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About Pandion Energy AS

Pandion Energy AS ("Pandion Energy” or
“The Company’) is a private, full-cycle
oll and gas company on the Norwegian
Continental Shelf (‘'NCS") driving value
by maturing resources to reserves in
high quality assets. The company is
headquartered in Oslo. The company
was founded in November 2016 to
perform a management buyout of the
operational platform and 6 licenses of
Tullow Oil Norge AS, previously Spring
Energy Norway AS. The Company is
owned by the management team and
Kerogen Capital, an independent private
equity fund manager specialising in the
international energy sector

Pandion Energy had at year-end 2017
eight licenses on the Norwegian
Continental Shelf (‘'NCS"). In the recently
announced APA 2017 Pandion Energy
was awarded a further two licenses,
bringing the total number of licenses

in its portfolio to ten. The portfolio
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contained 28.6 mmboe of reserves and
59 mmboe of contingent resources

Strategic achievements in 2017
During the first year of establishment,
Pandion Energy has successfully
achieved many of the ambitions and
objectives it set out at the outset. The
foundation was laid in June 2017, when
the Company was pre-qualified as a
licensee on the NCS

The Company set out to create a fully-
fledged company on the NCS, with the
ambition to operate both in exploration,
developments and production. The initial
ambition was to develop a portfolio of
100 mmboe of reserves and contingent
resources. With the acquisition of a 10%
interest in the producing Valhall and Hod
fields from Aker BP in December 2017,
the Company is close to achieving this
earlier than first anticipated

In December, the Plan for Development

and Operation for the Valhall West Flank
project was also submitted, adding to
Pardion Energy's development portfolio
Pardion Energy's development project
in Cara also progressed well in 2017, with
the operator Neptune Energy increasing
resource estimates in November

The financial statements

Pursuant to the § 3-3a of the Norwegian
Accounting Act, the Board of Directors
confirms that the conditions for
continued operations as a going
concern are present and that the annual
accounts have been prepared on the
basis of this presumption, The Board

of Directors confirms that the annual
accounts represent a true and fair view
of the Company's financial position and
is not aware of any factors that would
materially affect the assessment of the
company as of 31 December 2017

The financial statements of the
Company are prepared in accordance



with simplified IFRS pursuant to the
Norwegian Accounting Act §3-9

and regulations regarding simplified
application of IFRS issued by the
Norwegian Ministry of Finance on 3
November 2014. As 2017 is the first
vear of operations for Pandion Energy
the Company has opted to extend the
accounting period from 11 November
2016 to 31 December 2017 As this is
the first financial statements of Pandion
Energy. there are no comparable figures
for earlier periods in the report

Statements of income

Pandion Energy had no operating in-
come or operating expenses during the
accounting period, as the Company had
no operating activities. The acquisition
of 10% of the Valhall and Hod fields from
Aker BP had an effective date as of 1
January 2017, but the revenues during
the year are accounted for in the pro et
contra settlement at closing of the trans-
action and not in the income statement

The Company had exploration expenses
of NOK 85.3 million for the period,
including expenses for acquisition,
processing and analysis of seismic

data, as well as allocation of own
expensed costs including general and
administrative expenses (G&A). Other
GEA amounted to NOK 4.5 millicn

Net financial income for the periocd was
NOK 14.7 million, mainly related to net
foreign exchange gains, partly offset by
interest expenses and other financial
exNgenses
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Loss before income tax amounted

to NOK 75.2 million. The Company
reported an income tax credit of

NOK 539 million, resulting in a net loss
after tax of NOK 21.3 million

Statements of cash flow

Net cash flow from operating activities
was NOK -40.4 million in the reporting
period, primarily driven by an decrease
in working capital of NOK 49.6 million
and a loss before income tax of

NOK 75.2 million

During the reporting period, Pandion
Energy had net cash flow from investing
activities of NOK -1 529 million. The
main investment activity was the
acquisition of 10% interest in the Valhall
and Hod fields from Aker BP ASA

Net cash flow from financing activities
was NOK 1 643 million in the pericd
This figure cormprises of proceeds from
shareholder loans of NOK 999 million,
equity contribution of NOK 595 million
and proceeds from borrowings under
the Company’s revolving exploration
loan facility of NOK 48.6 million

At the end of 2017, cash and cash
equivalents amounted to NOK /3.6
million

Balance sheet statements

Total assets at year-end amounted to
NOK 3 210 million, of which property,
plant and equipment represented NOK
1 066 million and intangible assets
represented NOK 1 668 million

Equity was NOK 574 million at year-end,
of which NOK 174 million was issued

in connection with the management
buyout of Tullow Oil Norge AS and NOK
421 million was issued in connection
with the acquisition of 10% interest in the
Valhall and Hod fields from Aker BP ASA

Total interest-bearing debt at the end of
2017 was NOK 1 032 million, including
liabilities to related parties in the form of
shareholder loans

Events after the period

In January, Pandion Energy was awarded
two new prospective exploration
licenses under the 2017 Norwegian APA
(Awards in Pre-defined Areas) License
Round on the NCS. Both licenses are
located in the Norwegian North Sea. PL
912 is located at the southern margin of
the Utsira High. PL 929 is located at the
Maloy slope, between the Agat field to
the north and the Gjoa field to the south

Following the acquisition of 10% working
interest in the Valhall and Hed fields the
Company has commenced a process
securing external funding with target of
completion early April 2018

On 27 March 2018 an extraordinary
General Meeting in Pandion Energy
passed a resolution of share capital
increase of NOK 317 million by way of
shareholder loan conversion

The Ministry of Petroleum and Energy
approved the plan for development
and operation (PDO) for Valhall Flank



Vest on 23 March 2018, where Pandion
Energy has a 10% interest. The project
aim to continue the development of the
Tor formation on the western flank of
the Valhall field. Net to Pandion capital
expenditures are estimated to NOK 550
million over 2018-2020

Risk factors

Pandion Energy is subject to numerous
controllable and uncontrollable risks
deriving from the nature of the oil and
gas business in a business landscape
that is dynamic and volatile. The oll
and gas industry, and Pandion Energy,
has a variety of operational, financial
and external risks that may not be fully
possible to eliminate even with robust
processes and experience

The Board of Directors (‘'The Board”)
work together with the Company to
develop a risk management strategy and
processes to enable the management
to deal effectively with, and proactively
prevent, potential events. The Board

is also responsible for overseeing the
implementation of this strategy, by
making sure that the framework for the
identification, control and monitoring on
all risk areas is up to standard, and that
systems and procedures are in place to
address these risks

Operational risks

The Board recognises the risks
associated with the Company’s
operational assets. The regulation of
activities on the NCS provides a sound
framework for handling these risks, and
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the Company takes an active approach
as a partner

Future production of oil and gas is
dependent on the Company's ability to
find, or acquire, and develop reserves

There is always a risk that a major
operational incident could occur as
drilling and production activities will
never be completely risk free Further,
there are risks related to the integrity
of our assets, risks associated with
our reported reserves and resources,
and risks associated with third party
contractors or operators, as the
Company's assets are non-operated
Costs of development projects or
exploration efforts are also uncertain

As a result of these risks, the Company
may incur costs that have the potential
to damage the Company’s financial
position or its reputation as a player
on the NCS. The Company intends to
act as a sound, reliable and technically
competent partner across the whole
spectrum of activities in all its operations
and will work actively together with
operators to reduce the possibility of
risks occurring

Financial risks

The Company is exposed to market
fluctuations in commodity prices

and foreign exchange rates. These
fluctuations could impact the company
in itself but could further influence
banks” and investors” appetite to lend
to, or invest in, the Company. The

Company has no material exposure to
credit risk from its operating activities

The Company's production Is crude

oil dominant, and it has put in place
hedging efforts to secure the value

and liquidity of its production through
acquiring put options. A downturn in ol
prices could still, however, result in a
dampened sentiment amongst market
players to invest in exploration and new
developments that could adversely
impact the growth ambitions of the
Company.

Currency risks arise from multi-currency
cash flows within the Company. Going
forward revenues from sale of crude oil
are mainly in USD while expenditures
are mainly in NOK and USD. Sales and
expenditures in the same currency
contribute to mitigating some of the
currency risk. Another driver behind

this risk results from the mismatch
between the currencies required for
funding operational expenditures and
the denominations of a large part of the
Company’s funding sources. The Com-
pany may, from time to time, seek to
reduce the currency risk by entering into
foreign currency instruments. No such
instruments have been used in 2017

The Company's future capital require-
ments depend on many factors, and the
Company may reed additional funds

to fulfil its commitments and further
develop exploration and development
programmes to support the strategic
direction of the Company.



As the Company is partly funded

through debt with floating interest rates,

adverse changes in market interest
rates can have a negative effect on

the Gompany's profitability, liquidity
and financial position. The Company
may, from time to time, seek to reduce
its interest-rate risk by entering into
floating-to-fixed interest rate swaps. No
such swaps have been used in 2017

Pandion Energy is highly focused

on active risk management through
potential hedging, liquidity focus and
insurance

Offshore insurance program

The Compary has insured its pro rata
liability on the NCS on a par with other
oil companies and offshore insurance
programs are in place covering the
following risks (non-exhaustive)

» loss of Production Income

» Physical damage to assets

« Control of Well

o Third party liability

Pandion Energy is actively reducing
financial risk through an extensive
insurance program, the key element is
loss of production income cover for an
indemnity period of 18 months with a
45 days waiting period

External risks

The business landscape in which the
Company operates can change rapidly.
The risks of changes to commodity
prices are addressed under financial
risks, but the Company also faces
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other external risks that could affect its
financial position over time

For instance, there can be no assurance

that legislation, including tax regulations,

will not be changed in a manner that
could adversely affect the Company
There is also a potential exposure from
the response to climate change, as
changes to regulations on emissions
The Company aims to develop a
portfolio of assets that remains resilient
as the government s response to
climate change evolves

Health, Safety and Environment
Health, Safety and Environment ("HSE’)
is of paramount importance to Pandion
Energy. The Company operates in an
industry exposed to safety risks and
accidents can occur at any time. The
consideration of HSE and governance
issues is thus of strategic importance
and a pre-requisite for our stakeholders
The company has a comprehensive
HSE management system and reguires
competent employees and contractors
to deliver compliant operations through
rigorous planning and execution

Pandion Energy has no operated assets
in its portfolio, but it closely works to
identify, control and monitor risks with
the ambition to interact proactively
with the operators of its assets. Pandion

Energy experienced no major accidents,

injuries, incidents or any environmental
claims during the reporting period

Sustainability and Governance

The Board works to make sure that

the Company acts as a reliable partrer
on the NCS, by providing effective
governance of the business to ensure
the greatest possible value creation for
the Company’s stakeholders and the
society, in a safe and reliable manner
The Company is committed to explore
for and produce oil and gas in a safe
and responsible manner, and the

fact that its organisation would never
compromise on this is an important
pre-requisite for the Company’s main
financial backer, Kerogen Capital, a
signatory to the United Nations backed
Principles for Responsible Investment
(UNPRI"). Kerogen Capital aims to be
the private equity manager of choice
for those seeking to invest in oil and gas
sector and spends significant resources
ensuring that sustainable and compliant
practices are implemented in all
companies it invests in

The Company will act responsibly
towards all stakeholders when
conducting its operations, be it
shareholders and creditors, ensuring a
fair and equal treatment; society and
local communities, contributing to
local and national wealth generation;
employees, ensuring a safe and fruitful
working environment, and authorities,
providing an open and transparent
approach built on the principle of
collaboration

Pandion Energy has no plans of expand-
ing its operations outside of Norway for



the foreseeable future. Being a pure-play
on the NCS, the Company operates

in a single governance environment
with predictable regulations. Having a
non-operated strategy, the Company
must also place confidence in the ope-
rators of its assets, and is pleased to see
that operators like Aker BP and Neptune
Energy are determined to operate in a
responsible manner and reduce the en-
vironmental footprint of their operations.

The Board believes that good gover-
nance is rooted in adherence to
regulations and laws, both in letter and
in spirit. Ensuring a culture of integrity,
accountability and transparency,
threugh the continued training and
development of all levels of staff, is just
as critical as ensuring that compliant
procedures are in place. A thorough
model of governance, risk management
and control has been developed and
implemented in the Company. The
Company's management system is a key
component of the governance model,
which incorporates activities at the
shareholder and market level, the Board
level and the management level.

P

Alan John Parsley
Chairman of the Board

to¢ Daval

John Charles Daniel
Board Member

Pandion Energy

Directo Re 201

Pandion Energy is not a listed company
and is currently owned by funds
managed by Kerogen Capital and the
management team. Yet, the Company.
encourages transparency and aims for
a fair and equal treatment of all existing
and future shareholders. The Company
will seek to provide all existing and future
investors with the necessary details to
assess the fair value of the Company,
and the risks it faces.

Organisation

As of 31 December 2017, the Company
had 15 employees. Due to increased
activity level Pandion Energy is planning
for further recruitment in 2018,

The working environment in Pandion
Energy is satisfactory, Absence on sick
leave was 1.06 percent in 2017. Pandion
Energy aims to keep sick leave at low
levels by constantly improving working
and safety conditions

The company attempts to maintain
a working environment with equal
opportunities for all based on qualifi-
cations and irrespective of gender,

Oslo, 28 March 2018,

The Board of Directors of Pandion Energy AS

for i,

Jason Aun Minn Cheng
Board Member

.
—_—
Board Memeber

Tushar Kumar

age, sex, ethnicity, sexual orientation,
disability, or any other protected status.

At year end, 33 percent of the
employees were female. Female
employees made up 50 percent of the
Management team. Currently, none of
the member of the Board of Directors is
fernale.

Outlook

The Board believes that Pandion Energy
is well positioned for further growth

on the Norwegian Continental Shelf,
and will encourage the Company to
continue on its path to identify and
invest in proven, high quality assets. By
being a strong licence partner in proven
fields, the Company can take benefit
from partnerships with strong operators
and contribute to maximise the value of
producing reserves.

In addition, the Board will consider
growth via exploration, development
and asset or company acquisitions that
will enhance the value creation for the
Company's shareholders and improve
the Company's credit profile

LA

Jan Christian Ellesen
CEO/Board Member

Helge Larssen Nordtorp
Board Member
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Statements of income

(Amounts in NOK 000) Note 2017

Operating expenses -

General and administrative expenses (4 461)
Depreciation, amortisation and net impairment losses g (155)
Exploration expenses 7 (85 328)
Loss from operating activities (89 944)
Net financial items 11 14 739
Loss before income tax (75 205)
Incormne tax 12 53 882
Net loss (21 323)

Statements of comprehensive income

(Amounts in NOK 000) Note 2017

Net loss (21 323)

Currency translation adjustments =

ltemns that may be subsequently reclassified to the Statement of income

Other comprehensive income =

Total comprehensive income (21 523)
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Assets

(Amounts in NOK 000) Note 2017
Property, plant and equipment 13 1065 837
Intangible assets 14 1668 060
Deferred tax assets 12 224 341
Prepayments and financial receivables Wiz
Total non-current assets 2959416
Inventories 25458
Trade and other receivables 16 62 282
Tax receivable from exploration refund 12 88 832
Cash and cash equivalents S 75 561
Total current assets 250109
Total assets 3209525
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Equity and liabilities

Pandion Energy

31 December 2017

(Amounts in NOK 000) Note 2017
Share capital 17 174 425
Other paid in capital 420 515
Accumulated losses (21 323)
Total equity 573 617
Asset retirement obligations 18 1174 941
Total non-current liabilities 1174941
Asset retirement obligations 18 SilE i,
Trade, other payables and provisions e ger2s2
Interest bearing loans and borrowing 15 46 093
Liabilities to related parties 15 985 647
Total current liabilities 1460 967
Total liabilities 2 635908
Total equity and liabilities 3209525

&

Alan John Parsley
Chairman of the Board

}e Dt

John Charles Daniel
Board Member

The Boarc

Oslo, 28 March 2018,

o,

Jason Aun Minn Cheng
Board Member

fon e

Tushar Kumar
Board Memeber

of Directors of Pandion Energy AS

A

Jan Christian Ellesen
CEO/Board Member

Helge Larssen Nordtorp

Board Member
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(Amounts in NOK 000) Note 2017
Loss before income tax (75 205)
Depreciation, amortisation and net impairment losses 13 155
Exploration expenditures written off / 944
(Gains) losses on foreign currency transactions and balances (15 910)
(Increase) decrease in working capital 49 607
Cash flows provided by operating activities (40 409)
Acquisition business combination 4 (1429 709)
Capital expenditures and investments in furniture, fixtures and office machines 12 (862)
Capital expenditures and investments in exploration and evaluation assets 14 (98 050)
Cash flows used in investing activities (1528 621)
Share capital contribution 594 940
Increase in interest bearing loans and borrowing 48 591
Increase in liabilities to related parties 98¢ 069
Cash flows provided by (used in) financing activities 15,17 1642 590
Net increase (decrease) in cash and cash equivalents L3 561
Cash and cash equivalents at the beginning of the period 0
Cash and cash equivalents at the end of the period <l 73561
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NOTE 1 ORGANISATION

Pandion Energy AS ("Pandion Energy” or the Company’) was
founded in November 2016 through a management buyout of
the operational platform and © licenses of Tullow Oil Norge AS
and is incorporated and domiciled in Norway. The address of its
registered office is Lilleakerveien 8, 0283 Oslo, Norway. Pandion

Energy is a private oil and gas company focusing on exploration,

appraisal, development and production opportunities on the
Norwegian Continental Shelf

As 2017 Is the first year of operations, Pandion Energy has opted
to extend the accounting period from 11 November 2016 to 31
December 2017 The financial statements of the Company for
the period ending 31 December 2017 were authorised for issue
in accordance with a resolution of the Board of Directors on 28
March 2018

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

The financial statements of the Company are prepared in
accordance with simplified IFRS pursuant to the Norwegian
Accounting Act §13-9 and regulations regarding simplified
application of IFRS issued by the Norwegian Ministry of Finance
on 3 November 2014

Basis of preparation

The financial statements are prepared on the historical cost
basis with some exceptions, as detailed in the accounting
policies set out below. The subtotals and totals in some of the
tables may not equal the sum of the amounts shown due to
rounding

Expenses in the statements of income are presented based
on their function within the entity. Exploration expenses as
presented in the statements of income include a share of
salaries and related expenses and other indirect administrative
expenses reclassified using allocation keys based on time
writing. Significant expenses such as exploration, salaries,

pensions etc. are presented by their nature in the notes to the
financial statements

The statements of cash flow have been prepared in accordance
with the indirect method

Interest in joint operations (arrangements in which Pandion
Energy and other participants have joint control and each of
the parties have rights to the assets and obligations for the
liabilities, rating to their respective share of the arrangement)
and similar arrangements (licenses) outside the scope of IFRS 11
are recognised on a line-by-line basis, reflecting the Company s
share off assets, liabilities, income and expenses

Pandion Energy has not adopted the following standards and
interpretatiors that are not mandatory for the finarcial year
2017 IFRS 9 Financial Instruments, the standard addresses

the classification, measurement and recognition of financial
assets and financial liabilities. IFRS 9 implementation issues are
currently not expected to have a material impact on the balance
sheet statements, statements of income and statements of cash
flows. Effective from 1 January 2018

IFRS 15 Revenue from contract wiht customers, the standard
addresses revenue recogrition ad establishes principles for
reporting useful information to users of financal statements. The
Company has not had any revenue in 2017 and will have no
implementation effect of the standard. Effective from 1 January
2018

IFRS 16 Leases, this standard will replace IAS 17 “Leases” and
requires assets and liabilities arising from all leases, with some
exceptions, to be recognised on the balanse sheet. Pandion
Energy is in the process of evaluating the impact of IFRS 16, and
has not yet determined the expected impact of the standard on
the financial statements. Effective form 1 January 2019

Functional currency and foreign currency translations
Pandion Energy AS' functional currency is Norwegian Krone
(NOK). Transactiors in foreign currencies are translated to NOK,
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at the foreign exchange rate at the dates of the transactions
Moretary assets and liabilities denominated in foreign
currencies are translated to NOK at the foreign exchange

rate at the balance sheet date. Foreign exchange differences
arising on translation are recognised In the statements of
income. Non-monetary assets that are measured at historical
cost are translated using the exchange rate at the dates of the
transactions

Business combination versus asset acquisition

Determining whether an acquisition meets the definition of a
business combination requires judgment to be applied on a
case by case basis

The most important consequence of an acquisition beirg
deemed to be asset acquisition rather than a business
combination, is that no deferred tax related to excess fair values
is recognised, as the initial recognition exemption for deferred
tax under |AS 12 applies. No goodwill is recognised in an asset
purchase transaction

Upstrearm activities in the production phase will typically
represent a business, whereas those at the exploration stage
will typically represent a asset purchase. Projects that lie in the
development stage are more difficult to judge and will require
consideration of the stage of development and other relevant
factors

Business combinations are accounted for using the acquisition
method for accounting. The acquired identifiable tangible

and intangible assets, liabilities and contingent liabilities are
measured at their fair values at the date of the acquisition

Revenue recognition

Revenue associated with the sale and transportation of crude
oll, natural gas and petroleum products and other merchardise
are recognised when risk passed to the customer, which is
normally when title passes at the point of delivery of the goods,
based on the contractual terms of the agreements

Income taxes
Income tax expense/credit consists of current income tax (taxes
payable/receivable) and changes in deferred income tax

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 tax authorities. The tax rates and tax laws
used to compute the amount are those that are enacted or
substantially enacted at the balance sheet date

Current income tax relating to items recognised directly in
equity or other comprehensive income, is recognised in equity
and not in the statements of income

Oil-exploration companies operating on the Norwegian
Continental Shelf under the offshore tax regime can claim a 78%
cash refund of their exploration costs, limited to taxable losses
for the year. The refund is paid out in November in the following
vear. This tax receivable is classified as a current asset

Deferred Income Tax

Deferred income tax is provided using the liability method on
temporary differences between the tax basis of assets and
liabilities and their carrying amounts for financial reporting
purposes at the balance sheet date

Deferred incorme tax assets are recognised for all deductible
temporary differences, carry forward of unused tax credits and
unused tax losses, to the extent that it is probable that a taxable
profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and
unused tax losses can be utilised

Companies operating on the Norwegian Continental Shelf
under the offshore tax regime can claim the tax value of any
unused tax losses or other tax credits related to its offshore
activities to be paid in cash (including interest) from the tax
authorities when operations cease. Deferred tax assets that
are based on offshore tax losses carried forward are therefore
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normally recognised in full. The carrying amount of deferred
incomme tax assets related to onshore activities are reviewed at
each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilised
Unrecognised deferred income tax assets related to onshore
activities are reassessed at each balance sheet date and are
recogrised to the extent that it has become probable that future
taxable profit will allow the deferred tax asset to be recovered

Deferred income tax assets and liabilities are measured at the
tax rates that are expected to apply to the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the balance
sheet date

Deferred income tax relating to items recognised directly in
equity or other comprehensive income, is recognised in equity
and not in the statement of income

Deferred income tax assets and deferred income tax liabilities
are offset, if a legally enforceable right exists to set off current
tax assets against income tax liabilities and the deferred incorme
taxes relate to the same taxable entity and the same taxation
authority / tax regime. Timing differences are considered

Oil and gas exploration, evaluation and development
expenditures

The company uses the ‘modified successful efforts’ method

to account for exploration and evaluation cost. Pre - license
costs are expensed in the period in which they are incurred. All
licence acquisition, exploration and evaluation costs and directly
attributable administration costs are initially capitalised in cost
centres by well, field or exploration area, as appropriate

Capitalised exploration and evaluation expenditures, including
expenditures to acquire mineral interests in oil and gas
properties, related to wells that find proved reserves are
transferred from Intangible assets to Property, plant and
eguipment when the plan for development (PDO) is approved

by the Norwegian Authorities or license partners if no
government approval is required. All field development costs are
capitalised as property, plant and equipment

Property, plant and equipment

Property, plant and equipment is reflected at cost, less
accumulated depreciation and accumulated impairment losses
The initial cost of an asset comprises its purchase price or
construction cost, any costs directly attributable to bringing the
asset Into operation, the initial estimate of an asset retirement
obligation, if any, exploration cost transferred from intangible
assets and, for qualifying assets, borrowing costs

Expenditure on major maintenance or repairs comprises
the cost of replacement assets or parts of assets, inspection
costs and overhaul costs. Where an asset or part of an asset
is replaced and it is probable that future economic benefits
associated with the item will flow to the company, the
expenditure is capitalised. Inspection and overhaul costs,
associated with regularly scheduled major maintenance
programs planned and carried out at recurring intervals
exceeding one year, are capitalised and amortised over the
period to the next scheduled inspection and overhaul. All other
maintenance costs are expensed as incurred

The estimated useful lives of property, plant and equipment

are reviewed on an annual basis and changes in useful lives

are accounted for prospectively. An item of property, plant and
equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on de-recognition of
the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) will be included
in Other income or Operating expenses, respectively, in the
pericd the item is derecognised

Leases

As of 31 December 2017 the Company only has leases classified
as operational leases. By operating leases the costs are charged
to the relevant operating expense related caption on a straight
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line basis over the lease term, unless another basis is more
representative of the benefits of the lease to the company.

Intangible assets and goodwiill

Intangible assets are stated at cost, less accumulated
amortisation and accumulated impairment losses. Intangible
assets include expenditure on the exploration for and evaluation
of oll and natural gas resources and goodwill

Intangible assets relating to expenditures on the exploration
for and evaluation of oil and natural gas resources are not
amortised. When the plan for development (PDO) is approved
by the Norwegian Authorities or license partners if no
government approval is required, its intangible exploration
and evaluation assets are reclassified to Property, plant and
equipment

Goodwill is initially measured at the excess of the aggregate
of the consideration transferred and the amount recogrised
for any controlling interest over the fail value of the identifiable
assets acquired and liabilities assumed in a business
combination at the acquisition date. Goodwill acquired Is
allocated to each cash generating unit, or group of units,
expected to benefit from the combination’s synergies
Following initial recognition goodwill is measured at cost less
any accumulated impairment losses

Financial assets

Trade and other receivables are carried at the original invoice
amount, less a provision for doubtful receivables, which is made
when there is objective evidence that the company will be
unable to recover the balances in full

Financial assets are presented as current if these contractually
will expire or otherwise are expected to be recovered within 12
months after the balance sheet date, or if these are held for the
purpose of being traded. Financial assets and financial liabilities
are shown separately in the balance sheet statements, unless
Pandion has both a legal right and a dermonstrable intention to
net settle certain balances payable to and receivable from the

same counterparty, in which case they are shown net in the
balance sheet statements

Cash and cash equivalents

Cash comprises cash on hand and demand deposits. Cash
equivalents are short-term, highly liquid investments that are
readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value

Impairment of property, plant and equipment and intangible
assets other than goodwiill

The company assesses assets or groups of assets for
impairment whenever events or changes in circumstances
indicate that the carrying value of an asset may not be
recoverable. Individual assets are grouped based on lowest
levels with separately identifiable and largely in dependent cash
inflows. Normally, separate cash generating units (CGUs) are
individual oil and gas fields or plants. For capitalised exploration
expenditures, the CGUs are individual wells

In assessing whether a write-down of the carrying amount

of a potentially impaired asset is required, the asset’s

carrying amourit is compared to the recoverable amount

The recoverable amount of an asset is the higher of its fair
value less cost of disposal and its value in use. Fair value less
costs of disposal is determined based on comparable recent
arm's length market transactions, or based on Pandion’s
estimate of the price that would be received for the asset in
an orderly transaction between market participants. Value in
use is determined using a discounted cash flow model. The
estimated future cash flows applied are based on reasonable
and supportable assumptions and represent management's
best estimates of the range of economic conditions that will
exist over the remaining useful life of the assets. Pandion uses
an approach of regular updates of assumptions and economic
conditions in establishing the long-term forecasts which are
reviewed by corporate management and updated at least
annually. For assets and CGUs with an expected useful life or
timeline for production of expected reserves extending beyond
5 vears, the forecasts reflect expected production volumes for
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oll and natural gas, and the related cash flows include project or
asset specific estimates reflecting the relevant period

Unproved oll and gas properties are assessed for impairment
when facts and circumstances suggest that the carrying
amount of the asset may exceed its recoverable amount, and
at least once a year. Capitalized costs related to exploration
and evaluation assets are temporarily capitalised pending

the determination of il and gas reserves. If reserves are not
found, or if discoveries are assessed not to be technically and
commercially recoverable, capitalized costs are expensed
These costs are then written off as exploration expenses in the
statements of income

An assessment is made at each reporting date as to whether
there is any indication that previously recognised impairment
losses may no longer be relevant or may have decreased. If
such an indication exists, previously recongised impairment loss
is reversed

Impairment losses and reversals of impairment losses are
presented in the statements of income as Exploration expenses
or Depreciation, amortisation and net impairment losses, on
the basis of their nature as either exploration assets (intangible
exploration assets) or development and producing assets
(property, plant and equipment and other intangible assets),
respectively

Impairment of goodwill

Goodwill is reviewed for impairment annually or more
frequently if events or changes in circumstances indicate that
the carrying value may be impaired. Impairment is determined
by assessing the recoverable amount of the CGU, or group

of units, to which the goodwill relates. Where the recoverable
amount of the CGU, or group of units, is less than the carrying
amount, an impairment loss is recognised. Once recognised,
impairments of goodwill are not reversed in future periods

Financial liabilities
Interest-bearing loans and borrowings are initially recognised

at cost and subsequently measured at amortised cost using the
effective interest method. Amortised cost is calculated by taking
into account any issue costs as well as discount or premium on
settlement

Financial liabilities are presented as current if the liabilities are
due to be settled within 12 months after the balance sheet date,
or if these are held for the purpose of being traded

Provisions

Provisions are recognised when the company has a present
obligation (legal or constructive) 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. If the
effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time
value of money and, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in the provision
due to the passage of time is recognised under interest and
other financial expenses in Net financial items

Asset retirement obligations (ARO)

Provisions for ARO costs are recognised when the company
has an obligation (legal or constructive) to dismantle and
remove a facility or an itern of property. plant and equipment
and to restore the site on which it is located, and when a
reasonable estimate of that liability can be made. The arnount
recognised is the present value of the estimated future
expenditure determined in accordance with local conditions
and requirements. Cost is estimated based on current regulation
and technology. considering relevant risks and uncertainties
The discount rate used in the calculation of the ARO is
determined using an estimated risk-free interest rate, adjusted
for risk specific to the liability. Normally an obligation arises

for a new facility, such as an oil and natural gas production

or transportation facility, upon construction or installation. An
obligation may also crystallise during the period of operation of
a facility through a change in legislation or through a decision to
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terminate operations, or be based on commitments associated
with the company’s ongoing use of pipeline transport systems
where removal obligations rest with the volume shippers. The
provisions are classified under Provisions in the balance sheet
statements

When a provision for ARO cost is recognised, a corresponding
amount is recognised to increase the related property, plant
and equipment and is subsequently depreciated as part of the
costs of the facility or item of property, plant and equipment
Any change in the present value of the estimated expendi-
tures is reflected as an adjustment to the provision and the
corresponding property, plant and equipment. When a decrease
in the ARO provision related to a producing asset exceeds the
carrying amount of the asset, the excess is recognised as a
reduction of Depreciation, amortisation and net impairment
losses in the statements of income. When an asset Has reached
the end of its useful life, all subsequent changes to the ARO
provision are recognised as they occur in operating expenses in
the statements of income

Critical accounting estimates and judgements

The matters described below are considered to be the most
important in understanding the key sources of estimation
uncertainty that are involved in preparing the financial
statements and the uncertainty that could most significantly
impact the amounts reported on the result of operations,
financial position and cash flows

Proven and probable oil and gas reserves

Proven and probable oil and gas reserves have been estimated
on the basis of industry standards. The estimates are based

on internal information and information received from the
operators. Proven and probable oil and gas reserves consist

of the estimated quantities of crude oil, natural gas and
condensates shown by geological and technical data to be
recoverable with reasonable certainty from known reservoirs
under existing economic and operational conditions, i.e. on the
date that the estimates are prepared. Current market prices are
used in the estimates

Proven and probable reserves and production volumes are used
to calculate the depreciation of oil and gas fields by applying
the unit-of production methodology. Reserve estimates are
also used as basis for allocation of purchases price in business
acquisitions involving oil and gas licenses and impairment
testing of licence-related assets. Changes in petroleum

prices and cost estimates may change reserve estimates and
accordingly economic cut-off, which may impact the timing of
assumed decommissioning and removal activities. Changes to
reserve estimates can also be caused by updated production
and reservoir information. Future changes to proven and
probable oll and gas reserves can have a material effect on
depreciation, life of field, impairment of licence-related assets,
and operating results

Carrying value of intangible exploration and evaluation assets
Where a project is sufficiently advanced, the recoverability of
intangible exploration assets s assessed by comparing the
carrying value to internal and operator estimates of the net
present value of projects. Intangible exploration assets are
inherently judgemental to value. The amounts for intangible
exploration and evaluation assets represent active exploration
projects. These amourits will be written off to the income
statement as exploration costs unless commercial reserves

are established or the determination process is not completed
and there are no indications of impairment. The outcome of
ongoing exploration, and therefore whether the carrying value
of exploration and evaluation assets will ultimately be recovered,
is inherently uncertain

Goodwill

The Company tests whether goodwill has suffered any
impairment on an annual basis. The recoverable amount of a
cash generating unit (CGU) is determined based on value-in-use
calculations which require the use of assumptions. Where the
recoverable amount of CGU, or group of units, is less than the
carrying amount an impairment loss i recognised
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Asset retirement obligations

The Company has obligations to decommission and remove
offshore installations at the end of the production period. The
costs of these decommissioning and removal activities require
revisions due to changes in current regulations and technology
while considering relevant risks and uncertainties. Most of

the removal activities are many years into the future, and the
removal technology and costs are constantly changing. The
estimates include assumptions of the time required and the
day rates for rigs, marine operations and heavy lift vessels that
can vary considerably depending on the assumed removal
complexity. As a result, the initial recognition of the liability

and the capitalised cost associated with decommissioning

and removal obligations, and the subsequent adjustment of
these balance sheet items, involve the application of significant
judgement

Tax

The Company may incur sigrificant amounts of income tax
payable or receivable, and recognizes significant changes to
deferred tax or deferred tax assets. These figures are based on

management’s interpretation of applicable laws and regulations,

and on relevant court decisions. The amounts of taxes could
change significantly as a result of new interpretations of the
relevant tax laws and regulations or changes to such laws and
regulations

NOTE 3 FINANCIAL RISK MANAGEMENT

General information relevant to financial risks

Pandion Energy s activities expose the company to market risk
(including commodity price risk, currency risk and interest rate
risk) liquidity risk and credit risk. The Company s approach to
risk management includes assessing and managing risk with
focus on achieving the highest risk adjusted returns for the
shareholders

Commodity price risk
Pandion Energy will, going forward operate in the crude oil
and natural gas market and will be exposed to fluctuations in

hydrocarbon prices that can affect revenues. Commodity price
risks will represent the Company s most important market risk
going forward. To manage this risk, Pandion Energy will secure
cash flows from sale of crude oil through commaodity price
hedging. In January 2018 the Company has purchased put
options for 2018 and first half year 2019

Currency risk

Currency risk arise form multi-currency cash flows within the
Company. Going forward revenues from sale of crude oil are
mainly in USD while expenditures are mainly in NOK and USD
Sales and expenditures in the same currency contribute to
mitigating sorme of the currency risk. The Company may. from
time to time, seek to reduce the currency risk by entering into
foreign currency instruments. No such instruments have been
used in 2017

Interest-rate risk

The Company s interest rate risk arises from its interest bearing
borrowings. See note 15 for information about the floating
interest rate conditions or the Revolving Exploration Loan
Facility. Borrowings issued with floating interest rate conditions
expose the Company to cash flow interest rate risk. The
Company may. from time to time, seek to reduce its interestrate
risk by entering into floating-to-fixed interest rate swaps. No
such swaps have been used in 2017,

Liquidity risk

Liguidity risk is the risk that the Company will not be able to
meet obligations of financial liabilities when they become due
The purpose of liguidity management is to make certain that
the Company has sufficient funds available at all times to cover
its financial liabilities. To identify current and future financing
needs, Pandion Energy carries out short-term (12 months) and
long-term (five years) forecasts to plan the Company s liquidity
These forecasts are updated regularly, for various scenarios and
from part of the decision basis for the Company s management
and Board of Directors. The Company has commenced a
process securing further external debt financing estimated to
finalise early April 2018
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Credit risk

The Company has no significant concentrations of credit risk
The Company is mainly exposed to credit risk related to trade
receivable and overcall joint venture toward license partners in
addition to cash and cash equivalents. The Company s license
partners are credit worthy oil companies and cash and cash
eqguivalents are receivable from banks

Measurement of financial instruments

Pandion Energy AS financial instruments mainly consists of
trade and other payables and receivables that are measured
at fair value or their carrying amounts reasonably approximate
fair value except non-current financial liabilities measured at
amortised cost

NOTE 4 BUSINESS COMBINATION

On 22 December 2017/, Pandion Energy AS finalized the
acquisition of 10 per cent interest in the Valhall and Hod oil
flelds. The transaction was announced on 4 December 2017
Pandion Energy AS paid a cash consideration of USD 170 million
(NOK 1 422 million) in additon to settlement of effective periode
adjustrments of USD 1 million (NOK 8 million)

The closing of the transaction took place on 22 December
2017. For accounting purposes the transaction date is set to

21 December 2017. For tax purposes, the effective date was

1 January 2017 The acquisition is regarded as a business
combination and has been accounted for using the acquisition
method of accounting in accordance with IFRS 3. A purchase
price allocation (PPA) has been performed to allocate the
consideration to fair value of assets and liabilities. The valuation
is based on currently available information about fair values as
of the acquisition date. If new information becomes available
within 12 months from the acquisition date, the Company may
change the fair value assessment in the PPA, in accordance with
guidance in IFRS 3

Fach identifiable asset and liability is measured at its acquisition
date fair value based on guidance in IFRS 3, The standard defines

fair value as the price that would be received to sell an asset

or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. This definition
emphasizes that fair value is a market-based measurement, not
an entity-specific measurement. When measuring fair value, the
Company uses the assumptions that market participants would
use when pricing the asset or liability under current market
conditions, including assumptions about risk. Acquired property,
plant and equipment and intangible assets (value of licenses)
have been valued using the income approach

The recognized amounts of assets and liabilities assumed as at
the date of the acquisition were as follows

2017
(Amounts in NOK 000)
Assets
Goodwill 1023 861
Deferred tax assets 2205
Non-producing oil fields 546 149
Producing oil fields 1064 822
Current assets, excluding cash 188 70
Cash and cash equivalents =
Total assets 3998 018
Debt
Purchase price 1429 709
Deferred tax liability (oil fields) 970106
Abandonment provision (ARO) 1494 936
Current liabilities 103 267
Total debt 3998018

The goodwill of NOK 1 024 million arises principally because of
the requirement to recognize deferred tax assets and liabilities
for the difference between the assigned fair values and the tax
bases of assets acquired and liabilities assumed in a business
combination. Licenses on the NCS can only be sold in a market
after tax, based on a decision made by the Norwegian Ministry
of Finance pursuant to the Petroleum Taxation Act Section 10
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The assessment of fair value of such licenses is therefore based
on cash flows after tax. Nevertheless, in accordance with IAS
12 Sections 15 and 19, a provision is made for deferred tax
corresponding to the tax rate multiplied with the difference
between the acquisition cost and the tax base, The offsetting
entry to this deferred tax is goodwill. Hence, goodwill arises as
a technical effect of deferred tax (technical goodwill). If the
acquisition had taken place at the beginning of 2017, year to
date revenue would have increased by NOK 547 million while
EBITDA have increased by NOK 352 million

NOTE 5 ASSET ACQUISITIONS AND DISPOSALS

Acquisition of explorations interests from Tullow Qil

Norge AS (Tullow)

In June 2017 Pandion closed an agreement with Tullow to
acquire interests in the exploration licenses PL 636 (Cara
discovery), PL 746 S, PL 776, PL 786, PL 791 and PL 826 on

the Norwegian continental shelf (NCS). The assignment

of participating interests in this license purchase has been
accounted fo as an acquisition of assets. The consideration is
recognized as an intangible asset in balance sheet statements of
Pandion Energy AS

Acquisition interests in Valhall and Hod from Aker BP ASA
(Aker BP)

In December 2017 Pandion closed an agreement with Aker
BP to acquire 10% interest in Valhall and Hod fields, including
licences PLOOG6B, PLO33 and PLO33B on the Norwegian
continental shelf (NCS). See note 4 for further information

Disposals of exploration licenses
In June 2017 PL 791 was relinguished

NOTE 6 INVESTMENTS IN JOINT VENTURES

Interests in production licenses on the Norwegian Continental
Shelf as of

Licence source Licence portfolio Jan-18 Dec-17
Acquisitions PLOO6 Valhall 10,00 % 10,00 %
Acquisitions PLO33 Hod 10,00 % 10,00 %
Acquisitions PLO33B 10,00 % 10,00 %
Acquisitions PL636 Cara 20,00 % 20,00 %
Acquisitions PL/46 S 30,00 % 30,00 %
Acquisitions RIEALS 40,00 % 40,00 %
Acquisitions PL/86 50,00 % 50,00 %
Acquisitions PL826 20,00 % 30,00 %
APA 2017 PLS12 30,00 % 0,00 %
APA 2017 PL929 20,00 % 0,00 %

In the APA 2017, the Company was awarded ad additional two
licenses, bringing the total numbers of licenses in the portfolio
to ten. The licenses were awarded in January 2018

NOTE 7 EXPLORATION

2017
(Amounts in NOK 000)
Expensed cost, seismic and studies 22 513
Expensed cost, general and administrative 51 871
Expensed previously capitalised other exploration cost 944
Total 85 328
NOTE 8 REMUNERATION

2017
(Amounts in NOK 000)
Salaries 15 754
Bonuses e
Social security tax o5
Pension expenses 1430
Other remuneration LAl
Total payroll expenses 29 688
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The Company had an average of 10.8 employees in 2017. The
number of employees as of year-end was 15

Salaries include bonuses in addition to base salary and vacation
pay. The employees will, if certain objectives are met, each year
be granted a bonus as a percentage of the total base salary in
the range of 0-50%. It will be up to the BoD to decide whether
to pay bonuses on the previous years performance. For 2017,
the bonus will be disbursed in April 2018

In addition management team and key employees take part in
a long term incentive plan offering rewards by an eventual exit
event of the Company s main shareholder Kerogen

The company has a defined contribution plan for its
employees. With a defined contribution plan the company pays
contributions to an insurarice company. After the contribution
has been made the company has no further commitment to
pay. The contribution is recognised as payroll experses. Prepaid
contributions are reflected as an asset (pension fund) to the
degree the contribution can be refunded or will reduce future
payments

Compensation to the board of directors (BoD) and Chief
Executive Officer (CEO)

CEO BoD
(Amounts in NOK 000)
Salaries/board fee 1658 -
Pension expenses 112 =
Other remuneration 140 =

In addition the CEO takes part in a long term incentive plan
offering rewards by an eventual exit event of the Company s
main shareholder Kerogen

The CEO has the right to severance pay of 6 months if certain
conditions should occur

No loans have been granted by Pandion Energy an no
guarantees have been issued to the CEO or any member of the
Board of Directors

See note 18 for details on shares in the Company owned by the
CED

NOTE 9 RESTRICTED BANK DEPOSITS

2017
(Amounts in NOK 000)
Restricted bank deposits
Withheld employee taxes 15657
NOTE 10 AUDI|TORS REMUNERATION

2017
(Amounts in NOK 000)
Audit fee =
Other attestation services 29
Total 39

The CEQO is part of a bonus scheme with annual benefits
ranging form 0-50% of base salary, pending certain
performance related criteria. It will be up to the BoD to decide
whether to pay bonuses on the previous years' performance
For 2018, the bonus will be disbursed in April 2018



25

Pandion Energy

NOTE 11 FINANCIAL [TEMS Reconciliation of Norwegian statutory
tax rate to effective tax rate 2017
2017 (Amounts in NOK 000)
(Amounts in NOK 000)
Loss before tax 75205
Net foreign exchange gains 15909 Calculated income taxes at
Interest income 430 Statutory tax rate 24% (25% in 2016) 18 050
Petroleum surtax at statutory tax rate
Interest income and other financial items 16 3539 547% (53% in 2016) 40 613
Interest expenses (1 389) Tax effect of:
Other financial expenses (212) Tax effect related to permant differences (37)
Effect of financial items allocated onshore (5 016)
Interest expenses and other financial expenses (1601 Effect changed tax rates O
Effect related to interest on losses carry forward 250
Net financial items 14 739 Effect related to uplift carry forward 115
Total 53 882
NOTE 12 INCOME TAXES
Effective tax rate 716 %
2017
(Amounts in NOK 000) When computing the petroleum tax of 54% (55% from 2018)
on income from the Norwegian continental shelf, a tax-free
Tax receivable from exploration refund 88 832 allowance, or uplift, is granted at a rate of 5.4% per year (5.3%
Change in deferred tax balance sheet 224 341 per year from 2018). The uplift is computed on the basis of the
Change in deferred tax from acquisition original capitalised cost of offshore production installations. The
recorded directly to balance sheet (250 29]) uplift may be deducted from taxable income for a period of
four years, starting in the year in which the capital expenditure
Income tax expense 53 882 is incurred. Unused uplift may be carried forward indefinitely.

At year end 2017 unrecognised future uplift credits related to
capitalised cost armounted to NOK 0 million, and recognised

future uplift amounted to NOK 19 million
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Significant components of deferred tax assets and liabilities NOTE 13 PROPERTY, PLANT AND EQUIPMENT
were as follows:
Oiland Tools and
2017 gas assets equipment Total
(Amounts in NOK 000) (Amounts in NOK 000)
Deferred tax assets on Additions = 862 862
Losses carry forward 35 8683 Acquisition 1065 130 - 1065130
Future uplift recognised in PPA 18 883 Transfers = = =
Uplift carry forward 16 512
Inventories 10 872 Cost at 31 December 2017 1 065 130 862 1065992
Asset retirement obligations 1166 050
Other items 50 380 Depreciation = (155) (155)
Total deferred tax assets 1298 564 Accumulated depreciation at
31 December 2017 = (1) (155)
Deferred tax liabilities on
Property. plant and equipment (974 149) Carrying amount at
Capitalised exploration expenditures and 31 December 2017 1065 130 707 1065837
capitalised interest (76 479)
Other items (25 5°28) Estimated useful lives (years) UoP e
Total deferred tax liabilities (1 074 223) Production plants oil and gas are depreciated according to unit
of production method (UoP), see note 2 Significant accounting
Net deferred tax liabilities 224 341 policies
The movement in deferred income tax NOTE 14 INTANGIBLE ASSETS
2017 Exploration and
(Amounts in NOK 000) evaluation
Goodwill assets Total
Deferred income tax at 1 January = (Amounts in NOK 000)
Change deferred tax from acquisition recorded
directly to balance sheet 2so e Acquisition 1023861 613692 1637552
Charged to the statement of income (34 950) Capitalised license costs = &0 507 o0 07
Deferred income tax asset at 31 December 224 341 Carrying amount
31 December 2017 1023 861 644199 1668060

The amount of Goodwill entirety relates to the acquisition of
interest in the Valhall and Hod oil fields. For more detailes see
note 4
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NOTE 15 INTEREST BEARING LOANS AND BORROWINGS

CURRENT LIABILITIES

Revolving Exploration Loan Facility

Utilised Undrawn Carrying
Currency amount facility Interest Maturity amount
(Amounts in NOK" 000)
NIBOR
At 31 December 2017 NOK 48 591 351 409 +125% Dec 2018 46 093

The total credit limit for the Company at 31 December 2017 was TNOK 400 000

The Company signed a revolving Exploration Finance Facility Agreement on 13 November 2017 of TNOK 400 000, with an accordion
increase amount up to TNOK 200 000. The facility is made available through the banks SEB and BNP Paribas, with SEB as lead
manager. The availability period of the new facility is up to and including 31 December 2018 with an option to extend the revolving
period with one year up to 31 December 2019

Maturity profile based on contractual undiscounted cash flows

(Amounts in NOK 000)
Less than 12 months 48 591

Carrying amount of assets provided as security for the Revolving Exploration Loan Facility

2017
(Amounts in NOK 000)
Current tax receivable - exploration refund 88 552
Total 88 352

The Compary s obligations to the lenders are secured by a first priority charge over the pledge Bank Account, first priority assignment
of the tax Refund and first priority assignments of any Insurances taken out from time to time with respect to the Borrower s Licenses
for which no plan for development and operation (PUD) has been submitted
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Current liabilities to related parties

In connection with closing of the Valhall transaction on 22nd December 2017 the Company secured interim financing from the
Company s indirect shareholders as listed below.

Shareholder loans

Currency Loand Amount in NOK Interest Maturity
(Amounts in NOK" 000)
Kerogen Investment no. 28 Holding limited usDh 352 674 3.88 % 19.03.18
Kerogen Investment no. 28A Holding limited usDh 164 998 3.88 % 19.03.18
Kerogen Investment no. 28B Holding limited usDh 467 975 3.88 % 19.03.18

The Company has executed the extension option of the final maturity date of ore month to be able to finalise the process of securing
external finaning on satisfactory term, expected to close early April 2018. By extension the interest rate has increased to 8% until final
payment

NOTE 16 TRADE AND OTHER RECEIVABLES

2017
(Amounts in NOK 000)
Trade receivables =
Other receivables 62 282
Trade and other receivables 62 282

Other receivables mainly consist of joint venture receivables, prepaid expenses and other receivables related to Pandion Energy AS's
joint venture licenses
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NOTE 17 EQUITY AND SHAREHOLDERS

2017
(Amounts in NOK" 000)
Share issue at incorporation 11.11.2016 30
Share issue 174 395
Share issue - unregistered 420 515
Net loss (21 323)
Shareholders’ equity at 31 December 573 617
Share capital of NOK 594 940 177 comprised 594 940 177 shares at a nominal value of NOK 1,00. The share issue amounting to
NOK 420 514 998 was registered in the Register of Business Enterprises on 11, January 2018
The Compary s Articles of Association set out Tag Along and Drag Along Rights for the shareholders, securing the right and
obligations to sell shares under certain circumstances. For further information reference is made to the Company s Articles of
Associatiors registered ir the Register of Business Enterprise
The shares are owned by the following Shares
Kerogen Investments No.28A (UK) Limited 72 156 945
Kerogen Investments NO. 28 Holding 54 109 933
Kerogen Investments No.28B (UK) Limited 25 709 102
Waterfront Invest AS 1) 5198 622
Chickenhawk AS 2) 4 017 117
Wave Invest AS 4 017117
Salpesto Invest AS 2 835 612
Momami AS 2363010
Others 4017121
Total 174 425179

1) Waterfront Invest AS is controlled by the CEO of Pandion Energy
2) Chickenhawk AS is controlled by Helge Nordtorp, member of the Board of Directors

A Subscription and Investment Agreement between Pandion Energy AS and Kerogen has been executed for 190 USD million in equity,
of which 68 USD million (572,5 NOK million) has been injected as of 31 December 2017 in addition to 3 USD million
(22,5 NOK millior) from the management team of Pandion

The capital of 190 USD million is committed to Pandion Energy and can be drawn upor approval of the Board of Directors of the
Company. Kerogen has further a right but not an obligation to provide additional funds in an amount ut to 110 USD million, resulting in
an aggregate fuding up to USD 300 million from Kerogen
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NOTE 18 ASSET RETIREMENT OBLIGATIONS

2017
(Amounts in NOK thousand)
Non-current portion at 31 December 2017 1174941
Current portion at 31 December 201/ $19 D95
Asset retirement obligations at
31 December 2017 1494 936

The asset retirement obligations relates to the acquired 10 %
interest in Valhall and Hod fields. As the transaction date is set
to 31 December 2017 there has not been any moverment in
Pandion Energy s obligation in 2017 See note 4 for further

NOTE 20 OPERATING LEASES

Pandion leases office buildings and certain office and [T assets
Certain contracts contain renewal options. The execution of
such options will depend on future market development and
business needs. The leases have no arrangement regarding
contingent payment and do not contain any restriction on the
company s dividend policy or financing

In addition the company has lease commitments pertaining to
its ownership in partner operated oil and gas fields

The information in the table below shows future minimum lease
payments due under non-cancellable operating leases as at 31
December 2017

information Supply Other
Rigrent Vessel leases Total
NOTE 19 TRADE, OTHER PAYABLE AND PROVISIONS (Amounts in NOK 000)
2018 65 984 5167 1670 72821
2017 2019 65 984 5167 1670 72821
(Amounts in NOK 000) 2020 66 165 5141 848 72194
2021 65 984 5167 30 71181
Trade payables 396/2 After 2022 25128 40062 155 20
Joint venture payables 54 119
Other non-trade payables, Total future minimum
accrued expenses and provisions 15 441 lease payment 289247 60744 4230 354220
Trade, other payables and provisions 109 232
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NOTE 21 OTHER COMMITMENTS,

AND CONTINGENT ASSETS

CONTINGENT LIABILITIES

The Company is required to participate in the approved work
programmes for the licenses

Pandion s operations involve risk of damages, including
pollution. The Company has insured its pro rata liability on the
NCS on a par with other oil companies

The Company was not subject to any legal disputes as at 31
December 2017,

NOTE 22 RELATED PARTIES

For related party transactions, please see note 15 in the financial
statements

NOTE 23 RESERVES (UNAUDITED)

The Compary s proved and probable oil and gas reserves (2P)
have been at the end of 2017 estimated to approximately 29
mmboe. Reserves are calculated in accordance with Petroleum
Resources Management System (PRMS) of the Society of
Petroleurn Engineers (SPE)

Reserves represent the Company s share of reserves according
to operator s reserve estimate in Valhall and Hod fields

NOTE 24 SUBSEQUENT EVENTS

In January 2018 Pandion Energy was awarded 2 licenses in the
APA 2017 round. Following the award the Company now holds
a total of 10 licenses

Following the acquisition of 10% interest in Valhall and Hod
flelds the Company has commenced a process to secure
external funding, with target completion early April 2018

On 27 March 2018 an extraordinary General Meeting in Pandion
Energy passed a resolution of share capital increase of NOK 317
million by way of shareholder loan conversion

The Ministry of Petroleum and Energy approved the plan for
development and operation (PDO) for Valhall Flank Vest on 23
March 2018, where Pandion Energy has a 10% interest. The
project aim to continue the development of the Tor formation
on the western flank of the Valhall field. Capital expenditures net
to Pandion are estiamted to NOK 550 million over 2018-20
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To the General Meeting of Pandion Energy AS

INDEPENDENT AUDITOR'S REPORT

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Pandion Energy AS which comprise the balance sheet
statements as 31 December 2017, statements of income, statements of comprehensive income and
statements of cash flow for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements are prepared in accordance with law and
regulations and present fairly, in all material respects, the financial position of the Company as at 31
December 2017, and its financial performance and its cash flows for the year then ended in accordance
with simplified application of international accounting standards according to section 3-9 of the
Norwegian Accounting Act.

Basis for Opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company as
required by laws and regulations, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Other information

Management is responsible for the other information. The other information comprises the Board of
Directors’ report, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the Board of Directors and the Managing Director for the Financial Statements

The Board of Directors and the Managing Director (management) are responsible for the preparation in
accordance with law and regulations, including fair presentation of the financial statements in
accordance with simplified application of International Accounting Standards according to the
Norwegian Accounting Act section 3-9, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

As part of an audit in accordance with laws, regulations, and auditing standards and practices generally
accepted in Norway, including ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

« identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error. We design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

* obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

o evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in @ manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Opinion on the Board of Directors’ report

Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Board of Directors’ report concerning the financial statements and the
going concern assumption is consistent with the financial statements and complies with the law and
regulations.
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Opinion on Registration and Documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements (ISAE)
3000, Assurance Engagements Other than Audits or Reviews of Historical Financial Information, it is
our opinion that management has fulfilled its duty to produce a proper and clearly set out registration
and documentation of the company’s accounting information in accordance with the law and
bookkeeping standards and practices generally accepted in Norway.

Oslo, 6 April 2018
Deloitte AS

Metty, Herlleoe,

Mette Herdlevaer
State Authorised Public Accountant (Norway)




