30 percentage point per annum and the termination date is T May 2009. The finance lease liabilities relate to certain
property, plant and equipment and are capitalised leases for financial reporting purposes. The related leased property, plant and equipment serve

as the collateral under such leases.

All of the Group's borrowings have floating interest rates.

The exposure of the Group's borrowings to interest rate changes related to floating rate obligations and the contractual repricing dates of those
obligations at the balance sheet dates are as follows:

The maturity of non-current borrowings is as follows:

Amounts in USD 1 000 2008 2007
6 months or less 7 879 12689
612months .............................................................................................................................................................................. 3 B
S Tt
Over 5 years - -
Total 7 879 12689
Amounts in USD 1 000 2008 2007
Between 1 and 5 years 2780 1064
OverSyears ............................................................................................................................................................................... e

Total 2780 1064

The carrying amounts and fair value of the non-current borrowings are as follows:

Carrying amounts Fair values
Amounts in USD 1 000
2008 2007 2008 2007
Leasmghab,ht,es ................................................................................................................ 2780 .............. : 065 ............... 2780 ) 1065
Loans ...................................................................................................................................... 3 BaRn _1 .................... 3 Bt _1 .

The fair value of current borrowings equals their carrying amount, as the impact of discounting is not significant.

The carrying amount of the Group's borrowings are as follows:

Amounts in USD 1 000 2008 2007
D denominated e 1819 T
NOK denominated 6 060 12869
Total 7 879 12 689

The Group has 22 165 (2007: 9 057) undrawn borrowing facilities expiring within one year. The borrowing facility has a floating rate.
The facilities expiring within one year are annual facilities subject to review during 2009.

The effective interest rates at the balance sheet date were as follows:

2008 2007
NOK usD NOK usb
Bank borrowings - 20.86 % 917 % -
Leasing liabilities 6.46 % - 6.46 % -

'
©
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NOTE 15: FINANCE LEASE OBLIGATIONS The movement in the defined benefit obligation over the year is as follows:

The Company has finance lease agreements for hardware, furniture and cluster.

Amounts in USD 1 000 2008 2007
) Beginning of the year 7 821 3683
Amounts in USD 1 000 2008 2007 .. e
Finance lease liabilities - minimum lease payments:
No later than 1 year 3633 1820
After 1 year and no more than 5 years 2940 1217
After more than 5 years - - Social 3 99
ocial security tax 75
6573 3037 y
.......................................................................................................................................................................................................................... End of the year 9 677 7 821
Future finance charges on finance leases -513 -171
Present value of finance lease liabilities 6060 2866

The movement in the fair value of plan assets to the year is as follows:

The present value of finance lease liabilities is as follows:

Amounts in USD 1 000 2008 2007

Beginning of the year

Employer contributions 1313 1707

End of the year 2605 3681

NOTE 16: EMPLOYEE BENEFIT OBLIGATIONS

The Company operates a defined benefit plan. The number of employees included as of year-end are 188 in 2007 and 199 in 2008. The plan only

) ) The amounts recognised in the income statement are as follows:
includes employees employed in Norway.

Amounts in USD 1 000 2008 2007
Amounts in USD 1000 2008 2007
L. Current service cost 3817 2126
Balance sheet obllgatlons for: ...........................................................................................................................................................................................................................
Interest cost 339 163

Administration fee 26 33

Net benefit expense 4544 2507

Pension benefit obligation

The amounts recognised in the balance sheet are determined as follows: o ) )
The principal actuarial assumptions used are as follows:

Amounts in USD 1 000 2008 2007
2008 2007
Defined benefit obligation 9677 7821 )
...... DISCOUntral‘e 3.80% 470%
Fair value of p|an assets -2 605 I - 5 P PP R P PP PP PP R
Expected rate of return on plan assets* 5.80 % 5.75%
7072 4140 .................................. S AL ARSI AR
Expected future salary increases 4.00 % 4.50 %
................ 4,, ExpectedrateofpenSiOnincreases 3.75% 4'25%
UnreCOgnlSed aCtUal’lal galn (lOSS) -2680 -1 631 ........ e R L L L L e L LR RERLEEEIEIR Y LI L LA EELERIALEEE RLLLIILILLELELRE RN
Social security tax - rate 14.10 % 14.10 %

Liability in the balance sheet 4392 2500 PSeAS_ TSR SR b
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The change in actuarial assumptions in 2008 is in accordance with guidance published by the Norwegian Accounting Standards Board in December 2008.

Assumptions regarding future mortality experience are based on public statistics. The mortality table, K2005, is based on best estimates for the
population in Norway.

Plan assets comprise:

Shares

Total 100 % 100 %

Expected contributions to the defined benefit plan for the year ending 31 December 2009 are 1 219.

Amounts for the current and previous four periods are as follows:

Amounts in USD 1 000 2008 2007 2006 2005 2004

As at 31 December

NOTE 17: SHARE CAPITAL, SHARE PREMIUM AND OTHER PAID IN CAPITAL

Number of Ordinary Other
Number shares issued Ordinary share capital Share paid-in  Preference Own

Amounts in USD 1 000 of shares  notregistered  share capital  not registered premium capital shares shares Total
- At 1 January 2007 40919 OOQ | 1700000 1454 68 2231 1527 72660 - 77 949 .
Sharesregistered 17000004 1700000 ...%8Q. .. .88 . ch..ochchch
 Conversion of pref. to ordinary shares - 20962903 .............. o 10240 o o AR 726800 . SRS T
_Share-basedpayment . ofl N ol N ol T ol . 1320 .. ol I o - 1392
 Capitalincr with payment from dividends 1686708 ... B SO Thol] o 376 o O o S o T 3772

Proceeds from options exercised 936 200 - 41 - 2556 - - - 2597

8

Use of shares for consideration acquired

interest in joint venture - - - - - - - 4968 4968

At 31 December 2007 74186 773 - 2821 - 193256 2919 - - 198 996

At 1 January 2008 74186 773 - 2821 - 193256 2919 - - 198 996
orrend o ”g P e T R e R R Y pa R e Sy a2 480"
orocends from opt| U R ESEPTEY R Y g T R N R e g Togs

Proceeds for consideration acquired
interest in joint venture

64 985 - 3 - 402 - - - 405
At 31 December 2008 91569 261 - 3574 - 236457 4930 - - 244961

At the rights issue EMGS issued 16 949 003 shares at the price of USD 2.62 (NOK 15.14) per share. Costs related to the capital increase of 1 831 were
recorded as a reduction of the share premium. 436 454 shares were issued for consideration for costs related to the capital increase.

The total authorised number of ordinary shares is 91 569 261 shares (2007: 74 186 773 shares) with a par value of USD 0.04 (NOK 0.25) per share.
Allissued shares are denominated in NOK and fully paid.

w
w
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Number of shares, shareholders:

Number of
ordinary shares Percentage
Warburg Pincus 61873434 67.57 %

Others 15313774 16.72 %

Total 91569 261 100.00 %

NOTE 18: SHARE OPTIONS

Share options are granted to key employees and Board of Directors.

The expense recognised for employee services during the year is:

Amounts in USD 1 000 2008 2007

Expense arising from share based options 2011 1392

The vesting period is the period during which the conditions to obtain the right to exercise are to be satisfied. The options granted shall vest as follows:

+ 20 % on the Grant Date

+ 20 % one year following the Grant Date

+ 20 % two years following the Grant Date
+ 20 % three years following the Grant Date
- 20 % four years following the Grant Date

The Grant expires seven years following the Grant Date. A condition to hold options within the Company is continued employment.
The expected volatility reflects the assumption that the historical volatility is indicative of future trends, which may not be actual outcome.

The Group has no legal or constructive obligation to repurchase or settle the options in cash. The cost of the options is calculated based on the Black
Scholes option pricing model.

The following table lists the inputs to the model used for the plan for the years ended 31 December 2008 and 2007:

Expected volatility was determined based on historic volatility on comparable listed companies.

Movements in the number of share options outstanding and their related weighted average exercise prices are as follows:

2008 2007
Average exercise Average exercise
price in USD price in USD
per share Options per share Options
At 1 January 3.28 2210300 2.83 3151500

Lapsed - - 4.81 -15000
At 31 December 3.86 4999 800 3.46 2210300
Exercisable at 31 December 3.21 1699 800 3.28 582300

2007
In USD per share Options

2014 16.63 10000

2210300
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2008 NOTE 20: EMPLOYEE EXPENSE

In USD per share Options
2011 156 560 000 Amounts in USD 1 000 2008 2007
2012156 .................................... 120000  Employee expense
203 M0aNd3 875800
56 2014 12.86 10 000
201 5 ............................................................................................................................................... 286429482 ................................. 343 4000
4999 800 O DAy NS A T58 2265
Cost of share based payment (Note 18) 2011 1392
Total employee expense 40 451 32931

The weighted average remaining contractual life for the share options outstanding as at 31 December 2008 is 5.92 years (2007: 4.85 years).

The weighted average fair value of options granted during the year was NOK 5,54 (2007: 40.56).

Is EMGS Annual Report 2008

NOTE 19: SEGMENT

i

Other benefits 73 277

For management purposes, the Group is organised into one reportable segment. The Group offers one product; Clearplay and the sale contracts and
costs are incurred world wide. The Group uses a patented electromagnetic survey method, to find hydrocarbons in offshore reservoirs. The Group's
services help oil and gas companies to improve their exploration success rates.

Total management remuneration 3530 5350

Management monitors the operating result of the single reportable segment for the purpose of making decisions about resource allocation and NOTE 21: OTHER OPERATING EXPENSES

performance assessment.

No operating segments have been aggregated to form the above reportable operating segment.

Amounts in USD 1 000 2008 2007
Rental and housing expenses 3406 1826
The customers are international oil companies and the risk and profitability is similar in the different geographical areas. The Group's main property, i R o
plant and equipment are the survey equipment on the vessels. As the surveys are executed world wide, the Group is not able to allocate any assets to Consultancyfees* ................................................................................................................................................................ P R e
different geographical areas, Travelexpenses .................................................................................................................................................................... g dasr
R Ry e s
Geographic information e e R Ser
Revenues from external cUStomers Marketlng ............................................................................................................................................................................ e RS
Cotrer opera“ ng exp e R s
Total other operating expenses 26572 25685
Amounts in USD 1 000 2008 2007
Norway 44192 54715
R R e s
e R Pl S raes
e Rt ) aes
R R T e Soes Other non-audit services 110 749
o go ................................................................................................................................................................................... B S s Total fees to auditor 283 1241
MIYS 15338 sl
B ettt sttt ne st nn s annssnnsnssnaenssnnnsessnsses Rprrneerein a68af 5
Mexico 12257 . NOTE 22: RESEARCH AND DEVELOPMENT COSTS
Dy e, 131278 2880 Research and development costs consist of 5 561 (2007: 6 402) charged to the income statement as part of operating expenses and 614 (2007: 86)
GNaNa e ........Mo0e 2142 of amortisation of previously capitalised development costs.
Others 4386 9606

Total 116177 140339
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NOTE 23: FINANCIAL ITEMS NOTE 25: DEFERRED TAX

Amounts in USD 1 000 2008 2007 Amounts in USD 1 000 2008 2007

- Deferred taxes detailed

58 Foreign exchange rate gains 10700 1489 o TTADR ECEIVADIES o eeeeeeceeeer et sssssssssess s ssssssss s ssssssste s sssssnns s ssssssssnnessnnnesssss B o K 11306,
Total financial income 12014 4624 Pension obligations -1230 -722

U 'Y NU——  Accrued foreign income taxesand otheraceruals o 138 1289

= Al COStS: eeeeeeereseee e ees e ssesereseserssessressesenesessonssosenssosersssssrosesseessessnsssreonriose Presereeerseeressrees Beeriesereeeseesenes Loss carried forward -33407 713094

é interas e o 1R (N

< Foreignexchangeratelosses 90998 .. 2608 Total deferred tax (asset)/liability ~37 047 -18 940

g Other financial expenses 1314 94

= Total financial costs 14406 6595 Non-recognised deferred tax assets 37047 18 940

=

o Net financial income -2392 -1971 Net deferred tax assets - -

The exchange rate effects are related to borrowings denominated in NOK, accounts receivables and trade payables in NOK. Deferred tax assets are recognised only to the extent that the realisation of the related tax benefit through the future taxable profits is probable.

The Group did not recognise any deferred income tax assets through year end 2008 and 2007.

NOTE 24: INCOME TAX EXPENSES Unused tax losses are generated in Norway, Malaysia and the US. It can be carried forward indefinitely in Norway and Malaysia. The unused tax loss

in the US of 1 340 can be carried forward in 20 years. The unused tax loss in the US was generated in 2005, hence it will expire in 2025.

The Group's temporary differences associated to investment in subsidiaries and joint venture, for which deferred tax liability has not been recognised

A ts in USD 1 000 2008 2007 . .

mounts i is immaterial both for 2008 and 2007.
Current tax 3096 3384
Total income tax expense 3096 3384

NOTE 26: CHARTER HIRE, FUEL AND CREW EXPENSES

The expense/(benefit) for income taxes from continuing operations differs from the amount computed when applying the Norwegian statutory tax
rate to income/(loss) before taxes as the result of the following:

Amounts in USD 1 000 2008 2007
Charter hire and crew expenses 47 739 50396
R oy R NS
PP ——— 2008 2007 e R ey
O DO BB | et et et es et es e et ss s eeses e seneeseseseeseseseeses e es Moo -62674) ..M Total charter hire, fuel and crew expenses 70517 93816
BT e T S ey R [
Nondeductlbleexpensesandother et g s
ChangeindeferredtaanSEt,nOtrecognised18461 ............... 12340 NOTE27:CONTINGENCIES
Forelgnlncome taxes 3096 3384 The Group has contingent liabilities in respect of other guarantees and matters arising in the ordinary course of business. It is not anticipated that any material
Tax charge 3096 3384 liabilities will arise from the contingent liabilities. The Group has given guarantees in the ordinary course of business to third parties as specified below:
Amounts in USD 1 000 2008 2007
O DI es Tl Gl A O | ettt e 2230 A
Guarantees on client contracts 1793 1949
Total guarantees 2016 2373

Guarantees on office premises are valid as long as the contracts are active. Guarantees on client contracts are due within one year, and are secured by
bank guarantees.

9]
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NOTE 28: COMMITMENTS

Operating lease commitments:
The Group has operating leases on charter hires, office premises and IT infrastructure.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

Amounts in USD 1 000 2008 2007
CNolaterthan 1year asosy 20858
(AfterTyearandnomorethan5years 626983 . 131478

After more than 5 years 54275 10191

Total operating lease commitments 158778 192527

Contract terms on renewal of the leases are to be negotiated at or before the expiry of the contracts. The charter hire contracts have renewal options
of different durations.

Operating leases recognised as expense in the period:

Amounts in USD 1 000 2008 2007
Charter hire 43211 39245
ofﬁceprem|5e5 .................................................................................................................................................................... 2375 ] 1235 .
|T|nfrastructure .......................................................................................................................................................................... I B 76 .
Total 45 586 40 556

Other contractual commitments:
Through the purchase of KJT Inc shares, the Group is committed to pay performance bonus of 1 006 over 3 years and retention bonus of 1 869 after
3 years to KJT employees.

The Group has entered into an 11 year’s license agreement with KJT Inc. 1 000 should be paid to KJT annually as license fees from 2008 to 2019.

NOTE 29: LEGAL CLAIM

In April - June of 2007, Schlumberger Holdings Limited (“Schlumberger”) launched proceedings in the High Court of London and before the District
Court of the Hague seeking to revoke three of EMGS' patents.

- A hearing before the District Court of the Hague took place in February 2008, and the decision to stay of proceedings until the European Patent
Office had reached a final decision was received on 16th April 2008. The patents remain valid and enforceable in the Netherlands throughout
the period of stay in proceedings. The European Patent Office is not expected to make a final decision within the next few years.

+ A hearing before the High Court of London was held in June/July 2008 and the decision to revoke the three challenged patents in the United
Kingdom was made public on 19th January on the basis that the patents were sufficient and novel, but obvious. According to the general rule
on costs in English litigation, the Company shall pay Schlumberger’s cost. In a hearing held 23 February 2009 the court deducted 17,5% of the
total amount Schlumberger would otherwise have the rights to recover on the basis that Schlumberger were unsuccessful on various points.
The Company has initiated the appeal process. The Court decided that the Company should make an interim payment of USD 1.4 million as security
for the legal fees incurred by Schlumberger until a decision in the appeal court. This expense has been accrued in the 2008 financials.

In January 2008 two of EMGS'former employees / offshore personnel launched proceedings before the local court Trondheim Tingrett after having received
Notice of dismissal from EMGS in October 2007. The proceedings took place in April 2008 and the dispute was settled. The settlement is confidential.

NOTE 30: EARNINGS/(LOSS) PER SHARE

Basic earnings/(loss) per share is calculated by dividing net profit attributable to ordinary equity holders of the Company by the weighted average
number of ordinary shares outstanding during the year.

Amounts in USD 1 000 2008 2007
. Loss attributable to equity holders of the Company ... .. 65769 -30925
Weighted average number of ordinary shares outstanding (thousands) 78776 66 173
Loss per share (USD per share) -0.83 -0.47

The Company has one category of dilutive potential ordinary shares; share options. Share options would decrease the loss per share and accordingly
these effects have not been taken into account when calculating diluted loss per share.

NOTE 31: DIVIDENDS

Declared during the year:

Amounts in USD 1 000 2008 2007

Equity dividends on ordinary shares:

Dividends were converted to ordinary shares in 2007.

Average of dividend per share was USD 0.20 per share.

NOTE 32: RELATED PARTY TRANSACTIONS

The Company has an agreement with BKCCA Oilfield Services de Mexico S.A. de C.V. (BKCCA). BKCCA will provide marketing services on behalf of the
Company relating to work for PEMEX. The agreement expires in September 2010, unless terminated by the parties prior to such date. Under the terms
of the agreement, BKCCA is entitled to receive 7% commission on each PEMEX contract obtained by the Company. Bjarte H. Bruheim holds 24% of the
shares in BKCCA.

The following transactions were carried out with related parties:

Amounts in USD 1 000 2008 2007

Purchases of goods and services
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Year-end balances arising from purchases of goods:

Amounts in USD 1 000 2008 2007

Payables to related parties

NOTE 33: INVESTMENT IN SUBSIDIARIES

Share ownership/ Share ownership/ Equity Equity
Company voting rights 2008 voting rights 2007 31.12.08 31.12.07 Location
EMGS Americas 1 AS 100 % 100 % 14 18 Trondheim, Norway

EMGS Americas 2 AS 100 % 100 % Trondheim, Norway

The Group consolidates Electromagnetic Geoservices Malaysia Sdn Bhd and Global EMGS Nigeria Ltd at 100 % as the Company has full control in both
companies. Side agreements shows that EMGS has all the rights and obligations of 100 % ownership.

NOTE 34: TRADE PAYABLES

Trade payables are generally non-interest bearing and on 30 days payment terms. Fair value of the payables equals the nominal value of 19 514 (2007: 28 543).

NOTE 35: EVENTS AFTER BALANCE SHEET DATE

In March 2009, EMGS entered into a global frame agreement with Shell Exploration and Production B.V. The agreement is for provision of EM services
for one year, with optional extensions for two additional years.

In April 2009 EMGS entered into a global cooperation agreement with Fugro N.V,, the world’s leading geotechnical, survey and geoscience company.
Under the agreement, Fugro will gain full access to EMGS's marine EM methods for hydrocarbon exploration and production, and EMGS will gain
access to Fugro's worldwide marketing network and marine operating expertise. As a part of the agreement, Fugro has provided a NOK 150 million
secured convertible loan bearing interest at 7.00% p.a. to EMGS. The loan can at any time be converted into common shares in EMGS at the conversion
price of NOK 5.75 until the maturity date on January 2, 2012.
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Electromagnetic Geoservices ASA
January 1 - December 31

Income statement

Amounts in NOK 1 000 Note 2008 2007

Operating revenues

Contract sales 1,11 636 931 757 026

Total operating revenues - 636931 757 026

 Charterhire, fuel and crew expenses 234 3979498 . 509 342
_Employeeexpenses 26 2223659 ......... 190024
 Depreciation and ordinary amortisation A 1304919 86150
. Multi-clientamortisation e B A 8%030) D
Other operating expenses 6 166 180 167 942
Total operating expenses 1006015 953 459
Operating profit (loss) -369 084 -196 433

Financial income 16 115747 58 631
Financial expenses 16 111964 120 946
Net financial items 3783 -62315
Income (loss) before tax -365 301 -258 749
Income tax expenses 8 11457 11268
Net income (loss) for the year -376 758 -270017
For information:

Dividend - -

Electromagnetic Geoservices ASA
As at December 31

Assets

Amounts in NOK 1 000 Note 2008 2007

Non-current assets

Software, licenses etc. 7,9 16928 14278
Total intangible assets 21928 20778
Property, plant and equipment 7,9 245 895 283558

Interest in joint ventures 17 70961 72325
Total financial assets 76 295 87 489
Total non-current assets 344118 391825

Inventories 3 58 668 70254
Total inventories 58 668 70 254

Other receivables 91498 74 360
Total receivables 215160 282021
Cash and cash equivalents 13 168510 186 061
Total current assets 442 338 538336

Total assets 786 456 930161

o))
wv
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Electromagnetic Geoservices ASA Electromagnetic Geoservices ASA
As at December 31 January 1 - December 31

Equity and liabilities Cash flow statement

o
(=)}

Amounts in NOK 1 000 Note 2008 2007 Amounts in NOK 1 000 2008 2007

A) Cash flow from operating activities

0
g
g .. Funds sourced fromoperations™) i ey 1160307,
:  Changes in inventories, accounts receivable and accounts payable 78076 [ .. 22787
é Changes in other accrual items -12 887 -15 845
5 Net cash flow from operating activities -81024 -153 365
E Share premium 14,15 1065748 816 00T
3 Total paid-in capital 1118140 852587 . B)Cashflow frominvestingactivitles b
B e e Purchase of property,plantand equipment o 0189053 224746
© 0 Reminedeamings Disposal property. plantand equipment B 6251
Other equity (uncovered loss) 15,16 637714 261183 . Net purchase and proceeds from otherinvestments B os30f . .82
Total retained earnings -637 714 -261183 Interest in joint ventures 1364 -72325
Net cash flow from investing activities -177 234 -308 963
Total equity 480 426 591404
e
e [ R Rl
e P R sl es -
Total provisions 30742 13578 : Group contribution 227 -
Net cash flow from financial activities 240707 528 092
ot erlong e R e
Borrowmgs ........................................................................................... 7919454 ................. S A+B+C)Netchange|ncashandcashequ|valents ....................................................... e S
Total other long-time liabilities 19454 s757 i equ|va|entsat e B ooy 0297
Cash and cash equivalents at 31.12 168510 186 061

Cash and cash equivalents 162 251 180110

Employee withholding taxes 6259 5951

Cash and cash equivalents at 31.12 168510 186 061
Other current liabilities 48765 44 625
Total current liabilities 255834 319422
Total liabilities 306 030 338757
Total equity and liabilities 786 456 930161

Calculated interest and convertible bonds - 15500

Funds sourced from operations -146 213 -160 307

(=)}
N
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Notes

ACCOUNTING PRINCIPLES

The annual report is prepared according to the Norwegian Accounting Act and generally accepted accounting principles in Norway.

Use of estimates
The management has used estimates and assumptions that have affected assets, liabilities, income, expenses and information on potential liabilities in
accordance with generally accepted accounting principles in Norway.

Sales revenue
Sales revenues are recognised based on the percentage of completion method. Mobilisation fees are recognised over the acquisition period of the
contract, representing the acquisition period of the geological information.

Current assets and current liabilities
Net current assets and current liabilities are comprised of accounts due within one year, and entries related to goods in circulation. Current assets are
valued at the lower of acquisition cost and fair value. Current liabilities are recognised at nominal value.

Non-current assets and long-term liabilities

Non-current assets are comprised of assets held for permanent possession and use. The assets are valued at the cost of acquisition. Non-current assets

are capitalised and depreciated over it's estimated useful economic life. Cost for maintenance are expensed as incurred, whereas costs for improving and
upgrading are added to the acquisition cost and depreciated with the related asset. A write down to fair value will be carried out if the reduction in value is
caused by circumstances which may not be regarded as incidental, and deemed necessary by generally accepted accounting principles. Write downs will
be reversed when the cause of the initial write down is no longer present. Long term-liabilities are recognised at nominal value less transaction costs.

Leased assets

Leases that provide EMGS with substantially all the rights and obligations of ownership are accounted for as finance leases. Such leases are valued at
the present value of minimum lease payment, and recorded as assets under tangible assets. The liability is included in long-term debt. The assets are
subsequently depreciated and the related liabilities are reduced by the amount of the lease payments less the effective interest expense. Other leases
are accounted for as operating leases with lease payments recognised as an expense over the lease term.

Subsidiaries and investment in joint ventures

Subsidiaries and investment in joint ventures are valued at cost in the Company’s accounts. The investments are valued at the cost of acquiring shares
in the subsidiary or joint venture, provided that no write down is required. A write down to fair value will be carried out if the reduction in value is
caused by circumstances which may not be regarded as incidental, and deemed necessary by generally accepted accounting principles. Write downs
will be reversed when the cause of the initial write down is no longer present.

Foreign currency translation

Transactions in foreign currency are translated at the rate applicable on the transaction date. Monetary items in a foreign currency are translated into
NOK 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 NOK 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.

Research and development
Development costs are capitalised providing that a future economic benefit associated with development of the intangible asset can be established and
costs can be measured reliably. Otherwise, the costs are expensed as incurred. Capitalised development costs are amortised linearly over its useful life.

Research costs are expensed as they are incurred.

Multi-client library

The multi-client library consists of surveys of electromagnetic data. The surveys can be licensed to customers on a non-exclusive basis. Directly
attributable costs associated with the production and development of multi-client projects such as acquisition costs, processing costs and direct
project costs are capitalised as incurred.

The Company recognises pre-funded revenue after the percentage of completion method. Late sale revenue is recognised when a valid licensing
agreement is signed and the multi-client library data made accessible to the customer.

The Company amortises its multi-client library primarily based on the ratio between the cost of the surveys and the total forecasted sales for such
surveys. Surveys are categorised into four amortisation categories with amortisation rates of 90%, 75%, 60% or 45% of sales amount. Classification of a
project into a rate category is based on the ratio of its remaining net carrying value to its remaining sales estimate. Amortisation is recorded each time
there has been a multi-client sale on surveys with a carrying value higher than zero.

The Company also applies minimum amortisation criteria for the library projects based on a three-year life. The three-year period is starting in the year
after data delivery (year after completion). Under this policy, the book value of each survey is reduced to a specified percentage by each quarter end,
based on the age of the survey. The calculation of minimum amortisation is recorded quarterly after amortisation of sales.

Inventories

Inventories are valued at the lower of cost or net selling price. The selling price is the estimated selling price in the case of ordinary operations minus
the estimated completion, marketing and distribution costs. The cost is arrived at using the FIFO method and included the costs incurred in acquiring
the goods and the costs of bringing the goods to their current state and location.

Trade and other receivables
Trade receivables and other current receivables are recorded in the balance sheet at nominal value less provisions for doubtful accounts. Provisions for
doubtful accounts are based on an individual assessment of the different receivables.

Income tax

Tax expenses in the profit and loss accounts comprise of both tax payable for the accounting period and changes in deferred tax. Deferred tax/tax
assets are calculated on all differences between the book value and tax value of assets and liabilities. Deferred tax is calculated at 28 percent on the
basis of existing temporary differences and the tax effect of tax losses carried forward. Temporary differences, both positive and negative, that will
reverse within the same period, are recorded net. Deferred tax assets are recorded in the balance sheet when it is more likely than not that the tax
assets will be utilised.

Taxes payable and deferred taxes are recognised directly in equity to the extent that they relate to equity transactions.

Pensions
Defined benefit plans are valued at the present value of accrued future pension benefits at the balance sheet date. Pension plan assets are valued at
their fair value.

Changes in the pension obligations due to changes in pension plans are recognised over the estimated average remaining service period. The
accumulated effect of changes in estimates and in financial and actuarial assumptions (actuarial gains and losses) that is less than 10% of the higher of
defined benefit pension obligation and pension plan assets at the beginning of the year is not recognised. When the accumulated effect is above 10%,
the excess amount is recognised in the income statement over the estimated average remaining service period. The net pension cost for the period is
classified as employee expense.

Share based payments

Options for employees are valued at the fair value of the option at the time the option plan is adopted. The Black -Scholes model is used for valuation
of options. The cost of the options is allocated over the period during which the employees earn the right to receive the option. This arrangement

is reported as other paid-in capital in the balance sheet. Provisions are made for the employers national insurance contributions in connection with
share option plan, which are related to the difference between the issue price and the market price of the share at year-end, on the basis of the vesting
period of the program.

Cash flow statement
The cash flow statement is presented using the indirect method. Cash and cash equivalents includes cash, bank deposits and other-short term investments.
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NOTE 1: CONTRACT SALES

Amounts in NOK 1 000 2008 2007
Geographical distribution

Norway 215194 268 887
Other countries 421738 488 139
Total 636 931 757 026

The Company consists of one business area only. EMGS operates globally.

NOTE 2: GOVERNMENT GRANTS

In 2008 the Company received grants of 655 from the Norwegian Research Council. The grant is set off against the relevant expenses.

NOTE 3: INVENTORIES

Amounts in NOK 1 000 2008 2007

Inventory type

NOTE 4: OPERATING LEASES

Amounts in NOK 1 000 2008 2007

Operating leases recognised as expense in the period

HOfﬁce premises 10012“ 4717 .
Total 256171 231126
NOTE 5: PENSIONS

The Company is required to have an occupational pension scheme in accordance with Norwegian law on required occupational pension. The Company’s
pension scheme meets the requirements of that law.

The pension scheme gives the right to defined future payments, which are mainly dependent on: number of years of employment, salary level at time
of retirement and the amount of payment from the National Insurance office. The obligations are covered through an assurance company.

The actuarial assumptions are based on assumptions normally applied within the assurance industry.

2008 2007
 Number of employees included in the defined benefitplan Ll N 188
Amounts in NOK 1 000 2008 2007
 Accrued pension obligations at December 31 2998} . 18555
Estimated effect of future salary increase 28615 22085
Estimated pension obligations at December 31 61613 40 640
AN VAR OF DI ASSls | et eseenseesseeseseenssoserssssenseoseresarsennessresereenirsoseressre o VB 23S C19917
 Actuariallosses/(Qains) Y6885 8823
Social security tax 3799 1678
Net pension obligations 30742 13578

Social security tax 3133 1815
Benefit expenses 25610 14 690

Social security tax 14,10 % 14,10 %

NOTE 6: REMUNERATION

The average number of employees during 2008 was 222.

Amounts in NOK 1 000 2008 2007

Wage costs:

Other payments 21384

Total 222 365 190 024

Financials  EMGS Annual Report 2008
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Executive Management remuneration for the EMGS Group

Share Pension Other Total
Amounts in NOK 1 000 Salaries Bonus options benefit benefits remuneration

Executive Management

Payment after termination of employment
The President is entitled to 2 years of pay after termination of contract, while the other members of the Executive Management, are entitled to 1 year pay.

Remuneration policy:

All members of the Executive Management Group, including the President, have fixed salaries. In addition to the fixed salary, a bonus plan is in place. The
bonus system is based on a combination of fulfilment of EMGS'goals and the individual goals. There are also car allowance agreements in place for most
of the Executive Management Group and the Group is included in the Company’s ordinary pension plan. The policy will be further developed along these
lines in 2009.

There are no other variable elements included in the remuneration for the Executive Management Group.

Amounts in NOK 1 000 Directors’ fee Share options

Board of directors

The amounts listed under Directors'fee have been expensed in 2008.

Payment after termination
The Chairman of the Board is entitled to 1 year of pay after termination of contract.

Share based payment
The Company has an option program for key personnel (please find more details about the program in the notes for the Group.)

The Company uses Black-Scholes model to estimate the value of the options.

Weighted Weighted ~ Weighted average
Number of Granted Forfeited Terminated Exercised average Number of average remaining
options OB options options options options exercise price A options CB exercise price B contractual life

Management
Terje Eidesmo 450 000 400 000 - - - - 850 000 23,34 5,2
Roar Bekker - 525000 - - - - 525000 30,88 6,6
Svein Tore Knudsen 200000 300000 - 40000 10,95 460 000 27,30 6,0
Anette Mellbye - 90 000 - - - - 90 000 38,67 6,4

A - average exercise price for options exercied during 2008.
B - average exercise price for number of options by 31 December 2008.

Loans and guarantees
No loans or loan guarantees have been granted to the Management or the Board or other related parties.

Amounts in NOK 1 000 2008 2007
Auditor expenses
- Statutory aud ItseI’VI ce S (excl VAT) ........................................................................................................................................... 1 1 99 ................ 2 6 37 .
Taxadwsorysemces (echVAT) ................................................................................................................................................. 6 81 oo
Furtherassuranceserwces ........................................................................................................................................................ 2 20 oo
- Other nonaud|t Ser wces .......................................................................................................................................................... 6 19 ............... 4348 .
2719 6985

Other non-audit services in 2007 consist mainly of services provided in connection with IPO and conversion to IFRS.

N
w
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NOTE 7: TANGIBLE AND INTANGIBLE ASSETS

Property, plant Software
Amounts in NOK 1 000 and equipment Patents licenses etc. Multclient Total
Acquisition cost at January 1 2008 474472 15 000 21680 B 511152

Disposals -9437 - - - -9437
Acquisition cost at December 31 2008 554872 15 000 31867 89030 690 769
Accumulated depreciation January 12008 190916 8500 7401 - 206817
Depreciation/amortisation for the year 121453 1500 7537 89030 219520
Disposals -3392 - - - -3392
Accumulated depreciation December 31 2008 308977 10 000 14938 89030 422 946
Net book amount December 31 2008 245 895 5000 16928 - 267 823
Depreciation rate (%) 20-33 10 33 100

Depreciation/amortisation of fixed assets is calculated using the straight-line method.
The registered patents rights relates to Sea Bed Logging (SBL).

Addition of self developed assets in 2008 amounted to 41 632 (2007:70 519)
Finance leases are capitalised at the lease’s commencement at the lower of the present value and cost.

The leasing contracts have a duration of 3 years and the asset will be depreciated over a 3-5 year period.
The terms of the agreements are 3 months NIBOR retroactive + 1% point.

Amounts in NOK 1 000 2008 2007
Capitalised in the balance sheet December 31 89397 35573
Accumulated depreciation -35725 -15 044
Net book amount 53673 20529
Depreciation 20681 8680
2008 2007

Nominal Present Nominal Present
Amounts in NOK 1 000 value value value value
Leases due within 12 months 25427 22956 9848 9745
Leases due within the next 13 - 60 months 20577 19457 6585 5763

Remaining debt on leasing contracts December 31 46 004 42413 16433 15508

Amounts in NOK 1 000 2008 2007

Specification of R&D expenses

eIl DN es 12508 . 5616
S et eese e seese s eeeneesseenseenenennsenseseneemnessenren R 49008 ... 013
O e oo ees e eeserees s seee s ere e seoseresseenaseosereesessenneeesessereenreoseressrs Preereeenen, 0645y .. 9095
Research grants -5 634 -10531
Total R&D expenses 11160 9193

The expenses are related to the further development of the SBL-technology and have been expensed as incurred.

NOTE 8: INCOME TAXES
Amounts in NOK 1 000 2008 2007
Taxes base specification
By R orvoes R s s
Permanentdiferences . 2178 as00
. Changesintemporary differences 55162y 22314
Tax expenses abroad, paid -11599 -11 851
. Jaxable profits before utilisation of unused taxlosses e J 319560 ) 7294380
Tax losses carried forward 319560 294380
Taxable profit (this year tax base) - -

Non-creditable foreign income taxes 11457 11268

Total income tax expense 11457 11268

Tax losses carried forward -690 698 -371138
Total temporary differences -834 228 -459 506
Non-recognised deferred tax asset -233584 -128 662
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Amounts in NOK 1 000 Tax base 28 % tax

Explanation why the tax is not 28% of income before tax

28 % tax of income before tax -365 301 -102 284
Permanent difference - 610
Other permanent difference (foreign income tax) - -3248
Change in deferred tax assets, not recognised - 104 922
Non-creditable foreign income taxes - 11457
Calculated tax - 11457
Effective tax rate in % -3,2%
Amounts in NOK 1 000 Amount Applied Rest

Tax loss carry forward

2008 319560 - 319560
Total 753036 62338 690 698

Unused tax losses can be carried forward indefinitely.

NOTE 9: COLLATERALS

Long-term liabilities due in more than five years from December 31 2008 are 0.

Amounts in NOK 1000 2008 2007
Collaterals
Debts secured by pledge 55140 68 659

The debt is a credit facility with due date in May 2009, terms are LIBOR 7 days + 2.30% p.a.

Amounts in NOK 1 000 2008 2007
Pledge assets
Accountsrecewable ........................................................................................................................................................... 61300 ............ 176579
Leasmg 19454 .............. 12905
Cluster ............................................................................................................................................................................. 32450 ............... 2603
Patents .............................................................................................................................................................................. 5000 ............... 6500
Total carrying value of pledged assets 118 204 198 587

The pledge is established as security for an unutilised credit facility.

As per 31 December 2008 the total pledge is 14 110 (2007: 12 907).

NOTE 10: INVESTMENT IN SUBSIDIARIES

Share ownership/ Profit/loss Equity
Company voting rights 2008 2008 31.12.08 Location
EMGS Americas 1 AS 100 % 2 99 Trondheim, Norway

EMGS AS 100 % 1 101

Trondheim, Norway

Total 8844 6815

NOTE 11: ON-GOING PROJECTS

Part of accounts receivable which is recognised in 2008, but not invoiced per December 31 2008 amounts to 12 613.
There is no deferred revenue as of December 31 2008.

The Company does not expect any loss on contracts in 2008.

NOTE 12: RECEIVABLES

There has been made provision for doubtful receivables per December 31 2008 of 9 705.

The Company has no accounts receivables with due date later than 12 months.

Amounts in NOK 1 000 2008 2007

Intercompany balances with group companies

Other receivables 62135 31082
Total intercompany receivables 62135 31082
Shorttermhabnmes .................................................................................................................................................................... 1 R
Total intercompany liabilities - -

NOTE 13: BANK DEPOSITS

Restricted cash related to employee tax was 6 259 as of December 31 2008.
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NOTE 14: SHARE CAPITAL AND SHAREHOLDER INFORMATION NOTE 15: EQUITY

The Company’s share capital consists of 91 569 261 shares at a par value of NOK 0,25, giving a total share capital of 22 892

Share Share Other Other equity
Amounts in NOK 1 000 capital premium paid-in capital (uncovered loss) Total
N el Equity January 12008 18546 816 091 17 950 -261183 591404
ordinary shares Percentage
Number of shareholders Shares registered : : . " :
78 Warburg Pincus 61873434 67.57 % :

Profit for the year - - - -376 758 -376 758

Equity December 31 2008 22892 1065975 29500 -637714 480 426

Is EMGS Annual Report 2008

NOTE 16: FINANCIAL ITEMS

Amounts in NOK 1 000 2008 2007

Financial income

Interestincome on short term bank deposit 76628 ... 17945
Foreign exchange rate gains 108 085 40 686
Total financial income 115747 58631
Others 15313774 16.72 %
Total 91569 261 100.00 %
Amounts in NOK 1 000 2008 2007
Financial costs
Interestexpense ................................................................................................................................................................. 22106 22175
Shres Foeignexchangeratelosses . sa0 98
Leading representatives of the Company hold the following shares Other ﬁnanc‘ial expenses 6398 20
.. Pres'dent .................................................................................................................................................................................................. 854214 Total ﬁnanc'al Costs 11 1 964 120 946
- Bo ard ofD|rectors .................................................................................................................................................................................... 1 85 6 81 5

Net financial gain/(loss) 3783 -62315

N
O
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NOTE 17: INTEREST IN A JOINT VENTURE

EMGS has a 50 % interest in KJT Inc, USA, a jointly controlled entity which has a technology for shallow water surveys.

Amounts in NOK 1 000

Total equity in the company

Net income for the year in the company

Book value

Trondheim, 25 March 2009
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To the Annual Shareholders’ Meeting of
Electromagnetic Geoservices ASA

Auditor’s report for 2008

We have audited the annual financial statements of Electromagnetic Geoservices ASA as of 31 December
2008, showing a loss of NOK 376.758.000 for the Parent Company and a loss of USD 65.769.000 for the
Group. We have also audited the information in the Directors' report concerning the financial statements,
the going concern assumption, and the proposal for the coverage of the loss. The financial statements
comprise the financial statements for the Parent Company and the Group. The financial statements of the
Parent Company comprise the balance sheet, the statements of income and cash flows and the
accompanying notes. The financial statements of the Group comprise the balance sheet, the statements of
income and cash flows, the statement of changes in equity and the accompanying notes. The regulations of
the Norwegian Accounting Act and accounting standards, principles and practices generally accepted in
Norway have been applied in the preparation of the financial statements of the Parent Company. IFRSs as
adopted by the EU have been applied in the preparation of the financial statements of the Group. These
financial statements and the Directors’ report are the responsibility of the Company’s Board of Directors and
Chief Executive Officer. Our responsibility is to express an opinion on these financial statements and on
other information according to the requirements of the Norwegian Act on Auditing and Auditors.

" We conducted our audit in accordance with laws, regulations and auditing standards and practices

generally accepted in Norway, including the auditing standards adopted by the Norwegian Institute of Public
Accountants. These auditing standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. To the extent required by
law and auditing standards, an audit also comprises a review of the management of the Company’s
financial affairs and its accounting and internal control systems. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion,

» the financial statements of the Parent Company are prepared in accordance with laws and regulations
and present fairly, in all material respects the financial position of the Company as of 31 December
2008, and the results of its operations and its cash flows for the year then ended, in accordance with
accounting standards, principles and practices generally accepted in Norway

« the financial statements of the Group are prepared in accordance with laws and regulations and present
fairly, in all material respects, the financial position of the Group as of 31 December 2008, and the
results of its operations and its cash flows and the changes in equity for the year then ended, in
accordance with IFRSs as adopted by the EU

« the Company's management has fulfilied its duty to properly record and document the Company’s
accounting information as required by law and bookkeeping practice generally accepted in Norway

« the information in the Directors' report concerning the financial statements, the going concern
assumption, and the proposal for the coverage of the loss is consistent with the financial statements and
complies with law and regulations.

Oslo, 28 April 2009

ERNST & YOUNG AS

Anders Ggbel

State Authorised Public Accountant (Norway)

(sign)

Note: The translation to English has been prepared for information purposes only.
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