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Board of Directors’ Report




v ! Board of Directors’ Report

] The sales pnce was approx ,TGJV Z$1575i.ij‘nill,i(;3n. - overcapacny over severa| recent years. Smce 2001
--PGS-expects 'to récognize rtra operations = ' * el into.2004 & strong increase in demand
'”',from Janua " . ontract sezsrmc has been oftset by a steep

N ,among others Chcnese compame play
: 5|gn ﬂcant roie espeually in ASla

‘ |n 2004 PGS Onshore had aH |ts actlve crews and
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Board of Directors’ Report

«the end of the fleld s hfe The amended contract \s
roductlor\‘mcentwe ‘based but contams at
imum-day | rate prov«swn of $125 OOO per

|ent late saleé S
% IO $206 0




Board of Directors’ Report

.level of the field. PetrO/ar/ /had revenues of $ 3 payments fr m Pertra t Productlon for the use of

" mllhon in 2004 compared to $677 mllhon |n:200

to a Iabor confhct on. the NCS but
i pact was hmrted as PGS receive

- |n€2004 colmp:a‘ red

mllllon in 2003

‘satvage value
séismic vessels

Operatmg costs excludmg depreuatlon amortxza-

t:on and other (lncome) expense totaled $708 Q- v

mcrease of $66 4 mﬂhon The lncrease re oA tizat aip ‘
prlmarliy to lncreased operatmg costs for L reve ) 5 004 compared to 69 % in-
004 lncluded ‘an addmonai

JrE.




Board of Directors” Report

nProwsnon for rncome taxes was $28 & mx\llon in. ‘T e Company s i erest bearmg debt consusted of

‘debt durmgy2005

©.¥he: Company has a $110 rmlhon Two- year secured
workmg caprtal facrlrty (matunng March 2006) $7O
T h

ments t"' provrde audlted 'S, GAAP )




Board of Directors’ Report

o

< pen mterest rate swap agreement in the :
) Aaggregate notnona( amount of $10. 3 mlllton whigh-
ﬁdoes not quahfy for hedge accounttng The market

; _adequate hqmdxty and that hqwdlty rlsk s at




1 Board of Directors’ Report

“anagement and reportm K
{ '1'0 ‘of busmess performance forall




! Board of Directors’ Report

new Envnronmental Management Manuai m Im' o
,wnh the: ISO 14000 reqwrements and expecta-
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Board of Directors’ Report

As part of the 2003 financial restructunng 'the :, . OUﬂOOk

Extraordrnary General Meeting resolved that
Board decrsrons on certarn specrfred malor

o of’ years of over- -
: "frcapacrty the’ marlne
‘seismic market r
'balance’ hasim
roved, a’s*_‘rejﬂe_ ed
nmcreased mdus— .
.. try ofder backlog .
" and margms R

PGS commltted to malntar h
b o corporate governance We beheve thateffectrv
rpotate’ governance rs essentral 1o, the Well
sing: of the Company and establrshes the !
amework by which: we conduct ourselve :
dehvenng services to our customers and va}ue {
- our shareholders i Sesatn

: : s P competrtrve advantage and market |ead|ng . f: R
PGS 1s regrstered in Norway as a pubhc hmrted "posmon At the same- time; PGS will continue to .
“company. and the Company" s*governance model is’ " manage its business'i in a fmancsally d|SC|pI|ned
IR buﬂt on Ngrwegian corporate law. PGS alss- . 7V"-‘manner—focusmg Snemprovement in returh on
adheres o requrrements apphcable 1o forergn R _capltal employed cash generat«on and prudent
- regrstrants in the U.S., whére. the Companys Y T LR
ADSs are publrc{y traded |ncludrng the NewYork w

| PGS:BOARD OF DIRECTORS' AERG




Board of Directors’ Report

F'.Tﬁé,cémgahy‘é.F‘PSCé éré all e')‘('p\gc':tedt_q
continus pfodueing on’ eXisting assigrments
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Notes to the Consolidated Financial Statements 2004

in the Umted States S GAAP ) and in order o perform T

i |mparrment revrews for rts N GAAP ﬁnancral statements made a

full valuatton usmg external experts of all. rts srgmﬂcant assets and

:habrhtles with a Basis. rn‘ the restructured enterpnse valug, S«mﬂarly

the Company adopted a new N. GAAP standard for lmpaxrment of

iAssets effective January ‘l 2003 in total the Company recogmzed

- the folIowrng |mpa|rments under N GAAP in- 2003 $241.5 million in.

f multn-cllent library, $367O mrlhon xn roductlon assets $129 r mlihon

.7in streamier flest assets.ari :
See Note 32 for furth

eta|[s_of these |mpasrments

Restat me ts: : : Co -
JThe: Company flle its Annual Report on Form 20- F for the year
~ended December 31 2003, including audited financial. statements )
The Company has prepared its consohdated financial statements . ‘undef U.S. GAAP for the years ended December 31, 2003, 2002 and' L
“in accordance with accountlng principles generally accepted |n G '2001 -oh'November: 16, 2004. In Connecnon with frnahzmg the .
Norway ("N GAAP ). The Fmanmai Statements are presented in. US ¢ = audited financial statements in accordance with U.S. GAAP PGS
Doilars [ 58 ) whlch is: defined asthe reportlng currency ’ s " . restated prevwously pubhshed U.S. GAAP audited consolidated
’ As more; fully descnbed in Note 3 the Cornpany sotd it Atmancxat statements f .;the year ‘ended December 31, 2001
The prevnously rssued Norweglan GAAP audited. fmanctal
: ‘statements for 2003 vvere lssued subject to ad]ustments that could

Companys headquarters are “at Lysaker Norway Se further
dtscussxon -of the Company 5-services in Note 4.,

vnd clase(frcatnon of transactrons ]
S: Such changes mclude
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Notes to the Consolidated Financial Statements 2004

‘ prev:ous!y zdentlﬁed PGS is commmed to remedlatmg the materlal
weaknesses and deﬁcaencnes in mternal comrols over ﬂnancxai

i ngorway, have establ:shed transmon rules
m the U.S and

i cludmg 2002, io defer adopting IFRS
: ased on |ts hstnng and reportmg_

. As dlscontmued operatlons Revenues and expenses are excluded
from revenue and expenses of the Company and reported sepa—
el rately as a one line, |tem inthe-consolidated statement of operatlons

L net of tax Assets and hablhnes are presemed as separate Ime «tems-‘,




Notes to the Consolidated Financial Statements 2004

o‘ reﬂect thls accountmg (see Note ‘l and 10>

e for doubtful accounts reﬂects manage-
f probabie losses mherent |n accounts

deprecuatcon nghts’ o,the assets an
the related {ax beneflts Under the S

~are recorded as other ong -term Iaabnmes while net pensuon assets

on overfunded plans are. recorded as other long—term assets n‘ |t is,.




Notes to the Consolidated Financial Statements 2004

' multl-cllent llbrary bemg recorded and evaluated separately Pro;ects C A lntegral component of amortrzatlon of the multi-client Ilbrary is
'that are in the same polmcal reglrne wrth srmllar geologlcal tralts =T the mlnlmum amortlzatlon pollcy “Under this policy, the’ book value
and that are marketed collectlvely aregrecorded and evaluated as a ] . of each’survey'¢ or group of surveys of the multl-chent Ilbrary is .-

t i reduced to a specufled percentage by year—end based on the age of

momzatlon perlod'from’ sight years for manne surveys and five
jears for onshore SUrveys to five'years-for both’'marine “ahd onshore
prolects from e end of the year-of completlon {theyear when the
project-is completed 2R processed data is ready an avallable for

% .use) and three years for derivative processed prolects lprocessrng or’
e ’rocessmg that creates ‘data that can be marketed and sold as an’,

‘ addltlon -the" extstlng llbrary) from the end of the year of comple-
tion Exrstlng manne surveys. were accorded a transmon proflle that .
W|l| generally shorten thelr remalnlng mlnlmum amortlzatlo‘ perlod

' by one yéar as: compared to the prevrous proflle ;
The’ specnﬁed percentages -of the total capltallsed cost the = "
Company used to~determlne the maxnmum book value Q s mult )
cll‘ent llbrary components are’ summanzed as follows ’

"New surveys 7" L - - » SRR

E ,lvl’a]rine“ R
Profile”™ - Profile "

Y surveys. o




Notes to the Consolidated Financial Statements 2004

Seismic vessels. :
‘Seismic and operatrons computer equlprnent E
_FPSO vessels and equnpment

Butldlngs and related leasehold lmprovements
leture furnlture, ﬁttlngs and ofﬂce computers

Effectave January 1, 2003 the Companyv_ opted the successful
efforts method of: accountlng “for il and: natural gas propertles
Under th sn method all costs of acqulrmg unproved cil and natural

Re]} and natural gas, reserves is applled to the. remalmng net book
' value of such propertres Oil and natural gas reserve quantrtles repre
-sent estlmates only and there are numerous uncertainties inherent .
.in the' estlmatlon process. Actual future productlon may be materi--

numbers are updated quarterly by the Company and verlfled at le st
= annually by mdependent reservonr englneers Geolog|cal and T
geophysrcal costs are, expensed as mcurre'

hereby the ratlo of annual productron to beglnnmg of penod pro" ed:

‘Other Long-Lived |ntang|ble Assets.

vt-_“Other ong- lnved intangible assets generally relate to direct costs of -.
v sof‘tware product development patents royaltles and lzcenses

; related 10 asset removal obllgatlons) and ;j
X et penslon asse ts on overtunded plans

‘_‘Impalrment of Long leed AssetS' O T
Long llved assets (mult|—cllent llbrary, property, plant & eqmpm

he prlce ‘of. orl for natural gas ln assesSlng lmpanrment the carryrng

s values.of’ assets or cash- generatlng units are compared to'their.
: recoverable amounts defmed as'the higher of. estrmated sellmg
"~‘pl'lce and value in use. Value in‘use is computed based on discount-

.- ed estimated: future cash flows Impalred assetsare vvntten down to-..
ally dn‘ferent from amounts estlmated and such dlfferences could 7% :

materxally affect future amomzatlon of. proved propertles Reserves

thelr estlmated recoverable amounts

, f-‘ See turther detalls on multl—cllent llbrary above

' ‘Loss ContractS'
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Notes to the Consolidated Financial Statements 2004

‘ ments or expected future cash ﬂows assocrated Wlth the purchases o pro;ect and revenue is recognized based on the ratio of the project’s -
" of property, plant and equrpment The Company may- also‘use . o progress to date to: the total prorect revenues, prov:ded thatall
denvatrves to manage exposure to comm dlty prrc Hluct 1 nltron crltena are sat:sfred

de

rsmrc data.is the exclusuve property of that
v recogmzes proprletary/contract revenue _—
’Jperformed and become chargeable to the L
portionate performance; ‘basis dver the term-of _
g éSSlIS measured ina manner generallyconsrs- )
b progress. of thé pro;ect and revenue: T
the ratlo of the prolect s progress o dat ] to the‘

o) Oth eop! ERE -
Revenue from “othér. geophysxcal servrces is recognrzed as the :
servrces are performed provrded all other recognition cnterla are o

vice y
R ble E nd«COlleCtlblllfy is. reasonably assured The Co pany def 'rs th

o unearned‘component of payments ceived from ustomer fo .
’ Vi -the revenue recognmon requlrements have not bee me On

2. Productlon Servnces" - - :
58 i venue from the Productlon servrces is. recogmzed as
productlon occur whrle day-rate Tevenue is’ recogmzed over: the

passage ‘of time, provrded all: other recognmon cnterra are satlsfred

relatlve ‘talr values The adoptlon ot EITF O
Gial posmon or results C

3. Revenue Prod 'cts (Pertra) . .
y ; the Company () ownershrp of productlon hcenses is
: recognlzed»when ownershlp of produced oil passes to’ the customer

(a) Sales of Multr Clrent Lrbrary Data : 4 : i =
" Late sa!es “The Company grants a llcense toa customer Wthh B Capltallzatron of costs assocrated with a revenue contract l’s‘;llmited

: entltles the customer to- have access toa specn‘lcally deﬁned portron' . tothe deferred revenue related 16 the contract.

RSO of the multi-client data I|brary The customer 's license payment |s - . inthe Consolldated Statements of Operatlons re|mbursements
s .' . ‘flxed and determlnable and’ typlcally is requlred at the fimes that the ; receuved for expenses incurred under a contract are characterlzed as
< ||cense is granted The Company recogmzes revenue for late-s les R "»‘ .. révenueHn lrne with EITF 01-14 “Income Statement Charaoterlzatlon .

when the customer executes a “valid license agreement ‘and has™ . of Relmbursements Received for. "Out-of- Pocket’ Expenses lncurred
been granted access to the Ilcensed”portlon “of the muilti- lentﬂbrary is also onsrdered to be in accordance wrth N GAAP .

liability th perlod whei ]
nstalled at the o) oductlon locatron) When the llab|l ty is
[ ntrty putallzes the cost: by |ncreasnng the




Notes to the _Consolida‘ted Financial Statements 2004

‘ Over tlme the Irabnhty is mcreased for the change in ts’present
value each perrod and the caprtahzed cost is de 'recnated over the

J al gas productron facrhtles
eitas contractuat The ass

y _thrs subsrdrary in 2003
"o In December 2003, the Company sold its whoHy owned software
. company PGS Trgress (UK) Ltd. fora deferred compensatlon of
) -approxlmately $1.8 m|ll|on payable dunng 2004-and 2007, off whlch

: the first payment was" recelved in December 2004.The Company

. ‘may also receive addrtronal contlngent proceeds based on perfor— -
‘t‘mance of the cornpany through 2006 As of ‘December 3t 2004 the

’ Company ‘Rad not received; any such” contmgent proceeds The ; L
Company recognrzed no net ‘gain-or’ Ioss on the dtsposa! olegress A

Consolldated Statements of Cash Flows and Consolrdated
. Statements of Operations: . - S
ol The Company s, consohdated staternents of cash fows is. prepared

dance wrth the lndrrect method where cash ﬂows from

Company recorded an addmonal‘$4 8 rnlllron xn loss on drsposai y

“Production
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- | Notes to the Consolidated Financial Statements 2004

N A reconcmatlon of lncome (loss)
presented in the consolrdated statements.of op atr

before mcome taxes as reported above and lncome Ioss) ‘_from_discon,tinued operations, net of-tax, as -

ons is as: follows

Years ended December 31,
2003 L 2002

(181288) “f@

o d’ Mar )

"mllllon ‘th & gam totalllng approxlmately above $140 m|l||on based
;,on book value fnet assets of Décember 31, 2004 The Pertra ‘
March l 2005 erI be presented as dlscontmued

) Du g August 2002 the Company purchased .
: mterest in:PL038 o the! Norwegran ‘Confirgntal Sh elf of
Sea “The, mterest was purchased from Statorl (28%) nd Norsk y

Se no e.4.for selected
years nded December 31 3‘2004 3003 and. 2002 In addltlon lncome

before income 1axés for these years were $26.6 million, $31.7 .~
d$3. 2‘ mrllron and; tncome tax expense were $ mrlhon o

L The prmcrpal markets for the Production segment aré the UK arld
‘Norway. Pertr produces its ailin Norwegxan waters, but oil is-sold™
A-asva commo Y worldede The Varg field (PL 038) whrch is 70% DRI
rated- by, Pertra s produorng usxng the: FPSO Petrojar
'ned and operated by the Company ) Productlon

: Marme Geophysrcal whlch consrsts of oth- streamer-.an
diti-client ibrary. and

panies
dServ es/Corporate Slgnrfrcant harge_'




&~ -Elimination.

" ‘Adjusted EBITDA (¢

L (329 767)
LT T (287 866)
s, ‘net oftax:’ .

{76 280)

< (33 063)"

L @33en)

S (1se3) | 4274777
= 1479068
(5000)" -~ 460458

1740876

4

{1593):
Lo ieab312)
L (50007 (718819)

3048~
L UG BBAY
= L (21B7349) g -




Smce the Company provsdes servrces woridwn )
_miobile, and the respectlve locatxons at, the end of the penod {as listéd i in the table below together with mu!tr—chent library and oil.and natural
igas assets) ar :not necessanly rnd|catlve of the e nlngs rejate 'property and e ‘unpment during the perlod The geographlc classmca-

Notes to the Consolidated Financial Statements 2004

the’or and natural gas rndustry, a substantral portlon of the property and equrpment is .

catioh:of: performance

ln_ the case of mult:-chent selsmlc data sales the

- Ehmmano
Mrddle ‘East- - aff

Years ended December 31
: 2003 :

12% -




Investments and advances to associated cormpanies accour

“Owinership

) Book value percent as of

Years ended December 31

2002
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Notes to the Consolidated Financial Statements 2004

BEST AVAILABLE COPY

IncomeTaxes

Thefprows:on (beneﬁt) for |ncome taxes consrsts ‘of the followrng G :
: SR Years ended December 31

| (in thousands of do//ars)

) before rncome taxes (mcIuswe of dlscontmued operatro

{ln thousands of dol/ars)

: Years ended December 3‘1

"Income (Ioss) before mcome taxes e

Norwegianistatutory rate "
Prowsron (benefit) for income ‘taxes at ‘the' tatutorv rat

: flncrease (reductron) iri income taxes from: ‘
: _Foretgn earnings taxed at other than statutory rate :

Petroleum surtax (a) B
Prior, vear adjustments related to exit shrppmg tax

o regime, unreeolved issues, etc. (b)- .
Unreahzed exchange losses (permanent d:f‘ference)

:Permanent itéms, lncludrng 2002 goodwrll lmpalrment

»Deferred tax ass ets not. recognrzed in balance sh ¢

ncome . tax exbense :

(528 e .
1263 954)"

: (2'5'1 -7"{30) ‘

(7°423) _ .
16 911 B

o 55273‘.‘
Coesie - o Anes
(51667~ 130020
' 131983

- (498‘3?3) o




i  Notes to the Consolidated Financial Statements '2004

December 31

. The Norweglan CentralTax Off\ce (CTO) has not yet frnallzed the tax assessment of PGS Sh pplng AS and PGS’ Shlpplng (IOM) Ltd (the latter
: bemg taxed as'a CEC in"Norway) for 2002, when the. companles thhdrew from the Norweglan tonnage tax reglme The pendlng issueis
; related to fair’ value of the vessels"owned by these compames (10 seismic vessels and the FPSOs Petro;ar/ Varg and Ramiform Banff. The
Company based such exut on third party valuatnons whlle the CTO has ralsed the issue whether the Company s book values at, December 31 ’
‘ 12001 would be mo = approprlate as. baS|s for computlng th :tax eﬁects of. the exit. Any lncrease ot exit values will result in an mcrease of ,
: taxable exut galn and a correspondlng lncrease in baS|s for future ta deprec\atlons The Company estlmates that if the CTO posxtlon is upheld o
) 'taxes payable for 2002 wuthout conSldenng mmgatmg actlons} could lncrease by up to $24 mllllon The Company believes’ that its calculatlon
- bas ' for exi g ) using acceptable pfi ind will to increase taxes payable e

]

ars ended December 31 -
: T A003 12002




-FPSO shutt ‘and ¢ storage tankers
: Operatxons computer equlpment
. Buildings . .
o letures furniture and f|tt|ngs




Notes to the Consolidated Financial Statements 2004




Buildin'gs(-/ .
o sother

Years ended December 31 -
' © L2003 2002 ..

104765 '123056,:‘ 32818
. Thzoes. ¢ 31528




Notes to the Consolidated Financial Statements 2004

. :The followmg table summanzes rmparrments charges amortrzatron and capltahzatron o ‘mterest and deprecratlon related to multr«:hent
' llbrary : . . R . . :

Years ended December 31

-'A (/n thousands of do//ars)

o lmpanrment charges (not
: Amomzat:on expenses (4

*. .During 2005~ 7,
. Duiing 2008 - ¥
" During 2007-
i During 2008
iy
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Notes to the Consolidated Financial Statements 2004

Other Current Assets "
; 'Other‘;cfjr‘fiantﬁa’s_‘sgt‘s'cohjsist of'the"‘fol!owi'ng:

December 3‘]. )

004 ... 2003
13083, “187200.0
2840 0 11348
sE21 11250

“oeBy ¢ =

5037_ 5377
: §123

‘use PGS sefsmlc‘data in the Nortn Sea: The Company owns ap-
‘ proxtmately.?é’% ‘of the shares in‘the Endeavour which had an-.

ong«nal cost pnce of $3.8 million. ‘Under the terms ofan agreemenr )
- with Endeavour the Company may not se!l any of its shares for the-
v first twe/ve nth from the conversion date {February 2004); from

: twe/ve to twenty ~four months the Company may sel/ up to-one rhrrd
: of its- e utty per quarter Revaluation of the shares (a gain of $5,9 mr/—
liorin. 2004) has been recorded directly to shareholders equ«ty fsee
consol«dated statements of changes in shareholders equ«ty)

20 Restncted Cash

) Restrlcted cash constst of o
’ <" December 31,

: '(m th'ousands of dollars) : ) 2004 " 2003
’.Current ' : S : » ’ .
B«d/performance bonds - - S 11eva 27265 -

Restncted payroll wuthholdmg taxes | ST 4323 - 4.027 -




Notes to the Consolidated Financial Statements 2004

E Shareholder Informatnon

- As, of December 31 2004 Petroleum Geo Serwces{ASA a sf 3P NOK 600 mxlhon dxvnded on a total of 20 000 OOO shares of

 Total. sha}es e

3404070 - -
13194865 -
.:."_'1012‘.444 f

. 752,333

: N AB4 080N
. Goldman Sachs nternatlonal (nommee) T R ’ 432.643 .-
R State Street Bank &Trust Co: (nommee) . ; - '348‘6‘21 )
. . . . : : S 306906
‘ > L .0.1.293879.: ¢
- Vital: For5|knng ASA - 4 : Cvi08a230 ..
" Odin: Norden RIS S i : A G 278 3po_.‘ o
‘ \ i : ’ 253767
217213
210678
200000 . -~
71796910
013 883

20 OOO ‘000

,December 31 2004 o
Ownershnp percent




{in ~‘thr;&sarldsl Qf-,o;;jtiens), -

Tax commgencues -

- ;PGS BOARD OF DIRECTORS! REPO

: ln connect|on wrth the res‘rructunng of the Company in 2003 all shares in the Company were cancelled (see Note 25-for addmonal mforma-

e Companys key employees and.directors, were also cancelled No new agreements :

. A Welghted average'
- Optibn's . exermse price;

ez NoK
451 NOK
“135NOK -~

December3l o

Asset retlrement obllgatlons

. ‘;$40 moillion:o ) Gash dlstnbuted by PGS of wh|ch $179 mll |on 4
-,wa‘ dnstrnbuted |n Decembe : 2003 and the remalnder |n May

ST ANDFINANCIALSTATEMENTS 2008
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Notes to the Consolidated Financial Statements 2004

shares) for $85 million ($14 17- per share) in the rights offering.
Ownérs, of $144 million of trust preferred securities rececved 5% -
q OOO 000 of the new-ordinary shares. o
nterest beanng debt of-the. Company post’ restructurmg ‘was -

18 million, a reductron of 3 283 mtllron The-financial restructur— )
o} volved only the parent compg ny and’ drd not involve operatmg *r
i anes whrch contnnued full: operatrons leaving customers, | .
: vendors emp|oyees and subsrdlary credrtors unaffected

n accordance wrth the plan, the existing share cap|tal cons»strng

of 103.345 987, shares par-value NOK 5, was cance!!ed and--
20 000 000 new. ordlnary shares par value NOK 30, were rssued
) The pre—restructurrng shareholders recerved 4% ol 7800 OOO of the
. new ordrnary shares (one new share per 129 old shares) ‘as well as
the rrght 13 acqurre 30% or-6 000 000 of. the riew ordrnary shares '
1 500 OOD of whrch were comrmtted to shareholders underwntrn
_the rights: offenng and ‘4 500 000! of whnch were avarlable 10° all pre-
’ restructurlng shareholders on a basns ‘of ne new share per 23 old

Long-Term Deb
Long term debt consrsts of the followrng'

) (ln thousands of dol/a )

Un"s'ecgr'ed:'-.'
"10%.Sénior Notes
8% Semor Note
Lrbor + 1 15% Unsecured senlor term Ioan

Secured ol L
-8.28% First Preferred Mortgage Notes due 2011',;'

Other loans, dus'2005 - 2006 . .

>

(18512)

sed Ao"méke fmal debt ‘service payment when the 8. 28% Notes are ’
ited. The.8: 28% Notes are not callabte until June 2006 and-are”

; lable thereafter at par. pius a make who\e premlurn based on US
reasury rates pius 0. 375% o .
“In May 2004, the Company repald rts 1oan of $4 8 mlllron whrch

i(In thousadds ofdollars) . December31 2004 '

Yearofrepayment o ‘ ST
-2005- S : 17 828

9008 L - 263 231 a3 o S _had an: orrgmal rnatunty date in 2011
2007 ' 12900 o :
.. 2008 . P 14040 - - i Bank Cred|t Facrlrtres .
2009 R : o 15160, s 'In‘March 2004 the | Cornpany entered into a secured $11O 0 mrlhon
Thereafter B ) . 779859 credit’ facmty consrstrng ‘5t 2:$70.0. mtllron revolvmg credit facrhty and-

‘Total . - . o 0o - ‘. o __‘a' $40.0 million letter of credrt facility. The Company tnay borrow us
i ) el 'Dollars under the revolvrng ‘credit fac:lrty for working capltal and
’ general ra e‘purposes and the letter of credrt facmty can be




vt it
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thrngs payment of dlwdends abrllty to place Ilens on Company : ‘addition PetrOJarl Varg and the shares of KS Petrojar! 1 AS and Golar—

assets the. amount of subsrdlary frnanc1al lndebtednes i ertaln sale/ Nor Offshore AS, 98.5% owners of Petrojarl 1, are pledged as

leaseback transactions; certain transactlons wrth afflllates | 'secunty for the $ 110 rhillion bank credit facility: The book. value of ©

ments ln pro;ect companaes rnvestment-ln multr—cllent lrb -"PetrOjarl Varg and shares in-KS Petrojart 1 AS and Golar Nor Offshore
i Y ion at December 31 2004 T -

The Company had aggregate outstandnng letters of credrt and related
ypes of guarantees not reflected in the accompanylng consohdated
»fmancral statements of $3O 1 million and $31 o) mllll n at December
g 31 2’ 4 and 2003 espectlvely -

Subsequent Event
In Febiu; ,ry 2005 the- Company establlshed an addltlonal overdraft
i i ‘rnlllron a part of its. Norwegran cash poollng

On March 8, 2005 the Company sent a hotice of redernptlon
relatlng 10 $175 mlllron of its $250 mitlion 8 % Senior: Notes! due
2006 S Notes"l The Notes in the amount of $175 million, wrll be
N redeemed on Aprrl 7 2005 at'a redemptron price equal 10, 102.00%
“of the prlncrpal amount of 'such Notes; plus accrued. and unpaud ’
: ,rnterest 10 the redemptlon date.

" ‘Decermiber 31,

im004 - 2003

Accrued employee beneﬁts 37659 - 33901

Accrued vessel, operatlng expenses 17 QBO - 25 628

Customer advances and deferred revenue‘ . 12070. . 15 014

tr Accrued ‘Commissions SR S oess 5088

. Accrued lnterest expenses . r g o3 394 Cos 1805
Accrued debt restructunng expenses s : :

D— - . 25320
R

Y ay be affected by. changes ine
'..At December 31, 2004 and 2003

ational: mtegrated orl companles and 1ndependent orl and
mcludmg ‘con pames owned |n whole -or in part ‘by.
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Faeralues of F|nancral Instruments

-The" carryrng amounts of cash and ¢ash equnvalents accounts
recelvable _other current assets accounts payable and accrued -
Qexpenses and other current llabllmes appr_ imate- thelr respectlve

' Foreign Currency Exchange Rlsk Management » .
) The Companv penodlcally enters into forward. exchange contracts
and OptIOl’\ contracts to hedge against forelgn currency exchange

elated to- property and equ1pment The Company is

1o changes in the Norweglan Kroner to US dollar e

L falr values. because of the short maturmes of. these lnstruments _The

S

-The Company_ posed to lnterest rate nsk due to money. market 5
actlvmes relatlng to nnvestments and cash flows Changes in mterest
rates can also’ affect the falr values of assets. and Irabllmes lnterest -

~income. (expense) lncludlng actual interest" payments are affected by: ’
-..changes in interest rates The majority of the Company s busrness )

‘ ;actrvmes are conducted in. USD GBP and NOK This gives. nse 1o

-

) LV|rtually all loans:were: denomnnated in: USD and ap roxrmately 99% of
" thesg: loans had a fixed rate: of lnterest
engages from tifme-to” tlme in.interest rate: e

: were approxrmately ($0 5) mllllon

Forelgn Exchange Exposure

- the Company also applles thls currency for interal | reportlng of key ’
: performance lndlcators o
The Companys net rncome (loss |s affected by changes in .

'rDecember 31 2004

‘intérest rate exposure: in‘these currencies: As at/ December31 2004” Sl T e
] :Co_mmodity-Derivativ

‘W' are exposed 16; fluctua \on
‘have' fluctuated W|dely i

“rnet. productlo 3 o T
-average reallzed prrc\ of $35! ll per barrel n 2003 the average reallzed ;

| price was $29.37 per. barrel

The | atlves a
As at December 31 2004 the Company had outstandmg mterest swap

: greements in‘the aggregate notlonal amount of $10. 3 mllllon Wthh do

: pot’ qual\fy for: hedge ‘accounting. The market value of these agreements

AThe reportlng currency “applied to the consolldated accounts is USD, and -

i pany are‘denc oL el SR
,The*Company S cash ﬂows are denomunated prlmanly in USD NOK

. _Vand GBP The- Cornpany generally attempts to minimize net cash’ flow
. f»‘exposure in' NOK and.GBP through business transactions and currency SR
'hedglng lnstruments .

- based on ﬂuctuatlons ll"l exchange rates, between USD NOK'and GBP :

ttlmes a significant currency risk can exust '

“ The Company dld not have any currency hedglng lnstruments as of

_ydrocarbon pnces whlch hlstorlcall
response 10, changlng market forces Pertra s
in2004 comblned) was’b’ 317 134 bartels, W|th an.

As of December 31, 2004 and 2003 we drd not have any outstand-

“ing dérivative commodlty lnstruments In the first half of 2004 we sold
~forward 950 000 barrels ‘of our second half production atan estlmated :
~average of $30.50per. barre!. Of total amount sold forward; 250°000

barreis sold forward.at an average price of $29.91 per barrel was not yet
dellvered at December 31 :2004 and was’ dellvered in early January

'2005. Estimated fair. value of the contract per December 31, 2004 waes

anet Ilablllty of $2 6 mllllon




Change m plan assets

. . (In thousands of dollars}

F—

s Lot HESIERETID
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‘ December 31
2003 ’

Faar value of plan assets at begnn

Retum or; plan. assets
Employer contrnbut ns

-“Unre gmzed dctuarial loss

recogrized prior servnce cost R
nrecognized-trangition obhganon

Net amount recognlzed as accru

2008

Csgear
(26 254). ¢

Norway
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‘ The Companys pensron plan asset allocatlon at December 31; 2004 and 2003
by asset category, are presented by malor plan group as followsf : o

' December 31,2004 December a1, 2003
(/n thousands of dol/ars) UK -

Falr value of plan assets’

Bonds :
Equrty secuntles
Real estate .

2002 respectlvely Contnb‘utlons to the plan by employees for these .
-periods were $3.1 million, $3.3 mllllon and $3.8 miflion, respectlvely
\{ gregate employer and employee contnbutrons under the "
‘Companys other plans for the years ended Décember 31, 2004
2003 and 2002 totalled $1 . mllllon and $0.4 Mmiltioni: (2004) $l 4"
mllllon and $0: 4 mrlllon l2003) and $74 ml”lOﬂ and $3 0 mllllon

: .(2002)

: “plans. Under the Com hy's US defined contnbutro 407 (kl plan
o essentlally all us employees are ellglble 1o parﬂcrpate upon .
i completlon of certaln—of servrce requrrements The plan allows

lglble employees to contrlbute up to 100% of compensatlon
sub;ect 104RS" and plan llmltatlons on a pre -tax basrs wrth a 2004’
statutory cap ‘of $13 000 ($18 OOO for employees over '50 years
Employee pre—tax contrlbutlons e matched by the Company a
follows the flrst 3% are matched lOO% the next 2"/ are

'Relatedr_ PartyTransactlo ns

At Décombar 31, 2003 and 2002, the Company owned 50%of the Sveriita-and was also chartering the MT Nordiic Yukon up 16 2003,
shares in Geo. Explorer AS-and had chartered a vessel from that ‘from PGS on a.time charter contract and paid $10.3 million, $20.1
company during these years. The Company also heid 100% of the 2 illion; and $20 5 million-to PGS under thesé contradts in 2004, 2003

" shares in Waither Herwig AS funtit Decemiber 11, 2003, the o ’:'ﬂ' o -and 2002, respectively. PGS charters the vessels from an indepen-

Company héld 50% of the shares but increased.its. shares as, Walter dent thlrd .party. The vessels were chartered.by PGS to shuttle the
Herwrg 'AS wa's de—mergedl and- chartered three vessels from, that ) ‘__Banf‘f fleld but in ZOOl were chartéred to Knutsen on terms.
" company in '2003/and 2002. Total lease- expense recognlzed by the /approxrmatlng RGS's terms under the third-party’ lease, die tor low

Company for 2003 and 2002 on these vessels was $7.4 mrlllon and jproductlon on the Bam‘f field: The vessel MT. Nordlc Yukon was e
.$8.8 mllllon respectlvely whlle there were no lease expense S redellvered by PGS to the vessel owner ln November 2003 ln
recognrzed dunng 200 - : i
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'Svalarles and Other Personnel Costs Number of Employees and Remuneratlon
to the Board of Dlrectors Executrve Offlcers and Audltors ‘

' Years ended December 31,

IR

: 20025

-lna itiori;the ompanyexpense I’arie

S

above (see Note 32).

thr
; the ears ended December 31, 3003, and 2002 respectrvely ,Durlng the year ended December 31 2003 the Company expensed $12 4
m|{I|o relatxng to a payrol! tax claim for employees workrng in:a ubsndlary on'lsle of Man thls expense |s not mcluded ln the table presented

155039,flea
17310

December 31 . )
: 2003“ g ,Q",72002,,

ued operatrons

MarmeG 'physu:al 7 143. 1356 T
~Onshor S 1479_’]v"' g2s
Productron 515 L. 7 s20”
Pertra T i, : i 5 RN
Reservorr/Shared Servnces/Corporate o

Chlef Executlve Offlcer (CEO) and other Executlve 0ff|cers :
. The table below provrdes mformatlon about the Com‘ anys executlve ofﬁcers as of December 31 2004

']—235_ S L2k

3377-

2 whrch is mcluded in thesalary for 2004

Accordmg to the performance bonus ce




_fmmxmumto ree years

- Jens Ulltvelt Moe ;
" Keift Henry :
B ‘,;Francns Gug

* “Harald Nofvik
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2003 i

(7447).;-" o (2559)' '
: (42 274) -

L (20840) .

U(2:412)

’ Slhé}eé/ '
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Company

GolarNor Oﬁ‘shore AS e
- GolarNor Offsho g
KIS Petro,«arl 1AS
“ GolarNor. (UK)
. Deep Gulf LLC

Ikdarﬁ Production, SA . c
PGS Investlgacéo etrohfera leltada .
; Sea Lion Exploranon Ltd - :

.« ‘Brazil
Bahamas E

|scom|nued operatlbns Adjusted EB!TDA rnay no 2 [
E .‘mcluded Adjusted EBITDA as.a supplemental disclosure vecause the Company beheves that it-provides. useful xnformatlon fegardmg ‘the-

Company s abmty to serv«ce debt and to fund capttal expendnt’ es.an proques mvestors thh ) helpful easure for comparlng our operatmg
performance wnh that of other compames ' - i ST Dol S
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pairment of shares i

Othiet financial items net *,

568 530

(143 480) -~ = (367 754)"
211141 .0 (182949),
4) °.° {5,078 291

(398 873)*

{242709) -
1623 764}

g 7azesn

758
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.Petro\eum Geo Serwces AS/—\ ;:

Financial Statements - PGS ASA 2004

.5egt

5078297

41906

11320571

(166 810) -
_(1.850). -

85272

C(154s8)

S 373525

898195 ' ° . 551602

126088,

749 254
(1 999 103)
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Petroleum Geo Serwces ASA

Notes to the Finar

X Interestﬁ expen'ee,: net, consist of:

“Years ended December 31,

in rhousandsofNOK) "' R P 2004. 2003 2002
'. Interest mcome external L S 5'278 . 3088 " 56867

Interest mcome |ntercompany ' : R s ;. 6598107 - . 748 380 - 768993 -

lnterest expense external (a) Lo (633 768 (676 404) o {1126 387)

(242 264) - (258 983) (272'037)

Guring the-Chapter 11 périod (from July 29, 2003 to-Novem:

;Years ended December 31
Lt 2003

680047
(267979 .
(102 726)

SBOARD.OF DIRECTORS REPORT AND FINANCIAL STATEMENTS 2004 § \ o
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IncomeTaxes

Recongiliation of the provision (bengfi
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Recogmzed pensmn; |.ab|I|t|es

uﬂnded';‘ 'fevjths‘}'on the plan and’ :

Dece ber 31




Book-value aS" 3
jof December
."31, 2004

PGS Reservon* AS
) Petroleum Geo-Serwces li

L= GBP. .,

, (|n‘thousands; L
parvalue . i, of NOK)
~NOK 100
UsD . o1t :
NOK . 100 =
usb Sk UL
GBP 17, 781421
GBP. 1 65113
GBP 1 111088 -
GBP . i1 717 219
. GBP - 1 17218
.- GBP - 1 LR
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':-Other,ﬁhahcié! asset c}onsists‘ fio

‘ (ln thousands of- NOK)

Deferred 1ong ,er ‘
Long-term recesvab 5"




Financial Statements — PGS ASA 2004

Notes to the

penses ¢

§ réstructufing cOsts




Remunera’uon to aud|tor

'-' Fees for audlt and other serv:ces prowded By the'Co Y pa s auditor aré" é{s follows (éx_(;ldsi 2
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Emst & Young AS Tel. +47 240024 00
Oslo Atrium Fax +47 24 00 24 01
Postboks 20 - WWW.2Y.N0

N-0051 Qslo

Medlemmer av Den norske Revisorforening

To the Annual Shareholders' Méeting of
Petroleum Geo-Services ASA

Auditor's report for 2004

We have audited the annual financial statements of Petroleum Geo-Services ASA as of 31 December 2004,
showing a loss of NOK 824 248 000 for the parent company and a loss of USD 53 927 000 for the Group. We
have also audited the information in the Directors' report concerning the financial statements, the going concern
assumption, and the proposal for the coverage of the loss. The financial statements comprise the balance sheet,
the statements of operations and cash flows, the accompanying notes and the consolidated accounts. These
financial statements and the Directors’ report are the responsibility of the Company’s Board of Directors and
Chief Executive Officer. Our responsibility is to express an opinion on these financial statements and on other
information according to the requirements of the Norwegian Act on Auditing and Auditors.

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

Tn our opinion,

» the financial statements have been prepared in accordance with law and regulations and present the financial
position of the Company and of the Group as of 31 December 2004, and the resuits of the operations and
cash flows for the year then ended, in accordance with accounting standards, principles and practices
generally accepted in Norway '

+ the Company's management has fulfilled its duty to properly register and document the accounting
information as required by law and accounting standards, principles and practices generally accepted in
Norway .

» the information in the Directors’ report concerning the financial statements, the going concermn assumption,
and the proposal for the coverage of the loss is consistent with the financial statements and comiplies with
law and regulations.

Oslo, 31 March 2005
ERNST & YOUNG AS

Jan Egil Haga
State Authorised Public Accountant (Norway)

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

& Besoksadresse: & Arondal, Bergen, Be, Drammen, Fosnavig, Fredrikstad, Holmestrand,
Oslo Alrium Horten, Hanefoss, Kongsherg, Kragere, Kristiansand, Larvik, Levanger,
Christian Frederiks plass 6 Lillehammer, Moss, Maloy, Notadden, Oslo, Otta, Porsgrunn/Skien,
0154 Oslo Sandefjord, Sortland, Stavanger, Steinkjer, Tromse, Trondheim, Tansherg,

Vikersund, Afesund
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the

registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized. :

PETROLEUM GEO-SERVICES ASA
(Registrant)

ya .

By: %ﬁrﬁl_w_ﬁ_:\v
Gotitred Langseth

Chief Financial Officer

Date: May [35 2005




