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ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES

(FORMERLY BASSDRILL LTD. & SUBSIDIARIES)
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable
Prepaid expenses
TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT
Furniture, equipment and leasehold improvements
Construction in progress

Less: accumulated depreciation and amortization
NET PROPERTY AND EQUIPMENT

LOAN TO UNCONSOLIDATED AFFILIATE AND
ACCRUED INTEREST

INVESTMENT IN UNCONSOLIDATED AFFILIATE
DEBT ISSUANCE COSTS

RESTRICTED CASH

OTHER ASSETS

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES
Accounts payable
Other accrued liabilties
TOTAL CURRENT LIABILITIES

LONG TERM DEBT
Bonds payable

TOTAL LIABILITIES
STOCKHOLDERS’ EQUITY

Common stock, $1 par value, 185,778,368 authoeized

June 30, 2013 and December 31, 2012 and
123,067,286 and 73,067,286 shares issued and

outstanding at September 30, 2013 and Decemb@032,

respectively
Additional paid-in capital
Subscription receivable
Accumulated deficit
TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY

See notes to consolidated financial statements.

September 3 December 3
201z 2012
(Unaudited
$ 47,128,269 13,293,572
2,728,754 986,095
128,230 491,853
49,985,254 14,771,520
98735, 764,906
126,536,032 70,327,328
127,191,979 71,092,234
,1368 291,046
126,803,853 70,801,188
0 3,098,600
5,099,833 1031,044
4,129,456 1,785,948
73,500,000 -
25,175 35,493
$ 259543571 100,623,793
$ 8,690,983 923,112
3,451,451 962,504
12,142,434 1,885,616
75,000,000 -
87,142,434 1,885,616
123,067,286 73,067,286
67,009,732 38,299,854
(1,500) (1,500)
(17,674,382) (12,627,463)
172,401,136 98,738,177
$ 259,543,557 100,623,79




ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD. & SUBSIDIARIES)
CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Three Months Ended September 30, Nine Months Ended September 30,

2013 2012 2013 2012
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
REVENUES
Management fees $ 2,279,800 $ 458,736 $ 12453527 $ 1,345,788
Reimbursables (222,569) - 13,156 29,191
Other income/consulting fees 563 1,122,624 91,130 2,201,478
TOTAL REVENUES 2,057,794 1,581,360 12,557,814 3,576,457
OPERATING EXPENSES
Operating expenses 4,461,521 2,322,859 15,815,309 6,838,123
Depreciation and amortization 29,707 28,191 97,080 80,030
TOTAL OPERATING EXPENSES 4,491,228 2,351,050 15,912,389 6,918,153
LOSS FROM OPERATIONS (2,433,434) (769,690) (3,354,576) (3,341,696)
OTHER (EXPENSE) INCOME
Interest income 22,787 143,345 342,219 421,475
Write off of debt issue costs - - (1,903,978) -
Foreign currency exchange loss (42,389) 947 (58,428) (102)
TOTAL OTHER (EXPENSE) INCOME (19,602) 144,292 (1,620,187) 421,373
LOSS BEFORE EQUITY (LOSS) IN EARNINGS OF AFFILIATE
AND FOREIGN INCOME TAX EXPENSE (2,453,036) (625,398) (4,974,762) (2,920,323)
EQUITY IN (LOSS) EARNINGS OF AFFILIATE (80,551) 85,755 274,219 198,213
FOREIGN INCOME TAX EXPENSE (39,898) (63,004) (346,375) (137,991)
NET LOS¢ $ (2573484 $ (602,647 (5,04691¢ $ (2,860,101
LOSS PER SHARE:
Basic and diluted $ (0.02) $ (0.01) $ (0.05) $ (0.06)
WEIGHTED AVERAGE SHARES OUTSTANDING:
Basic and diuted 123,067,286 48,067,286 108,252,471 47,304,313

See notes to consolidated financial statements.




ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD. & SUBSIDIARIES)
STATEMENTs OF STOCKHOLDERS' EQUITY

(UNAUDITED)

Balance at December 31, 2011
Common stock issued

Stock issuance costs

Stock compensation expense
Treasury stock sold

Net loss

Balance at December 31, 2012

Common stock issued
Stock issuance costs
Stock compensation expense

Net loss

Balance at September 30, 2013

Additional Total
Common Stoc Paid-in Treasury Subscription Accumulated Stockholders’
Shares Amount Capital Stock Receivable Deficit Equityefieit)
45,778,368 45,778,368 26,172,712 (93,281) (1,500) (8,597,588) 63,258,711
27,288,918 27,288,918 12,838,258 - - 40,127,176
- - (1,090,642) (1,090,642)
- - 379,526 379,526
- - - 93,281 - - 93,281
- - - - - (4,029,875) (4,029,875)
73,067,286% 73,067,286 38,299,854  $ - (1,500) $ (12,627,463) 98,738,177
50,000,000 50,000,000 30,000,000 - - 80,000,000
- - (1,673,968) (1,673,968)
- - 383,846 383,846
- - - - - (5,046,919) (5,046,919)
123,067,286% 123,067,286 67,009,732 $ - (1,500) $ (17,674,382) 172,401,136

See notes to consolidated financial statements.



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES

(FORMERLY BASSDRILL LTD. & SUBSIDIARIES)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Three Months Ended September 3jne Months Ended September

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss
Adjustments to reconcile net loss to net cash irsed
operating activities:
Equity in (losss) earnings of affiiate
Depreciation and amortization expense
Stock compensation expense
Write off of other assets
Changes in operating assets and liabilties:
Accounts receivable
Accounts receivable - affilates
Prepaid expenses
Accounts payable
Other accrued liabilties

NET CASH PROVIDED BY (USED) IN OPERATING ACTIVI

CASH FLOWS FROM INVESTING ACTIVITIES
Cash paid for furniture, equipment and leasehqiiavements
Cash paid for construction in progress
Cash received for return of equity
Cash received for investment in affiliate
Cash paid for other assets
Cash paid for restricted cash

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Cash received from issuance of common stock
Cash received for treasury stock, net
Cash received from issuance of bonds payable
Cash received (paid) for commitment and other edid¢es
NET CASH PROVIDED BY (USED IN) FINANCING
ACTIVITIES

NET INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS, beginning of period

CASH AND CASH EQUIVALENTS, end of period

NON-CASH INVESTING AND FINANCING ACTIVITIES
Capitalized intere

Cash paid for income tax

2013 2012 2013 2012
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
$ (2573484) $  (602,647) $ (5046919) $ (2,860,101)
80,551 (85,755) (274,219) (198,213)
29,707 28,191 97,080 80,030
109,054 84,757 383,846 294,769
- 111,734 400,368
2,077,199 (463,239) (1,742,659) (605,109)
- 8,440 - 71,024
382,405 (56,640) 363,623 (66,463)
5,774,236 (645,315) 7,167,871 264,619
1,615,083 (32,838) 2,488,947 13,579
7,494,751 (1,653,312) 4,037,570 (2,605,497)
250,228 (32,383) 108,959 (64,913)
(13,951,696) (896,250)  (56,208,704) (3,468,822
5,305,429 - 5,305,430 -
3,418,014 (143,344) 3,098,600 (421,474)
- (17,078) 10,318 (417,446)
- - (73,500,000) -
(4,978,025) (1,089,055)  (121,185,397) (4,372,655)
(58,007) 34,242,122 78,326,032 39,151,198
- - - 93,281
- 75,000,000 -
(237,059) (638,890) (2,343,508) (1,961,490)
(295,067) 33,603,232 150,982,524 37,282,989
2,221,659 30,860,865 33,834,697 30,304,837
44,906,610 5,077,681 13,293 572 5,633,709
$ 47128,269% 35938546 $ 47,128269 $ 35938546
$ 162916 $ 119780 $ 433531 $ 282994
$ 398% $ 63,00: $ 346,370 $ 137,99.

See notes to consolidated financial statements.



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

NOTE A - ORGANIZATION AND NATURE OF BUSINESS

Atlantica Tender Drilling Ltd. (“Atlantica” or the*Company”), (formerly BassDrill Ltd.) was
incorporated in Bermuda in September 2008 and tefeecApril 29, 2011 was registered on the
Norwegian OTC-list. Atlantica is in the businesgpmviding management and contract drilling segsic
for oil and gas wells for the offshore tender dssiarket and related offshore oilfield services, foth
Company-owned and other vessels. The Companyadofeartered in Houston, Texas.

Atlantica has seven wholly owned subsidiaries: ittza Management (USA) Inc. (“AM”), incorporated
in the state of Texas in 2007; Atlantica InternagibLtd. (“Al”) and Atlantica Beta Ltd. (“AB”), bdt
Bermuda-based entities; BassDrill Beta Holding I(BDB Holding), a Malta based entity, 99%-owned
subsidiary of Atlantica and a 1% owned subsidiairyAM. BassDrill Beta Ltd. (“BDB”), BassDrill
Gamma Ltd. (“BDG") and BassDirill Delta Ltd. (“BDD,"rll Malta-based entities are each a 99% owned
subsidiary of BDB Holdings Ltd. and a 1% owned sdibsy of Atlantica. BassDrill Beta B.V. (“BDB-
BV”) is based in Holland and is a wholly owned ddizsy of BDB. BassDrill Brasil Servicos de
Petroleo Ltda. is based in Brazil and is a 99.9%6eaxd subsidiary of BDB-BV and AM has one share.

The Company’s primary assets and liabilities partaiAM, the Company’s equity investment in
BassDirill Alpha Ltd. (“BDA”), the restricted casin@long term debt for the delivery BassDrill Beta

and the deposits made to Dalian Shipbuilding InguSorporation (“DSIC”) and other construction st
incurred for the construction of two semi-submdestbnder assist drilling rigs and one tender harge
BassDrill Beta that will be owned by BDBBassDrill Delta that will be owned by BDD anBassDrill
Gamma that will be owned by BDG. As of September 30120he Company also had approximately
$47 million in unrestricted cash.

As used herein, and unless otherwise requireddogahtext, the term “Atlantica” refers to Atlantica
Tender Drilling Ltd., and the terms “Company,” “Wwégur,” and words of similar import refer to
Atlantica and its subsidiaries. The use hereisuch terms as “we,” “us,” “our” and “its,” or refarces
to specific entities, is not intended to be a edescription of corporate relationships.

The unaudited interim consolidated financial staets have been prepared by the Company pursuant to
the rules and regulations of the Securities anch&mge Commission (“SEC”), and reflect all adjusttaen
that are, in the opinion of management, necessarg fair statement of the results for the intepeniod

on a basis consistent with the annual consolidfitethcial statements. All such adjustments are of
normal recurring nature.

The preparation of consolidated financial statesi@mtconformity with GAAP requires management to
make estimates and assumptions that affect theteebamounts of assets and liabilities and disceosi
contingent assets and liabilities at the date ef ¢bnsolidated financial statements and the regorte
amounts of revenues and expenses during the negqgrtriod. Actual results could differ from those
estimates. The operating results for the interenqgals are not necessarily indicative of the rasidtbe
expected for the full year.



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation: The consolidated ficial statements include the assets and liabiliies

Atlantica and its subsidiaries. All intercompangldnces and transactions have been eliminated in
consolidation.

Use of Estimates: The preparation of consolidditeahcial statements in conformity with accounting
principles generally accepted in the United Stafesmerica requires management to make estimates an
assumptions that affect the reported amounts adtasnd liabilities at the date of the consolidated
financial statements and the reported amounts \dnigees and expenses during the reporting period.
Management reviews all significant estimates aiffectits consolidated financial statements on a
recurring basis and records the effect of any rergsadjustments in the consolidated financial
statements. Adjustments made with respect to $keoli estimates often relate to improved infornmatio
not previously available. Uncertainties with resfe such estimates and assumptions are inherenei
preparation of consolidated financial statemeni&/hile management believes current estimates are
reasonable and appropriate, actual results cofflel fliom those estimates.

Fair Value of Financial Instruments: The Comparfiriancial instruments consist primarily of casldan
cash equivalents, accounts receivable, loan tongatiolated affiliate, restricted cash, accountsapég
and long-term debt. The carrying amounts of tresmunts are representative of their respective fai
values due to the short-term maturity of theseumsénts or their interest rate reflective of cutnearket
rates.

Management and Consulting Fees: AM and Al prowisEnagement and consulting services for the
offshore tender assist market and related oileldiices to BDA and certain non-related companiasch
fees are day-rate based and are recorded as revamtdige period in which they are provided to the
customers.

Reimbursable Income (Expense): Reimbursementsveecdor the purchases of supplies, personnel
services and other services provided on behalhdfet the request of our customers in accordantteawi
contract or agreement are recorded as revenuesreldied costs are recorded as reimbursable eegpans
the same period. The amounts are recorded iroteotidated statements of operations.

Investment in Unconsolidated Affiliate: The Companeasures its investment in BDA using the equity
method of accounting as the Company has the abiligxercise significant influence over operating a
financial affairs (see Note F). Under the equistinod of accounting, the Company’s proportionatgeh
of the BDA'’s income or loss is reported in the aditated statement of operations.

The Company analyzes its equity method investeeAJEDr impairment during each reporting period to
evaluate whether an event or change in circumssahes occurred in that period that may have a
significant adverse effect on the fair value ofiitgestment. The Company records an impairmerntgeha
for other-than-temporary declines in fair value wilee fair value is not anticipated to recover aboost
within a reasonable period after the measuremetat, daless there are mitigating factors that indica
impairment may not be required. If an impairmdmdrge is recorded, subsequent recoveries in faieva
are not reflected in earnings until the investesalsl. There were no impairments for the threaioe
months ended September 30, 2013 or 2012.



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

Cash and Cash Equivalents: The Company considlehsghly liquid investments purchased with an
original maturity of three months or less to behcaguivalents.

Accounts Receivable and Allowance for Doubtful Agots: Accounts receivable is made up of
contract receivables recorded at the invoiced amand do not bear interest.

Earnings are charged with a provision for doukditdounts based on a current review of the colldityab

of accounts. Accounts deemed uncollectable arbedppgainst the allowance for doubtful accourit
allowance for doubtful accounts was recorded byGbenpany at September 30, 2013 or December 31,
2012.

Concentrations of Credit Risk: The Company’s cooconcentration may impact its overall credi ris
either positively or negatively, in that these eesi may be similarly affected by changes in ecanan
other conditions affecting the drilling industrifor the nine months ended September 30, 2013 &i®2] 20
11.8% and 37.6%, respectively, of the Company'emees were received from BDA. For the three
months ended September 30, 2013 and 2012, 26.5%%0%, respectively, of the Company’s revenues
were received from BDA.

The Company is subject to concentrations of cnéslitwith respect to cash and cash equivalentsghwhi
the Company attempts to minimize by maintaininghcasd cash equivalents with major high credit
quality financial institutions. At times cash bates may exceed limits federally insured by thetédhi
States Federal Deposit Insurance Corporation. thsadilly, certain of the Company’s cash balances ar
maintained in foreign banks, which are not covdrgdeposit insurance.

Foreign Exchange Transactions: The Company'’s immak currency is the United States (U.S.) dollar a

the Company primarily contracts with contractonsafices capital, and purchases equipment and esrvic
using the U.S. dollar. Transactions that are cetepl in a foreign currency are translated into U.S.
dollars, and any gain or loss is recorded in thesobidated statements of operations.

Furniture, Equipment and Leasehold Improvementsrnikure, equipment and leasehold improvements
are recorded at historical cost, less accumulaggaediation and amortization, and are depreciated o
their estimated remaining useful lives (shorterttad life of the lease or the estimated useful fide
leasehold improvements), which is generally betwibege and five years depending on the type oftasse
Depreciation and amortization expense was $97,080$80,030 for the nine months ended September
30, 2013 and 2012, respectively. Depreciationandrtization expense was $29,707 and $28,191 éor th
three months ended September 30, 2013 and 20p2ctasly.

Construction in Progress: The carrying value @f tlys under constructioBéssDrill Beta, BassDrill
Gamma, and BassDrill Delta) represents the accumulated costs at the balaneet slate. Cost
components include payments for yard installmemtd wariation orders, construction supervision,
equipment, spare parts and capitalized interesto cNarges for depreciation will be made until
commissioning of the respective rigs is completed r@eady for their intended use.

Deferred Commitment and Other Related Fees: Oil 29r 2011, the Company paid $2,430,000 to a
lender for its commitment to provide post-delivefgte financing of up to $125 million fdassDrill

Beta. Additionally, quarterly commitment fees of apyiroately $625,000 commenced on July 29, 2011
and were being paid quarterly thereafter uBtitsDrill Beta was to be delivered. Amortization of such
amounts and other related financing costs for the months ended September 30, 2013 and 2012 was




ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

$1,189,749 and $2,667,421 respectively, (all ofohltualified for capitalization, ségapitalized Interest
below) through March 2013 and were being capitdliae an additional cost of constructiBgssDrill
Beta.

In April 2013, the Company secured a $75 milliomBdor the purpose of applying the funds to finance
the purchase price &assDrill Beta, with a payment of $2,100,128 in commitment and otakated fees.
Amortization of such amounts and other relatedrfoireg costs for the three and nine months ended
September 30, 2013 were $108,639 and $173,28&atsgy. See additional discussion on this
financing in Note G — Financing Arrangements.

In May 2013, the Company replaced the existing $h2bon financing, and in connection therewith,
recorded a loss of $1,903,978 related to the wafitef the unamortized deferred financing chargeh

a $125 million Senior Secured Term Loan commitnwetit a payment of $2,212,500 in commitment
fees. Amortization of such amounts and othettedlfinancing costs for the three and nine months
ended September 30, 2013 were $ 118,060 and $6®&8pectively. See additional discussion on the
refinancing in Note G — Financing Arrangements.

Capitalized Interest: Interest expenses are bedpitalized during construction 8assDrill Beta based

on accumulated expenditures for the applicableeptat the Company's current rate of borrowinge Th
amount of interest expense capitalized in an adoayperiod is determined by applying an intereser
(the “capitalization rate”) to the average amouhtccumulated expenditures for the asset during the
period. The capitalization rate used in an acdogreriod is based on the rates applicable toolongs
outstanding during the period. The Company dodscapitalize amounts beyond the actual interest
expense incurred in the period.

Impairment of Long-lived Assets: The carrying \vedwf long-lived assets that are held and usedthédoy t
Company are reviewed for impairment whenever eventshanges in circumstances indicate that the
carrying amount of an asset may no longer be apitep The Company assesses recoverability of the
carrying value of the asset by estimating the wudisted future net cash flows expected to resaitfr
the asset, including eventual disposition. If tindiscounted future net cash flows are less than th
carrying value of the asset, an impairment lose@rded equal to the difference between the asset’
carrying value and fair value.

Income Taxes: The Company is a Bermuda limiteilitg company. No activities were carried out in
Bermuda in the nine months ended September 30, 80d3012, respectively; as such, the Company
was not taxed by Bermuda. Income taxes have beetdpd based upon the tax laws and rates in effect
in the countries in which operations are condueted income is earned. The Company was subject to a
3.5% withholding tax in Myanmar for work on the Dam project for the nine months ended September
30, 2013, and was not taxed in any other jurisgigifor the nine months ended September 30, 2012.

Share-Based Compensation: The Company has ebtblen employee share ownership plan under
which certain of its officers and board membersehbgen and may be allocated additional options to
subscribe for new shares in the ultimate parerlgrdita. The compensation cost for stock optians i
recognized as an expense over the service pergatilmm the fair value of the options granted.

The fair value of the share options issued underGbmpany’s share option plan is determined attgran
date taking into account the terms and conditiopsnuwhich the options are granted, and using a
valuation technique that is consistent with gemgralccepted valuation methodologies for pricing

-10-



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

financial instruments, and that incorporates atitdes and assumptions that knowledgeable, willing
market participants would consider in determiniag fvalue. The fair value of the share options is
recognized as personnel expenses with a corresgpntirease in stockholders’ equity over the period
during which the employees become unconditionailjtled to the options.

Stock compensation expense is initially recognizased upon options expected to vest with apprepriat
adjustments to reflect actual forfeitures.

Segment Reporting: As of September 30, 2013, tapany has one reportable business segment —
management and consulting services. The managearm&htconsulting services business segment
performs various services related to platform idigll drilling facility engineering, well intervemn,
construction management and oilfield services.

Related Parties: Parties are related if one gasythe ability, directly or indirectly, to contribie other
party or exercise significant influence over thhestparty in making financial and operating decisio
Parties are also related if they are subject tonsomcontrol or common significant influence. All
transactions between related parties are basdteqgurinciple of arm's length (estimated market &galu

Earnings Per Share: Basic earnings per share {JEf$8alculated based on the income (loss) for the
period available to common stockholders dividedh®s weightecaverage number of shares outstanding
for basic EPS for the period. Diluted EPS incluthes effect of the assumed conversion of potegtiall
dilutive instruments, which for the Company includes shasgons. The determination of dilutive
earnings per share requires thempany to potentially make certain adjustmentagbincome and for
the weighted average shares outstanding used tputerbasic earnings psinare unless anti-dilutive.

NOTE C - PROPERTY AND EQUIPMENT

Property and equipment consists of the following:
September 30, December 31,

2013 2012
(Unaudited)

Leasehold improvements $ 109,999% 100,729
Office furniture, fixtures and equipment 151,635 157,346
Computer hardware and software 394,312 506,831

655,947 764,906
Less: accumulated depreciation 388,126 291,046

267,821 473,860
Construction in progress 126,536,032 70,327,328
Total property and equipme $ 12680385 $ 70,801,18

-11-



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

NOTE D - INTEREST COST

The Company capitalizes interest cost as a compasfeconstruction in progress. The following is a
summary of interest cost incurred:

Three Months Ended June 30, Nine Months Ended Sépted0,

2013 2012 2013 2012
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Interest cost capitalized $ 1,629,167% 749,647 $ 4335310 $ 1,632,145
Interest cost expensed - - - -
Total interest cost incurred $ 1,629,167$% 749,647 $4,335310 $ 1,632,145

NOTE E - LOAN TO UNCONSOLIDATED AFFILIATE

In connection with the December 2011 refinancingB&iA’s long-term debt and to provide BDA
additional working capital, the Company and allestBDA shareholders entered into shareholder loan
agreements on a proportional basis to each shaet®kquity interest in BDA totaling $10 milliohe
Company’s loan to unconsolidated affiliate balawes $3,098,600 at December 31, 2012, which reflects
its proportionate share of the $10 million plusraed interest. This unsecured loan earned intetest
20% and did not require the payment of principahterest until the loan matures in June 2014. rded
interest was being capitalized and added to the loalance at the end of each calendar quarter,
commencing on March 31, 2012.

In July 2013, BDA repaid the Company’s loan to umsmidated affiliate and accrued interest totaling
$3,440,800.

-12-



ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

NOTE F - INVESTMENT IN UNCONSOLIDATED AFFILIATE

The Company has a 25.26% ownership interest in BBBA is a Bermuda-based vessel owning
company in the business of providing offshore terdsist drilling services to the offshore market.

Condensed balance sheet information for BDA i#evis:

Septmeber 30, December 31,

2013 2012
(Unaudited)

Current assets $ 18411871 $ 10,430,561
Property and equipment, net 86,653,425 89,968,006
Other assets 7,239,050 3,733,980
Total asse $ 112,304,34 $ 104,132,554

Current liabilties $ 10,056,309 $ 51,539,899
Long-term liabilities 81,850,000 12,264,625
Stockholders’ equity 20,398,038 40,328,023
Total liabilities and stockholders’ equity $ 112,3e4%3 $ 104,132,547

Condensed statement of operations information @A B as follows:

Three Months Ended Septembel Nine Months Ended September

2013 2012 2013 2012
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Operating revenues $ 10,359,676 $ 10,546,696 $ 32,230,194 $ 31,205,919
Costs and expenses 7,361,451 7,409,947 23,108,160 22,735,174
Income from operations 2,998,225 3,136,749 9,122,034 8,470,745
Other expense, primarily interest (2,326,958) (1,422,730) _ (4,998,316) (4,180,789)
Income before income tax expense 671,266 1,714,019 4,123,718 4,289,956
Foreign income tax expense (990,153) (1,031,796) _ (3,054,184) (2,720,573)
Net (loss) income $ (318,887) $ 682,223 $ 1,069533 $ 1,569,383
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NOTE G — FINANCING ARRANGEMENTS

In April 2013, the Company replaced the existin@%$illion financing (see Note J) with a new $125
million Senior Secured Term Loan for the purposamblying the funds to finance the purchase price o
BassDrill Beta with a payment of $2,212,500 in commitment fees athetr related fees. The Company
will repay the Loan in quarterly installments of,$36,000, commencing six months after the drawdown
date. A final balloon payment of $54,688,000 ie dm May 31, 2018. In addition to security prodde
to lenders in the form of the pledged asBatsDrill Beta, the Senior Secured Term Loan contains certain
financial covenants for BDB including the following

* An interest coverage ratio of not less than 2.5.@

* A debt service coverage ratio of not less thartd. 1.0;
» Aleverage ratio not exceeding 0.75 to 1.0; and

e A minimum book equity of $70,000,000.

There are additional financial covenants for thenfany, including:

* An interest coverage ratio of not less than 2.5.69
¢ A minimum book equity requirement of $90,000,00®#oincreased by:

o $40,000,000 following delivery of the tender bar@assDrill Gamma

o $65,000,000 following the delivery of the semi-sidraible tender rigBassDrill Delta
* An equity ratio of a minimum of 0.3 to 1.0.

In May 2013, the Company raised an additional $#ibom via a Second Lien Bond Issue for the purpose
of financing the remaining portion of delivery iabinents to DSIC foBassDrill Beta. Proceeds from
the Bond Issue will also be used to fund BDB'’s bdett service account as well as working capital fo
operations. These Bonds were isspad passu with all other senior obligations of the Compamg are
secured with a combination of a second lien onBassDrill Beta, the Company’s equity interest in
BDB, and future earnings, warranties and insuraridee term of the Bonds is for five years with finst
interest payment of $3,187,500 was paid in Oct@0as3. Interest on the Bonds is 8.5% per annune Th
Bonds are subject to financial covenants includirigimum liquidity, current ratio and asset coverage
ratio that will be tested on a semi-annual bastsae defined as follows:

» Asset coverage ratio — The market valueBzssDrill Beta will exceed 120% of the aggregated
outstanding amount under the Senior Secured Telan bod the Bond Issue;

» Liquidity: A subsidiary of the Company will haveaess to free and available cash in excess of
$15 million; and

* A subsidiary of the Company will need to maintdia tminimum current ratio of 1:1 at all times.
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ATLANTICA TENDER DRILLING LTD. & SUBSIDIARIES
(FORMERLY BASSDRILL LTD.)

CONSOLIDATED FINANCIAL STATEMENTS - UNAUDITED
FOR THE QUARTER ENDED SEPTEMBER 30, 2013

NOTE H - STOCKHOLDERS' EQUITY

In April 2013, the Company issued 50,000,000 shafesommon stock through a private placement
offering to Hitec Vision Asset Solutions (“HVAS”"nd other investors for gross proceeds of $80 millio
The main use of these proceeds was to pay thaliimstallment on th@&assDrill Delta, and additional
funds will be used in conjunction with the take @naincing ofBassDrill Beta and to fund day-to-day
requirements. This transaction provides the Commaufficient cash to meet its funding requirements

into the second quarter of 2014.
NOTE | - LOSS PER SHARE

The components of the numerator and denominatahéocalculation of basic and diluted loss per shar
resulting from continuing operations are as follows

Three Months Ended September Nine Months Ended September

2013 2012 2013 2012
Basic and Dilute Basic and Dilute
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Numerator for loss per share
Net loss $ (2573484 $ (602,647) $ (5,046,919) $  (2,860,101)

Denominator for loss per share

Weighted-average shares outstanding 123,067,286 48,067,286 108,252,471 47,304,313
Effect of stock options * - - - -

Weighted-average shares for per share
calculation 123,067,286 48,067,286 108,252,471 47,304,313

Per share loss from continuing operations $ (0.08) (0.01) $ (0.05) $ (0.06)

* For the nine months ended September 30, 2012, veeeh@luded all share-based awards (see
Note K) from the calculation since the effect wolbize been anti-dilutive.
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NOTE J - COMMITMENTS AND CONTINGENCIES

In June 2010, the Company entered into a turn-kaytract with DSIC (the “Builder”) to design,
construct and sell a tender support vesBat{Drill Beta). The delivery point is alongside the Builder's
shipyard in Dalian, China for an original contrgmice of $184,388,536 subject to adjustment in
accordance with certain provisions (such adjustmémtdate include a July 2012 variation order for a
$41,454,409 upgrade to the vessel’'s mooring sysiath other required enhancements for a revised
contract price of $225,842,945). In July 2012 rétetas approved the aforementioned upgrade, and a
revised delivery date of October 2013 was agreeletaveen the parties. The Company made a 20%
installment payment of $36,877,707 in April 2011e ¥ installment payment of $921,943 was made in
July 2011, five working days after steel cuttirtig 8¢ installment payment of $921,967 was paid in April
2013, five working days after the launching of tressel; and the'and final installment payment of
$187,121,352 ($26.7 million of which will be fundbyg Petrobras after the acceptanc®adsDrill Beta

in China), plus any outstanding increase or mimysdecrease due to any additional adjustmentgjes d
upon delivery. Any amounts not paid by due datsr linterest at LIBOR (one month) plus 1.5%. The
agreement with Petrobras also stipulates that trapany will pay liquidated damages in the amount of
10% of the day rate of $218,595 or $21,859 perfdagach after the delivery date of October 4, 2013
There are also provisions in the agreement thatregjuire the Builder to pay penalties of $30,0@0 p
day escalating to $60,000 if delayed more thanay/k dhut limited to $10.8 million.

In connection with the construction &assDrill Beta, the Company secured a $125 million Senior
Secured Term Loan commitment that became effeotivApril 29, 2011 with the payment of $2,430,000
in commitment fees. The loan was to be drawn upben BDB took possession BhssDrill Beta and
was to be secured by the vessel. Additionally riguly commitment fees of $625,000 commenced on
July 29, 2011 and were paid quarterly thereaftdit BassDrill Beta was to be delivered. Beginning in
April of 2012, BDB paid the lenders an annual sexviee of $30,000 through the term of the loane Th
term of the loan was for five years after the fipstyment due date, which was to be six months after
BassDrill Beta is delivered. In April 2013, the Company repladieid financing with a new $125 million
Senior Secured Term Loan for the purpose of apglthre funds to finance the purchase price of
BassDrill Beta (see Note G).

In November 2013, the Company took delivery of BaassDrill Beta from DSIC and started the initial
mobilization of the vessel to Brazil.

In October 2012, the Company entered into a tugndantract with DSIC (the “Builder”) to design,
construct and sell a tender support vesBak{Drill Gamma). The delivery point is alongside the
Builder's shipyard in Dalian, China for a contrgmtice of $123,997,500 subject to adjustment in
accordance with certain provisions. The Compangera 15% installment payment of $18,599,625 in
October 2012; and thé®and final installment payment of $105,397,875smny outstanding increase
or minus any decrease due to adjustments, is dore dglivery, which is expected in the third quadér
2014. Any amounts not paid by due dates beardstat LIBOR (one month) plus 1.5%. In the event
the delivery date is delayed, there are provisionthe agreement that will require the Builder &y p
penalties of $5,000 per day escalating to $42,686layed more than 61 days but limited to $6.0iomil

In October 2012, the Company renegotiated its iexjsiffice space when it entered into a five-yessk

for administrative offices in Houston, Texas. Thenthly lease commitment ranges from $12,780 to
$17,179 per month. Rent expense was $79,903 abd&Bfor the three months ended September 30,
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2013 and 2012, respectively. Rent expense was,@2P5nd $89,845 for the nine months ended
September 30, 2013 and 2012, respectively.

In March 2013, the Company was awarded a contoact fL7-well program estimated to last 44 months
with Total for operation of a new tender seBassDrill Delta, for operations off-shore West Africa. The
anticipated delivery foBassDrill Delta is the second quarter of 2015.

In April 2013, the Company entered into a turn-lkagyntract with DSIC (the “Builder”) to design,
construct and sell a tender support vesBasDrill Delta). The delivery point is alongside the Builder’s
shipyard in Dalian, China for a contract price @fLl$,000,000 subject to adjustment in accordande wit
certain provisions. The Company made a 15% ims&it payment of $31,800,000 in April 2013; and
the 29 and final installment payment of $180,200,000,spany outstanding increase or minus any
decrease due to adjustments, is due upon deliwdrigh is expected in the second quarter of 2018y A
amounts not paid by due dates bear interest at RIB@he month) plus 1.5%. In the event the delivery
date is delayed, there are provisions in the ageeertinat will require the Builder to pay penaltiafs
$30,000 per day escalating to $60,000 if delayecertitan 61 days but limited to $9.0 million.

The Company may in the future be involved as ayparvarious legal proceedings that are incidetttal
the ordinary course of business. The Company aglguhnalyzes current information and, as necessary
provides accruals for probable liabilities on tlvergual disposition of these matters. In the apinof
management and legal counsel, as of September033, Zhere were no threatened or pending legal
matters that would have a material impact on then@my’s consolidated financial statements.

NOTE K - SHARE OPTION PLAN

The fair value of share options granted is recaghias operating expenses and $109,054 and $84,757
were expensed during the three months ended Septe3@b2013 and 2012 respectively, and $383,846
and $294,769 was expensed during the nine montsdeBeptember 30, 2013 and 2012, respectively.
There were no effects on taxes in the consolidétexhcial statements. However, if the options are
exercised, a tax benefit will be recorded, as thie @ recorded as deductible for tax purposesthdf
Company has to expense social security taxes detatéhe benefit of options exercised, such expense
will be recorded at the exercise date.

The Atlantica Share Option Plan permits the Bodrdioectors, at its discretion, to grant options to
acquire shares in the Company to employees of timep@ny or its subsidiaries. The options granted ar
not transferable, and the subscription price isac§tl.706 per share adjusted upwards by 12% peman
from the date of grant until the date the optioaxsrcised. Options granted under the plan walt Weree
years after the date of the grant. The maximumbmurof shares authorized for awards of equity share
options is 4,734,000. Authorized, unissued shafethe Company may be used to satisfy exercised
options, or the Company, at its discretion, maisBasuch exercised options in cash.

During 2013, 530,000 share options were grantddupkey personnel. For the valuation of the amio
granted, the following assumptions were appliesk fiee interest rate of 0.51%, share price vathatilf
44.9%, dividend yield of 0% and an expected optéwm of three an d a half years.

During 2012, 333,334 share options were grantehéokey member of executive management. For the
valuation of the options granted, the followinguaaptions were applied; risk-free interest rate 6400,
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share price volatility of 45.5%, dividend yield 6% and an expected option term of three and a half
years.

During 2011, 3,613,890 share options were gramddur key personnel and one board member. For the
valuation of the options granted, the followinguaaptions were applied; risk-free interest rate .dfl%,
share price volatility of 44.5%, dividend yield 8% and an expected option term of three and a half
years.

For accounting purposes, the fair value of the tgihshare options was estimated on the date afrtra
using a Black Scholes option valuation model. Tis&-free interest rates are estimated using the
published United States treasury yield curve ir@fhat the time of grant for instruments with aiEm
term. The dividend yield of 0% is used in the ailon model as no dividends are anticipated todié p
during the term of the options. We have assumadli®0% of the options will vest.

Share options issued in 2011 under the Atlantiea Prhay be exercised up to five years after thetgran
date. Options issued under the Atlantica Plan beagxercised at the earlier of a mandatory offeafio
the shares of the Company (on certain condition®poil 13, 2014. As of September 30, 2013, nohe o
the options granted are exercisable, and there meferfeitures. The weighted average grant-daie f
value of options granted during 2013 and 2012 i2%0per share.

As of September 30, 2013, total unrecognized cosgt@n costs related to all unvested share-based
awards totaled $906,910 which is expected to begrézed as additional expenses of $40,659 in 2013
and $ 341,881 in 2014 and $140,525 thereafter.

NOTE L - DEFINED CONTRIBUTION RETIREMENT PLAN

In August 2011, the Company introduced a definedtrdaution plan for all employees based in the

United States. Under the plan, the Company carg# to the employee’s retirement plan amounts
ranging from one to three percent of the employaeisual salary. Defined contribution plan expenses
for the three months ended September 30, 2013 aa@ %ere $39,332 and $23,591, respectively.

Defined contribution plan expenses for the nine therended September 30, 2013 and 2012 were
$104,042 and $70,871, respectively.

NOTE M - RELATED PARTY TRANSACTIONS
The Company transacts business with the followalgted parties:

* BasslInvest

« BDA

* Bassoe Technology AB (“BassTech AB”)
» Bassoe Technology AS (“BassTech AS")
* Bassoe Offshore AS (“BassOff AS”)

» Bassoe Offshore USA (“BassOff USA”)
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AM has a management services agreement with BO#deide it management services for the operation
of BassDrill Alpha. Fees for such services were approximately $4D4ahd $368,000 for three months
ended September 30, 2013 and 2012, respectivelys for such services were approximately $1,153,000
and $1,096,000 for the nine months ended Septe®hed013 and 2012, respectively. Additionally, AM
also earned a performance bonus of $326,406 and, #28! for the nine months ended September 30,
2013 and 2012, respectively.

The Company has agreements with BassTech AB, BaksA8, BassOff AS and BassOff USA to
provide the Company certain design and technolegyices and reimburse certain costs related to the
construction oBassDrill Beta. Fees and reimbursements for such services vpgm@xmately $0 and
$82,790 for the three months ended September 33, &0d 2012, respectively.

Fees and reimbursements for such services werexdpmately $518,000 and $835,856 for the nine
months ended September 30, 2013 and 2012, resggctiv

At December 31, 2012, the Company had loaned BDAIRB600 (see Note E).
NOTE N - RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

All of our gross earnings from management and dtingufees are receivable in U.S. dolla-rs, and the
majority of our other transactions, assets andlii@s are denominated in U.S. dollars, the fuol
currency of the Company. However, the Companydpesations and assets in a number of countries
worldwide and incurs expenditures in other curresictausing its results from operations to be tftec
by fluctuations in currency exchange rates, prilpadlative to the U.S. dollar. The Company wik@

be exposed to changes in interest rates on floattegest rate debt in the future. There is, tlaugsk
that currency and interest rate fluctuations walvé a negative effect on the value of the Compargsh
flows.

Interest Rate Risk Management

The Company’s exposure to interest rate risk relatainly to its future floating interest rate deilnid
balances of surplus funds placed with financiatittsons. The Company’s ambition is to obtain the
most favorable interest rate borrowings availabliéhout increasing its foreign currency exposure.
Surplus funds are generally placed in depositsaimkb. Such deposits are available daily in order t
provide the Company with flexibility to meet all g@rements for working capital and capital
investments. The extent to which the Company plansgilize interest rate swaps and other derieito
manage its interest rate risk will be determinedt®sy/ net debt exposure and its views on futureeste
rates.

Foreign Currency Risk Management

The Company does not presently use foreign curréargyard contracts and other derivatives to manage
its exposure to foreign currency risk on any asdatbilities or future anticipated transactionsthe
existing exposure is not deemed significant.
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Credit Risk

The Company has financial assets, including cashcash equivalents and other receivables. These
assets expose the Company to credit risk arisorg frossible default by the counterparty. The Campa
considers the counterparties to be creditworthgrfaial institutions and businesses and does nacgxp
any significant loss to result from non-performabgesuch counterparties. The Company, in the nbrma
course of business, does not demand collateral.

-20-



