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Report for the 3rd quarter 2005
Figures in NOK 

FRED. OLSEN ENERGY ASA (FOE) REPORTS AN OPERATING PROFIT BEFORE DEPRECIATION (EBITDA) OF 305.9 MILLION FOR THE 3RD QUARTER 2005

HIGHLIGHTS FOR THE 3RD QUARTER

· Revenues of 800.2 million

· EBITDA was 305.9 million

· Operating profit after depreciation (EBIT) was 139.4 million

· Net result was 109.7 million

· New contracts secured for Belford Dolphin, Bideford Dolphin, Borgland Dolphin, Borgsten Dolphin and Bulford Dolphin with a total contract value of USD 978 million

· All units in operation except Blackford Dolphin which has commenced a deepwater upgrade program with scheduled delivery spring 2007

CONTACT PERSONS:
  Jan Peter Valheim/Hjalmar Krogseth Moe




  Tel: 22 34 10 00
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FINANCIAL INFORMATION (2nd quarter 2005 in brackets)





Operating revenues in the quarter were 800.2 million (614.5 million), an increase of 185.7 million compared with the previous quarter. Revenues within the offshore drilling division increased by 193.8 million, partly offset by a decrease in revenues of 8.1 million within the engineering and fabrication division. Compared with the 2nd quarter, the increase in revenues within the offshore drilling division is due to higher utilisation of the fleet and improved day rates. 

Operating costs were 494.3 million (463.8 million), an increase of 30.5 million. Operating costs within the offshore drilling division increased by 40.1 million due to higher utilisation of the fleet compared with the previous quarter. The increase was partly offset by a decrease in operating costs within the engineering and fabrication division of 9.6 million. 

Operating profit before depreciation (EBITDA) was 305.9 million (150.7 million).

Depreciation amounted to 166.5 million (148.2 million). The increase is due to capitalization of costs associated with the class renewal services for Byford Dolphin and Borgsten Dolphin.

Operating profit after depreciation (EBIT) was 139.4 million (2.5 million).  

Net financial expenses were 42.3 million (75.6 million). Net financial items in the 2nd quarter included net losses of 32.5 million due to changes in the market value of financial instruments during the quarter. 

Profit before tax was 97.1 million (loss of 73.1 million) and net profit, after an estimated positive tax effect of 12.6 million, was 109.7 million (loss of 55.3 million).  

Net interest bearing debt at the end of the quarter amounted to 2,629.5 million, a decrease of 99.9 million during the quarter.

The offshore drilling division reported revenues of 776.9 million (583.1 million) and an EBITDA of 305.3 million (151.6 million). 

The engineering and fabrication division reported revenues of 23.3 million (31.4 million) and an EBITDA of 0.6 million (loss of 0.9 million). 
OPERATIONS

Drilling Division

Bideford Dolphin continued operations offshore Norway under a contract with Norsk Hydro. The current contract, originally estimated to expire early 2007, has been extended into the 2nd quarter of 2007. 

Borgland Dolphin continued operations offshore Norway under the current contract with Statoil, expiring end December 2006. During the quarter a new contract for the rig was secured with Statoil ASA, on behalf of itself and the other licensees in the Tampen area on the Norwegian continental shelf. The contract period is three years from 1.1.2007 to 1.1.2010.

The deepwater drill ship Belford Dolphin continued operations under a three year drilling contract with ONGC in India, expiring early 2007. In September, a contract was secured with Anadarko Petroleum Corporation for three years for operations in the US Gulf of Mexico. The new contract will follow in direct continuation from the present Belford Dolphin contract with ONGC.
Borgny Dolphin continued operations under a contract with Pemex in Mexico, expiring early 2008. 

Bulford Dolphin continued operations under a contract with Pemex in Mexico until August 2005. Subsequently, the rig has been contracted to Equator Exploration Ltd. for an estimated 19 months drilling programme offshore West Africa. The contract is estimated to expire in June 2007. Bulford Dolphin is presently in transit from Mexico to West Africa, and commencement under the new contract is estimated in November 2005.

Byford Dolphin continued operations under its contract with CNR International (U.K.) Limited. CNR has exercised the first of two options and the contract is now estimated to expire in 3rd quarter 2006

Bredford Dolphin continued operations under a contract with Peak Well Management Ltd. in the U.K. North Sea with an estimated duration to January 2006.

Borgsten Dolphin commenced operations under a contract with ChevronTexaco North Sea Ltd. for a drilling programme of approximately 150 days in the U.K. sector of the North Sea in July 2005. In September a new contract for the rig was secured with CNR International (U.K) Ltd for an approximate three months drilling programme in the UK North Sea. The contract will follow in direct continuation from the present Borgsten Dolphin contract with ChevronTexaco from around year-end 2005.
Borgholm Dolphin commenced its contract with Shell U.K. Ltd. for accommodation support in the UK sector of the North Sea in July 2005. The estimated duration of the contract is 6 months. 

The Company has commenced a full deepwater upgrade of the semi submersible drilling rig Blackford Dolphin (formerly Ocean Liberator). The upgraded unit will become a state of the art deepwater drilling rig, which will be able to operate in up to 7000 ft. of water with a new high capacity drilling package and an innovative deck layout. Completion of the upgrade project is estimated to spring 2007. The cost for the upgrade is estimated at USD 300 million.

Engineering and Fabrication

The Harland & Wolff (H&W) yard continued its operations in engineering, ship repair and shipbuilding. The core workforce has been stable at 95 employees.

Outlook 

The demand for offshore drilling units has continued to increase during 2005, and a tight balance between supply and demand within offshore drilling worldwide is expected in 2006.  

The Company has recently secured several new contracts and the average contract length for the fleet has increased from 13 to 21 months. Marketing of units becoming available from 2006 is ongoing.

The deepwater upgrade of Blackford Dolphin, expected to be completed in spring 2007, will further enhance the Company’s position in the offshore deep water drilling market. 

Oslo, 25 October 2005

The Board of Directors

Fred. Olsen Energy ASA
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