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Introduction 
The acquisitions completed over the past two years - Drilling Production Technology AS (DPT), Triangle 
Technology AS (Triangle), Technology Design, Reservoir Evaluation Services (RES), Peak Group 
(Holdings) Ltd (Peak), Seavation Ltd (Seavation), SafeControl, Upstream Petroleum Pty Ltd (Upstream) 
and F.J. Brown - have necessitated the preparation of pro forma information, with comparable numbers 
being prepared for the reported periods. Consequently, the reported income statement for 2006 and 
2007 includes both actual and pro forma comparable figures.  
 
With regards to the pro forma figures, AGR Group ASA (AGR) assumes that the acquisitions mentioned 
above were finalised January 1st 2005. Furthermore, it is assumed that approximately 20 per cent of the 
total investments were financed with equity and that 80 per cent were financed with interest-bearing 
debt. 
 
The effects of the sale of AGR Consultants AS (AGR Consultants) with subsidiaries are also included in 
the figures for the quarter ended 30th June 2007. 
 

Note: Pro forma information presented in this report is not necessarily comparable to historically 
presented pro forma figures since pro forma figures reflect the composition of the Group at any given 
point in time. 

Key Figures 

 
* Earnings before interest, tax, depreciation and amortisation.       
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Highlights from 2nd quarter 2007 
AGR Group continued to increase presence internationally. Second quarter operating income (actual) 
from outside of Norway represented 60% of the total, compared with 16% for the same quarter last 
year.  Petroleum Services contracted one new rig for a drilling campaign in the UK with an expected 
start-up in Q3 2007.  Drilling Services, with its Riserless Mud Recovery (RMR) technology, enjoyed 
continued strong demand for its services.  During the second quarter of 2007, AGR was awarded 
another contract to provide RMR equipment and services to Hydro on the Norwegian Continental Shelf.  
Field Operations also experienced high utilisation of equipment and personnel.  
 
� Operating income for the second quarter of 2007 amounted to NOK 604 million compared with NOK 

174 million in the same period in 2006. Pro forma operating income for the second quarter of 2007 
amounted to NOK 603 million compared with NOK 420 million for the same period last year. 

 
� Operating profit before depreciation (EBITDA) in Q2 2007 was NOK 70 million compared with NOK 

45 million in 2006.  Q2 2007 pro forma EBITDA amounted to NOK 70 million as against NOK 84 
million for 2006. The pro forma figures above correspond respectively to EBITDA margins of 12% 
and 20%.   

. 
� EBITDA for Petroleum Services in Q2 2007 was negatively impacted by delays related to the 

Bredford Dolphin, Transocean Prospect and Byford Dolphin drilling rigs (estimated at NOK 17 
million for Q2 2007) as well as investments in integration and business development.   

 
� EBITDA for Drilling Services in Q2 2007 was negatively impacted by slower ramp up than expected 

in production of drill pipes at the Mongstad factory (estimated at NOK 12 million for Q2 2007). 
 
� Loss after taxes for the 2nd quarter of 2007 was NOK 25 million (excluding profit from sale of AGR 

Consultants of NOK 126 million) compared with a profit of NOK 12 million in the same period last 
year. Pro forma profit after taxes for Q2 2007 amounted to NOK 18 million compared with NOK 3 
million in 2006.  The figures are affected by depreciation and amortisation of excess values in 
relation to acquisitions and spin-offs completed in 2005, 2006 and 2007.     

 
� Net interest-bearing debt was NOK 953 million at the end of Q2 2007, and the equity-to-assets ratio 

was 31%. On the same date in 2006, net interest-bearing debt was NOK 659 million and the equity-
to-assets ratio was 33%.  

 
Employee presence for the second quarter of 2007 was 98.9% compared with an industry average of 
96,9%(1)(2). 
 
On 2nd May 2007, AGR was awarded a further contract to provide RMR equipment and services to 
Hydro on the Norwegian Continental Shelf.  The contract covers the drilling of two wells in the Vilje field 
using the Deep Sea Delta rig.   
 
On 15th May 2007, AGR signed an agreement to sell 100% of the outstanding share capital of AGR 
Consultants AS with subsidiaries to V People Ltd. for an enterprise value of NOK 220 million. The 
consideration is being paid in cash.  The transaction was completed on the 12th June 2007.  V People 
Ltd is based in Aberdeen, Scotland and is part of the V.Holdings, a group of companies with global 
coverage and offices in 68 locations in over 30 countries, serving 300 major clients and employing 
1,600 permanent staff and nearly 25,000 contract staff 
 
On 15th May 2007, the company formally changed its name from Ability Group ASA (AGR) to AGR 
Group ASA.  
 
 
 

 
(1) Based on figures from Statistics Norway for Q1 2007 
(2) Excludes RES Kazakhstan ltd (branch).  Efforts has been initiated to include the company in the group in the statistics 
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On 25th May 2007, AGR signed a five-year worldwide partnership agreement with GE`s pipeline 
inspection and integrity services, with an estimated value of NOK 150 million. The agreement covers the 
deployment of AGR PipeTech’s in-line inspection tools and services. The PII Pipeline solutions business 
of GE Oil & Gas is the world’s leading provider of pipeline inspection and integrity services. 
Under the arrangement, AGR will provide inspection services and project management for pipeline 
inspection projects up to 10 kilometres. PII will undertake inspection for larger projects, as well as 
providing data processing and analyses for the full range of projects. 
 
On 13th June 2007, AGR ordered five additional RMR units to be delivered between May and August 
2008. The decision, reflecting the increase in demand for RMR equipment and services, will bring the 
number of available units to 30. 

Applied accounting principles 
This quarterly report is prepared in accordance with International Financial Reporting Standards (IFRS) 
and the standard for quarterly reporting (IAS 34). The quarterly accounts are based on the current IFRS 
standards and interpretations. Changes in standards and interpretations may result in other figures. The 
same accounting principles as for the most recent financial statement are applied throughout this 
document. 

Income statement – 2nd quarter 2007 
Pro forma operating income for the 2nd quarter of 2007 totalled NOK 604 million, up 44% from NOK 420 
million for the same period last year. The growth stems from acquisitions completed in 2006 and 2007, 
as well as organic growth within key growth business areas.  All business areas experienced growth in 
operating revenue during the period. 
  
AGR achieved a lower pro forma operating profit (EBITDA) margin for the second quarter 2007 (12%), 
compared with the second quarter 2006 (20%).  The main reasons for the reduced margin were delays 
within Petroleum Services related to the start-up of operations for the two UK-based rigs, Transocean 
Prospect and Byford Dolphin, as well as continued delays in the upgrading of Bredford Dolphin. 
Bredford Dolphin began operations during the first half of July 2007. The total estimated negative 
EBITDA effect of rig delays in the second quarter is NOK 17 million.  Also, during Q2 2007, AGR 
Petroleum Services had additional investments in integration and business development.  EBITDA for 
Drilling Services in Q2 2007 was negatively impacted by slower ramp up than expected in production of 
drill pipes at the Mongstad factory (estimated at NOK 12 million for Q2 2007). 
 
Net financial expense in the 2nd quarter 2007 was NOK 18 million compared with NOK 20 million pro 
forma in the same period in 2006. Interest expense on senior bank debt was NOK 13 million, while NOK 
4 million stemmed from net losses on interest rate swaps and currency changes.  NOK 1 million relates 
to bank fees for the funding of the F.J. Brown acquisition.   
  
Profit before taxes amounted to minus NOK 34 million for the 2nd quarter of 2007. Taxes in the second 
quarter of 2007 were NOK 9 million, resulting in a profit after taxes of minus NOK 25 million for the 
period. In the corresponding period last year these figures were NOK 17 million, NOK 5 million and NOK 
12 million respectively. Pro forma figures for the 2nd quarter of 2007 were NOK 28 million, NOK 10 
million and NOK 18 million. 
 
Earnings per share for the 2nd quarter were minus NOK 0.36 (NOK 1.63 including results and a gain 
from sale of AGR Consultants) compared with NOK 0.30 in the 2nd quarter of 2006. Pro forma earnings 
per share for the 2nd quarter 2007 were NOK 0.26 (NOK 2.24 including results and a gain from sale of 
AGR Consultants) compared with NOK 0.04 for the same period in 2006.   
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Balance Sheet at the end of 2nd quarter 2007 (actual) 
The Group had a total balance of NOK 3,176 million at June 30, 2007, compared with NOK 2,424 
million at 31 December 2006 and NOK 2,094 million at 30 June 2006. The change is mainly due to 
company acquisitions and the spin-off of AGR Consultants, investments in RMR equipment and 
machinery, inspection equipment and equipment for the Mongstad drillpipe factory, as well as increased 
working capital, reflecting a generally high activity level.  
 
Net interest-bearing debt for the Group was NOK 953 million at the end of the 2nd quarter 2007 
compared with NOK 713 million (excluding funding for the Upstream Petroleum acquisition) at the end 
of 2006.  At the end of June 2007, the average interest rate was 5.41 per cent.   
 
In May 2007, AGR entered into a swap agreement for NOK 92.0 million with a fixed interest rate of 
5.27%. This is in addition to the swap agreement entered into in September last year for NOK 450.0 
million with a fixed interest rate of 4.33%.  At the end of June 2007, fixed interest bearing debt 
constituted 50% of total interest bearing debt. 

 
As at 30 June 2007, the Group’s equity was NOK 989 million compared with NOK 902 million at the 
year-end 2006. The equity-to-assets ratio was 31 percent. 
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Cash-flow – 2nd quarter 2007 
The Group had a total net cash-flow of minus NOK 99 million for the 2nd quarter of 2007 compared with 
NOK 122 million for the same period last year. Cash-flow from operating activities amounted to NOK 15, 
while cash-flow from operating activities in the 2nd quarter 2006 was NOK 80 million. The main reason 
for the difference between EBITDA and cash flow from operating activities in the 2nd quarter 2007 is the 
net change in net working capital and tax paid.  
 
During the 2nd quarter of 2007, cash-flow from investment and financing activities were minus NOK 18, 
(including the sale of AGR Consultants of NOK 245 million and the acquisition of F.J. Brown of NOK 153 
million), and NOK 102 million respectively. For the same period in 2006 these figures were minus NOK 
574 million and NOK 615 million.  Figures for 2006 included the acquisition of Peak, Technology Design 
and RES.  
 
On 30 June 2007, cash and cash equivalents amounted to NOK 125 million. 
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Segment information 
The Group has established a new business area, Field Operations, consisting of the two previous 
business areas: Project Services (PS) and Integrity Services (IS).  Consequently, the Group reports 
segmented information on the following business units: Petroleum Services, Drilling Services and Field 
Operations.  Historical figures for Field Operations are consolidated, embracing PS and IS but excluding 
AGR Consultants.  Furthermore, the Group reports information regarding allocation of operating income 
in terms of geographical areas. 
 

Business segments 
(1)
: 

 

 
Note (1): For comparable figures, please see Appendix C   

 
As the table above shows, the 2nd quarter of 2007 yielded positive pro forma EBITDA for all three 
business areas.  Group costs were higher than expected for the quarter, NOK 14 million, compared to 
NOK 5 million in the same quarter last year. 
 
EBITDA for Petroleum Services for the second quarter of 2007 was NOK 40 million, compared to NOK 
50 million for the same period last year.  The Q2 2007 figure partly reflects the distribution of the well 
pipeline in 2007, which indicates a higher activity level for Q3 and Q4 2007.   
 
Also, second quarter was negatively impacted by delays related to drilling operations on the Bredford 
Dolphin, Transocean Prospect and Byford Dolphin rigs, all expected to start during Q1 2007. The effect 
of delays is estimated to be NOK 17 million for the second quarter. Operations on Transocean Prospect 
started at the end of May while the start-up on Bredford Dolphin was mid-July. Byford Dolphin is 
expected to begin operations in August.  Also, Petroleum Services has invested in integration and 
business development during the quarter. 
 
During Q2 a new contract was awarded for a drilling campaign starting in the third quarter 2007, with the 
Ensco 85 rig drilling for Sterling on the UK Continental Shelf.  The operations involve the drilling of one 
well and are expected to be finalised in 45 days.     
 
Currently, firm backlog indicates 55 wells drilled for 2007 within the drilling management operations. 
These include 11 wells under FJ Brown management. The Group’s order pipeline also includes 41 firm 
wells for 2008.  In total, the prospect list consists of 276 wells of which 27% relate to 2007 and 56% to 
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2008.  As was the case in 2006, rig availability for our clients is expected to be the main challenge over 
the next 12 months.   
 
During the last quarter, AGR managed five drilling operations, including operations with the Ocean 
Spur, the Noble George Sauvagneau, the Wilcraft, the Transocean Prospect rigs and the Stena Clyde.   
 
Drilling Services increased EBITDA for the 2nd quarter 2007 by 42% compared with the same period 
last year.  The main driver for growth is the RMR.   
 
During the second quarter of 2007, Drilling Services experienced continued interest in the RMR both 
domestically and abroad.  In May, AGR was awarded another contract to provide RMR equipment and 
services to Hydro on the Norwegian Continental Shelf.  The contract covers the drilling of two wells in 
the Vilje field with the Deep Sea Delta rig.  As a result of the continued interest, AGR ordered five 
additional RMRs to be delivered in the May-August 2008 period.  These new RMRs will be numbered 
26 to 30. 
 
The current prospect list consists of 228 wells.  By the end of June 2007, AGR had 14 RMRs available 
for operations, four were under mobilisation and four were in operation.  By the end of 2007, AGR 
expects 20 RMRs to be available for operations.  During Q2 2007, NOK 65 million was invested in RMR 
equipment.  
 
During the second quarter 2007, tests on the hardening process were successfully finalised at the 
drillpipe factory at Mongstad.  Production of 75 drill pipes a week with one shift will be initiated at the 
beginning of August.  However, slower ramp-up in production has negatively impacted Q2 for Drilling 
Services with estimated MNOK 12. 
 
Field Operations (excluding AGR Consultants) experienced 20% lower EBITDA performance in the 2nd 
quarter compared with the same quarter last year.  Investment in integration reduced EBITDA for Q2 by 
MNOK 5.  However, both the inspection and the maintenance planning businesses continued the 
positive trend in future demand from Q1 2007.  
 
Also, figures for Q2 2006 were positively impacted by some larger projects, including the Åsgaard 
project (pipeline inspection). 
 
In May 2007, AGR signed a five-year worldwide partnership agreement with GE’s pipeline inspection 
and integrity services business.  Under the arrangement, AGR will provide inspection services and 
project management for pipeline inspection projects up to 10 kilometers. GE’s pipeline inspection and 
integrity services operations will undertake inspection for larger projects, as well as providing data 
processing and analyses for the full range of projects. 
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Geographical segments: 
 
The operating income from outside Norway has increased from MNOK 28 in Q2 2006 to MNOK 361 in 
Q2 2007. This represents an increase from 16% to 60% of total operating income. The increase stems 
from acquisitions completed during 2006 and 2007, the sale of AGR Consultants, and organic 
international growth. 
 

 

 

 

Bergen, 30 July 2007 
 
 

Board of AGR Group ASA 
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Appendix A 
Kvartalsrapporten følger IFRS / The quarterly report is according to IFRS, ref IAS 34.   
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Appendix B 
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Appendix C     
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