OKEA ASA
(A public limited liability company incorporated under the laws of Norway)
Initial public offering of shares with an indicative price range of NOK 25 to NOK 33 per Share
Admission to listing and trading of the Company’s Shares on Oslo Børs

This prospectus (the “Prospectus”) has been prepared in connection with the initial public offering (the “Offering”) of shares of OKEA ASA (the “Company”
or "OKEA"), a public limited liability company incorporated under the laws of Norway and the related listing (the “Listing”) of the Company’s shares, each with
a nominal value of NOK 0.10 (the “Shares”) on Oslo Børs, a stock exchange operated by Oslo Børs ASA (the “Oslo Børs”). The Offering comprises up to
26,000,000 new Shares to be issued by the Company (the "New Shares") and up to 4,180,000 existing Shares (the "Sale Shares") offered by the Company's
existing shareholders listed in Section 18.2 "Selling Shareholders" (collectively, the "Selling Shareholders").
The Offering consists of: (i) a private placement to (a) investors in Norway, (b) institutional investors outside Norway and the United States of America (the
“U.S.” or the “United States”), subject to applicable exemptions from applicable prospectus requirements, and (c) “qualified institutional buyers” (“QIBs”) in
the United States as defined in, and in reliance on, Rule 144A (“Rule 144A”) or another available exemption under the U.S. Securities Act of 1933 (the “U.S.
Securities Act”) (the “Institutional Offering”) and (ii) a retail offering to the public in Norway (the “Retail Offering”). All offers and sales outside the United
States will be made in offshore transactions in compliance with Regulation S under the U.S. Securities Act (“Regulation S”).
In addition, Pareto Securities as stabilisation manager (the "Stabilisation Manager"), in consultation with the other Managers (as defined below), may elect
to over-allot a number of additional shares equalling up to approximately 15% of the final number of New Shares sold in the Offering (the "Additional Shares",
and, unless the context indicates otherwise, together with the Sale Shares and New Shares, the “Offer Shares”). In this respect, certain Selling Shareholders
is expected to grant Pareto Securities as Stabilisation Manager an option to borrow a number of Shares equal to the number of Additional Shares (the "OverAllotment Option"). The Stabilisation Manager will further be granted an option to purchase from such Selling Shareholders up to a combined total number of
Shares equal to the Additional Shares, exercisable, in whole or in part, within a 30-day period commencing at the time trading of the Shares commences on
Oslo Børs to cover any over-allotments made in connection with the Offering on the terms and subject to the conditions described in this Prospectus (the "OverAllotment Option "). If the Managers over-allot Shares in connection with the Offering, a stock exchange notice will be made on the first day of trading in the
Shares, which will also state that stabilisation activities may occur.
The price (the “Offer Price”) at which the Offer Shares will be issued is expected to be between NOK 25 and NOK 33 per Offer Share (the “Indicative Price
Range”). The Offer Price may be set within, below or above the Indicative Price Range. The Offer Price will be determined following a bookbuilding process and
will be set by the Company, in consultation with the Managers (as defined below). See Section 18 “The terms of the Offering” for further information on how
the Offer Price is set. The Offer Price, and the number of Offer Shares issued in the Offering, is expected to be announced through a stock exchange notice
notice no later than 7 June 2019 at 09:00 hours (CET).
The offer period in the Institutional Offering (the “Bookbuilding Period”) will commence at 09:00 hours (Central European Time, “CET”) on 28 May 2019 and
close at 15:00 hours (CET) on 6 June 2019.
The application period in the Retail Offering (the “Application Period”) will commence at 09:00 hours (CET) on 28 May 2019 and close at 12:00 hours (CET)
on 6 June 2019.
The Bookbuilding Period and the Application Period may, in the Company's sole discretion, in consultation with the Managers and for any reason, be shortened
or extended beyond the set times, but will in no event be shortened to expire prior to 16:30 hours (CET) on 5 June 2019 or extended beyond 15:00 hours (CET)
on 14 June 2019.
The Shares are, and the New Shares will be, registered in the Norwegian Central Securities Depository (the “VPS”) in book-entry form. All Shares rank in parity
with one another and carry one vote. Except where the context otherwise requires, references in this Prospectus to the Shares will be deemed to include the
Offer Shares.
Investing in the Offer Shares involves a high degree of risk. Prospective investors should read the entire Prospectus and, in particular, consider
Section 2 “Risk Factors” beginning on page 6 when considering an investment in the Company.
The Offer Shares have not been, and will not be, registered under the U.S. Securities Act or with any securities regulatory authority of any state
or other jurisdiction in the United States, and are being offered and sold: (i) in the United States only to persons who are QIBs in reliance on
Rule 144A or another available exemption from registration requirements of the Securities Act; and (ii) outside the United States in offshore
transactions in compliance with Regulation S. Prospective investors are hereby notified that any seller of the Offer Shares may be relying on
the exemption from the provisions of Section 5 of the U.S. Securities Act provided by Rule 144A. The distribution of this Prospectus and the
offer and sale of the Offer Shares may be restricted by law in certain jurisdictions. Accordingly, neither this Prospectus nor any advertisement
or any other Offering material may be distributed or published in any jurisdiction, except under circumstances that will result in compliance
with applicable laws and regulations. Persons in possession of this Prospectus are required by the Company and the Managers to inform
themselves about and to observe any such restrictions. Any failure to comply with these regulations may constitute a violation of the securities
laws of any such jurisdictions. See Section 19 “Selling and Transfer Restrictions”.
Prior to the Offering, the Shares have not been publicly traded. On or about 31 May 2019, the Company expects to apply for the Shares to be admitted for
trading and listing on Oslo Børs, and completion of the Offering is subject to the approval of the listing application by the board of directors of Oslo Børs, the
satisfaction of the conditions for admission to listing set by Oslo Børs and certain other conditions as set out in Section 18.16 “Conditions for completion of the
Offering – Listing and trading of the Offer Shares”. The Shares will be eligible for clearing through the facilities of Oslo Børs.
The due date for the payment of the Offer Shares is expected to be on or about 11 June 2019 in the Retail Offering, and on or about 12 June 2019 in the
Institutional Offering. Delivery of the Offer Shares is expected to take place on or about 12 June 2019 in the Retail Offering and in the Institutional Offering
through the facilities of the VPS. Trading in the Shares on Oslo Børs is expected to commence on or about 11 June 2019, under the ticker code “OKEA”. If closing
of the Offering does not take place on such dates or at all, the Offering may be withdrawn, resulting in all applications for Offer Shares being disregarded, any
allocations made being deemed not to have been made and any payments made will be returned without any interest or other compensation. All dealings in
the Shares prior to settlement and delivery are at the sole risk of the parties concerned.
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IMPORTANT INFORMATION
This Prospectus has been prepared in connection with the Offering of the Offer Shares and the Listing of the Shares on Oslo Børs.
This Prospectus has been prepared to comply with the Norwegian Securities Trading Act of 29 June 2007 no. 75 (the “Norwegian Securities Trading Act”)
and related secondary legislation, including the Commission Regulation (EC) no. 809/2004 implementing Directive 2003/71/EC of the European Parliament and
of the Council of 4 November 2003 regarding information contained in prospectuses, as amended, and as implemented in Norway (the “EU Prospectus
Directive”). This Prospectus has been prepared solely in the English language. The Financial Supervisory Authority of Norway (Nw.: Finanstilsynet) (the
“Norwegian FSA”) has reviewed and, on 27 May 2019, approved this Prospectus in accordance with Sections 7-7 and 7-8 of the Norwegian Securities Trading
Act. The Norwegian FSA has not controlled or approved the accuracy or completeness of the information included in this Prospectus. The approval by the
Norwegian FSA only relates to the information included in accordance with pre-defined disclosure requirements. The Norwegian FSA has not made any form of
control or approval relating to corporate matters described in or referred to in this Prospectus.
For definitions of certain other terms used throughout this Prospectus, see Section 21 “Definitions and Glossary”.
The Company has engaged Skandinaviska Enskilda Banken AB (publ.), Oslo Branch (“SEB”), SpareBank 1 Markets AS (“SpareBank 1 Markets”) and Pareto
Securities AS (“Pareto Securities”) as “Joint Global Coordinators”. The Joint Global Coordinators are together also referred to herein as the “Managers”.
The information contained herein is current as at the date hereof and subject to change, completion and amendment without notice. In accordance with Section
7-15 of the Norwegian Securities Trading Act, significant new factors, material mistakes or inaccuracies relating to the information included in this Prospectus,
which are capable of affecting the assessment by investors of the Offer Shares between the time of approval of this Prospectus by the Norwegian FSA and the
Listing, will be included in a supplement to this Prospectus. Neither the publication nor distribution of this Prospectus, nor the sale of any Offer Share, shall
under any circumstances imply that there has been no change in the Company’s affairs or that the information herein is correct as at any date subsequent to
the date of this Prospectus.
No person is authorised to give information or to make any representation concerning the Company or in connection with the Offering or the sale of the Offer
Shares other than as contained in this Prospectus. If any such information is given or made, it must not be relied upon as having been authorised by the
Company, the Selling Shareholders or the Managers or by any of the affiliates, representatives, advisors or selling agents of any of the foregoing.
The distribution of this Prospectus and the offer and sale of the Offer Shares in certain jurisdictions may be restricted by law. This Prospectus
does not constitute an offer of, or an invitation to purchase, any of the Offer Shares in any jurisdiction in which such offer or sale would be
unlawful. Neither this Prospectus nor any advertisement or any other offering material may be distributed or published in any jurisdiction
except under circumstances that will result in compliance with applicable laws and regulations. Persons in possession of this Prospectus are
required to inform themselves about and to observe any such restrictions. In addition, the Offer Shares are subject to restrictions on
transferability and resale and may not be transferred or resold except as permitted under applicable securities laws and regulations. Investors
should be aware that they may be required to bear the financial risks of this investment for an indefinite period of time. Any failure to comply
with these restrictions may constitute a violation of applicable securities laws. See Section 19 “Selling and Transfer Restrictions”.
This Prospectus and the terms and conditions of the Offering as set out herein and any sale and purchase of Offer Shares hereunder shall be governed by and
construed in accordance with Norwegian law. The courts of Norway, with Oslo as legal venue, shall have exclusive jurisdiction to settle any dispute which may
arise out of or in connection with the Offering or this Prospectus.
In making an investment decision, prospective investors must rely on their own examination, and analysis of, and enquiry into the Company
and the terms of the Offering, including the merits and risks involved. None of the Company, the Selling Shareholders or the Managers, or any of their
respective representatives or advisers, is making any representation to any offeree or purchaser of the Offer Shares regarding the legality of an investment in
the Offer Shares by such offeree or purchaser under the laws applicable to such offeree or purchaser. Each investor should consult with his or her own advisors
as to the legal, tax, business, financial and related aspects of a purchase of the Offer Shares.
All Sections of the Prospectus should be read in context with the information included in Section 4 “General Information”.
NOTICE TO INVESTORS IN THE UNITED STATES
The Offer Shares have not been recommended by any United States federal or state securities commission or regulatory authority. Furthermore, the foregoing
authorities have not passed upon the merits of the Offering or confirmed the accuracy or determined the adequacy of this Prospectus. Any representation to the
contrary is a criminal offense under the laws of the United States.
The Offer Shares have not been and will not be registered under the U.S. Securities Act, or with any securities regulatory authority of any state or other
jurisdiction in the United States, and may not be offered, sold, pledged or otherwise transferred within the United States, except pursuant to an exemption
from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act and in compliance with any applicable state securities laws.
Accordingly, the Offer Shares are being offered and sold: (i) in the United States only to QIBs in reliance upon Rule 144A or another available exemption from
the registration requirements of the U.S. Securities Act; and (ii) outside the United States in offshore transactions in compliance with Regulation S. For certain
restrictions on the sale and transfer of the Offer Shares, see Section 19 “Selling and Transfer Restrictions”.
Prospective investors are advised to consult legal counsel prior to making any offer, resale, pledge or other transfer of the Offer Shares, and
are hereby notified that sellers of Offer Shares may be relying on the exemption from the provisions of Section 5 of the U.S. Securities Act. See
Section 19 “Selling and Transfer Restrictions”.
In the United States, this Prospectus is being furnished on a confidential basis solely for the purposes of enabling a prospective investor to consider purchasing
the particular securities described herein. The information contained in this Prospectus has been provided by the Company and other sources identified herein.
Distribution of this Prospectus to any person other than the offeree specified by the Managers or their representatives, and those persons, if any, retained to
advise such offeree with respect thereto, is unauthorised, and any disclosure of its contents, without prior written consent of the Company, is prohibited. Any
reproduction or distribution of this Prospectus in the United States, in whole or in part, and any disclosure of its contents to any other person is prohibited. This
Prospectus is personal to each offeree and does not constitute an offer to any other person or to the public generally to purchase Offer Shares or subscribe for
or otherwise acquire any Shares.
NOTICE TO INVESTORS IN THE UNITED KINGDOM
This Prospectus is only being distributed to and is only directed at (i) persons who are outside the United Kingdom (the “UK”) or (ii) investment professionals
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (iii) high net worth companies,
and other persons to whom it may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as
“Relevant Persons”). The Offer Shares are only available to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire such Shares
will be engaged in only with, Relevant Persons. Any person who is not a Relevant Person should not act or rely on this Prospectus or any of its contents.
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NOTICE TO INVESTORS IN THE EEA
In any member state of the European Economic Area (the “EEA”), other than Norway (each, a “Member State”), this communication is only addressed to and
is only directed at qualified investors in that Member State within the meaning of the EU Prospectus Directive. The Prospectus has been prepared on the basis
that all offers of Offer Shares outside Norway will be made pursuant to an exemption under the EU Prospectus Directive from the requirement to produce a
prospectus for offer of shares. Accordingly, any person making or intending to make any offer within the EEA of Offer Shares which is the subject of the Offering
contemplated in this Prospectus within any EEA member state (other than Norway) should only do so in circumstances in which no obligation arises for the
Company or any of the Managers to publish a prospectus or a supplement to a prospectus under the EU Prospectus Directive for such offer. Neither the Company
nor the Managers have authorised, nor do they authorise, the making of any offer of Shares through any financial intermediary, other than offers made by
Managers which constitute the final placement of Offer Shares contemplated in this Prospectus.
Each person in a Member State other than, in the case of paragraph (a), persons receiving offers contemplated in this Prospectus in Norway, who receives any
communication in respect of, or who acquires any Offer Shares under, the offers contemplated in this Prospectus will be deemed to have represented, warranted
and agreed to and with the Managers and the Company that:
a)

it is a qualified investor as defined in the EU Prospectus Directive; and

b)

in the case of any Offer Shares acquired by it as a financial intermediary, as that term is used in Article 3(2) of the EU Prospectus Directive, (i)
such Offer Shares acquired by it in the Offering have not been acquired on behalf of, nor have they been acquired with a view to their offer or
resale to, persons in any Member State other than qualified investors, as that term is defined in the EU Prospectus Directive, or in circumstances
in which the prior consent of the Managers has been given to the offer or resale; or (ii) where such Offer Shares have been acquired by it on
behalf of persons in any Member State other than qualified investors, the offer of those Offer Shares to it is not treated under the EU Prospectus
Directive as having been made to such persons.

For the purposes of this provision, the expression an “offer to the public” in relation to any of the Offer Shares in any Member State means the communication
in any form and by any means of sufficient information on the terms of the offer and any Shares to be offered so as to enable an investor to decide to purchase
any of the Offer Shares, as the same may be varied in that Member State by any measure implementing the EU Prospectus Directive in that Member State, and
the expression “EU Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the 2010 PD Amending Directive, to the extent
implemented in the Member State), and includes any relevant implementing measure in each Member State and the expression “2010 PD Amending Directive”
means Directive 2010/73/EU.
See Section 19 “Selling and Transfer Restrictions” for certain other notices to investors.
NOTICE TO INVESTORS IN CANADA
The Offer Shares may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited investors, as defined in National
Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted clients, as defined in National Instrument
31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the Offer Shares must be made in accordance with an
exemption from, or in a transaction not subject to, the prospectus requirements of applicable securities laws.
Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if this Prospectus (including
any amendment thereto) contains a misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser within the time
limit prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any applicable provisions of the securities
legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal advisor.
Pursuant to section 3A.3 (or, in the case of securities issued or guaranteed by the government of a non-Canadian jurisdiction, section 3A.4) of National
Instrument 33-105 Underwriting Conflicts (NI 33-105), the Managers are not required to comply with the disclosure requirements of NI 33-105 regarding
underwriter conflicts of interest in connection with this offering.
INFORMATION TO DISTRIBUTORS
Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU on markets in financial instruments, as amended
(“MiFID II”); (b) Articles 9 and 10 of Commission Delegated Directive (EU) 2017/593 supplementing MiFID II; and (c) local implementing measures (together,
the “MiFID II Product Governance Requirements”), and disclaiming all and any liability, which any “manufacturer” (for the purposes of the MiFID II Product
Governance Requirements) may otherwise have with respect thereto, the Shares have been subject to a product approval process, which has determined that
they each are: (i) compatible with an end target market of retail investors and investors who meet the criteria of professional clients and eligible counterparties,
each as defined in MiFID II (“the Positive Target Market”); and (ii) eligible for distribution through all distribution channels (the “Appropriate Channels for
Distribution”). Distributors should note that: the price of the Shares may decline and investors could lose all or part of their investment; the Shares offer no
guaranteed income and no capital protection; and an investment in the Shares is compatible only with investors who do not need a guaranteed income or capital
protection, who (either alone or in conjunction with an appropriate financial or other adviser) are capable of evaluating the merits and risks of such an investment
and who have sufficient resources to be able to bear any losses that may result therefrom. Conversely, an investment in the Shares is not compati ble with
investors looking for full capital protection or full repayment of the amount invested or having no risk tolerance, or investors requiring a fully guaranteed income
or fully predictable return profile (the “Negative Target Market” and, together with the Positive Target Market, the “Target Market Assessment”).
The Target Market Assessment is without prejudice to the requirements of any contractual, legal or regulatory selling restrictions in relation to the Offering.
For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or appropriateness for the purposes of MiFID II;
or (b) a recommendation to any investor or group of investors to invest in, or purchase, or take any other action whatsoever with respect to the Shares.
Each distributor is responsible for undertaking its own Target Market Assessment in respect of the Shares and determining appropriate distribution channels.
STABILISATION
In connection with the Offering and in accordance with all applicable laws and rules, Pareto Securities (the “Stabilisation Manager”) acting for the account of
the Managers, may (but will be under no obligation to) over-allot Shares or effect stabilisation transactions with a view to supporting the market price of the
Shares during the Stabilisation Period at a level higher than that which might otherwise prevail (provided that the aggregate principal amount of Shares allotted
does not exceed 15 percent of the aggregate principal amount of the Offer Shares). However, stabilisation action may not necessarily occur and may cease at
any time. Any stabilisation action may begin on or after the date of commencement of trading of the Shares on Oslo Børs and, if begun, may be ended at any
time, but it must end no later than 30 days after that date. Any stabilisation action or over-allotment must be conducted by the Stabilisation Manager in
accordance with all applicable laws and rules and can be undertaken at the offices of the Stabilisation Manager and on Oslo Børs. Stabilisation may result in an
exchange or market price of the Shares that is higher than might otherwise prevail, and the exchange or market price may reach a level that cannot be
maintained on a permanent basis.
The Stabilisation Manager will act as the central point under Art (6)5 of Commission Delegated Regulation (EU) 2016/1052 of 8 March 2016 supplementing
regulation (EU) No. 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the conditions applicable to buyback programmes and stabilisation measures.
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Any stabilisation measures will be conducted in accordance with Regulation (EU) No. 596/2014 of the European Parliament and of the Council on market abuse
(the “Market Abuse Regulation” or “MAR”) and the Commission Delegated Regulation (EU) 2016/1052 supplementing the Market Abuse Regulation with
regard to regulatory technical standards for the conditions applicable to buy-back programmes and stabilisation measures.
ENFORCEMENT OF CIVIL LIABILITIES
OKEA is a public limited liability company incorporated under the laws of Norway. As a result, the rights of holders of the Shares will be governed by Norwegian
law and OKEA’s articles of association (the “Articles of Association”). The rights of shareholders under Norwegian law may differ from the rights of shareholders
of companies incorporated in other jurisdictions. The members of OKEA’s board of directors (the “Board Members” and the “Board of Directors”, respectively)
and the members of the senior management of OKEA ASA (the “Management”) are not residents of the United States. Virtually all of the Company’s assets
and the assets of the Board Members and members of Management are located outside the United States. As a result, it may be impossible or difficult for
investors in the United States to effect service of process upon the Company, the Board Members and members of Management in the United States or to
enforce against the Company or those persons judgments obtained in U.S. courts, whether predicated upon civil liability provisions of the federal securities laws
or other laws of the United States.
The United States and Norway do not currently have a treaty providing for reciprocal recognition and enforcement of judgements (other than arbitral awards)
in civil and commercial matters. Uncertainty exists as to whether courts in Norway will enforce judgments obtained in other jurisdictions, including the United
States, against OKEA or its Board Members or members of Management under the securities laws of those jurisdictions or entertain actions in Norway against
the Company or the Board Members or members of Management under the securities laws of other jurisdictions. In addition, awards of punitive damages in
actions brought in the United States or elsewhere may not be enforceable in Norway.
AVAILABLE INFORMATION
The Company has agreed that, for so long as any of the Offer Shares are “restricted securities” within the meaning of Rule 144(a)(3) under the U.S. Securities
Act, it will during any period in which it is neither subject to Sections 13 or 15(d) of the U.S. Securities Exchange Act of 1934 (the “U.S. Exchange Act”), nor
exempt from reporting pursuant to Rule 12g3-2(b) under the U.S. Exchange Act, provide to any holder or beneficial owners of Shares, or to any prospective
purchaser designated by any such registered holder, upon the request of such holder, beneficial owner or prospective owner, the information required to be
delivered pursuant to Rule 144A(d)(4) of the U.S. Securities Act.
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1

SUMMARY

Summaries are made up of disclosure requirements known as “Elements”. These Elements are numbered in Sections A
– E (A.1 – E.7) below. This summary contains all the Elements required to be included in a summary for this type of
securities and the Company. Because some Elements are not required to be addressed, there may be gaps in the
numbering sequence of the Elements. Even though an Element may be required to be inserted in the summary because
of the type of securities and issuer, it is possible that no relevant information can be given regarding the Element. In
this case a short description of the Element is included in the summary with the mention of “not applicable”.
Section A – Introduction and Warnings
A.1

Warning

This summary should be read as introduction to the Prospectus;
any decision to invest in the securities should be based on consideration of
the Prospectus as a whole by the investor;
where a claim relating to the information contained in the Prospectus is
brought before a court, the plaintiff investor might, under the national
legislation of the Member States, have to bear the costs of translating the
Prospectus before the legal proceedings are initiated; and
civil liability attaches only to those persons who have tabled the summary
including any translation thereof, but only if the summary is misleading,
inaccurate or inconsistent when read together with the other parts of the
prospectus or it does not provide, when read together with the other parts of
the Prospectus, key information in order to aid investors when considering
whether to invest in such securities.

A.2

Warning

Not applicable. No consent is granted by the Company for the use of the
Prospectus for subsequent resale or final placement of the Shares.
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Section B – Issuer
B.1

Legal and commercial

OKEA ASA.

name
B.2

Domicile and legal form,

OKEA is a public limited liability company organised and existing under the

legislation and country of

laws of Norway pursuant to the Norwegian Public Limited Companies Act.

incorporation
B.3

Current operations,

OKEA is a fast-growing Norwegian independent oil producer. All of OKEA’s oil

principal activities and

and gas assets are located on the Norwegian Continental Shelf. The strategy

markets

is to grow production by bringing undeveloped discoveries with less than 100
million boe of gross recoverable reserves into production and to participate
in oil and gas related M&A activity. In 2018, OKEA acquired participating
interests in the Draugen and Gjøa fields from A/S Norske Shell. It is OKEA’s
plan to continue to grow its business through a combination of new field
developments and M&A activity.
As at the date of the Prospectus, OKEA is producing oil and gas at a rate of
about 20 000 boepd from three fields; the Draugen, Gjøa and Ivar Aasen
fields. The Company is also a partner in the "Yme New Development". OKEA
holds participating interests in 20 production licences ("Production
Licences") in total, of which it operates 11 of these Production Licences.

B.4a

Significant recent trends

The Company acquired its participating interests in the Draugen and Gjøa
fields in November 2018. The acquisitions are in line with the Company’s
strategy of field development of sub-100 mmboe fields, and recent market
trends. In recent years there have been a number of larger corporate deals,
with majors selling out of the Norwegian Continental Shelf, and smaller fields
becoming more important. The Company is well positioned for further growth
and to act on opportunities based on these market trends.
Further, oil prices have recovered substantially over the past 12 months,
strengthening the Company’s operations. The Company was also awarded
with four new Production Licences in the 2018 Award in Predefined Areas
(awards in predefined areas (APA) introduced in 2003 for mature areas of
the NCS). Based on the above factors the company exited 2018 with a
significantly larger, stronger and more diversified production portfolio than
at the beginning of the year.
In 2018 the Company carried out three share issues, with net proceeds of
NOK 1,137 million. Most of this was related to the financing of the acquisition
of the participating interests in the Draugen and Gjøa fields. In addition, the
Company issued its second bond, OKEA 02, which resulted in securing an
additional USD 180 million in financing in June 2018.

B.5

Description of the

OKEA does not have any subsidiaries as at the date of this Prospectus.

Company
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B.6

Interests in the Company

Shareholders owning 5% or more of the Shares need to disclose this to the

and voting rights

market through Oslo Stock Exchange pursuant to the Norwegian Securities
Trading Act.
As of the date of this Prospectus, the Company has 137 shareholders. An
overview of shareholders holding 5% or more of the Shares as of the date of
this Prospectus is set out below:
Shareholder
#

name

No. of Shares

% Shareholding

40,547,750

49.33

28,753,000

34.98

BCPR Pte. Ltd.
1
2

OKEA Holdings
Ltd.

There are no differences in voting rights between the Shares.
The Company is not aware of any arrangements that may result in change of
control of the Company.
B.7

Selected historical key

The selected financial information presented below has been extracted from

financial information

the Company’s annual audited financial statements with account periods 1
January - 31 December 2018, 1 January - 31 December 2017 and 1 January
- 31 December 2016 respectively (the "Financial Statements"). The
financial information for the periods ended 31 March 2019 and 31 March 2018
has been extracted from the Company’s unaudited quarterly report for the
period ended 31 March 2019.
The Financial Statements are included in appendix B to this Prospectus. The
financial statements for the calendar years 2017 and 2018 have been
prepared in accordance with IFRS as adopted by the EU as well as the
Norwegian disclosure requirements pursuant to the Norwegian Accounting
Act. The financial statements for the periods ended 31 March 2019 and 31
March 2018 have been prepared in accordance with IAS 34 based on the
same accounting policies applied in the 2018 financial statements except for
restatement to over and underlift and the implementation of IFRS 16 effective
from 1 January 2019.
The Company converted its financial statements to IFRS in 2017 with a 1
January 2016 IFRS opening statement of financial position. The 2017
Financial Statements includes 2016 IFRS financial figures as comparative
financial information.
The financial statements for the calendar year 2016, prepared in accordance
with the Norwegian Accounting Act and NGAAP, have also been audited by
PwC.
For information regarding accounting policies and the use of estimates and
judgements, please refer to note 2, Accounting policies and note 3, Critical
accounting judgements and estimates of the 2018 and 2017 audited financial
statements, included in this Prospectus as Appendix B.
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Selected data from the statement of comprehensive income

Q1 2019
(unaudited)

Q1 2018 restated
(unaudited)

2018 restated
(unaudited)

2018

2017

2016

748 115

2 314

149 761

149 761

38 429

-

YME compensation contract breach

22 098

-

115 000

115 000

-

-

Other operating income / loss

-5 985

-

44 326

88 747

5 007

494

Total operating income

764 228

2 314

309 087

353 508

43 435

494

Production expenses

-144 106

-2 390

-96 714

-18 347

-7 654

-148

Changes in over/underlift positions and
production inventory

-164 585

14 022

133 318

-

-

-

-12 402

-11 211

-74 782

-74 782

-28 710

-547

-201 359

-5 883

-100 066

-57 297

-18 025

-178

-36 354

-

-

-

-

-

-9 227

-11 033

-34 183

-34 183

-11 707

-13 772

Amounts in NOK `000
Revenues from crude oil and gas sales

Exploration expenses
Depreciation, depletion and amortization
Impairment
Employee benefit expenses
Other operating expenses
Total operating expenses
Profit / loss (-) from operating
activities
Finance income

-20 924

-4 317

-87 899

-87 899

-33 128

-14 281

-588 958

-20 811

- 260 326

-272 509

-99 223

-28 926

175 270

-18 498

48 761

80 999

-55 788

-28 432

52 894

29 101

17 300

17 300

2 392

2 460

-89 838

-23 905

-366 263

-366 263

-27 098

-5 334

Net financial items

-36 944

5 197

-348 963

-348 963

-24 706

-2 874

Profit / loss (-) before income tax

138 326

-13 301

-300 202

-267 964

-80 494

-31 307

Income taxes

-134 960

12 815

144 488

119 342

68 780

25 648

3 366

-486

-155 715

-148 622

-11 714

-5 659

-

-

-

-

-

-

3 366

-486

-155 715

-148 622

-11 714

-5 659

Finance costs

Net profit / loss (-)
Other comprehensive income:
Total other comprehensive income
Total comprehensive income / loss (-)
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Selected data from the statement of financial position
Amounts in NOK `000

31.03.2019
(unaudited)

31.03.2018
restated (unaudited)

31.12.2018
restated (unaudited)

31.12.2018

31.12.2017

31.12.2016

-

89 456

-

-

85 091

37 031

1 436 073

8 057

1 472 428

1 472 428

8 057

8 057

ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets

9 320

5 752

6 324

6 324

5 752

4 752

3 991 123

716 864

4 022 321

4 022 321

676 378

512 923

91 344

-

92 501

92 501

-

-

7 511

216

3 407

3 407

217

224

189 541

-

-

-

-

-

2 778 951

8 875

2 754 237

2 754 237

-

-

8 503 863

829 219

8 351 218

8 351 218

775 495

562 987

Trade and other receivables

840 921

132 084

912 159

944 397

120 207

105 561

Spareparts, equipment and inventory

228 154

-

315 500

315 500

-

-

Restricted cash

142 123

859 633

48 327

48 327

907 799

-

Cash and cash equivalents

585 949

121 230

394 670

394 670

29 609

37 889

1 797 146

1 112 946

1 670 656

1 702 895

1 057 615

143 450

10 301 010

1 942
165

10 021 874

10 054 113

1 833 110

706 437

8 220

3 715

8 220

8 220

24 738

11 337

1 624 104

595 991

1 624 104

1 624 104

470 755

216 125

1 754

157

1 361

1 361

-

-

-

-

-

-

Oil and gas properties
Buildings
Furniture, fixtures and office
equipment
Right-of-use assets
Other non-current assets
Total non-current assets
Current assets

Total current assets

TOTAL ASSETS
EQUITY AND LIABILITIES
Equity
Share capital
Share premium
Other paid in capital
Unregistered share capital
Accumulated loss
Total equity

146 968

-174 015

-22 153

- 177 381

-170 289

-21 667

-9 953

1 460 064

577 711

1 456 304

1 463 396

473 827

364 477

Non-current liabilities
Provisions

3 888 000

321 168

3 859 308

3 859 308

319 668

202 466

Lease liability

144 034

-

-

-

-

-

Deferred tax liabilities

886 005

-

861 636

886 782

-

-

Interest-bearing loans and borrowings
Total non-current liabilities

2 505 875

918 091

2 528 589

2 528 589

963 312

-

7 423 915

1 239 259

7 249 534

7 274 680

1 282 979

202 466

1 086 437

116 145

1 145 923

1 145 923

66 013

25 899

265 720

-

155 722

155 722

-

-

45 544

-

-

-

-

-

Current liabilities
Trade and other payables
Income tax payable
Lease liability-current
Shareholder loan
Public dues payable
Provisions, current
Total current liabilities
Total liabilities
TOTAL EQUITY AND LIABILITIES

1 141

1 141

1 141

1 141

1 141

20 237

15 311

2 374

9 840

9 840

3 596

17 285

2 878

5 535

3 410

3 410

5 554

76 074

1 417 031

125 195

1 316 036

1 316 036

76 304

139 494

8 840 946

1 364 454

8 565 570

8 590 716

1 359 283

341 960

10 301 010

1 942 165

10 021 874

10 054 113

1 833 110

706 437
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Selected data from the statement of cash flows
Amounts in NOK `000

Q1 2019
(unaudited)

Q1 2018
restated
(unaudited)

2018
restated
(unaudited)

2018

2017

2016

138 326

-13 301

-300 202

-267 964

-80 494

-31 307

-

-

20 885

20 885

3 740

-

201 359

5 883

100 066

57 297

18 025

178

Cash flow from operating activities
Profit / loss (-) before income tax
Income tax paid/received
Depreciation, depletion and amortization
Impairment goodwill

36 354

-

-

-

-

-

3 977

1 500

10 078

10 078

6 001

-

54 417

-

145 082

145 082

9 238

-

Change in trade and other receivables, and inventory

158 584

-11 876

-602 224

-591 694

-6 420

-22 491

Change in trade and other payables

-72 157

49 049

693 180

693 180

8 248

39 505

Change in other non-current items

-26 838

-45 221

168 563

168 563

4 385

-

494 024

-13 966

235 428

235 428

-37 278

-14 115

-3 588

-

-573

-573

-999

-4 752

Accretion ARO
Interest expense

Net cash flow from / used in (-) operating activities

Cash flow from investing activities
Investment in exploration and evaluation assets
Business combination, cash paid
Investment in oil and gas properties
Investment in buildings
Investment in furniture, fixtures and office machines

-

-

-2 725 220

-2 725 220

-

-

-164 843

-46 366

-386 526

-386 526

-123 099

-324 454

-

-

-1 001

-1 001

-

-

-4 105

-

-3 196

-3 196

0

-200

-93 796

48 166

859 472

859 472

-907 799

-

-266 332

1 800

-2 257 043

-2 257 043

-1 031 897

-329 406

Proceeds from intercompany borrowings

-

-

-

-

92 280

258 937

Repayment of intercompany borrowings

-

-

-

-

-58 300

-

Net proceeds from borrowings, bond loan

-

-

1 399 065

1 399 065

961 415

-

Net proceeds from borrowings, exploration loan

-

-

37 650

37 650

-

-

Repayment of borrowings, exploration loan

-

-

-40 000

-40 000

-

-

Net investment in (-)/release of restricted cash
Net cash flow from / used in (-) investing activities

Cash flow from financing activities

Interest paid

-36 413

-

-143 403

-143 403

-

-

0

103 787

1 133 365

1 133 365

65 500

113 730

Net cash flow from / used in (-) financing activities

-36 413

103 787

2 386 677

2 386 677

1 060 895

372 666

Net increase/ decrease (-) in cash and cash
equivalents

191 278

91 621

365 062

365 062

-8 280

29 145

Cash and cash equivalents at the beginning of the period

394 670

29 609

29 609

29 609

37 889

8 744

Cash and cash equivalents at the end of the period

585 949

121 230

394 670

394 670

29 609

37 889

142 123

859 633

48 327

48 327

907 799

-

728 071

980 862

442 997

442 997

937 408

37 889

Net proceeds from share issues

Restricted cash at the end of the period
Restricted and unrestricted cash at the end of the
period
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Selected data from the statement of changes in equity

Amounts in NOK `000

Share capital

Share premium

Other paid
in capital

8 220

1 624 104

1 361

Equity at 1 January 2019
Net profit / loss (-) for the
period
Share based payment
Equity at 31 March 2019
(unaudited)

Equity at 1 January 2018

Unregistered
share capital

Total equity

-177 381

1 456 304

3 366

3 366

394

8 220

1 624 104

1 754

24 738

470 755

-

394

-

Net profit / loss (-) for the year
Capital reduction (equity
restructuring)

Accumulated
loss

-174 015

1 460 064

-21 667

473 827

-155 715

-155 715

-23 300

-452 590

-475 890

Share issues, cash

5 095

1 131 736

1 136 831

Share issues, conversion of debt

1 687

474 203

Share based payment
Equity at 31 December 2018
restated (unaudited)

Equity at 1 January 2017

475 890
1 361

8 220

1 624 104

1 361

11 337

216 125

-

1 361

146 968

Net profit / loss (-) for the year

-177 381

1 456 304

-9 953

364 477

-11 714

-11 714

Registration of share issues in
Company Registry

7 348

139 620

Share issues, cash

3 275

62 225

65 500

Share issues, conversion of debt

2 778

52 786

55 564

24 738

470 755

-

-

-21 667

473 827

1 100

20 900

-

-

-4 294

17 706

Equity at 31 December 2017

Equity at 1 January 2016

-146 968

Net profit / loss (-) for the year

-5 659

Share issues, cash

5 686

108 043

Share issues, conversion of debt

4 550

87 182

11 337

216 125

Equity at 31 December 2016

B.8

-5 659
113 730

146 968
-

146 968

238 700
-9 953

364 477

Selected key pro forma

On 20 June 2018, OKEA AS entered into an agreement to acquire a 44.56%

financial information

participating interest in the Draugen field, a 12.0% participating interest in the
Gjøa field and the office building “Råket” in Kristiansund from A/S Norske Shell
(the “Acquisition”). The Acquisition was completed on 30 November 2018 with
an effective date on 1 January 2018.

The Acquisition was financed through the issuance of a USD 180.0 million secured
bond loan in June 2018, USD 110.0 million made available under the secured
bond loan dated in November 2017, in addition to the proceeds of approx. NOK
1,033.0 million from the issuance of new share capital through two private
placements completed in October and November 2018. The acquisition, the
issuance of the secured bond loan and the issuance of new share capital are
together referred to as the “Transactions”.

The unaudited pro forma financial information has been prepared for illustrative
purposes to show how the Transactions might have affected the Company’s
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consolidated statement of comprehensive income for 2018 if the Transactions
occurred on 1 January 2018. The Transactions are fully reflected in the 31
December 2018 statement of financial position, and a pro forma statement of
financial

position

has

therefore

not

been

prepared.

Because of its nature, the unaudited pro forma financial information addresses a
hypothetical situation and, therefore, does not represent the Company's actual
results if the Transactions had in fact occurred on that date and is not
representative of the results of operations for any future periods. Investors are
cautioned not to place undue reliance on this unaudited pro forma financial
information.
Pro forma financial information is included in Section 12 and certain pro forma
figures are highlighted immediately below.
Historical financial
information
OKEA AS
Draugen
Jan. 1 - Dec. 31, 2018
Restated
Jan. 1 - Nov. 30, 2018
IFRS

Amounts in NOK '000
Revenues from crude oil and gas sales
YME compensation contract breach
Other operating income
Total operating income
Production expenses
Changes in over/underlift positions and production inventory
Exploration expenses
Depreciation, depletion and amortization
Employee benefits expenses
Other operating expenses
Total operating expenses

Profit / loss (-) from operating activities

(unaudited)

(unaudited)

-

1 778 110

1 437 010

-

-96 714
133 318
-74 782
-100 066

-539 780
-86 257
-

-158 714
29 157
-1 989

-34 183
-87 899
-260 326

-116 343
-742 380

-40 069
-171 615

-781 904

-34 183
-244 311
-1 956 225

48 761

1 035 730

1 265 395

-781 904

1 567 981

-300 202

Net profit / loss (-)

(unaudited)

Jan. 1 - Dec. 31,
2018

1 437 010

Profit / loss (-) before income tax
Income tax

(unaudited)

Notes

1 778 110

17 300
-366 263
-348 963

Finance cost

Jan. 1 - Nov. 30,
2018

PRO FORMA

149 761
115 000
44 326
309 087

Net financial items

Finance income

Pro forma
adjustments
Gjøa
Jan. 1 - Nov. 30,
2018

144 488
-155 714

-155 714

1 035 730

-

-148 875
-633 030

85 415
-177 156
-91 741

1 265 395

-873 646

1 035 730

1 265 395

-1 131 470
-2 005 115

1 035 730

1 265 395

-2 005 115

3 364 881
115 000
44 326
3 524 207

A
B

C
D

-795 208
-72 657
-76 771
-733 095

102 715
-543 419
-440 704
1 127 277

E

-986 982
140 296

Other comprehensive income
Total other comprehensive income
Total comprehensive income / loss (-)

140 296

B.9

Profit forecast or estimate

Not applicable. No profit forecasts or estimates are made.

B.10

Audit report qualifications

The auditor reports for the financial years ended 31 December 2016, 2017 and
2018 have been issued without any qualifications.

B.11

Insufficient working

Not applicable. The Company is of the opinion that the working capital available

capital

to the Company is sufficient for the Company’s present requirements, for the
period covering at least 12 months from the date of this Prospectus.

Section C – Securities
C.1

Type and class of

The Company has one class of Shares in issue and all Shares provide equal

securities admitted to

rights in the Company. Each of the Shares carries one vote. The Shares have

trading and identification

been created under the Norwegian Public Limited Companies Act and are

number

registered in book-entry form with the VPS under ISIN NO0010816895.

C.2

Currency of issue

The Shares are issued in NOK (as defined below).

C.3

Number of shares in issue

As of the date of this Prospectus, the Company’s share capital is NOK

and nominal value

8,220,450 divided into 82,204,500 Shares, each with a nominal value of NOK
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0.10. However, reference is made to the issue of the Trigger 1 Warrants
(TG1) in connection with the Offering as further described in Section 15.3.
C.4

Rights attaching to the

The Company has one class of Shares in issue, and in accordance with the

securities

Norwegian Public Limited Companies Act, all Shares in that class provide
equal rights in the Company. Each of the Shares carries one vote.

C.5

Restrictions on transfer

The Articles of Association do not provide for any restrictions on the transfer
of Shares, or a right of first refusal for the Company’s shareholders. Share
transfers are not subject to approval by the Board of Directors.

C.6

Admission to trading

The Company will on or about 31 May 2019 apply for admission to trading of
its Shares on Oslo Børs. It is expected that the Board of Directors of Oslo
Børs will approve the listing application of the Company on or about 5 June
2019, subject to certain conditions being met.
The Company currently expects commencement of trading in the Shares on
Oslo Børs on or around 11 June 2019. The Company has not applied for
admission to trading of the Shares on any other stock exchange or regulated
market.

C.7

Dividend policy

In deciding whether to propose a dividend and in determining the dividend
amount, the Board of Directors will take into account legal restrictions, as set
out in the Norwegian Public Limited Companies Act of 13 June 1997 no. 45
(the “Norwegian Public Limited Companies Act”), the Company’s capital
requirements, including capital expenditure requirements, the Company’s
financial condition, general business conditions and any restrictions that its
contractual arrangements in place at the time of the dividend may place on
its ability to pay dividends and the maintenance of appropriate financial
flexibility. Except in certain specific and limited circumstances set out in the
Norwegian Public Limited Companies Act, the amount of dividends paid may
not exceed the amount recommended by the Board of Directors.
The proposal to pay a dividend in any year is, in addition to legal restrictions,
further subject to any restrictions

under the Company’s borrowing

arrangements or other contractual arrangements in place at the time. The
Bonds contain restrictions on the ability of OKEA to pay dividends to its
shareholder, whereby OKEA must not declare or make any dividend payment,
repurchase shares or make any loans or other equity distributions or
payments to its direct or indirect shareholders, whether in cash or in kind
other than upon the dates of occurrence of certain events as described in the
Bond Agreements.
Further, OKEA is growing its business and surplus cash will be used to fund
ongoing and future projects. Consequently, the Company does not expect to
pay dividends in the foreseeable future.
No dividends have been distributed to the shareholders of the Company from
its incorporation in 2015 until the date of this Prospectus.

Section D – Risks
D.1

Key risks specific to the

Risks related to the business of OKEA and the industry in which OKEA

Company or its industry

operates


The Company’s business, results of operations, value of assets,
reserves, cash flows, financial condition and access to capital
depend significantly upon and may be adversely affected by the
level of oil and gas prices, which are highly volatile
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Reserves and contingent and prospective resources are by their
nature uncertain in respect of the inferred volume range



Extending life time of producing fields require consents and are
subject to technical, commercial and financial risks



Developing producing fields, such as for example the Yme field,
requires significant investments



The Company is dependent on locating, acquiring, developing and
producing oil and gas reserves that are economically recoverable



The Company’s current production and expected future production
is concentrated in a limited number of offshore fields



The Company’s current or future exploration and development
projects are associated with risks relating to delays, cost inflations,
potential penalties and regulatory requirements and therefore, the
estimated development costs and time to achieve first oil for fields
like for example Yme may be substantially exceeded and delayed



The Company may not be able to control Production Licence
decisions



The Company is subject to risks relating to capacity constraints
and cost inflation in the service sector and lack of availability of
required services and equipment



The Company’s operations are dependent on compliance with
obligations under Production Licences, joint operating agreements
and field development plans



The Company is subject to third-party risk in terms of operators
and partners



The Company may not have access to necessary infrastructure or
capacity booking for the transportation of oil and gas



The Company is vulnerable to adverse market perception



The Company faces risks related to decommissioning activities and
related costs



The Company’s ability to sell or transfer Production Licence
interests may be restricted by provisions in its joint operating
agreements including pre-emption rights, if any, or applicable
legislation



The Company may be subject to liability under environmental and
health and safety regulations



The Company could face the risk of litigation or other proceedings
in relation to its business if it is incorrectly managed
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The Company is exposed to political and regulatory risks, including
risks and uncertainties relating to the planned regional (area)
electrification of the Utsira High in relation to the Ivar Aasen field



The Company’s insurance or indemnities may not adequately cover
all risks, liabilities or expenses that could result from its operations



The

Company

shareholders,

may

experience

suppliers,

conflicts

creditors,

of

employees

interest

with

and

other

stakeholders


The Company may lose key employees



The Company is exposed to risks relating to unionized labour and
general labour interruptions



The market in which the Company operates is highly competitive



The oil and gas industry is characterized by rapid and significant
technological advancements and the Company may not be able to
keep pace



Failure in the Company's information technology systems may
have an adverse impact on its operations



The Company is exposed to the risk of cyber crime



The political attention on Climate change and protests against
fossil fuel extraction may have a material adverse effect on the oil
and gas industry

Financial risks and risks related to debt obligations


The Company is exposed to credit risk



The occurrence of specific change of control events, other put
option events or other mandatory prepayment events will permit
the holders of the Bonds to require the Company to redeem the
Bonds (and possibly at a premium to outstanding amounts) at a
time when the Company may not be able to do so



The Company has significant carrying amounts of oil and gas
properties and intangible assets that are subject to impairment
testing



The Company will require a significant amount of cash to service
current and future debt and sustain its operations and its ability to
generate sufficient cash depends on many factors beyond its
control



The Company is and may become subject to debt covenants that
may limit the Company’s ability to finance its future operations
and capital needs and to pursue business opportunities and
activities



Currency Risk
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The Company’s working capital needs are difficult to forecast and
may be subject to significant and rapid increases which could
result in additional financing requirements that the Company may
not be able to obtain on satisfactory terms or at all

Should any of the risks materialize, individually or together with other
circumstances, they could have a material and adverse effect on the
Company and/or its business, financial condition, results of operations, cash
flows and/or prospects, which could cause a decline in the value and trading
price of the Company's shares, resulting in the loss of all or part of an
investment in the Company's shares.
D.3

Key risks specific to the
securities

Risks related to the Listing and the Shares


The price of the Shares could fluctuate significantly



There is no existing market for the Shares and an active trading market
may not develop



Future sales or the possibility for future sales of substantial numbers of
Shares could affect the Shares’ market price



Future issuances of Shares or other securities could dilute the holdings
of shareholders and could materially affect the price of the Shares



Pre-emptive rights to subscribe for Shares in additional issuances could
be unavailable to U.S. or other shareholders



Investors could be unable to exercise their voting rights for Shares
registered in a nominee account



The Company’s ability to pay dividends in accordance with its dividend
policy or otherwise is dependent on the availability of distributable
reserves and the Company may be unable or unwilling to pay any
dividends in the future



Investors could be unable to recover losses in civil proceedings in
jurisdictions other than Norway



Norwegian law could limit shareholders’ ability to bring an action against
the Company



The Company will incur increased costs as a result of being a publicly
traded company



Exchange rate fluctuations could adversely affect the value of the Shares
and any dividends paid on the Shares for an investor whose principal
currency is not NOK



The limited free float of the Shares may have a negative impact on the
liquidity of and market price for the Shares



The transfer of shares is subject to restrictions under the securities laws
of the United States and other jurisdictions

Should any of the risks materialize, individually or together with other
circumstances, they could have a material and adverse effect on the
Company and/or its business, financial condition, results of operations, cash
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flows and/or prospects, which could cause a decline in the value and trading
price of the Company's shares, resulting in the loss of all or part of an
investment in the Company's shares.

Section E - Offer
E.1

Net proceeds and

The gross proceeds to the Company from the issue of the New Shares in the

estimated expenses

Offering is expected to be in the amount of NOK 650 million (assuming an
Offer Price of NOK 25 or per Offer Share, which is the low end of the Indicative
Price Range) to NOK 858 million (assuming an Offer Price of NOK 33 per Offer
Share, which is the high end of the Indicative Price Range). The net proceeds
are expected to be in the amount of approx. NOK 619 million to NOK 807
million, assuming issuance of all New Shares and an Offer Price of NOK 25
and NOK 33 per Offer Share, respectively (the low and high end of the
Indicative Price Range). The Company’s total costs and expenses of, and
incidental to, the Listing and the Offering are estimated to amount to
approximately NOK 42-51 million (depending inter alia upon the size of the
Offering). For a further description costs and expenses, see section 18.18
below.

E.2a

Reasons for the Offering

The Company’s projects in which a final investment decision (FID) is made

and use of proceeds

(such as the New Yme Development and Gjøa P1) and the execution of
mandatory work obligations in Production Licences are as of the date of this
prospectus and based on the assumptions and estimated at the investment
decision contemplated to be funded by other sources of funds than proceeds
from the Offering.
The Company’s reasons for the Offering is to raise financings to strengthen
OKEAs balance sheet and improve its ability to fund new projects currently
not sanctioned by a final investment decision (FID), including but not limited
to increased oil production projects at the Draugen field, the Grevling and
Storskrymten development project and other future projects as alia described
in Section 8.5.2 "Description of Assets", and future business development
opportunities. It is not possible at this stage to provide a more detailed
allocation of use of proceeds from the Offering (than described above) due
inter alia to the fact that such allocation of proceeds will depend on the
projects sanctioned in the future, the costs related to the execution of
projects and the priorities made by the Company in relation to execution of
projects. In addition, it will be dependent on the execution of the business
development strategy of the Company going forward.
The reasons for the Listing is to:


increase the liquidity for trading of the shares in OKEA and
therefore make it more attractive to invest in shares in OKEA.



facilitate the use of Shares as consideration in M&A transactions
and provide access to capital markets;



diversify the shareholder base and enable other investors to take
part in OKEA’s future growth and value creation;



enhance OKEA’s profile with investors, business partners and
customers; and

•

further enhance the ability of OKEA to attract and retain key
management and employees.

E.3

Terms and conditions of

The Offering consists of an offer of (i) up to 26,000,000 New Shares to be

the Offering

issued by the Company and (ii) up to 4,180,000 Sale Shares offered by the
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Selling Shareholders, each with a nominal value of NOK 0.10. The
Stabilisation Manager may elect to over-allot up to 3,900,000 Additional
Shares, equal to up to approximately 15% of the number of New Shares sold
in the Offering. The Lending Shareholders are expected to grant Pareto
Securities, on behalf of the Managers, an Over-Allotment Option to purchase
a corresponding number of Additional Shares to cover any such overallotments. Assuming the Over-Allotment Option is exercised in full and that
all the New Shares are issued and all the Sale Shares are sold in the Offering,
the Offering will amount to up to 34,080,000 Offer Shares.
The Offering consists of:


An Institutional Offering, in which Offer Shares are being offered
to (a) institutional and professional investors in Norway, (b) to
investors outside Norway (including but not limited to the United
States), subject to applicable exemptions from prospectus and
registration requirements, and (c) in the United States to investors
who

are

QIBs

in

transactions

exempt

from

registration

requirements under the U.S. Securities Act. The Institutional
Offering is subject to a lower limit per application of NOK
2,000,000.


A Retail Offering, in which Offer Shares are being offered to the
public in Norway subject to a lower limit per application of an
amount of NOK 10,500 and an upper limit per application of NOK
1,999,999 for each investor. Investors who intend to place an
order in excess of NOK 1,999,999 must do so in the Institutional
Offering. Multiple applications by one applicant in the Retail
Offering will be treated as one application with respect to the
maximum application limit.

All offers and sales in the United States will be made only to QIBs in reliance
on Rule 144A or pursuant to another exemption from, or in transactions not
subject to, the registration requirements of the U.S. Securities Act. All offers
and sales outside the United States will be made in reliance on Regulation S.
The Bookbuilding Period for the Institutional Offering will take place from 28
May 2019 at 09:00 hours (CET) to 6 June 2019 at 15:00 hours (CET). The
Application Period for the Retail Offering will take place from 28 May 2019 at
09:00 hours (CET) to 6 June 2019 at 12:00 hours (CET).
The Company, in consultation with the Managers, reserves the right to
shorten or extend the Bookbuilding Period and Application Period at any time.
The Managers expect to issue notifications of allocation of Offer Shares in the
Institutional Offering on or about 7 June 2019, by issuing contract notes to
the applicants by mail or otherwise. Payment by applicants in the Institutional
Offering will take place against delivery of Offer Shares. Delivery and
payment for Offer Shares is expected to take place on or about 12 June 2019.
Pareto Securities, acting as settlement agent for the Retail Offering, expects
to issue notifications of allocation of Offer Shares in the Retail Offering on or
about 7 June 2019, by issuing allocation notes to the applicants by mail or
otherwise. The due date for payment in the Retail Offering is on or about 11
June 2019. Subject to timely payment by the applicant, delivery of the Offer
Shares allocated in the Retail Offering is expected to take place on or about
12 June 2019.
E.4

Material and conflicting

The Managers or their affiliates have provided from time to time, and may

interests

provide in the future, investment and commercial banking services to the
Company and its affiliates in the ordinary course of business, for which they
may have received and may continue to receive customary fees and
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commissions. The Managers do not intend to disclose the extent of any such
investments or transactions otherwise than in accordance with any legal or
regulatory obligation to do so. The Managers will receive a management fee
in connection with the Offering and, as such, have an interest in the Offering.
Beyond the above-mentioned, the Company is not aware of any interest,
including conflicting ones, of any natural or legal persons involved in the
Offering.
E.5

Selling shareholder and

The selling shareholders are OKEA Holdings Ltd., Kebs AS and Skjefstad

lock-up agreements

Vestre AS and will in aggregate sell up to 4,180,000 Shares in the Offering.
Pursuant to lock-up undertakings, the Company, the Large Shareholders,
members of the Board of Directors and members of Management have
provided lock-up undertakings that will restrict their ability to issue, sell or
dispose of Shares, as applicable for a period of 180 days after the closing of
the Offering for the Company and the Large Shareholders and for a period of
365 days after the closing of the Offering for the members of the Board of
Directors and members of Management. For more information, see Section
18.19.

E.6

Dilution resulting from the

Following completion of the Offering, the immediate dilution for the existing

Offering

shareholders who do not participate in the Offering is expected to be
approximately 32% assuming issuance of all the New Shares, and
approximately 37% including the Trigger 1 Warrants (TG1), who are issued
and dilutive as a consequence of completing the Offering.

E.7

Estimated expenses

Not applicable. No expenses or taxes will be charged by the Company or the

charged to investor

Managers to the applicants in the Offering.
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2

RISK FACTORS

An investment in the Offer Shares involves a high degree of risk. Before making an investment decision with respect to
the Offer Shares, investors should carefully consider the risk factors and all information contained in this Prospectus,
including the financial statements and related notes. The risks and uncertainties described in this Section 2 are the
material known risks and uncertainties faced by the Company as at the date of the Prospectus that the Company believes
are the material risks relevant to an investment in the Offer Shares. An investment in the Offer Shares is suitable only
for investors who understand the risks associated with this type of investment and who can afford to lose all or part of
their investment. The absence of negative past experience associated with a given risk factor does not mean that the
risks and uncertainties described in the Prospectus should not be considered prior to making an investment decision in
respect of the Offer Shares. If any of the following risks were to materialise, individually or together with other
circumstances, they could have a material and adverse effect on the Company and/or its business, results of operations,
cash flows, financial condition and/or prospects, which may cause a decline in the value and trading price of the Offer
Shares, resulting in the loss of all or part of an investment in the Offer Shares.
The order in which the risks are presented does not reflect the likelihood of their occurrence or the magnitude of their
potential impact on the Company’s business, results of operations, cash flows, financial condition and/or prospects. The
risks mentioned in the Prospectus could materialise individually or cumulatively. The information in this Section 2 is as
at the date of the Prospectus.

2.1

Risks related to the business of OKEA and the industry in which OKEA operates

2.1.1

The Company’s business, results of operations, value of assets, reserves, cash flows, financial condition and
access to capital depend significantly upon and may be adversely affected by the level of oil and gas prices,
which are highly volatile

The Company’s revenues, cash flow, reserve estimates, profitability and rate of growth depend substantially on prevailing
international and local prices of oil and gas. Prices for oil and gas may fluctuate substantially based on factors beyond
the Company’s control. Consequently, it is impossible to accurately predict future oil and gas price movements. Oil and
gas prices are volatile and have witnessed significant declines in recent years. Oil and gas prices are unstable and are
subject to significant fluctuations for many reasons including, but not limited to;
•

changes in global and regional supply and demand, and expectations regarding future supply and demand for
oil and gas, even relatively minor changes;

•

geopolitical uncertainty;

•

availability of pipelines, tankers and other transportation and processing facilities;

•

proximity to, and the capacity and cost of, transportation;

•

petroleum refining capacity;

•

price, availability and government subsidies of alternative fuels;

•

price and availability of new technologies;

•

the ability and willingness of the members of the Organization of the Petroleum Exporting Countries (“OPEC”)
and other oil-producing nations to set and maintain specified levels of production and prices;

•

political, economic and military developments in producing regions, particularly the Middle East, Russia, Africa
and Central and South America, and domestic and foreign governmental regulations and actions, including
import and export restrictions, taxes, repatriations and nationalisations;

•

global and regional economic conditions;

•

trading activities by market participations and others either seeking to secure access to oil and gas or to
hedge against commercial risks, or as part of investment portfolio activity;
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•

weather conditions and natural disasters; and

•

terrorism or the threat of terrorism, war or threat of war, which may affect supply, transportation or demand
for hydrocarbons and refined petroleum products.

Sustained lower oil and gas prices or price declines may inter alia lead to a material decrease in the Company’s net
production revenues.
The Company may from time to time enter into hedging arrangements in the form of put options to offset the risk of
revenue losses if commodity prices decline. However, such arrangements may be expensive and there can be no
assurance that hedging will be available or continue to be available on commercially reasonable terms. In addition,
hedging itself carries certain risks, including expenses associated with terminating any hedging agreements.
Further, sustained lower oil and gas prices may also cause the Company to make substantial downward adjustments to
its oil and gas reserves. If this occurs, or the Company’s estimates of production or economic factors change, the
Company may be required to write-down the carrying value of its proved oil and gas properties for impairments. In
addition, the depreciation of oil and gas assets charged to its income statement is dependent on the estimate of its oil
and gas reserves. Further, certain development projects which are or become of substantial importance to the Company
could become unprofitable as a result of a decline in price and could result in the Company having to postpone or cancel
a planned project, or if it is not possible to cancel the project, carry out the project with negative economic impact.
Additionally, if oil and gas prices remain depressed over time, it could reduce the Company’s ability to raise new debt or
equity financing or to refinance any outstanding loans on terms satisfactory, or at all.
2.1.2

Reserves and resources are by their nature uncertain in respect of the inferred volume range

The Prospectus includes information relating to the reserves and resources of certain of the Company’s assets. Reference
is in particular made to chapter 8.5 in regard to reserves and resources.
The Company's reserves are defined as the volume of hydrocarbons that are expected to be produced from known
accumulations in production, under development or with development committed in accordance with the Society of
Petroleum Engineer’s (SPE) Petroleum Resources Management System (PRMS), a classification system consistent with
Oslo Stock Exchange’s requirements for the disclosure of hydrocarbon reserves and contingent resources. Reserves are
also classified according to the associated risks and probability that the reserves will actually be produced.
1P, Proven reserves, represent volumes that will be recovered with 90% probability.
2P, Proven and Probable reserves, represent volumes that will be recovered with 50% probability.
3P, Proven-, Probable- and Possible reserves, represent volumes that will be recovered with 10% probability.
Contingent resources are the volumes of hydrocarbons expected to be produced from known accumulations in a planning
phase, where development is likely or where development is unlikely with present basic assumptions (e.g. due to the
lack of a firm plan of development with the necessary partner or governmental approval, the lack of a market, or the
lack of proper delineation necessary to establish the size of the accumulation for commercial purposes), or under
evaluation. Contingent resources are reported as 1C, 2C, and 3C, reflecting similar probabilities as reserves.
Prospective resources are estimates of potentially recoverable, undiscovered quantities of hydrocarbons where no drilling
has been undertaken to prove their existence. Volumes are management estimates based on analysis of available
geophysical and well data relevant to the undrilled prospects, combined with regional geological understanding.
Prospective resources are presented with a Probability of Discovery and are not verified by a third-party.
Many of the factors in respect of which assumptions are made when estimating reserves and resources are beyond the
Company’s control and therefore these assumptions may prove to be incorrect over time.
The hydrocarbon products that OKEA produce and sell are situated far below the seabed, often in several hundred meters
of water. It is not possible to visit or see these reservoirs. The Company cannot measure the volumes in the reservoir
directly. It will always have to rely on data from wellbore(s) and/or seismic surveys and the quality of this data may also
be difficult to assess. Data from one part of the reservoir may not prove to be representative for other parts of the
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reservoir. The data is used in complex models to estimate volumes of hydrocarbon in place and how much of these
hydrocarbons it is possible to produce. These models are themselves complex, carry considerable uncertainty and the
company cannot guarantee that these models are correct. Consequently, the accuracy of any reserves or resources
evaluation depends on a number of factors, including, but not limited to: the quality and quantity of available information,
assumptions made in the models and geological/geophysical interpretations. New data or information from exploration
drilling, ongoing interpretation, testing and production may result in substantial upward or downward revisions of the
Issuer’s reserves or resources.
Moreover, different geoscientists and reservoir engineers may make different estimates of reserves and cash flows based
on the same available data. Actual production, revenues and expenditures with respect to reserves and resources will
vary from estimates, and the variances may be material. Also, effects of regulations adopted by governmental agencies,
future operating costs, royalties, tax on the extraction of commercial minerals, development costs and work-over and
remedial costs represent further variables and assumptions which will further influence the estimation of reserves and
resources..
Additional uncertainties exist with respect to the estimation of resources, in addition to those that apply to reserves as
described above, including:
•

the production and operating costs that will be incurred in a future development;

•

the amount and timing of additional future exploration and development expenditures;

•

global supply and demand for oil and gas and consequently future oil and gas sales prices.

If the assumptions upon which the estimates of the Company’s oil and gas reserves or resources are based prove to be
incorrect, the Company may be unable to recover and/or produce the estimated levels or quality of oil or gas. This could
have a material adverse effect on the Company’s business, prospects, financial condition or results of operations.
2.1.3

Extending life time of producing fields

The Company is continuously pursuing the possibility to produce more from its fields. This is likely to extend the
producing period beyond the fields' initial contemplated life time and may require an extension of term of the relevant
Production Licence. The expiry dates of the Production Licences in which the Company is interested are set out in Section
8.14 "Dependency on contracts, patents, Production Licences etc.". The Production Licences are not automatically
renewed. There is a risk that the Norwegian government may not approve such extension or impose new conditions or
new or amended terms pursuant to the relevant Production Licences. A successful extension of the production may also
be subject to the successful implementation of new technical solutions on the fields and their facilities and will be subject
to the reservoir having the required features.
Extending the life time of producing fields, like Draugen, will be subject to new investments. These investments will be
sanctioned by the relevant Production Licences comprising the Draugen field and based upon economic assumptions at
the time of the decision. OKEA cannot guarantee that the Production Licences comprising the Draugen field will sanction
projects that the company is basing its long-term plans on, and thus that such plans will actually be executed.
2.1.4

Developing discovered fields, such as for example the Yme field, requires significant investments

Developing a discovered hydrocarbon field requires significant investment, which may be made over several years and
decades, to build the requisite operating facilities, drilling of production wells along with implementation of advanced
technologies for the extraction and exploitation of hydrocarbons with complex properties. Making these investments and
implementing these technologies, often under difficult conditions, can result in uncertainties in the amount of investment
necessary, operating costs and additional expenses incurred compared to the initial budget, thereby negatively affecting
the financial condition and results of operations of the Company. Further, with respect to contingent resources, the
amount of investment needed may make the conversion of resources into reserves not commercially viable. If the
Company’s revenues decrease, it may have limited ability to obtain the capital necessary to sustain operations at current
levels and the Company may be unable to obtain needed capital or financing on satisfactory terms. If the Company’s
available cash is insufficient, a curtailment of its operations relating to development of its prospects could occur, which
could in turn lead to a decline in its oil and natural gas reserves or, if it is not possible to cancel or stop a project, may
legally oblige the Company to carry out the project contrary to its desire or with negative economic impact. Further, the
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Company may fail to make required cash calls and thus breach Production Licence obligations, which again may lead to
adverse consequences. All of the above may have a material adverse effect on the Company and its financial position.
2.1.5

The Company is dependent on locating, acquiring, developing and producing oil and gas reserves that are
economically recoverable

The future success of the Company depends, in part, on its ability to find and develop or acquire additional reserves that
are economically recoverable. This activity is dependent on oil and gas prices. Oil and gas exploration and production
activities are capital intensive and have inherently uncertain outcomes. Significant expenditure is required to establish
oil and gas reserves through seismic and other surveys and also exploration and appraisal drilling, and there can be no
certainty that further commercial quantities of oil and gas will be discovered or acquired by the Company. The Company’s
existing and future oil and gas appraisal and exploration projects may therefore become unprofitable, either from dry
wells or from wells that are productive but do not produce sufficient net revenues to return a profit after development,
operating and other costs. Not every prospect that is explored will ultimately be developed into producing oil and gas
fields. Even if the Company discovers or acquires oil and gas resources in the future, there can be no assurance that
these will be commercially developed.
Completion of a well does not guarantee a profit on the investment or recovery of the costs associated with that well.
Additionally, the cost of operations and production from successful wells may be materially adversely affected by unusual
or unexpected geological conditions or formation pressures, oceanographic conditions, hazardous weather conditions,
delays in obtaining governmental approvals or consents, difficulties arising from environmental requirements and other
factors. An inability of the Company to recover its costs and generate profits from its exploration and production activities
may have a material adverse effect on its business, cash flow and financial condition.
Producing oil and natural gas reservoirs, particularly in the case of mature fields, are generally characterized by declining
production rates that vary depending on reservoir characteristics and other factors. Thus, the Company’s future oil and
natural gas reserves and production, and therefore its cash flow and results of operations, are highly dependent upon
the Company’s ability to predict this decline, to efficiently develop and exploit its current oil and gas assets and find or
acquire additional economically attractive recoverable reserves. If the Company is unable to replace its current and
future production the value of its reserves will decrease, and its business, financial condition and results of operations
will be adversely affected.
2.1.6

The Company’s current production is concentrated in a limited number of offshore fields

Currently, the Company’s production comes from the Ivar Aasen, Gjøa and Draugen Fields. In addition, the Company
expects that significant production will come from the Yme field from 2020. If mechanical or technical problems, extreme
weather events, shutdowns or other events or problems affect the current or future production on any of these fields, it
may have a direct and significant impact on a substantial portion of the Company’s production or if the actual reserves
associated with any one of the Company’s fields are less than anticipated, this may result in material adverse effects for
the Company, including on the Company’s ability to fulfil its obligations, make new investments and raise further
financing. In particular, the facilities on the Draugen and Gjøa fields have been producing for a long time increasing the
risks related production and subsequent sensitive cash flow, loosing key wells, infrastructure robustness with regards to
corrosion, resources and competence to mature projects, technical integrity of critical equipment and aging equipment
and systems. Upgrades and maintenances to maintain and enhance production may also involve development risks and
costs.
2.1.7

The Company’s current or future exploration and development projects are associated with risks relating to
delays, cost inflations, potential penalties and regulatory requirements and therefore, the estimated
development costs and time to achieve first oil for fields like for example Yme may be substantially
exceeded and delayed

Exploration and development projects involve complex engineering, procurement, construction work, drilling operations
and obtaining of governmental approvals prior to commencement of production. The exploration or development period
of a Production Licence is commonly associated with high risk, requiring high levels of capital expenditure without a
commensurate degree of certainty of a return on the investment. The complexity of offshore development projects also
makes them very sensitive to delays and cost increases. For the Company, this currently applies to the Yme, Draugen,
Hasselmus, Gjøa, Ivar Aasen, Grevling and Storskrymten fields. Current or future projected target dates for production
may be delayed and significant cost overruns may occur. For example, it may not be possible for the Company, as the
operator of certain Production Licences, to maintain planned drilling schedules, which could result in wells taking
considerably longer than forecasted with cost over-runs as a result. The Company’s estimated exploration and
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development costs are in general subject to a number of assumptions that may not materialize. Such factors may again
impact on the extent to which the fields to be developed are fully funded or remain commercially viable and consequently
may result in breach by the Company of its obligations and require the Company to raise additional debt and equity.
The Company’s hydrocarbon production may be restricted, delayed or terminated due to a number of internal or external
factors, among which are malfunctions of hydrocarbon discharge or production facilities, administrative delays
(particularly in the approval of development projects by public authorities), shortages or delays in the availability of
drilling and/or production rigs and delivery of equipment and materials, pressure or irregularities in geological
formations, equipment failures or accidents or adverse weather conditions or malicious actions.
These factors may have a material adverse effect on the Company’s cash flow as well as on its business, prospects,
financial condition or results of operations.
2.1.8

The Company may not be able to control Production Licence decisions

Operational decisions are made by all the participants in the Production Licences. The project partners’ final
determination of whether to drill any scheduled or budgeted wells will depend on a range of factors including:
•

results of the exploration efforts and the acquisition, review and analysis of seismic data, if any;

•

availability of sufficient capital resources and any other participants for the drilling of the prospects;

•

approval of the prospects by other participants after additional data has been compiled;

•

economic and industry conditions at the time of drilling, including prevailing and anticipated process for oil
and natural gas and the availability and prices of drilling rigs and crews; and

•

availability of leases, Production Licence options, farm-outs, other rights to explore and permits on reasonable
terms for the prospects.

The Company will, as the operator of certain Production Licences, at the relevant time, identify or budget for drilling
prospects, it will require the approval of all or a requisite majority of the participants of those Production Licences. Other
decisions may also be required to be adopted in order to progress exploration and development, such as e.g. approval
of a PDO, secure continued production or initiate and complete abandonment. In addition, in Production Licences where
the Company is not the operator, the operator will be required to make the appropriate recommendations to the
participants of those Production Licences and the Company cannot guarantee that these proposals will receive sufficient
support to allow the activity to proceed.
2.1.9

The Company is subject to risks relating to capacity constraints and cost inflation in the service sector and
lack of availability of required services and equipment.

The Company is highly reliant upon services, goods and equipment provided by contractors and other companies to
carry out its operations (including current and planned exploration and development projects). There is a continuing risk
for capacity constraints and cost inflation in the service sector. Any non-performance, delays or faulty deliveries by
contractors, or any other failure to obtain necessary services, goods or equipment, at all or at a reasonable cost, may
expose the Company to significant delays, cost increases or liability, which may again lead to material adverse effects
for the Company. Further, the Company’s contractors and other companies may potentially be adversely affected by
market conditions. If the Company’s contractors, their suppliers or other companies should be unable to respect their
obligations (towards the Company or others), become insolvent or otherwise unable to pay debts as they come due, this
could lead to material adverse effects for the Company.
In addition, contractors and other service providers may cause third party liability or other losses for the Company by
their performance. The Company may be subject to liability claims due to the inherently hazardous nature of its business
or for act and omissions of sub-contractors and other service providers, and may also be liable for the operations of its
contractors towards governmental authorities, Production Licence partners or other third parties. Any indemnities the
Company may receive from such parties may be inadequate and/or difficult to enforce, which could have a material
adverse effect on the Company’s financial condition, business, prospects and results.
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2.1.10

The Company’s operations are dependent on compliance with obligations under Production Licences, joint
operating agreements and field development plans

All Production Licences for the Norwegian Continental Shelf include obligations amongst the parties in the joint venture
and obligations between the Production Licence and the authorities. Failure to comply with the obligations under the
Production Licences may lead to fines, penalties, restrictions, revocation of Production Licences and termination of related
agreements. A failure to comply with payment obligations (cash calls) under joint operating agreements (and unitization
agreements) for the Company’s Production Licences, may lead to penal interest on the defaulted amount, loss of voting
rights and information within the Production Licence and a right for the other participating interest holders to acquire
the Company’s participating interest on terms that are unfavourable to the Company and disconnected from the value
of the Production Licence interest. Further, if other joint venture partners default on their payment obligations (cash
calls), the Company may have to increase its interest level in the relevant field, which in turn will result in a corresponding
increase in the Company’s exposure and investment obligations in the relevant field. Also, the Company has been
approved as an operator on the Norwegian Continental Shelf. Although future operatorship is performed based on a “no
gain, no loss” principle, the Company’s Production Licence partners are provided with audit rights and other rights that
may ultimately result in losses for the Company as an operator if the Company is found not to have managed the
operatorship in compliance with relevant requirements.
All such risks, non-compliance, sanctions or losses could have a material adverse effect on the Company and may result
in the Company not being fully funded to meet such increased exposure and obligations and may consequently result in
a breach by the Company of its obligations and require the Company to raise additional debt or equity.
2.1.11

The Company is subject to third-party risk in terms of operators and partners

Where the Company is not the operator of fields in which it has an interest, it has limited control over the management
of the assets and mismanagement by the operator or disagreements with the operator as to the most appropriate course
of action that may occur. This may result in significant delays, losses or increased costs to the Company. There are,
however, routines in the mandatory Joint Operating Agreements that regulate the relationship within the Production
Licence and how the Operator or others may behave or act. There is a risk that partners with interests in the Company’s
Production Licences may not be able to fund or may elect not to participate in, or consent to, certain activities relating
to those Production Licences. In these circumstances, it may not be possible for such activities to be undertaken by the
Company alone or in conjunction with other participants. Decisions by the other partners to engage in certain activities
may also be contrary to the Company’s position not to commence such activities and may require the Company to incur
its share of costs in relation to those, or the other partners may enforce decisions which will delay or affect the
profitability of a project. This is an especially inherent risk in fields under development where the Company only holds a
minority interest. Other participants in the Company’s Production Licences may default on their funding obligations. In
such circumstances, the Company may be required, under the terms of the relevant operating agreement or otherwise,
to contribute all or part of such funding shortfall. The Company may not have the resources to meet these obligations.
Further, the Production Licence partners are jointly and severally responsible to the Norwegian government for financial
obligations arising out of petroleum activities pursuant to a Production Licence. If any of the Company’s partners become
insolvent or otherwise unable to pay debts as they fall due, the Production Licence interest awarded to them may be
revoked by the relevant government authority who will then reallocate the Production Licence interest. There can be no
assurance that the Company will be able to continue operations pursuant to these reclaimed Production Licences or that
any transition related to the reallocation of the Production Licence would not materially disrupt the Company’s operations.
2.1.12

The Company may not have access to necessary infrastructure or capacity booking for the transportation of
oil and gas

The Company is dependent on capacity (whether through pipelines, tankers or otherwise) to transport and sell its oil
and gas production. The Company, or the Production Licence group in which the Company holds an interest may need
to rely on access to third-party infrastructure to be able to transport produced oil and gas. There can be no assurance
that the Company will be able to secure access to necessary infrastructure at an economically justifiable cost or access
necessary infrastructure at all. If access to third-party infrastructure and necessary capacity bookings are unavailable
or unavailable at an economically justifiable cost, the Company’s income relating to the sale of oil and gas may be
reduced which may have a material adverse effect on the Company. Further, the consequences of Brexit for OKEA and
its export of products to England is not clear and impose a risk related to use of infrastructure and potential future sale
of hydrocarbons.
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2.1.13

The Company is vulnerable to adverse market perception

The Company must display a high level of integrity and maintain the trust and confidence of investors, Production Licence
partners, public authorities and counterparties. Any mismanagement, fraud or failure to satisfy contracts, fiduciary or
regulatory responsibilities, allegations of such activities, negative publicity, or the association of any of these with the
Company could materially adversely affect its reputation and the value of its brand, as well as its business, results of
operations, cash flow and financial condition.
2.1.14

The Company faces risks related to decommissioning activities and related costs

There are significant uncertainties relating to the estimated liabilities, costs and time for decommissioning of the current
and future facilities and infrastructure on the fields covering the Production Licences in which OKEA is, has been or will
be a participating interest holder. Such liabilities are derived from legislative and regulatory requirements and require
the Company to make provisions for such liabilities. The oil and gas industry has limited experience on decommissioning
petroleum infrastructure on the Norwegian Continental Shelf.
The Company is jointly and severally liable with its Production Licence partners to the Norwegian government for all
decommissioning costs and liabilities of each Production Licence in which the Company holds an interest. In Norway,
there is no obligation or tradition for Production Licence partners to provide security for their respective share of
decommissioning liabilities ahead of actual decommissioning. Furthermore, a participating interest holder assigning its
interest in a Production Licence remains secondarily liable for decommissioning costs related to facilities existing at the
time of assignment. For such secondary liability there is an established practice for providing a decommissioning
guarantee or other security. In the future, the Company may hold interests in fields that straddle the boundary between
UK and Norway and the Company may therefore have responsibilities pursuant to, or become liable for decommissioning
obligations pursuant to, UK legislation.
It is therefore difficult to forecast accurately the costs that the Company will incur in satisfying decommissioning
liabilities. No assurance can be provided that the anticipated cost and timing of removal are correct and any deviation
from current estimates or significant increases in decommissioning costs relating to the Company’s previous, current or
future Production Licences may have a material adverse effect on the Company.
2.1.15

The Company’s ability to sell or transfer Production Licence interests may be restricted by provisions in its
joint operating agreements including pre-emption rights, if any, or applicable legislation

The Company’s exit in relation to any particular oil and gas interest may be subject to the prior approval of its commercial
partners pursuant to joint operating agreements, unitization agreements and approval from the relevant authorities,
thus restricting the Company’s ability to dispose of, sell or transfer, a Production Licence interest and make funds
available when needed.
2.1.16

The Company may be subject to liability under environmental and health and safety regulations

All phases of oil and gas activities present environmental risks and hazards and are subject to environmental regulation
pursuant to a variety of international conventions and national regulations as well as applicable health and safety
regulations. Environmental legislation provides for, among other things, restrictions and prohibitions on spills and
releases or emissions of various substances. The legislation also requires that wells and facility sites are operated,
maintained and abandoned to the satisfaction of applicable regulatory authorities. Compliance with such legislation can
require significant expenditures and breach may result in the imposition of fines and penalties in addition to loss of
reputation. Any pollution may give rise to material liabilities and may require the Company to incur material costs to
remedy such discharge.
The Company’s offshore operations are subject to all the risks common in such industry, including encountering
unexpected rock formations or pressures during drilling operations, seismic shifts, blowouts, pollution, explosions, fires,
acts of terrorism and equipment damage or failure. The facilities on offshore fields will also be subject to the hazards
inherent in marine operations such as capsizing, sinking, grounding and damage from severe weather conditions. Also,
even though the Company’s employees are well supervised, trained and experienced, errors may take place that could
lead to one or more of these events. If any of these were to occur, they could, among other adverse effects, result in
environmental damage, injury to persons, loss of life, failure to maintain production in commercial quantities, delays,
shut-down of operations or other damage. These events may also put at risk some or all of the Company’s Production
Licences and may result in the Company incurring significant civil liability claims, significant fines as well as criminal
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sanctions. In the Company’s capacity as participating interest holder, it is subject to liability provisions under the
applicable statutory and regulatory regimes of the jurisdictions in which the Company operates.
Any changes to, and increases in, current regulation or legal requirements and their enforcement may have a material
adverse effect upon the Company in terms of additional compliance costs. Unfavourable amendments to current laws,
regulations and permits governing operations and activities of development and/or production companies, or more
stringent implementation of these, may have a materially adverse impact on the Company and no assurance can be
provided that current or future environmental laws and regulations will not result in a curtailment or shut down of
production or a material increase in the costs of production, development or exploration activities or otherwise have a
material adverse effect on the Company.
Any of these circumstances could adversely affect the operation of the Company’s Production Licences and result in loss
of revenues or increased costs and adversely affect the Company’s profitability.
2.1.17

The Company could face the risk of litigation or other proceedings in relation to its business if it is
incorrectly managed

The operating hazards inherent in the Company’s business potentially expose the Company to litigation if it is not
correctly managed, including personal injury litigation, environmental litigation, contractual litigation with clients,
intellectual property litigation, tax or other litigation. Litigation may have an adverse effect on the Company’s business,
financial position, results of operations and the Company’s ability to pay dividends, because of potential negative
outcomes, the costs associated with prosecuting or defending such lawsuits, reputational and other non-financial
consequences, and the diversion of management’s attention to these matters.
2.1.18

The Company is exposed to political and regulatory risks, including risks and uncertainties relating to the
planned regional (area) electrification of the Utsira High in relation to the Ivar Aasen field

The oil and gas industry is subject to extensive government policies, standards, regulations and requirements. No
assurance can be given that future political conditions, existing legislation, new interpretation of existing legislation or
changes in administrative practice or policies, will not result in a reduction of income, curtailment of production, delays
or a material increase in operating costs and capital expenditure or otherwise adversely affect the Company. As an
example, the Company is exposed to potential risks relating to the planned regional electrification of the Utsira High,
which may include the Ivar Aasen field. This includes uncertainties related to the actual cost of electrification if required,
the allocation of such costs between the partners in the fields on the Utsira High and the proposed timeline for
electrification of the Utsira High.
A failure to comply with applicable legislation, regulations and conditions or orders issued by the regulatory authorities
may lead to fines, penalties, restrictions, withdrawal of Production Licences and termination of related agreements.
Additionally, the Company is dependent on receipt of discretionary government approvals, decisions and permits to
develop and produce its assets. Further, the Company may be unable to obtain, renew or extend required drilling rights,
Production Licences, permits and other authorizations and these may also be suspended, terminated or revoked prior to
their expiration. The relevant authorities may also stipulate conditions for any such extension or for not revoking any
Production Licences or permits. Lack of governmental approvals or permits or delays in receiving such approval may
delay the Company’s operations, increase its costs and liabilities or affect the status of its contractual arrangements or
its ability to meet its contractual obligations.
2.1.19

The Company’s insurance or indemnities may not adequately cover all risks, liabilities or expenses that
could result from its operations

The Company’s offshore oil and gas operations are subject to all the significant risks and hazards typically associated
with such operations. The Company may not be fully insured against all risks it may face and not all risks are insurable
or only insurable at a disproportionately high cost. The nature of the hazards and risks typical for the Company’s industry
is such that liabilities could materially exceed policy limits or not be insured at all, which may result in substantial
financial liability or losses. Payment by the Company’s insurers of any insurance claims may result in increases in the
premiums payable by the Company for its insurance cover and adversely affect the Company’s financial performance.
In the future, some or all of the Company’s insurance coverage may become unavailable or prohibitively expensive.
Further, any uninsured loss or liabilities, or any loss and liability exceeding the insured limits, may have a material
adverse effect on the Company.
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2.1.20

The Company may experience conflicts of interest with shareholders, suppliers, creditors, employees and
other stakeholders

Some of the directors, officers and principal shareholders of the Company are or may become engaged in other oil and
gas interests (including interests relating to oil and gas services) on their own behalf and on behalf of other companies
resulting in a conflict of interest or direct competition with the Company. Such conflicts, if any, will be subject to the
procedures and remedies under Norwegian company law (or any similar, foreign laws), but this may not prevent adverse
effects for the Company with regard to such conflicts. The Company’s directors, officers and principal shareholders may
not devote their time on a full-time basis to the affairs of the Company as a result of such conflicts. Certain members of
the Company’s Board of Directors and senior management own collectively, directly and indirectly, a significant part of
the outstanding share capital of the Company and will therefore have the possibility to influence the decision-making in
the Company and thereby the Company.
2.1.21

The Company may lose key employees

Loss of key employees could adversely affect the Company’s ability to operate. The Company believes that its success
depends on the continued service of its key employees as well as its ability to hire additional key employees when
needed. The unexpected loss of the services of any of the key employees, or the Company’s failure to find suitable
replacements within a reasonable period of time thereafter, could have a material adverse effect on the Company’s
ability to execute its business plan and therefore, on its financial condition and results of operations.
2.1.22

The Company is exposed to risks relating to unionized labour and general labour interruptions

Strikes, labour disruptions and other types of conflicts with employees including those of the Company’s independent
contractors or their unions may occur in relation to the Company’s operations. Any such disruptions or delays in the
Company’s business activities may result in increased operational costs or decreased revenues from delayed or
decreased (or zero) production and significant budget overruns.
2.1.23

The market in which the Company operates is highly competitive

The Company competes with a substantial number of other companies in acquiring (prospective) oil and gas Production
Licences and attempting to secure drilling rigs and other equipment or services necessary for operation or projects. As
a result of this competitive environment, the Company may be unable to acquire suitable Production Licences on terms
that it considers acceptable, or equipment or services it requires may be in short supply.
2.1.24

The oil and gas industry is characterized by rapid and significant technological advancements and the
Company may not be able to keep pace

The Company may be required to implement new technologies to maintain a competitive position. These new
technologies may require significant investment over time. Failure by the Company to respond to these competitive
pressures or to implement new technologies on a timely basis may put the Company at a competitive disadvantage.
2.1.25

Failure in the Company's information technology systems may have an adverse impact on its operations

The Company, as many other businesses, relies on IT systems and is exposed to the risk of failure or inadequacy in
these systems, related processes and/or interfaces. Thus, the Company is exposed to operational risks such as failure
or inadequacies in these processes, systems and interfaces. The Company's ability to conduct business may be adversely
impacted by a disruption in the infrastructure that supports the business of the Company. Any failure, inadequacy,
interruption or security failure of those systems, or the failure to seamlessly maintain, upgrade or introduce new systems,
could harm the Company's ability to effectively operate its business and increase its expenses and harm its reputation.
These risks may in turn have a material adverse effect on the Company's financial condition, results of operations and/or
prospects.
2.1.26

The Company is exposed to the risk of cyber crime

Due to its reliance on digital solutions and interfaces, the Company is exposed to risk of cyber crime in the form of, for
example, Trojan attacks, phishing and denial of service attacks. The nature of cyber crime is continually evolving. The
Company relies in part on commercially available systems, software, tools and monitoring to provide security for
processing, transmission and storage of confidential information. Despite the security measures in place, the Company's
facilities and systems, and those of its third party service providers, may be vulnerable to cyber-attacks, security
breaches, acts of vandalism, computer viruses, misplaced or lost data, programming or human errors which exposes the
Company for cyber crime and/or other similar events.
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If one or more of such events occur, any one of them could potentially jeopardise confidential and other information
related to the Company, its customers and its counterparties. Any security breach involving the misappropriation, loss
or other unauthorized disclosure of confidential information, whether by the Company or its vendors, could damage the
Company's reputation, expose it to risk of litigation, increased capital requirements or sanctions from the FSA, disrupt
its operations or affect the Company negatively in other ways, hereunder that the Company may also be required to
spend significant additional resources to modify its protective measures or to investigate and remediate vulnerabilities
or other exposures. This could in turn have a material adverse effect on the Company's business, results of operations,
financial position and/or prospects.
2.1.27

The political attention on Climate change and protests against fossil fuel extraction may have a material
adverse effect on the oil and gas industry

Continued political attention to concerns on climate change, the role of human activity in it and potential mitigation
through regulation could have a material impact on the Company’s business. International agreements, national and
regional legislation and regulatory measures to limit greenhouse gas emissions are currently in various stages of
discussion or implementation. Given that the Company’s operations are associated with emissions of "greenhouse
gases", these and other greenhouse gas emission related laws, policies and regulations may result in substantial capital,
compliance, operational and maintenance costs. The level of expenditure required to comply with these laws and
regulations is uncertain and is expected to vary depending on the laws enacted by particular countries. As such, emission
legislation and regulatory initiatives restricting emissions may adversely affect the Company's operations, the Company's
cost structure. Such legislation or regulatory initiatives could have a material adverse effect by diminishing the supply
of oil and gas, by increasing the Company’s cost structure or causing disruption to its operations (through enforcement
by regulators). In addition, the Company may be subject to activism from groups campaigning against fossil fuel
extraction, which could affect its reputation, expose the Company for contractual liability, disrupt its campaigns or
programs or otherwise negatively impact the Company’s business.

2.2

Financial risks and risks related to debt obligations

2.2.1

The Company is exposed to credit risk

The Company may be exposed to financial loss if counterparties to contracts fail to meet their obligations. If significant
amounts are not paid, there may be a material adverse impact on the Company.
2.2.2

The occurrence of specific change of control events, other put option events or other mandatory
prepayment events will permit the holders of the Bonds to require the Company to redeem the Bonds (and
possibly at a premium to outstanding amounts) at a time when the Company may not be able to do so

The Bond Agreements contain provisions which under certain circumstances, such as a change of control of the Company,
will require the Company to repay outstanding bond debt, and possibly also with a premium. If such repayment obligation
is triggered, the Company may be unable to make such payment, which may lead to insolvency for the Company.
2.2.3

The Company has significant carrying amounts of oil and gas properties and intangible assets that are
subject to impairment testing

The Company may incur significant impairment charges for their oil and gas properties and intangible assets that are
subject to impairment testing.
As at 31 March 2019, the Company had oil and gas properties of NOK 3,991.1 million and intangible assets of NOK
1,445.4 million consisting of goodwill, NOK 1,436.1 million, and exploration and evaluation assets, NOK 9.3 million. In
total, oil and gas properties and intangible assets constitute 52.8 % of the total balance sheet amount as at 31 March
2019.
The Company reviews the carrying amounts of its oil and gas properties and intangible assets to determine whether
there is any indication that those assets have been impaired, in addition to yearly impairment tests for goodwill. An
asset is written down to its recoverable amount when the recoverable amount is lower than the carrying value of the
asset. The recoverable amount is the higher of fair value less expected cost to sell and value in use (present value based
on the future use of the asset).

28

2.2.4

The Company will require a significant amount of cash to service current and future debt and sustain its
operations and its ability to generate sufficient cash depends on many factors beyond its control

The Company’s ability to make payments on, or repay or refinance, any debt (including the Bonds) and to fund working
capital and capital investments will depend on its future operating performance and ability to generate sufficient cash.
This depends on the success of its business strategy and on general economic, financial, competitive, market, legislative,
regulatory, technical and other factors as discussed in this Section 2 "Risk Factors", many of which are beyond the
Company’s control. The Company cannot assure that its business will generate sufficient cash flow from operations or
that future debt and equity financings will be available to it in an amount sufficient to enable it to pay its debt or to fund
its other liquidity needs. The Company cannot provide assurance that it will be able to refinance any debt on commercially
reasonable terms or at all. Any failure by the Company to make debt repayments on a timely basis would likely result
in a reduction of its credit rating which could also harm its ability to incur additional indebtedness. There can be no
assurance that any assets that the Company may elect to sell can be sold or that, if sold, the timing of such sale will be
acceptable and the amount of proceeds realized will be sufficient to satisfy its debt service and other liquidity needs.
If the Company is unsuccessful in any of these efforts, it may not have sufficient cash to meet its obligations, which
could cause an event of default under any debt arrangements and could result in the debt being accelerated, lending
reserves and certain bank accounts being frozen, triggering of cross-default provisions, enforcement of security and the
Company and its subsidiaries being forced into bankruptcy or liquidation, which could result in an investor losing its
investment in the Company’s Shares or Bonds in its entirety.
2.2.5

The Company is and may become subject to debt covenants that may limit the Company’s ability to finance
its future operations and capital needs and to pursue business opportunities and activities

The Bond Agreements currently restrict, among other things, the Company’s ability to:
•

incur additional debt and issue guarantees;

•

make certain payments, including dividends and other distributions, with respect to outstanding share capital;

•

repay or redeem subordinated debt or share capital;

•

create or incur certain liens and security arrangements;

•

make certain investments or loans;

•

sell, lease or transfer assets;

•

acquire assets or companies;

•

expand into unrelated businesses;

•

merge or consolidate with other entities; and

•

entering into derivate hedging transactions.

All of these limitations are subject to significant exceptions and qualifications. The Company’s compliance with these
covenants could reduce its flexibility in conducting its operations, particularly by:
•

affecting the Company’s ability to react to changes in market conditions, whether by increasing its vulnerability
in relation to unfavourable economic conditions or by preventing the Company from profiting from an
improvement in those conditions;

•

affecting the Company’s ability to pursue business opportunities and activities that may be in its interest;

•

limiting the Company’s ability to obtain certain additional financing in order to meet its working capital
requirements, make investments or acquisitions and carry out refinancing; and
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•

forcing the Company to dedicate a significant portion of its cash flow to payment of the sums due for such
loans, reducing its ability to utilize its cash flows for other purposes.

Any future debt could also contain similar or even more stringent restrictions on the Company and its operations.
2.2.6

Currency Risk

The Company’s functional currency is NOK. The Company’s operations are exposed to foreign exchange risks as the
Company primarily generates its revenues and cash receipts related to oil sales denominated in USD, while sales of dry
gas, NGL and condensate are to a large extent denominated in GBP. The main portion of all payroll-related expenses
are NOK denominated and all taxes are paid and reported in NOK. The majority of the Company's long-term debt has
USD exposure and it holds its Bonds in NOK, while the company's equity is NOK denominated.
Movements in foreign exchange rates could negatively influence the Company’s cash flow and results. Foreign exchange
risk is managed at corporate level in accordance with established policies and mandates.
An investor that owns shares in the Company is exposed to NOK which is the functional currency. Any movement in
currency rates versus NOK could lead to fluctuations in the Company’s results and this could impact the Share price.
2.2.7

The Company’s working capital needs are difficult to forecast and may be subject to significant and rapid
increases which could result in additional financing requirements that the Company may not be able to
obtain on satisfactory terms or at all

The Company is unable to predict with certainty its working capital needs going forward. This is primarily due to possible
new acquisitions or divestments of current assets, large capital requirements for general operating expenses, exploration
and development expenditures. As the future level of income is also difficult to predict with any certainty due to
uncertainties concerning prices for oil and gas and actual production levels, forecasting capital requirements is difficult
and subject to substantial uncertainty, which could adversely affect the Company’s ability to obtain required funds on
satisfactory terms, or at all.

2.3

Risks related to the Listing and the Shares

2.3.1

The price of the Shares could fluctuate significantly

The trading volume and price of the Shares could fluctuate significantly, and the market price of the Shares may decline
such that the Shares trade at prices significantly below the Offer Price. Some of the factors that could negatively affect
the Share price or result in fluctuations in the price or trading volume of the Shares include, for example, changes in the
Company’s actual or projected results of operations or those of its competitors, changes in earnings projections or failure
to meet investors’ and analysts’ earnings expectations, investors’ evaluations of the success and effects of the strategy
described in this Prospectus, as well as the evaluation of the related risks, changes in general economic conditions or
the equities markets generally, changes in the industries in which the Company operates, changes in shareholders and
other factors. This volatility has had a significant impact on the market price of securities issued by many companies.
Those changes may occur without regard to the operating performance of these companies. The price of the Shares may
therefore fluctuate based upon factors that have little or nothing to do with the Company, and these fluctuations may
materially affect the price of the Shares.
2.3.2

There is no existing market for the Shares and an active trading market may not develop

Prior to the Listing, there was no public market for the Shares, and there is no assurance that an active trading market
for the Shares will develop or, if it is, would be sustained. The market value of the Shares could be substantially affected
by the extent to which a secondary market develops for the Shares following the completion of this Offering. Investors
may not be in a position to sell their Shares quickly or at market price if there is no active trading in the Shares.
2.3.3

Future sales or the possibility for future sales of substantial numbers of Shares could affect the Shares’
market price

The Company cannot predict what effect, if any, future sales of the Shares, or the availability of Shares for future sales,
will have on the market price of the Shares. Sales of substantial amounts of the Shares in the public market following
the Offering or the perception that such sales could occur, could adversely affect the market price of the Shares, making
it more difficult for holders to sell their Shares or the Company to sell equity securities in the future at a time and price
that they deem appropriate. Although the Company, its largest shareholders, directors and management have agreed
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to be subject to restrictions, subject to certain exceptions, on their ability to sell or transfer their Shares for a period of
180 days (as relates to the Company and the largest shareholders) and 365 days (as relates to directors and
management) after the Institutional Closing Date, the Managers may, in their sole discretion and at any time, waive
such restrictions on sales or transfer during this period. Additionally, following this period, all Shares owned by the
largest shareholders, directors and managers will be eligible for sale or other transfer in the public market, subject to
applicable securities laws restrictions.
2.3.4

Future issuances of Shares or other securities could dilute the holdings of shareholders and could materially
affect the price of the Shares

The Company may in the future decide to offer additional Shares or other securities in order to finance new capitalintensive projects, in connection with unanticipated liabilities or expenses or for any other purposes. Depending on the
structure of any future offering, certain existing shareholders may not have the ability to purchase additional equity
securities. An issuance of additional equity securities or securities with rights to convert into equity could reduce the
market price of the Shares and would dilute the economic and voting rights of the existing shareholders if made without
granting subscription rights to existing shareholders. Accordingly, the shareholders bear the risk of any future offerings
reducing the market price of the Shares and/or diluting their shareholdings in the Company.
2.3.5

Pre-emptive rights to subscribe for Shares in additional issuances could be unavailable to U.S. or other
shareholders

Under Norwegian law, unless otherwise resolved at the Company’s general meeting of shareholders (the “General
Meeting”), existing shareholders have pre-emptive rights to participate on the basis of their existing ownership of Shares
in the issuance of any new Shares for cash consideration. Shareholders in the United States, however, could be unable
to exercise any such rights to subscribe for new Shares unless a registration statement under the U.S. Securities Act is
in effect in respect of such rights and Shares or an exemption from the registration requirements under the U.S.
Securities Act is available. Shareholders in other jurisdictions outside Norway could be similarly affected if the rights and
the new Shares being offered have not been registered with, or approved by, the relevant authorities in such jurisdiction.
The Company is under no obligation to file a registration statement under the U.S. Securities Act or seek similar approvals
under the laws of any other jurisdiction outside Norway in respect of any such rights and Shares. Doing so in the future
could be impractical and costly. To the extent that the Company’s shareholders are not able to exercise their rights to
subscribe for new Shares, their proportional interests in the Company will be diluted.
2.3.6

Investors could be unable to exercise their voting rights for Shares registered in a nominee account

Beneficial owners of the Shares that are registered in a nominee account (such as through brokers, dealers or other
third parties) could be unable to vote such Shares unless their ownership is re-registered in their names with the VPS
prior to any General Meeting. There is no assurance that beneficial owners of the Shares will receive the notice of any
General Meeting in time to instruct their nominees to either effect a re-registration of their Shares or otherwise vote
their Shares in the manner desired by such beneficial owners.
2.3.7

The Company’s ability to pay dividends in accordance with its dividend policy or otherwise is dependent on
the availability of distributable reserves and the Company may be unable or unwilling to pay any dividends
in the future

Norwegian law provides that any declaration of dividends must be adopted by the shareholders at the General Meeting,
or by the Board of Directors in accordance with an authorisation from the General Meeting. Dividends may only be
declared to the extent that the Company has distributable equity and that the Company’s equity and liquidity are sound
in relation to the risk and scope of the Company’s business. As the Company’s ability to pay dividends is dependent on
the availability of distributable reserves, it is, among other things, dependent upon receipt of dividends and other
distributions of value from future subsidiaries and companies in which the Company may invest. As a general rule, the
General Meeting may not declare higher dividends than the Board of Directors has proposed or approved. If, for any
reason, the General Meeting does not declare dividends in accordance with the above, a shareholder will, as a general
rule, have no claim in respect of such non-payment, and the Company will, as a general rule, have no obligation to pay
any dividend in respect of the relevant period.
Furthermore, the Bonds contain restrictions on the ability of OKEA to pay dividends to its shareholder, whereby OKEA
must not declare or make any dividend payment, repurchase shares or make any loans or other equity distributions or
payments to its direct or indirect shareholders, whether in cash or in kind other than upon the dates of occurrence of
certain events as described in the Bond Agreements.
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2.3.8

Investors could be unable to recover losses in civil proceedings in jurisdictions other than Norway

The Company is a public limited company organised under the laws of Norway. The majority of the members of the
Board of Directors and Management reside in Norway. As a result, it may not be possible for investors to effect service
of process in other jurisdictions upon such persons or the Company, to enforce against such persons or the Company
judgments obtained in non-Norwegian courts, or to enforce judgments on such persons or the Company in other
jurisdictions.
2.3.9

Norwegian law could limit shareholders’ ability to bring an action against the Company

The rights of holders of the Shares are governed by Norwegian law and by the Articles of Association. These rights may
differ from the rights of shareholders in other jurisdictions. In particular, Norwegian law limits the circumstances under
which shareholders of Norwegian companies may bring derivative actions. For example, under Norwegian law, any action
brought by the Company in respect of wrongful acts committed against the Company will be prioritised over actions
brought by shareholders claiming compensation in respect of such acts. In addition, it could be difficult to prevail in a
claim against the Company under, or to enforce liabilities predicated upon, securities laws in other jurisdictions.
2.3.10

The Company will incur increased costs as a result of being a publicly traded company

As a publicly traded company with its Shares listed on Oslo Børs, the Company will be required to comply with Oslo Børs’
reporting and disclosure requirements and with its corporate governance requirements. The Company will incur
additional legal, accounting and other expenses to comply with these and other applicable rules and regulations, including
potentially hiring additional personnel. The Company anticipates that its incremental general and administrative
expenses as a publicly traded company will include, among other things, costs associated with annual and quarterly
reports to shareholders, shareholders’ meetings, investor relations, incremental director and officer liability insurance
costs and officer and director compensation. Any such increased costs, individually or in the aggregate, could have a
material adverse effect on OKEA’s business, results of operations, financial condition and prospects.
2.3.11

Exchange rate fluctuations could adversely affect the value of the Shares and any dividends paid on the
Shares for an investor whose principal currency is not NOK

The Shares will be priced and traded in NOK on Oslo Børs and any future payments of dividends on the Shares will be
denominated in the currency of the bank account of the relevant shareholder, and will be paid to the shareholders
through DNB Bank ASA, being the Company’s VPS registrar (the “VPS Registrar”). Shareholders registered in the VPS
who have not supplied their VPS account operator with details of their bank account, will not receive payment of dividends
unless they register their bank account details of their VPS account, and thereafter inform the VPS Registrar about said
account. The exchange rate(s) that is applied when denominating any future payments of dividends to the relevant
shareholder's currency will be the VPS Registrar's exchange rate on the payment date. Exchange rate movements of
NOK will therefore affect the value of these dividends and distributions for investors whose principal currency is not NOK.
Further, the market value of the Shares as expressed in foreign currencies will fluctuate in part as a result of foreign
exchange fluctuations. This could affect the value of the Shares and of any dividends paid on the Shares for an investor
whose principal currency is not NOK.
2.3.12

A limited free float of the Shares may have a negative impact on the liquidity of and market price for the
Shares

After completion of the Offering, assuming allocation of all New Shares and Sale Shares in the Offering, approximately
36% of the Company’s share capital (approximately 39% of the share capital if the Over-Allotment Option is exercised
in full) will be publicly held. The limited free float may have a negative impact on the liquidity of the Shares and result
in a low trading volume of the Shares, which could have an adverse effect on the prevailing market price for the Shares
and could result in increased volatility of the market price for the Shares.
2.3.13

The transfer of shares is subject to restrictions under the securities laws of the United States and other
jurisdictions

The Shares have not been registered under the U.S. Securities Act or any U.S. state securities laws or any other
jurisdiction outside of Norway and are not expected to be registered in the future. As such, the Shares may not be
offered or sold except pursuant to exemption from, or in transactions not subject to, the registration requirements of
the U.S. Securities Act and other applicable securities laws. In addition, there is no assurance that shareholders residing
or domiciled in the United States will be able to participate in future capital increases or rights offerings.
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3

RESPONSIBILITY FOR THE PROSPECTUS

This Prospectus has been prepared in connection with the Offering and the Listing of the Shares on Oslo Børs described
herein.
The Board of Directors of OKEA ASA accepts responsibility for the information contained in this Prospectus. The members
of the Board of Directors confirm that, after having taken all reasonable care to ensure that such is the case, the
information contained in this Prospectus is, to the best of their knowledge, in accordance with the facts and contains no
omission likely to affect its import.
27 May 2019
The Board of Directors of OKEA ASA

Chaiwat Kovavisarach

Henrik Schröder

Prisana Praharnkhasuk

Chairperson

Director

Director

Liv Monica Stubholt

Michael William Fischer

Finn Haugan

Director

Director

Director

Ida Ianssen Lundh

Rune Olav Pedersen

Nicola Gordon

Director

Director

Director

Anne Lene Rømuld

Jan Atle Johansen

Diretor

Director
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4

GENERAL INFORMATION

4.1

Other important investor information

The Company has furnished the information in this Prospectus. The Managers make no representation or warranty,
whether express or implied, as to the accuracy, completeness or verification of the information in this Prospectus, and
nothing contained in this Prospectus is, or shall be relied upon as, a promise or representation by the Managers, whether
as to the past or the future. The Managers assume no responsibility for the accuracy or completeness of the verification
of this Prospectus and accordingly disclaim, to the fullest extent permitted by applicable law, any and all liability, whether
arising in tort, contract or otherwise which they might otherwise have in respect of this Prospectus or any such statement.
The Managers are acting exclusively for the Company and no-one else in connection with the Offering. They will not
regard any other person (whether or not a recipient of this document) as their respective clients in relation to the
Offering and will not be responsible to anyone other than the Company for providing the protections afforded to their
respective clients nor for giving advice in relation to the Offering or any transaction or arrangement referred to herein.
None of the Company, the Managers, or any of their respective affiliates, representatives, advisers or selling agents, is
making any representation to any offeree or purchaser of the Offer Shares regarding the legality of an investment in the
Offer Shares. Each investor should consult with his or her own advisors as to the legal, tax, business, financial and
related aspects of a purchase of the Offer Shares.
Investing in the Offer Shares involves a high degree of risk. See Section 2 “Risk Factors”.
In connection with the Offering, each of the Managers and any of their respective affiliates, acting as an investor for its
own account, may take up Offer Shares in the Offering and in that capacity may retain, purchase or sell for its own
account such securities and any Offer Shares or related investments and may offer or sell such Offer Shares or other
investments otherwise than in connection with the Offering. Accordingly, references in the Prospectus to Offer Shares
being offered or placed should be read as including any offering or placement of Offer Shares to any of the Managers or
any of their respective affiliates acting in such capacity. None of the Managers intends to disclose the extent of any such
investment or transactions other than in accordance with legal or regulatory obligation to do so. In addition, certain of
the Managers or their affiliates may enter into financing arrangements (including swaps) with investors in connection
with which such Managers (or their affiliates) may from time to time acquire, hold or dispose of Shares.

4.2

Presentation of financial and other information

4.2.1

Financial information

OKEA has prepared audited financial statements in accordance with the International Financial Reporting Standards, as
adopted by the European Union (“IFRS”) as of and for the years ended 31 December 2018 and 2017, included in
Appendix B to this Prospectus. The Company converted its financial statements to IFRS in 2017 with a 1 January 2016
IFRS opening statement of financial position. The 2017 financial statements include 2016 IFRS figures as comparative
financial information. The audited 2018 and 2017 financial statements together with the 2016 comparative financial
figures constitute the “Financial Statements”.
The audited financial statements as of and for the year ended 31 December 2016 have been prepared in accordance
with the Norwegian Accounting Act and Norwegian Generally Accepted Accounting Principles for small companies
(“NGAAP”), and are included in Appendix B to this Prospectus.
The financial statements prepared in accordance with IFRS as of and for the years ended 31 December 2018 and 2017
and the financial statements prepared in accordance with NGAAP as of and for the year ended 31 December 2016 have
been audited by PricewaterhouseCoopers AS (“PwC”), as set forth in their auditor’s reports included herein.
OKEA has prepared unaudited quarterly financial statements in accordance with IFRS for the quarter ended 31 March
2019. The Company has prior to Q1 2019 used a variant of the sales method where changes in overlift and underlift
balances have been valued at its net realizable value and the change in over/underlift has been included as “other
income”. Due to recent development in IFRIC discussions, the Company has decided to change to the traditional sales
method from 1 January 2019. This means that changes in over/underlift balances are valued at production cost including
depreciation and presented as an adjustment to cost. The new accounting principle for overlift and underlift balances
leads to increased volatility in revenue recognition in situations where there are changes to the lifting schedule or where
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there are uneven number of liftings between quarters. Comparative figures for the quarter ended 31 March 2018 and
the year ended 30 December 2018 has been restated in line with IAS 8. As a consequence of this restatement 2018
figures in the Prospectus are presented as restated.
The Company presents its financial information in NOK (presentation currency).
4.2.2

Alternative Performance Measures

In order to enhance investors' understanding of OKEA's performance, the Company presents in this Prospectus certain
alternative performance measures (“APMs”) as defined by the European Securities and Markets Authority (“ESMA”),
including Earnings before interest and other financial items, taxes, depreciation and amortisation and impairments
(EBITDA) and production expenses per barrel of oil equivalent (production expenses per boe) and Profit/loss from
operating activities. An APM is defined as a financial measure of historical or future financial performance, financial
position, or cash flows, other than a financial measure defined or specified in the applicable financial reporting framework
(IFRS).
These APMs are defined by OKEA as follows:


EBITDA

Earnings before interest and other financial items, taxes, depreciation, depletion and amortisation and impairments
(EBITDA) is a key financial performance measure for OKEA and is derived from the statement of comprehensive income
consisting of Net profit / loss (-) less income taxes, net financial items and depreciation, depletion, amortization and
impairment. The measure is useful for users of OKEAs financial information in evaluating operating profitability as it
excludes depreciation, depletion, amortisation and impairment expense related primarily to capital expenditures and
business combinations that occurred in the past. EBITDA is also used when evaluating operating performance in relation
to peers and used for internal performance analysis. It is also a useful measure of OKEAs ability to fund its operations
and service debt.


Production expense per boe

Production expense expenses per barrel of oil equivalent (Production expense per boe) is a key financial performance
measure for OKEA. Production expense is derived from the statement of comprehensive income. OKEAs effort to improve
efficiencies makes production expense and production expense per boe key financial performance measures. They are
also used for internal performance analysis and when evaluating operating performance in relation to peers.


Profit/loss from operating activities

Profit/loss from operating activities is a key financial performance measure for OKEA and is a line item in the statement
of comprehensive income consisting of total operating income less total operating expenses. OKEAs effort to improve
efficiencies makes Profit/loss from operating activities a key financial performance measure. It is also used for internal
performance analysis and when evaluating operating performance in relation to peers.
Below is a reconciliation of EBITDA and production expense per boe for the quarter ended 31 March 2019 and 31 March
2018, and the years ended 31 December 2018, 2017 and 2016 in NOK 000’:
EBITDA

Net profit / loss (-)
Income taxes
Net financial items
Depreciation, depletion and amortization
Impairment
EBITDA (unaudited)



Q1 2019/
(unaudited)

Q1 2018 restated
(unaudited)

2018 restated
(unaudited)

2017

2016

3 366

-486

-155 715

-11 714

-5 659

134 960

-12 815

-144 488

-68 780

-25 648

36 944

-5 197

348 963

24 706

2 874

201 359

5 883

100 066

18 025

178

-12 615

148 827

-37 763

-28 255

36 354
412 984

Production expense and production expense per boe
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Production expenses
boe (pa)
Production expenses / boe (unaudited) in NOK

Q1 2019
(unaudited)

Q1 2018 restated
(unaudited)

2018 restated
(unaudited)

2017

2016

144 106

2 390

96 714

7 654

148

1 754 820

33 210

814 681

106 598

1 016

82

72

119

72

146

The APMs presented herein are not measurements of performance under IFRS or other generally accepted accounting
principles and investors should not consider any such measures to be an alternative to: (a) operating income or net
income (as determined in accordance with IFRS), as a measure of OKEA’s operating performance; or (b) any other
measures of performance under generally accepted accounting principles. The APMs presented herein may not be
indicative of OKEA’s historical operating results, nor are such measures meant to be predictive of the Company’s future
results. The Company believes that the APMs presented herein are commonly reported by companies in the countries in
which it competes and are widely used by investors in comparing performance on a consistent basis without regard to
factors such as depreciation, depletion and amortisation, which can vary significantly depending upon accounting
methods (particularly when acquisitions have occurred) or based on non-operating factors. Accordingly, OKEA discloses
the APMs presented herein to permit a more complete and comprehensive analysis of its operating performance relative
to other companies and across periods. Because companies calculate the APMs presented herein differently, OKEA’s
presentation of these APMs may not be comparable to similarly titled measures used by other companies.
4.2.3

Industry and market data

In this Prospectus, the Company has used industry and market data from independent industry publications and market
research. These include BP Statistical Review of World Energy, Bloomberg and the Norwegian Petroleum Directorate.
The Company confirms that where information has been sourced from a third party, such information has been accurately
reproduced and that as far as the Company is aware and is able to ascertain from information published by these third
party providers, no facts have been omitted that would render the reproduced information inaccurate or misleading.
Where information sourced from third parties has been presented, the source of such information has been identified.
Industry publications or reports generally state that the information they contain has been obtained from sources
believed to be reliable, but the accuracy and completeness of such information is not guaranteed. The Company has not
independently verified and cannot give any assurances as to the accuracy of market data contained in this Prospectus
that was extracted from these industry publications or reports and reproduced herein. Market data and statistics are
inherently unpredictable and subject to uncertainty and not necessarily reflective of actual market conditions. Such
statistics are based on market research, which itself is based on sampling and subjective judgments by both the
researchers and the respondents, including judgments about what types of products and transactions should be included
in the relevant market.
The Company cautions prospective investors not to place undue reliance on the above mentioned data. Unless otherwise
indicated in the Prospectus, any statements regarding the Company’s competitive position are based on the Company’s
own assessment and knowledge of the market in which it operates.
As a result, prospective investors should be aware that statistics, data, statements and other information relating to
markets, market sizes, market shares, market positions and other industry data in this Prospectus (and projections,
assumptions and estimates based on such information) may not be reliable indicators of the Company’s future
performance and the future performance of the industry in which it operates. Such indicators are necessarily subject to
a high degree of uncertainty and risk due to the limitations described above and to a variety of other factors, including
those described in Section 2 “Risk Factors” and elsewhere in this Prospectus.
4.2.4

Other information

In this Prospectus, all references to “NOK” and “Norwegian kroner” are to the lawful currency of Norway, all references
to “USD”, “$” and “U.S. dollars” are to the lawful currency of the United States of America, all references to GBP are
to the lawful currency of British Pounds and all references to “EUR”, “€” and “euros” are to the lawful common currency
of the EU member states who have adopted the Euro as their sole national currency. The Financial Statements have
NOK as presentation currency.
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4.2.5

Rounding

Certain figures included in this Prospectus have been subject to rounding adjustments (by rounding to the nearest whole
number or decimal or fraction, as the case may be). Accordingly, figures shown for the same category presented in
different tables may vary slightly. As a result of rounding adjustments, the figures presented may not add up to the total
amount presented.

4.3

Cautionary note regarding forward-looking statements

This Prospectus includes forward-looking statements that reflect the Company’s current views with respect to future
events and financial and operational performance. These forward-looking statements may be identified by the use of
forward-looking terminology, such as the terms “anticipates”, “assumes”, “believes”, “can”, “could”, “estimates”,
“expects”, “forecasts”, “intends”, “may”, “might”, “plans”, “projects”, “should”, “will”, “would” or, in each case, their
negative, or other variations or comparable terminology. These forward-looking statements are not historic facts. They
appear, among other areas, in the following sections of the Prospectus, Section 7 “Industry and Market Overview”,
Section 8 “Business” and Section 11 “Operating and Financial Review”, and include statements regarding the Company’s
intentions, beliefs or current expectations concerning, among other things, financial strength and position of the
Company, operating results, liquidity, prospects, growth, the implementation of strategic initiatives, as well as other
statements relating to the Company’s future business development and financial performance, and the industry in which
the Company operates, such as, but not limited to, statements relating to:


estimates of the Company’s oil and gas reserves or resources;



the Company’s strategy, outlook and growth prospects;



the Company’s operational and financial objectives, including statements relating to expectations for the
financial year 2019 and statements as to the Company’s medium or long-term growth, margin, and dividend
policy;



the competitive nature of the business in which the Company operates and the competitive pressure and
competitive environment in general;



earnings, cash flow, dividends and other expected financial results and conditions;



the expected growth and other developments of the industries in which the Company operates;



the Company’s planned investments;



forecasts; and



the Company’s liquidity, capital resources, capital expenditures, and access to funding.

Prospective investors in the Offer Shares are cautioned that forward-looking statements are not guarantees of future
performance and that the Company’s actual financial position, operating results and liquidity, and the development of
the industry in which the Company operates, may differ materially from those made in, or suggested, by the forwardlooking statements contained in this Prospectus. The Company cannot guarantee that the intentions, beliefs or current
expectations upon which its forward-looking statements are based will occur.
By their nature, forward-looking statements involve, and are subject to, known and unknown risks, uncertainties and
assumptions as they relate to events and depend on circumstances that may or may not occur in the future. Because of
these known and unknown risks, uncertainties and assumptions, the outcome may differ materially from those set out
in the forward-looking statements. Important factors that could cause those differences include, but are not limited to:


the Company’s business, results of operations, value of assets, reserves, cash flows, financial condition and access
to capital depend significantly upon and may be adversely affected by the level of oil and gas prices, which are
highly volatile;



reserves and contingent resources are by their nature uncertain in respect of the inferred volume range;



developing producing fields, such as for example the Yme field, requires significant investments; and



the Company is dependent on locating, acquiring, developing and producing oil and gas reserves that are
economically recoverable.
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The risks that could affect the Company’s future results and could cause results to differ materially from those expressed
in the forward-looking statements are discussed in Section 2 “Risk Factors”.
The information contained in this Prospectus, including the information set out under Section 2 “Risk Factors”, identifies
additional factors that could affect the Company’s financial position, operating results, liquidity and performance.
Prospective investors in the Shares are urged to read all Sections of this Prospectus and, in particular, Section 2 “Risk
Factors” for a more complete discussion of the factors that could affect the Company’s future performance and the
industry in which the Company operates when considering an investment in the Company.
These forward-looking statements speak only as at the date on which they are made. The Company undertakes no
obligation to publicly update or publicly revise any forward-looking statement, whether as a result of new information,
future events or otherwise. All subsequent written and oral forward-looking statements attributable to the Company or
to persons acting on the Company’s behalf are expressly qualified in their entirety by the cautionary statements referred
to above and contained elsewhere in this Prospectus.

4.4

Exchange rates

The Company conducts business primarily in Norwegian kroner (NOK), but also in US Dollars (USD) and British Pounds
(GBP) as the Company's revenues are primarily USD (oil prices are USD denominated) and GBP denominated (gas prices
are GBP denominated). The functional currency of the Company is NOK and the Company presents its financial
statements in NOK.
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5

REASONS FOR THE OFFERING AND THE LISTING

The Company’s projects in which a final investment decision (FID) is made (such as the New Yme Development and
Gjøa P1) and the execution of mandatory work obligations in Production Licences are as of the date of this Prospectus
and based on the assumptions and estimated at the investment decision contemplated to be funded by other sources of
funds than proceeds from the Offering.
The Company’s reasons for the Offering is to raise financings to strengthen OKEAs balance sheet and improve its ability
to fund new projects currently not sanctioned by a final investment decision (FID), including but not limited to increased
oil production projects at the Draugen field, the Grevling and Storskrymten development project and other future
projects as alia described in Section 8.5.2 "Description of Assets", and future business development opportunities. It is
not possible at this stage to provide a more detailed allocation of use of proceeds from the Offering (than described
above) due inter alia to the fact that such allocation of proceeds will depend on the projects sanctioned in the future,
the costs related to the execution of projects and the priorities made by the Company in relation to execution of projects.
In addition, it will be dependent on the execution of the business development strategy of the Company going forward.
The net proceeds from the issue of the New Shares in the Offering to be received by the Company in the amount of NOK
619 million, assuming an Offer Price of NOK 25 per Offer Share, which is the low end of the Indicative Price Range, with
gross proceeds from the sale of the New Shares in the Offering of NOK 650 million and transaction costs related to the
Offering of NOK 31 million payable by the Company. In addition to the expenses directly related to the offering, other
estimated expenses related to the listing amounts to NOK 11 million. The Company will not receive any proceeds from
the sale of the Sale Shares or the sale of any Additional Shares by the Selling Shareholders.
The reasons for the Listing are to:
•

increase the liquidity for trading of the shares in OKEA and therefore make it more attractive to invest in shares
in OKEA;

•

facilitate the use of Shares as consideration in M&A transactions and provide access to capital markets;

•

diversify the shareholder base and enable other investors to take part in OKEA’s future growth and value
creation;

•

enhance OKEA’s profile with investors, business partners and customers; and

•

further enhance the ability of OKEA to attract and retain key management and employees.
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6

DIVIDENDS AND DIVIDEND POLICY

6.1

Dividend policy

In deciding whether to propose a dividend and in determining the dividend amount, the Board of Directors will take into
account legal restrictions, as set out in the Norwegian Public Limited Companies Act of 13 June 1997 no. 45 (the
“Norwegian Public Limited Companies Act”) (see Section 6.2 “Legal constraints on the distribution of dividends”),
the Company’s capital requirements, including capital expenditure requirements, the Company’s financial condition,
general business conditions and any restrictions that its contractual arrangements in place at the time of the dividend
may place on its ability to pay dividends and the maintenance of appropriate financial flexibility. Except in certain specific
and limited circumstances set out in the Norwegian Public Limited Companies Act, the amount of dividends paid may
not exceed the amount recommended by the Board of Directors.
The proposal to pay a dividend in any year is, in addition to the legal restrictions set out in Section 6.2 “Legal constraints
on the distribution of dividends”, further subject to any restrictions under the Company’s borrowing arrangements or
other contractual arrangements in place at the time. Further, OKEA is growing its business and surplus cash will be used
to fund ongoing and future projects. Consequently, the Company does not expect to pay dividends in the foreseeable
future.
No dividends have been distributed to the shareholders of the Company from its incorporation in 2015 until the date of
this Prospectus.

6.2

Legal constraints on the distribution of dividends

Dividends may be paid in cash or in some instances in kind. The Norwegian Public Limited Companies Act provides the
following constraints on the distribution of dividends applicable to the Company:


Section 8-1 of the Norwegian Public Limited Companies Act provides that the Company may distribute
dividends to the extent that the Company’s net assets following the distribution cover (i) the share capital,
(ii) the reserve for valuation variances and (iii) the reserve for unrealised gains. The amount of any receivable
held by the Company which is secured by a pledge over Shares in the Company, as well as the aggregate
amount of credit and security which, pursuant to Sections 8-7 to 8-10 of the Norwegian Public Limited
Companies Act fall within the limits of distributable equity, shall be deducted from the distributable amount.
The calculation of the distributable equity shall be made on the basis of the balance sheet included in the
approved annual accounts for the last financial year, provided, however, that the registered share capital as
of the date of the resolution to distribute dividends shall be applied. Following the approval of the annual
accounts for the last financial year, the General Meeting may also authorise the Board of Directors to declare
dividends on the basis of the Company’s annual accounts. Dividends may also be resolved by the General
Meeting based on an interim balance sheet which has been prepared and audited in accordance with the
provisions applying to the annual accounts and with a balance sheet date not further into the past than six
months before the date of the General Meeting’s resolution.



Dividends can only be distributed to the extent that the Company’s equity and liquidity following the
distribution is considered sound.

The Norwegian Public Limited Companies Act does not provide for any time limit after which entitlement to dividends
lapses. Subject to various exceptions, Norwegian law provides a limitation period of three years from the date on which
an obligation is due. There are no dividend restrictions or specific procedures for non-Norwegian resident shareholders
to claim dividends. For a description of withholding tax on dividends applicable to non-Norwegian residents, see Section
17 “Taxation”.
Furthermore, the Bonds contain restrictions on the ability of OKEA to pay dividends to its shareholder, whereby OKEA
must not declare or make any dividend payment, repurchase shares or make any loans or other equity distributions or
payments to its direct or indirect shareholders, whether in cash or in kind other than upon the dates of occurrence of
certain events as described in the Bond Agreements.
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6.3

Manner of dividend payments

Any future payments of dividends on the Shares will be denominated in the currency of the bank account of the relevant
shareholder, and will be paid to the shareholders through the VPS Registrar. Shareholders registered in the VPS who
have not supplied their VPS account operator with details of their bank account, will not receive payment of dividends
unless they register their bank account details on their VPS account, and thereafter inform the VPS Registrar about said
account. The exchange rate(s) that is applied when denominating any future payments of dividends to the relevant
shareholder's currency will be the VPS Registrar's exchange rate on the payment date. Dividends will be credited
automatically to the VPS registered shareholders' accounts, or in lieu of such registered account, at the time when the
shareholder has provided the VPS Registrar with their bank account details, without the need for shareholders to present
documentation proving their ownership of the Shares. Shareholders' right to payment of dividend will lapse three years
following the resolved payment date for those shareholders who have not registered their bank account details with the
VPS Registrar within such date. Following the expiry of such date, the remaining, undistributed dividend will be returned
from the VPS Registrar to the Company. No interest will accrue on postponed dividend payments due to a lack of
provision of bank account details.
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7

INDUSTRY AND MARKET OVERVIEW

7.1

The global energy market

World energy consumption has steadily increased since the industrial revolution, a trend which is expected to continue
in the medium term. Fossil fuels continue to supply more than 85 percent of the world’s energy. Oil is the largest energy
source, meeting 34 percent of the world’s energy consumption, while natural gas accounts for 23 percent and coal for
28 percent.
The world consumption of primary energy, including oil, natural gas, coal, nuclear, hydro power and other renewable
energy, increased by 1.9 percent in 2017. Global oil consumption increased by 1.9 million barrels per day or 1.8 percent
in 2017. In 2018, global oil consumption increased by another 1.3 million barrels per day or 1.3 percent according to
IEA data from February 2019.
Figure 7.1 – Total world energy consumption 1965-2017 – distribution by fuel

Source: BP Statistical Review of World Energy June 2018.

7.2

Overview of the oil market

7.2.1

Oil consumption

Oil is a common description of hydrocarbons in liquid form. Crude oil produced from different oil fields varies greatly in
composition, and the composition and distribution of hydrocarbon components determines the weight of the oil, with
light crude oil having a higher percentage of light hydrocarbons than heavier oil. Light oil requires less refinement to be
usable and is therefore typically more valuable than heavy oil.
Oil is well-suited for storage and transportation and is transported over long distances in large crude oil tankers or
pipelines. Because of this, oil is a commodity with a well-developed global market. The prices are determined on the
world’s leading commodities exchanges, with New York Mercantile Exchange (NYMEX) in New York and the
Intercontinental Exchange ("ICE") in London as the most important markets for the determination of global oil prices.
Relative oil price differentials are primarily determined by the weight of the oil and its sulphur content, with WTI, the
main benchmark for NYMEX, as the lightest and sweetest (lowest in sulphur) of the main benchmarks in oil pricing. Brent
crude, the main benchmark for ICE, is slightly heavier.
Crude oil is used for a variety of purposes, the most important being the production of energy rich fuels, with
approximately 70 percent of hydrocarbons being used for gasoline, diesel, jet fuel and other fuel oils. The remaining
hydrocarbons are used as raw material for many chemical products, including pharmaceuticals, solvents, fertilizers,
pesticides and plastics.
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7.2.2

Oil production, consumption and reserves

World oil consumption in 2017 was approximately 98.2 million barrels per day, of which Asia Pacific, North America and
Europe including Eurasia (most importantly, Russia) accounted for approximately 35 percent, 25 percent and 20 percent,
respectively. Consumption in the Middle East was about 9.5 percent of the world total consumption.
The Middle East is the world’s largest oil producing region, accounting for 34 percent of the world total. North America
is second behind the Middle East, accounting for 22 percent, followed by Europe and Eurasia with 19 percent. Despite
being the largest consuming region, oil production in Asia Pacific accounts for only 9 percent of total world production.
Figure 7.2.2 – World oil consumption and production by region, 2017

Source: BP Statistical Review of World Energy June 2018.

Worldwide proven oil reserves stood at an estimated 1,697 billion barrels at the end of 2017, sufficient to meet some
50 years of global production at 2017 production levels.
The members of OPEC together held 71.8 percent of total global reserves in 2017. OPEC includes the largest Middle East
oil producers, namely Iran, Iraq, Kuwait, Saudi Arabia and the UAE, in addition to Algeria, Angola, Congo, Equatorial
Guinea, Libya, Nigeria, Gabon, Ecuador, and Venezuela. OPEC has historically played the role of swing producer in the
global oil market and its decisions have had considerable influence on oil supply availability and thus international oil
prices.
Figure 7.2.2(a) – Distribution of proven world oil reserves 2017

Source: BP Statistical Review of World Energy June 2018.
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7.2.3

The oil price

Oil prices were close to all-time highs for most of 2011, 2012, 2013 and the first half of 2014, with Brent oil trading
within a USD 100-125/bbl range most of the time. However, during the second half of 2014, oil prices declined steeply
and in 2015 Brent averaged USD 54/bbl. Towards the end of 2015 and into 2016, oil prices decreased further, and Brent
reached a low of USD 28/bbl in January 2016. Since then, prices have recovered substantially with Brent averaging USD
55/bbl in 2017, USD 72/bbl in 2018. After a decline towards the end of 2018, oil prices have recovered and Brent is on
25 May 2019 trading at USD 68.63/bbl. Over the past twelve months, Brent has averaged USD 70.45/bbl (average
calculated from 24 May 2018 to 24 May 2019).
As evidenced by the price changes in recent years, the oil price is highly dependent on the current and expected future
supply and demand of oil. As such, it is influenced by global macroeconomic conditions and may experience material
fluctuations on the basis of economic indicators and material economic events as well as geopolitical events. Historically,
oil prices have also been heavily influenced by organizational and national policies, most significantly the formation of
OPEC and subsequent production policies announced by the organization. The figure below shows Brent oil price
development from 1 January 2000 to 6 September 2018.
Figure 7.2.3 – Brent oil price, daily from 1 Jan 2000 to 6 Sep 2018

Source: Bloomberg oil price data.

7.3

Overview of the global gas market

7.3.1

Introduction

Natural gas is typically colourless, odourless and non-toxic at ambient temperatures. It can be found in onshore and
offshore reservoirs, either as associated gas in crude oil or condensate or alone as non-associated gas. Natural gas is
composed primarily of methane, but may also contain ethane, propane and heavier hydrocarbons. Small quantities of
nitrogen, oxygen, carbon dioxide, sulphur compounds and water can also be found in natural gas. It is often termed a
premium commodity for its value as both an energy source and as a feedstock for petrochemical products, and because
it is relatively clean-burning. As a result, natural gas is used in a variety of ways: for home and business heating, electric
power generation, the manufacture of petrochemical products ranging from plastics to fertilizers and intermediate
materials, and as a vehicle fuel.
7.3.2

Gas production, consumption and reserves

In 2017, total world consumption of gas was approximately 3,670 billion cubic meters ("bcm") of which Europe and
Eurasia, North America and Asia Pacific accounted for approximately 30 percent, 26 percent and 21 percent, respectively.
Consumption of gas in the Middle East was approximately 536 bcm in 2017, representing approximately 15 percent of
the world total. Production in the Middle East exceeded consumption by 123 bcm.
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Figure 7.3.2 – World gas consumption and production by region, 2017

Source: BP Statistical Review of World Energy June 2018.

Total world proven gas reserves stood at approximately 193 trillion cubic meters at the end of 2017. These reserves are
sufficient to meet approximately 53 years of global gas production at 2017 levels. Approximately 41 percent of total
world proven gas reserves are located in the Middle East, while Europe and Eurasia contain 32 percent (of which the
majority is in Russia and Turkmenistan).
Figure 7.3.2(a) – Distribution of proven world gas reserves, 2017

Source: BP Statistical Review of World Energy 2018.

7.3.3

The gas prices

Because gas is not easily transported, gas prices are not determined by a world-wide market. Gas prices are usually
determined regionally, with regions defined by pipeline and LNG transportation networks. Hence, regional gas prices
generally correlate less than the prices for various types of oil. Gas prices are also affected by the price of other energy
sources, such as the oil price.
Gas price volatility is significantly higher than oil price volatility. This is primarily due to the fact that gas is more difficult
to store than oil, meaning that gas prices are affected by immediate supply and demand within pipeline networks.
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Three broad pricing mechanisms exist for gas. The first, mostly seen in international trade and in long-term contracts,
involves linking gas to either crude or petroleum product prices. The second pricing mechanism is regulated pricing in
domestic markets where governments set fixed prices usually reflecting production and transportation costs. The final
mechanism is competitive pricing whereby trading points, often called hubs, are established in major markets and price
is determined by supply and demand at these hubs. The gas market in the U.S. is largely deregulated. There are multiple
trading points across the U.S. and Canada, but the most active point is the Henry Hub in Louisiana. In Europe, gas has
historically been traded under long-term contracts with pricing linked to diesel and heavy fuel. In recent years, however,
an increasing share of European gas volumes have shifted from oil based to hub-based pricing, where gas supply demand
dynamics determine the price. Several trading hubs for gas have been established, the most active of which is the
National Balancing Point (NBP), in the United Kingdom.
Oil-linked pricing has been prevalent in Asia, where large volumes of gas have been imported in liquefied form under
long-term contracts.
Figure 7.3.3 – Historical gas prices 1984 - 2017

Source: BP Statistical Review of World Energy June 2018.

7.4

The Norwegian Continental Shelf

7.4.1

Reserves and production

Oil and gas have been produced on the Norwegian Continental Shelf ("NCS") since 1971, and in total more than 100
fields have been put in production. By year-end 2018, a total of 46 billion boe of oil and gas had been produced on the
NCS, and the NPD estimates that a further 52 billion boe or 57% of the total is yet to be produced. Future potential
production is inter alia supported by 85 discoveries in addition to a significant amount of estimated undiscovered
resources.
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Figure 7.4.1 – Estimated reserves and resources year end 2018
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Going forward, oil and gas production at the NCS will increase from 3.9 million boepd in 2018 to 4.4 million boepd in
2023 according to NPD forecasts, and be close to the record levels seen in the beginning of the 2000s with production
start at the Johan Sverdrup field being a key driver of the growth. In terms of oil and gas split, production is fairly
balanced with gas accounting for 52.6% of the total in 2018.
Figure 7.4.1(a) – Breakdown of petroleum sales by commodity type

Source: NPD.
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Looking at the longer term outlook, as shown in Figure 10, NPD forecasts production to remain around 4.3-4.4 mmboepd
during 2023-25, before starting a moderate decline of approximately 5% per annum through 2030. Most of the
production naturally comes from reserves and resources in fields, while existing discoveries and undiscovered resources
contribute with an increasing share in the latter part of the 2020s.
Figure 7.4.1(b) – Breakdown of petroleum production by reserve and resource type

Source: NPD.

The NCS is divided into three major regions, the North Sea, the Norwegian Sea and the Barents Sea, where it is expected
that more than two thirds of the remaining resources are located in the latter. The North Sea is considered the current
“engine” of the Norwegian petroleum activities with 63 producing fields at year-end 2018.
Figure 7.4.1(c) – Geographical breakdown of reserves

Source: NPD.

7.4.2

Exploration activity

Exploration activity was considerably higher in 2018 relative to 2016-17, with the number of exploration wells almost as
high as in 2013-2014 when the oil price was above USD 100/bbl. The high level of exploration activity proves that the
NCS is attractive, as stated by NPD. Furthermore, 87 new Production Licences were awarded in 2018 which is a new
record, further underlining the interest and attractiveness of the NCS.
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There are several reasons for the increased exploration activity according to NPD. In recent years, large parts of the
NCS have been covered with new and improved seismic data. This has enabled the industry to define new exploration
prospects, and resulted in extensive awards in the licensing rounds. At the same time, reduced costs and recovering oil
and gas prices have improved exploration economics.
Figure 7.4.2 – Number of exploration wells per year

Source: NPD.

7.4.3

Costs and investments

Since 2014, E&P and oil service companies have gone through a major process to improve their profitability through
cost reductions and increased efficiencies. This has led to a considerable reduction in both exploration, development and
operating costs.
As an example, from 2014 to 2018 average operating costs per boe produced on the NCS have been reduced with 42
percent in USD terms (25 percent in NOK terms) and stood at USD 5/boe according to NPD data. Over the next five
years, costs are expected to stay more or less on the same level.
Figure 7.4.3 – Evolution of operational costs and year on year change
USD/boe
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2019

2021

2023

Development costs have also come down, illustrated in Figure 7.4.3(a), showing a reduction of more than 40 percent
from 2014 to 2018. NPD further states that the lower general cost level is also reflected in the profitability of new
development projects that are approved. These are projects with good profitability for both the companies and the
Norwegian society. The general scenario is that new development projects have good profitability and will be robust with
significantly lower oil prices than the current level.
Figure 7.4.3(a) – Development in average well cost per development well

Source: NPD.

In 2018 total investments on the NCS were unchanged from the 2017 level at around NOK 125 billion. This followed four
consecutive years of decreased investments, driven by the oil price decline in 2014-15. In 2019, investments are
expected to be in excess of NOK 140 billion, up 13 percent year-on-year according to NPD estimates, with both increased
activity level at producing fields and several development projects and upgrades contributing to the growth.
In 2018, the authorities approved nine development plans. Of these, two were stand-alone developments and seven
were developments tied-in to existing infrastructure. The many tie-ins to existing infrastructure show that available
capacity in accessible infrastructure enables profitable development of small and medium-sized discoveries. Cooperation
across Production Licences and good exploitation of existing infrastructure mean lower costs for new developments, to
the benefit of both companies and the Norwegian society. This is becoming increasingly important as the NCS matures.
Furthermore, such development concepts also contribute to increase recovery and extend the lifetime of the host field.
Development of satellite fields is therefore extremely important for future value creation according to the NPD.
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Figure 7.4.3(b) – Total NCS investments
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7.4.4

Corporate landscape

The number of operators on the NCS has overall increased significantly over the last decade, almost doubling from 8 to
15, as shown in Figure 7.4.4 below. Since 2014-15 however, the number has decreased from 15 to 13. The underlying
breakdown between the types of companies reveals a larger change, where the key trends have been divestments from
utilities and majors, to a large extent offset by new smaller and medium sized companies. Overall, this is seen as natural
development given a maturing NCS and reduced scale of new opportunities, and increased focus on renewables among
the utilities.
Figure 7.4.4 – Number of operators
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8

BUSINESS OF THE COMPANY

8.1

Introduction

8.1.1

General

OKEA is a fast-growing Norwegian independent oil producer. All of OKEA’s oil and gas assets are located on the NCS.
OKEA has a nimble and low-cost strategy focused on growing its production through 1) exploiting upsides in and around
producing fields, 2) developing sub-100 mmboe discoveries into production and 3) Mergers & Acquisitions (M&A) activity.
Within one year after creation, OKEA proposed a redevelopment of the Yme field and development of the Grevling
discovery. In 2018, OKEA transformed its business with the acquisition of participating interests in the Draugen and
Gjøa fields from A/S Norske Shell ("Shell"), including operatorship of the Draugen field, as described in Section 11.1. It
is OKEA’s plan to continue to grow its business through a combination of extracting upsides in its existing fields, new
field developments and M&A activity.
As at the date of the Prospectus, OKEA is producing oil and gas at a rate of about 20 000 boepd from three fields;
Draugen, Gjøa and Ivar Aasen. The Company is also a partner in the Yme field development as described in Section
8.5.5. In total, OKEA holds participating interests in 20 Production Licences and is the operator of 11 of these Production
Licences.
A core part of OKEA’s strategy is low-cost field development of sub-100 million boe fields. The corporate landscape on
the NCS is rapidly changing with record-high transaction volumes in recent years driven by larger corporate deals and
majors selling out of the NCS. This is the same picture as the industry has seen in other areas, such as the UK North
Sea. While the NCS is still lagging comparable basins and larger fields will account for a large part of production for
many years, smaller fields will become more important to replace produced reserves. This gives running room for the
growth-oriented independents like OKEA.
8.1.2

OKEA Organisation

OKEA’s head office is in Trondheim where most of the management functions are located (Figure 8.1.2). Kristiansund is
established as the offshore and onshore operational centre, not only for the Draugen field, but for all future OKEAoperated fields. The Company also has smaller offices in Oslo and Stavanger.
Figure 8.1.2 – OKEA Management Structure
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The capacity in the organisation is based on the functional requirements and competence needed to be an efficient
Production Licence operator on the NCS. The company can keep a lean organisation because the business model requires
early involvement of associated oil service companies.
With the acquisition of the Draugen field, including the operatorship, OKEA acquired almost all of Shell’s offshore and
onshore operating organisation in Norway. This is of great value to OKEA and the Company now has a very strong
offshore and onshore operation team with decades of experience. This competence will be used both in existing and
future projects.

8.2

Key strengths

Highly experienced management team. OKEA has a solid management team with significant experience in building oil
companies on the NCS. The team has a proven track record in building organisations that can develop and operate oil
and gas fields. The Company's management team also has extensive business development experience and has executed
several large asset and company transactions that have yielded very good shareholder value. The transfer of
operatorship from Shell on Draugen was well executed in only five months.
Organization: OKEA has a highly skilled organisation of about 200 employees. This organization is capable of planning
and executing field developments as well as carrying out high quality offshore operations. As such, the Company is well
positioned for further inorganic growth.
Strong synergy potential. At current oil and gas price levels, OKEA will pay income taxes. This also means that the
Company can delay tax payments by investing in new projects that will increase tax depreciation and uplift or directly
set-off directly against income. It may also postpone tax payments through mergers or acquisition of companies with
tax losses. For many business development opportunities, this places the Company in a favourable position compared
to companies that are not in a tax paying position.
Unique and strong value proposition. OKEA is a niche player with a clear focus on smaller (sub-100 million boe) field
developments, targeting low cost field development through off the shelf concepts, standardisation and use of existing
infrastructure. It has a tier 1 operator organization.
Producing assets. OKEA’s producing assets have a solid operational history. The Company has a balanced portfolio of
cash generating assets and assets under development or in the planning phase. Material near-field upside potential is
identified for OKEA’s key assets.
Financial backing. OKEA has financially strong majority shareholders with a long-term plan to grow the Company.

8.3

Strategy

The Norwegian offshore landscape is rapidly changing with record-high transaction volumes in recent years driven by
larger corporate deals and majors divesting from the NCS to focus on other areas globally. This is the same picture as
the industry has seen in other areas, such as the UK North Sea. For a number of reasons, this process has been slower
on the NCS than it has in other areas. The Company believes that the NCS will mirror the trend in other basins with
smaller fields forming a progressively larger part of new production replacing production. OKEA’s strategy is to identify
and target sub-100 million boe fields which are large enough to provide excellent commercial returns but too small for
the majors and supermajors still operating in the region. OKEA believes that, based on extensive modelling, there is
significant “running room” for this strategy. Also, many oil companies on the NCS are specialized exploration companies
in need of a development partner when discoveries are made. OKEA is one of a few candidates for such a partnership.
OKEA is the “first mover” in the region for this strategy with the right combination of technical and operational capability
and access to necessary funding. The Company sees a window of opportunity to identify and capture key acreage and
assets before the industry can respond. Having secured a strong regional position, OKEA will be able to work with new
entrants as potential partners, rather than competitors.
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Figure 8.3 Changes in NCS industry dynamics create opportunity for smaller operators (ref. Rystad Energy)

8.4

History and important events

The table below provides an overview of key events in the history of OKEA:

Milestones
2015

Founded by Ola Borten Moe, Knut Arild Evensen, Erik Haugane and Anton Ernst Tronstad through their
respective holding companies and Seacrest Capital Group Ltd.
Proposed redevelopment of the Yme field which was recommended into abandonment.

2016

Approved as licensee on the NCS
Agrees with Repsol to acquire 60% of Yme (later to be cancelled)Acquires OMV's 0.554% in Ivar Aasen
Acquires Det Norske’s 55% in Grevling
Acquires Wintershall's 10% in Yme
Yme “development” becomes a licence project
1st oil at Ivar Aasen

2017

Pre-qualified as Operator on the NCS
Submitted plan for development as partner for Yme
Repsol decides to stay in the Yme project and OKEA acquires 5% of Yme from Repsol
Issued USD 120 million senior secured bond (OKEA 01), with maturity in November 2020
Yme PDO submittal

2018

Completion of external equity funding round 1 raising approx. NOK 105 million
Transformational transaction with A/S Norske Shell for Draugen and Gjøa
Awards in pre-defined Areas 2017 (APA 2017) – 1 licence
Sold share of Grevling discovery to Chrysaor
Yme PDO approval
Grevling development assessment licence decision
Issued USD 180 million senior secured bond (OKEA 02)
Completion external equity funding round 2 raising approx. NOK 110 million
Transaction with Shell completed
Bangchak Corporation Public Company Limited becomes new major investor through investment in directed
share issue

2019

Awards in pre-defined Areas 2018 (APA 2018) - 4 licences
Grevling concept recommendation
Rig contracted for first operated drilling activities

8.5

Overview of the Company’s operations

8.5.1

Overview of the Company’s reserves & resources

OKEA’s reserve and contingent resource volumes are classified in accordance with the Society of Petroleum Engineer’s
(SPE’s) Petroleum Resources Management System (PRMS). This classification system is consistent with Oslo Stock
Exchange’s requirements for the disclosure of hydrocarbon reserves and contingent resources. The reserves and
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resources estimates are for most cases in line with the RNB (Revised National Budget) 2019 reporting to the Norwegian
Authorities, with updates related to project maturation, production and new licence awards since.
8.5.1.1

Reserves

OKEA AS has reserves distributed in 4 fields, listed in Table 8.5.1.1. The Project Status Category describes the maturity
for each of the fields and projects. Reserves are volumes of hydrocarbons that are expected to be produced from known
accumulations in production, under development or with development committed. “Approved for development” indicates
field developments for which the Plan for Development and Operations (PDO) is approved by the Ministry of Petroleum
and Energy.
Table 8.5.1.1
Field/Project

Operator

Project Status Category

Draugen field

Interest
(%)
44.56%

Expected Field Lifetime

OKEA

Producing

2035

Gjøa field

12 %

Neptune

Producing

2027

Ivar Aasen field

0.554%

Aker BP

Producing

2035

Yme field

15 %

Repsol

Approved for development

2029

Comment
Main proportion of OKEA reserves

First oil Q2 2020

OKEA’s net proven reserves (1P/P90) as of 1 March 2019 are estimated at 45.5 million barrels of oil equivalents
(mmboe). Total net proven plus probable reserves (2P/P50) are estimated at 54.6 mmboe. The split between liquid and
gas and between the different subcategories are given in Table 8.5.1.1(a); for ease of comparison with the Company’s
Annual Statement of Reserves and Resources 2018, reserves figures at 01.03.2019 and 01.01.2019 are both shown,
the latter adjusted by adding back production from January and February 2019. The corresponding 3P/P10 estimate of
net OKEA reserves is 66.6 mmboe. The reserves numbers are verified by a third-party reserves certification performed
by AGR Petroleum Services AS, Oslo.
Table 8.5.1.1(a)
1P/P90 (Low estimate)
Asset

Interest
(%)

Gross
Oil

Gross
NGL

Gross
Gas

2P/P50 (Base estimate)

Gross oe

(mmboe)

(mmboe)

(mmboe)

(mmboe)

Net oe
(mmboe)

Gross
Oil
(mmboe)

Gross
NGL
(mmboe)

Gross
Gas
(mmboe)

Gross oe

Net oe

(mmboe)

(mmboe)

Reserves – On Production
Draugen

44.56%

58.3

0.9

0.0

59.3

26.4

66.0

1.1

0.0

67.1

29.9

Gjøa

12.00%

4.2

20.9

48.4

73.5

8.8

7.3

28.3

65.6

101.1

12.1

Ivar Aasen

0.554 %

73.8

3.8

12.5

90.1

0.5

103.9

4.9

16.4

125.2

Total Net oe
(as of 31.12.2018)

35.7

0.7
42.7

Production

-1.0

-1.0

Total Net oe
(as of 01.03.2019)

34.7

41.7

Reserves – Approved for Development
Yme

15.00%

51.9

0.0

0.0

51.9

7.8

63.8

0.0

0.0

63.8

9.6

Gjøa - P1

12.00%

8.2

5.1

12.0

25.4

3.0

8.8

5.4

12.6

26.9

3.2

Total Net oe
(as of 01.03.2019)

10.8

12.8

Reserves – Justified for Development
IAA - infill

0.554%

6.0

0.3

1.0

7.3

0.0

Total Net oe
(as of 01.03.2019)

0.0

11.9

0.5

2.1

14.5

0.1
0.1

Reserves –Total
OKEA Net oe
(as of 31.12.2018)

46.5

55.6

OKEA Net oe
(as of 01.03.2019)

45.5

54.6

Table 8.5.1.1. (b) shows OKEA’s expected production profile from the Company’s proven and probable (2P) reserves.
Table 8.5.1.1(b)
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OKEA expected net production from 2P reserves
20,0

kboe/d

15,0
10,0
5,0
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Ivar Aasen

Draugen

Gjøa

Yme

Forecasted production on the Draugen field assumes Production Licence extension, ref. Section 8.5.2.2.
8.5.1.2

Contingent resources

Contingent resources are potentially recoverable volumes from proven accumulations, which are under evaluation but
where a development decision has not yet been made and includes potentially recoverable volumes in the planning
phase, where development is likely, where development is unlikely with present basis assumptions, and under
evaluation. OKEA holds contingent resources in several Production Licences which are also verified by a third-party
certification performed by AGR Petroleum Services AS, Oslo. Contingent resources are reported as low, base and high,
reflecting similar probabilities as reserves. Table 8.5.1.2 below shows the total overview of the contingent resources.
Table 8.5.1.2

As of 01.03.2019

Interest

Gross Oil equivalents
(mmboe)
Low

Base

Net Oil equivalents (mmboe)

High

Low

Base

High

Hasselmus

44.56%

12.6

14.7

16.7

5.6

6.5

7.5

Hasselmus - Lifetime to 2038

44.56%

6.5

8.0

9.3

2.9

3.6

4.2

Draugen - Infill Ø

44.56%

1.7

4.1

6.2

0.7

1.8

2.7

Draugen - Infill Æ

44.56%

2.2

5.6

8.3

1.0

2.5

3.7

Gjøa - B1 and Agate

12.00%

0.1

2.4

3.6

0.0

0.3

0.4

Grevling

55.00%

21.5

32.6

47.5

11.8

17.9

26.1

Storskrymten

78.57%

2.5

9.4

16.3

2.0

7.4

12.8

Yme - 5 year life extension

15.00%

7.1

8.8

11.1

1.1

1.3

1.7

25.1

41.3

59.1
16.6

Total Contingent Volumes (current WI)
Grevling - reduced WI *

35.00%

21.5

32.6

47.5

7.5

11.42

Storskrymten - reduced WI *

50.00%

2.5

9.4

16.3

1.2

4.70

8.1

20.1

32.1

44.9

Total Contingent Volumes (reduced WI)

*Chrysaor has the contractual right to acquire an additional 20% of OKEA's participating interest in Grevling and 28.57% of OKEA’s
participating interest in Storskrymten. Option to be exercised within the earliest of i) 1 June 2019, or ii) 14 days after notice of BOV
Decision has been submitted to the MPE. Chrysaor has submitted to OKEA (i) a notification on exercise of the option on the 20%
participating interest in PL038 D and (ii) a notification on exercise of the option on the participating interest in PL974, however,
limited to 18.57% participating interests. The date for the completion of the transactions is not set as of the date of this Prospectus.

8.5.1.3

Prospective resources

OKEA’s prospective resources, based on prospect mapping but not proven by wells, are mostly found in Production
Licences with active production and nearby Production Licences. OKEA holds approximately 350 mmboe of unrisked
prospective resources as shown in Table 8.5.1.3. The risked prospective resources as of 1 March 2019 equal 100 mmboe.
The table below provides an overview of prospective resources. Prospective resources are management estimates where
OKEA is operator and have been presented to and discussed among the licensees. Where OKEA is a partner, the
operator’s estimates are presented. Estimates are based on the operators’ analysis of available geophysical and well

56

data relevant to the prospects, combined with regional geological understanding. Prospective resources are not verified
by a third-party.
Table 8.5.1.3

PL

Prospect

PL093*
PL1001
PL958*
PL1003*
PL910
PL153
PL973*

OKEA WI%

Prob. of
Discovery

Skumnisse
44.56%
Springmus E
44.56%
Springmus W
44.56%
East Flank
44.56%
Draugen NE
20.00%
Rialto
50.00%
Mistral N
60.00%
Mistral S
60.00%
Kathryn
16.67%
Hamlet
12.00%
Jerv
30.00%
Ilder
30.00%
Mår
30.00%
Total prospective volumes

30%
37%
33%
35%
22%
12%
70%
40%
27%
56%
57%
34%
18%

Net unrisked resources
(mmboe)
Low

Base

High

1
0
0
0
5
47
15
15
1
1
10
6
9

11
3
1
1
24
158
49
49
4
2
18
12
21
352

27
8
4
3
66
303
79
117
8
4
26
17
35

Net base
risked
resources
(mmboe)
3
1
0
0
5
19
34
20
1
1
10
4
4
103

Possible first Main HC
well
phase
2019
2020
2020
2020
2021
2022
2020
2021
2019
2020
2020
2021
2020

Oil
Oil
Oil
Oil
Oil
Oil
Gas-C
Gas-C
Oil
Oil
Oil
Oil
Oil

* Indicates licences where OKEA is operator

8.5.2

Description of Assets and role as operator under Production Licences

The following chapter describes all Production Licences where OKEA holds a participating interest, including fields in
production, fields and Production Licences approved/justified for development and exploration. The strategy for further
exploration, appraisal and development in the areas is also described.
OKEA is appointed as the operator for several Production Licences, including on the Production Licences covering the
producing asset Draugen and other Production Licences as further detailed in table 8.5.2.1. The joint operating
agreements applicable for all the Production Licences governs the role and mandate of OKEA as operator. The joint
operating agreements lay down the basic principle that the operatorship shall be performed at a "no gain, no loss" basis,
meaning that the operator will be entitled to cost coverage based on cash calls distributed amongst the participating
interest holders proportional with their interests in the relevant Production Licence.
The operator is responsible for representing the partnership towards third parties, meaning that the operator enters into
contracts on behalf of the partnership (in the name of the operator). This entails that the contractual relationship is
entered into only between the operator and the contractor, whereas the joint operating agreements govern the
relationship between the operator and the other participating interest holders regarding e.g. costs and the authorisation
to enter into such agreements.
Under the joint operating agreements, the operator shall provide the other participating interest holders with relevant
information concerning the activities, and the joint operating agreements contain extensive provisions concerning the
information to be provided, including essentially all matters of interests for the other participating interest holders.
The supreme body of a Production Licences is the management committee (MC) and the operator is (with certain
limitations) required to comply with the resolutions adopted by the management committee. Each participating interest
holder shall appoint one member and one deputy member. The MC is chaired by the member from the operator and will
normally also have sub-committees for e.g. legal and technical matters.
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8.5.2.1

Overview of the Company's Production Licences

OKEA’s current assets include 20 Production Licences of which 11 Production Licences as operator:
Table 8.5.2.1 (a)
Licence

Field/description

Status

Operator

OKEA WI

Other partners

Commitments & decisions

038 D

Grevling

Planning phase

OKEA

55%*

Petoro (30%)
Chrysaor (15%*)

BOV expected Q1 20

973

Grevling ILX

Exploration
phase

OKEA**

30%

Petoro (20%)
Chrysaor (50%)

DoD deadline Q1 21

974

Storskrymten

Planning phase

OKEA

78.57%*

Chrysaor (21.43%*)

PDOoD deadline Q1 21

093

Draugen

Producing field

OKEA

44.56%

Petoro (47.88%)
Neptune (7.56%)

093 B

Draugen

Producing field

OKEA

44.56%

Petoro (47.88%)
Neptune (7.56%)

093 C

Draugen

Producing field

OKEA

44.56%

Petoro (47.88%)
Neptune (7.56%)

093 D

Draugen

Producing field

OKEA

44.56%

Petoro (47.88%)
Neptune (7.56%)

158

Draugen

Producing field

OKEA

44.56%

Petoro (47.88%)
Neptune (7.56%)

176

Draugen

Producing field

OKEA

44.56%

Petoro (47.88%)
Neptune (7.56%)

153

Gjøa

Producing field

Neptune

12%

153 B

Gjøa

Producing field

Neptune

12%

153 C

Gjøa

Producing field

Neptune

12%

338 BS

Ivar Aasen

Producing field

AkerBP

20%

914 S

Ivar Aasen

Producing field

AkerBP

0.554%

1003

Mistral

Exploration
phase

OKEA

60%

Wellesley (40%)

DoD deadline Q1 20

958

East of Draugen

Exploration
phase

OKEA

50%

Neptune (30%)
Petoro (20%)

3DoD deadline Q2 19

1001

NE of Draugen

Exploration
phase

ConocoPhillips

20%

ConnocoPhillips (60%)
Vår Energi (20%)

DoD deadline Q1 21

910

Kathryn

Exploration
phase

Repsol

16.667%

Repsol (61.111%)
Lotos (22.222%)

Drill decision made Q1 19.
Drilling expected Q3 19

316

Yme

Under
development

Repsol

15%

316 B

Yme

Under
development

Repsol

15%

Neptune (30%)
Petoro (30%
Wintershall (20%)
DEA (8%)
Neptune (30%)
Petoro (30%
Wintershall (20%)
DEA (8%)
Neptune (30%)
Petoro (30%
Wintershall (20%)
DEA (8%)
Lundin (50%)
Equinor (15%)
Wintershall (15%)
Equinor (41.743%
Aker BP (34.7862%)
Spirit (12.3173%)
Neptune (3.023%)
Lundin (0.554%)

Repsol (55%)
Lotos (20%)
Kufpec (10%)
Repsol (55%)
Lotos (20%)
Kufpec (10%)

Production expected to start H1
20
’’

*Chrysaor has the contractual right to acquire an additional 20% of OKEA's participating interest in PL038 D and 28.57% of OKEA’s
participating interest in PL974. Option to be exercised within the earliest of i) 1 June 2019, or ii) 14 days after notice of BOV Decision has
been submitted to the MPE. Chrysaor has submitted to OKEA (i) a notification on exercise of the option on the 20% participating interest
in PL038 D and (ii) a notification on exercise of the option on the participating interest in PL974, however, limited to 18.57% participating
interests. The date for the completion of the transactions is not set as of the date of this Prospectus.
**OKEA is obliged to propose that Chrysaor assumes operatorship once they are qualified as an operator on the NCS.
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Certain words and expressions used in the above table is defined in Chapter 21, however, for the benefit of the reader
the words and expressions used in the above table is set out immediately below.
3DoD…………………………………………………….

3D seismic study decision or relinquish.

BoV

Decision of Continuation (Norw: Beslutning om videreføring).

DoD…………………………………………………….

A drill or drop decision or relinquish.

PDOoD………………………………………………….

A decision to submit a Plan for development and operation for approval from the
Norwegian Ministry of oil and Energy or relinquish.

The above table 8.5.1.1 right column sets out the next steps in the work program for each of the Production Licences in
which OKEA is a participating interest holder. These work obligations are stipulated in the Production Licences (with
individual deadlines) and reference is made to Chapter 8.15 in regards to the regulatory framework and general practice
from MPE on opposing work obligations in the Production Licence awards. The full work obligations attributable to each
Production Licence in which OKEA holds participating interests are also set out in chapter 8.15.
8.5.2.2

Draugen (PL093, PL093B, PL093C, PL093D, PL158, PL176)

The Draugen field is located in the Norwegian Sea at 250 meters water depth, approximately 140 km Northwest of
Kristiansund, and 30 km east of the Njord field.
Figure 8.5.2.2 – Draugen field location and adjacent area. OKEA operates production Licences highlighted in yellow
and is partner in PL1001 (Norwegian Sea)

Discovery
The field was discovered with discovery well 6407/9-1 in 1984, proving oil in the Rogn Formation. This was the first
discovery in Rogn on the Haltenbanken terrace, and initial testing confirmed an oil rate of more than 8,000 bbl/d.
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Reservoir
The oil is found in the Garn and Rogn formations, of which the latter holds approximately 90% of the reserves. The
reservoir quality is extremely good, with average permeability of more than 2 Darcy. The best well, A-4 A, has the
offshore world record oil production rate of 77,000 bbl/d.
Development
The field is developed with a concrete gravity-based structure (GBS), with full oil stabilization and storage capabilities.
Oil is exported by shuttle tankers, and gas is exported through an export pipeline connected to the Åsgard Transport
System (ÅTS).
The drainage strategy is centrally located production wells, supported by downflank water injectors. The field was initially
developed with 6 platform wells and 2 subsea well and was later supplemented by a number of subsea wells. Currently
5 platform and 11 subsea wells are in operation, in addition to 4 subsea water injectors. The platform wells are gas
lifted, while the subsea wells are produced with a subsea booster pump to lower the tubing head pressure.
Status
The current production on Draugen is in the order of 23,000 bbl of oil and nearly 180,000 bbl of water per day. 110,000
bbls of water is reinjected to the reservoir, while the rest is discharged to sea with an oil-in-water of approximately 22
ppm.
All platform wells are producing except A-5, which is shut in. All subsea wells are producing, but mostly on cyclic
production in order to reduce water cut of the system. Currently, a campaign to change out the Christmas trees on A-2
(scheduled to be completed in the end of May 2019) and A-3 (planned to commence June 2019), and A-6 and A-4 (are
planned for 2020). Production is continuously analysed and optimized by an integrated production management team
both offshore on the Draugen facility and in the Kristiansund office.
The reserves estimates are initially based on the RNB 2019 submission by the former operator, Shell. Production from
mid-2021 onwards, however, was classified as contingent to sanction of a long-term power project in RNB 2019 (2C
resources) which would justify a field lifetime extension to 2027. As the participating interest holders of the Production
Licences covering the Draugen field have now taken a FID for this project, these volumes are now included in the 2P
reserves in addition to reserves added by economic field lifetime extension to 2035, due to cost-cutting initiatives on
Draugen and a feasibility study by Shell in 2018. This is subject to extension of the terms of the Production Licences and
governmental approvals.
The OKEA participating interest on Draugen is 44.56%, and the net OKEA P2/P50 reserves are 29.6 mmboe. The other
participating interest holders are Petoro AS (47.88%) and Neptune Energy Norge AS (7.56%). OKEA has the ambition
to extend the field lifetime to 2040, which would add further reserves and allow tie-in of more resources.
Future strategy including area exploration
The Draugen infrastructure can provide a hub for future development in the area for decades to come. There are potential
infill drilling targets on the field itself as well as a nearby gas discovery (Hasselmus) which is yet to be developed. There
are also undrilled exploration prospects within the Production Licence area. The strategy is to drill exploration and
appraisal wells to confirm and quantify potential volumes before sanctioning production wells which can be tied in through
existing infrastructure.
In addition to the identified near-field targets, OKEA is a participating interest holder in the neighbouring PL958 license
to the east (as operator) and PL1001 to the north-east. Both areas are prospective, but under-explored and are expected
to provide potential for material future resources.
Hasselmus
The main contingent resources on Draugen are located in the Hasselmus discovery, discovered by Shell. This includes
both gas and oil, of which the gas is being evaluated for development. The gas will replace the planned gas import for
fuel, and potentially also enable export of gas. The reduced OPEX from this gas source can extend the economic lifetime
of the Draugen platform for at least three years.
Draugen appraisal
The Draugen Appraisal project is an appraisal campaign designed to assess in and near-field infill target and prospects.
OKEA has since summer 2018 undertaken several sophisticated geophysical studies on targets including some prospects
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previously identified by Shell. A new set of priorities has been established and the first two appraisal wells are scheduled
for drilling later this year from Odfjell Drilling’s "Deepsea Nordkapp" rig, on a sublet contract from Aker BP. These targets
include a pilot well on an infill target ("Infill Ø") and an exploration well on the Skumnisse prospect.
PL958 Rialto prospect
The PL958 Production Licence to the east of Draugen on the Trøndelag platform contains several prospects. The most
promising at this early stage is the Rialto prospect, identified by a typical sand signature with significant lateral extent
identified on the seismic. The play is the same as on Draugen, with reservoir interpreted as Late Jurassic Rogn Formation.
The source is mainly the Spekk Formation, which is interpreted to charge Rialto via spill from Draugen; charge is the
main risk. The Production Licence, awarded as part of the APA 2018 round, has an “Acquire 3D seismic or drop” decision
in June 2019.
PL1001 Draugen NE prospect
PL1001 contains the Draugen NE prospect, in the same Rogn Formation play as the Draugen field. Source is mainly the
Spekk Formation, which is interpreted to charge Draugen NE via spill from Draugen. The Production Licence, awarded
as part of the APA 2018 round and operated by ConocoPhillips, has a “Drill or drop” decision by March 2021.
8.5.2.3

Gjøa (PL153, PL153B)

The Gjøa field lies in the northern part of the North Sea, 50 kilometers northeast of the Troll field (Figure 8.5.2.3). The
water depth in the area is 360 meters.
Figure 8.5.2.3 – Gjøa field location (North Sea)

Discovery
The field was discovered by exploration well 35/9-1 / 35/9-1 R in 1989, confirming gas in the Viking and Brent groups,
and oil in the Dunlin Group. Testing confirmed an oil rate of 5680 bbl/d (Dunlin Fm) and gas rates of 21.1 and 32.2
MScf/d (Brent and Viking).
Reservoir
The Gjøa reservoir comprised of the Upper Jurassic Viking Group, and the middle Jurassic Brent and Dunlin groups. The
oil column of 35-45m and the gas column of approximately 200m both have local variations. The reservoir is
compartmentalised in 7 segments, with heterogenous properties caused by alternating layers of good and poor reservoir
sands, silts and shales. As a result, the porosity ranges from 10 to 27% and the permeability from hundreds of
millidarciesy to multi-Darcy.
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Development
The drainage strategy is managed pressure depletion with concurrent oil rim production. The field is developed with 11
subsea wells, connected to 5 templates and directed back to a semi-submersible unit with full oil stabilization capacities.
Advanced well technology with branches and zonal control is implemented, and all wells have multiphase meters and
permanent downhole gauges. The oil is exported through a pipeline to the Mongstad terminal, and the gas is exported
though the FLAGS pipeline to the St. Fergus terminal. In 2017, the production plant was upgraded to handle low pressure
production to boost the reserves on Gjøa. The field is also the first floating platform with power from shore, reducing
the CO2 emissions by 200,000 tons per year.
Status
The current production has a relatively stable gas rate of more than 0.4 bcf/d and a declining oil rate, currently at 19,000
bbl/d. All wells are on stream except the C-2 oil well, which has unresolved lift problems. The main deferment in 2018
was related to St. Fergus terminal maintenance in September. However, the uptime is high, with an average of 92% in
2018.
The reserves estimate for Gjøa is based on the RNB 2019 submitted by the operator, Neptune Energy, plus reserves
related to the P1 redevelopment project which was sanctioned by the participating interest holders of the Production
Licences covering the Gjøa field in February 2019. The OKEA participating interest in Gjøa is 12% and the net OKEA
2P/P50 reserves are 14.7 mmboe. The other participating interest holders on Gjøa are Neptune Energy Norge AS
(operator, 30%), Petoro AS (30%), Wintershall Norge AS (20%) and DEA Norge AS (8%).
Gjøa is already host for the Vega field, and tie-in activities for the Nova field are planned during 2019-2020.The Duva
(former Cara) development passed FID in February 2019.
Future strategy including exploration
The production from Gjøa field, including for the re-developed P1 segment is expected to be reliable and high for quite
some years. OKEA will further increase the value of the field by actively pursuing and supporting the operator in exploring
existing tie-in opportunities and near field exploration and thus contribute to building a portfolio of tie-in fields.
Gjøa B-1 well / Agat discovery
A change-out of the gas lift valve by a Light Well Intervention (LWI) vessel is planned for the B-1 well in 2019. If
successful, the measure is expected to, increase the net OKEA volumes by 0.13 mmboe. Neptune reported in May 2018
estimated in-place volumes related to the Agat discovery (well 35/9-33T2). Assuming a recovery factor of 10%, the net
additional volume to OKEA is 0.15 mmboe.
PL153 Hamlet
The Hamlet prospect, within the Gjøa field, is a Cretaceous prospect, similar to the nearby Cara discovery. The reservoir
consists of turbidite flows originating from the southeast. The well has been sanctioned by management committees of
the relevant Production Licences, and the site survey will be acquired in 2019 with drilling subject to rig availability;
most likely, Hamlet will be drilled in 2020. Hamlet is believed to be connected with the Agat (35/9-3 T2) discovery to
the north by a saddle. Hence, a high probability of discovery is assumed.
8.5.2.4

Ivar Aasen Unit (PL338, PL338BS, 914S)

The Ivar Aasen Field is located in the North Sea, 8 km north of the Edvard Grieg Field and around 30 km south of Grane
and Balder (Figure 19), at a water depth of 110 meters. The Ivar Aasen Field includes two accumulations; Ivar Aasen
and West Cable. The accumulations cover several Production licences and have been unitized into the Ivar Aasen Unit.
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Figure 8.5.2.4 – Ivar Aasen and West Cable location map (North Sea)

Discovery
Ivar Aasen was discovered with well 16/1-9 in 2008, proving oil and gas in Jurassic and Triassic sandstones.
Reservoir
The two accumulations are located on the Gudrun Terrace between the Southern Viking Graben and the Utsira High. The
reservoir consists of shallow marine sandstones in the Hugin Formation and fluvial sandstones in the Sleipner and
Skagerrak formations, and is of Jurassic and Triassic age. The reservoir depth is approximately 2400 meters. The Ivar
Aasen reservoir has a small overlying gas cap. The West Cable reservoir is in Sleipner fluvial sandstone of Middle Jurassic
age, and is located at a depth of 2950 meters.
Development
The Ivar Aasen unit development plan (Ivar Aasen and West Cable discoveries) also includes production of the reserves
from the Hanz (PL028B) discovery. The approved PDO sets out that Ivar Aasen and West Cable (Ivar Aasen Unit) will
be developed in the first phase and Hanz in the second phase. OKEA has no ownership interest in the Hanz field.
The Ivar Aasen and West Cable discoveries are developed with a steel jacket platform, with living quarters and processing
facilities. Drilling and completion operations are performed from a separate jack-up rig adjacent to the Ivar Aasen
platform. Water is removed from the well stream on the platform and oil and gas rates are measured before
transportation through multiphase pipelines to the Edvard Grieg installation for stabilization and export. Edward Grieg
will also cover Ivar Aasen power demand until a joint solution for power from shore is established.
The drainage strategy for Ivar Aasen assumes water injection for pressure maintenance. West Cable will be produced
through natural pressure support where the major driving force will be natural water influx and formation of a secondary
gas cap.
Status
Production from Ivar Aasen started in late 2016, and the current oil production rate is approximately 55,000 bbl/d,
together with some associated gas. 2018 production was slightly lower than expected, mainly due to reduced gas turbine
capacity at Edvard Grieg in March-April. Challenges related to water injection in the eastern part of the field have been
mitigated by introducing two additional injectors, D-6 and D-7, which came on stream in the summer of 2018. In general,
the field reserves are slightly increased since the PDO, although the West Cable resources have been significantly
reduced.
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The reserves estimate for Ivar Aasen are based on RNB 2019. OKEA holds a 0.554% participating interest in the Ivar
Aasen unit. The other participating interest holders are Aker BP ASA (34.7862%), Equinor Energy AS (41.4730%), Spirit
Energy Norway AS (12.3173%), Wintershall Norge AS (6.4615%), Neptune Energy Norge AS (3.0230%) and Lundin
Norway AS (1.3850%).
Future strategy
Although a small contribution, the production from Ivar Aasen field is expected to be reliable and high for several years,
this will secure stable long-term income for OKEA and thus contribute to building a portfolio of non-operated assets.
Working with Ivar Aasen will increase competency in OKEA related to licence follow up, project execution and operations.
OKEA will use risk-based evaluations with respect to plans for follow up of licence with focus on the most important
opportunities and threats.
8.5.2.5

Yme (PL316, PL316B)

The Yme field in the Egersund Basin was discovered by Equinor ASA (formerly Statoil ASA) in 1987 and was put in
production in 1996. The field is located (Figure 8.5.2.5), in a water depth of 93 meters. Yme ceased production in 2001
after having produced 51 mmboe, as the operation was no longer profitable. However, the recovery rate was only 18%
and there were significant volumes left in the field, and in 2007 a redevelopment plan submitted by the new operator,
Talisman, was approved. In 2013, after drilling 9 new development wells and 2 appraisal wells, the redevelopment
project was abandoned due to structural deficiencies in the mobile offshore production unit. In 2015, OKEA initiated the
“Yme New Development” project and in 2018 a new PDO was approved by the authorities.
Figure 8.5.2.5 – Yme Gamma and Beta location map (North Sea)

Discovery
The Yme field was discovered in 1987 by the 9/2-1 well in the Gamma structure, with test oil rate of 4145 bbl/d oil and
gas rate of 0,65 MScf/d. In 1990, another oil discovery was made by the 9/2-3 well in the Beta structure, 12 km west
of the Gamma structure.
Reservoir
The reservoir in Yme is the Middle Jurassic to Upper Jurassic Sandnes Fm at a depth of approximately 3200 meters.
Vertically, the reservoir is heterogeneous, and the permeability varies from <1 mD to 2D. The sands are however
laterally extensive and continuous. The two main structures, Gamma and Beta are each subdivided in three segments
separated by faults. All these segments except Beta West will be redeveloped.
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Development
The Yme field will be developed with a jack-up MOPU equipped with processing facilities. This will be connected to the
existing seabed storage tank, installed by the previous operator, and oil will be exported by tanker.
The field will produce from 12 horizontal production wells, supported by 2 WAG (Water Alternating Gas) injectors and 3
water injectors. Produced water reinjection, in combination with a regional aquifer, will maintain the reservoir pressure,
and provide significant sweep towards the producers. Production wells will be artificially lifted by ESPs and gas lift.
Status
The PDO was delivered in December 2017 and approved by the authorities in March 2018. First oil is expected in Q2
2020, and the maximum plateau oil production rate is estimated to be approximately 38.000 bbl/d.
Current offshore work is focused on the caisson structure, as preparation for the support structure installation. Onshore
work includes the well head module fabrication and piping fabrication. The wellhead module will be installed in October
2019, while the production unit Maersk Inspirer will start hook-up and commissioning in December 2019. The operator
on behalf of the Yme Production Licences have entered into an EPCI contract for the building/modification of the
processing facility on the Maersk Inspirer to fit the rig for the operations on the Yme field and a long-term lease and
operating agreement. The operations and maintenance of the rig will be undertaken by Maersk on behalf of the
Production Licences.
The subsurface and well engineering teams are performing final modelling and detailed well planning of the new wells
on both the Gamma and Beta structures. Drilling of the Gamma wells is scheduled for 2020 while Beta wells are planned
for 2021-22.
The reserves on Yme are based on RNB 2019, which again are based on the DG3 / FID profiles for the field. OKEA holds
a 15 percent non-operated participating interest in Yme. The remaining interests are held by Repsol (55%), Lotos (20%)
and KUFPEC (10%).
Future strategy including area exploration
OKEA’s focus for Yme is to ensure that the redevelopment project is delivered on schedule, within budget according to
plan. OKEA will contribute with personnel to continue to monitor the project to ensure quality, efficiency and cost focus
in the execution phase of the redevelopment project and work with the partnership to secure alignment in the Production
Licence on technical design and commercial arrangement. OKEA will as participating interest holder follow up all
deliveries i.e. well planning and drilling, CPS Installation MOPU modification and Wellhead Module fabrication and
installation.
Yme Lifetime Extension
Reserves for the Yme redevelopment are related to a 10-year production period but it is likely that the field will produce
for a further 5 years as it has been clarified that the Maersk Inspirer rig can remain on the field without interruption.
Production volumes related to this 5-year extension are classified as contingent resources and will be subject to obtaining
a lifetime extension.
PL910 Kathryn
OKEA is a participating interest holder in the neighbouring PL910 where the Kathryn prospect is planned to be drilled
Q2-3 2019. A discovery in this structure would be developed through the Yme infrastructure. The prospect lies a few
kilometres East of the Yme Gamma structure. It is the same play as Yme, with reservoir in the Mid Jurassic Sandnes
Formation, sourced by the Tau Formation. The main prospect risk is timing between trap formation and migration.
Yme contingent payment obligation
A contingent payment obligation on NOK 10 million is payable by OKEA six months after First Oil. Reference is made to
Chapter 9.2 (footnote 2) in which this contingent payment obligation is accounted for.
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8.5.2.6

Grevling (PL038D) & Storskrymten (PL974)

The Grevling field (PL038D) was discovered by Talisman in 2009. The Production Licence then was transferred to Repsol
when they acquired the company. In 2017, operator Repsol relinquished their ownership in the Production Licence and
supported the transfer of operatorship to OKEA AS. The field is located approximately 20 km south of the Sleipner field
(Figure 8.5.2.6), at water depth of 86 meters. The Grevling discovery has now been matured to selection of a single
concept decision, based on a production jack-up similar to the Yme development concept, but without the same drilling
capabilities. The neighbouring Storskrymten discovery, which was licensed to OKEA as operator in the APA 2018 round,
is planned to be jointly developed as part of the Grevling project. A BoV (decision to continue) decision is expected by
end of Q1 2020.
Figure 8.5.2.6 – Grevling and Storskrymten location map including the PL973 exploration licence (North Sea)

Discovery
The Grevling field was discovered in 2009 by the 15/12-21 well. The total oil column was 67 meters, and the well tested
at rates of up to 780 bbl/d. The discovery was later appraised by a side-track in 15/12-21 A, a new well 15/12-23 and
a side-track 15/12-23 A. Storskrymten was discovered in 2007 by the 15/12-18 S well, with a 16m oil column.
Reservoir
The reservoir in Grevling is the Middle Jurassic Hugin and Sleipner fms, and the Triassic Skagerrak Fm. The Sleipner coal
Fm separates the Hugin from the Bryne/Skagerrak fms and the accumulation is further subdivided in an eastern and a
western segment by a large north-south trending fault. The Storskrymten reservoir is located in the Paleocene aged Ty
Formation.
Development
The Grevling discovery has been matured and the licence partnership has concluded to work with a Mobile Offshore
Production Unit as the preferred solution. The neighbouring Storskrymten discovery is being matured to be jointly
developed as part of the Grevling project. The base-case drainage strategy for Grevling includes 4 horizontal producers
and 2 horizontal water-alternating gas injectors. Artificial lift is required, but the final selection of technology depends
on the development concept. The plateau oil rate is forecast to be approximately 20,000 bbl/d.
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Status
Following selection of concept (BOV), OKEA will invite for a tender process in order to lock the cost of the production
jack-up. When final development cost has been satisfactorily established, OKEA will forward a recommendation to submit
the plan for development (PDO) in late 2020, with planned production start-up in 2023. The contingent volumes for
Grevling are updated as of February 2019.
OKEA is the operator for Grevling and holds a 55% participating interest in the Production Licence (PL038 D), with Petoro
(30%) and Chrysaor Norge (15%) as participating interest holders of the Production Licence. OKEA is also operator of
Storskrymten (PL974) with a 78.57% interest, with Chrysaor Norge holding the remaining 21.43%. As part of the 2018
SPA with OKEA, Chrysaor has the contractual right to increase their participating interest to 35% in the Grevling
Production Licence and 50% in the Storskrymten Production Licence. Option to be exercised within the earliest of i) 1
June 2019, or ii) 14 days after notice of BOV Decision has been submitted to the MPE. Chrysaor has submitted to OKEA
(i) a notification on exercise of the option on the 20% participating interest in PL038 D and (ii) a notification on exercise
of the option on the participating interest in PL974, however, limited to 18.57% participating interests. The date for the
completion of the transactions is not set as of the date of this Prospectus. It is expected that an unitisation agreement
will be reached between the Production Licences prior to a PDO decision.
Future strategy including area exploration
OKEA’s overall strategy for Grevling is value creation from maturation and production of resources in PL 038D and PL
974 through construction of a MOPU with significant residual value and lifetime after cease of production from the
Grevling area. Successful exploration of mapped prospects in PL973, where OKEA holds 30%, could provide additional
resources to the Grevling infrastructure.
PL973 Jerv, Ilder and Mår
The prospects in PL973, awarded in the APA 2018 round, are being evaluated towards a Drill or Drop decision within two
years. Jerv and Ilder, prospects in the Paleocene Ty Formation and Mid-Upper Jurasic Hugin Formation respectively,
have been fully assessed and are considered the top ranked prospects in the Production Licence. The Jerv prospect is
interpreted as an extension to the Fleming field across the UK border and is considered mature enough to drill. Other
prospects and leads identified include, Mår, Røyskatt and Jerv Nord.
8.5.2.7

Mistral (PL1003)

PL1003 in the Norwegian Sea was awarded to OKEA (60%, operator) and Wellesley Petroleum (40%) in the APA 2018
round, based on the applicants’ interpretation that the 6406/3-1 exploration well (drilled in 1984) indicates the presence
of gas condensate in the Jurassic Garn Formation in the Mistral N horst block west of the Tyrihans Field. Analogue logs
from the well, together with results from a drill-stem test (DST), which produced both water and gas, have been digitized
and re-interpreted; they indicate that the well may have been drilled just down-flank from a gas accumulation and
entered the water zone below (table 8.5.2.7). With the good reservoir properties of the Garn Formation, such a gas field
would give a high expected recoverability. The Mistral S prospect is based on a similar hydrocarbon column also being
present in the southern part of the horst block.
The production licensees have a one-year Drill or Drop decision deadline for a new well to prove the presence and size
of the field.
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Table 8.5.2.7 (a) Mistral location map (Norwegian Sea)

Table 8.5.2.7 (b) – Concept of missed gas accumulation on Mistral N
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8.6

Research and development

The Company’s R&D activities are, as at the date of the Prospectus, organised within OKEA as general R&D with potential
value for the NCS. The general R&D are charged on to the Production Licences in line with the terms defined in the
accounting agreement for NCS. OKEA will also be liable for their share of R&D activities charged to the production
Licences operated by others.

8.7

Intellectual property

The Company has no material intellectual property, including patents and licences, nor are the business operations of
the Company dependent on any patents, licences or other rights of use to any other third-party intellectual property.
However, the successful operation of the business of OKEA is dependent on the relevant operator engaging third party
contractors to carry out work on behalf of the Production Licences. This could from time to time require the need to
secure lawful use of patents, intellectual property and know-how from third parties, including in connection with (i)
collection/purchase of seismic data and drilling campaigns, (ii) engineering, design, construction, modifications,
maintenance and production on the relevant Production Licences.

8.8

Value Chain

The business of OKEA is limited to exploration and production of hydrocarbons on the NCS. The core business of OKEA
is to participate as participating interest holder in Production Licences by acquiring and being granted Production Licences
and to funds its activities through cash calls. Therefore, the value chain of OKEA is to contribute with cash calls to the
Production Licences and to lift and take ownership to hydrocarbons at the lifting point as stipulated in the lifting
agreement for the relevant Production Licences. OKEA subsequently sells hydrocarbons to third party buyer directly at,
or immediately post, the lifting point or, in case pipeline infrastructure make it more efficient, at the exit point post
transportation to terminal(s). As of the date of this Prospectus, hydrocarbons are only lifted from the Draugen field and
the Ivar Aasen field, and such hydrocarbons are sold to on a "take all basis".
Further, OKEA acts as an operator on behalf of certain Production Licences. For more information on the role of OKEA
as operator, see Section 8.5.2.
Generally, the operators of Production Licences engage contractors on behalf of the Production Licences to carry out
various types of work related to inter alia exploration, development and production of hydrocarbons. In its capacity as
operator, OKEA engages contractors on behalf of the Production Licences and reference is made Section 8.5.2 regarding
OKEA’s role as operator. Work related to engineering, design, construction, modifications and maintained is outsourced
on regular basis while the core day-to-day activities are conducted by employees of the operator of the Production
Licences. Further, collecting seismic data and drilling activities are carried out by third parties as customary for E&P
companies.

8.9

Material contracts

OKEA has not entered into any material contracts outside the ordinary course of business for the two years prior to the
date of the Prospectus. Contracts material to the ordinary course of business of OKEA are described in the relevant
chapters concerning the asset or subject matter or immediately below.
A Sale and Purchase Agreement for the Draugen field (Draugen SPA) and a Sale and Purchase Agreement for the Gjøa
field (Gjøa SPA) were entered into between A/S Norske Shell as seller and OKEA AS as buyer on 20 June 2018, with the
Effective Date set to 1 January 2018. The transactions comprised of three key consideration elements; (i) cash
consideration of $556 million (NOK 4,520 million); (ii) a future payment by Shell to OKEA of $46 million (NOK 375
million) subject to CPI indexation upon OKEA completing the decommissioning of the assets; and (iii) Shell retaining
80% of the decommissioning liability of the two assets up to an after-tax cap of $78 million (NOK 638 million) subject
to CPI indexation.
The decommissioning costs associated with the assets are currently estimated to be $120 million after-tax (NOK 1,000
million). The estimates on decommissioning costs in the Financial Statements factor in the provisions of the SPA in
relation to allocation of decommissioning costs. Reference is made to Chapter 11.6.2 and note 25 of the Financial
Statements for 2018.
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The review of the final completion statement under the Draugen SPA prepared by seller is still ongoing. There is
uncertainty associated with this estimate, but the Company does not expect the amount to increase compared to
amounts accounted for in Chapter 11.6.2.

8.10

Property, plant and equipment

The Company owns an office building located at Råket 2, 6516 Kristiansund, Norway (gnr. 10, bnr. 941). The Company
has entered into lease agreements for its other office premises in Oslo (Tordenskiolds gate 8, 0169 Oslo and
Stortingsgata 10, 0161 Oslo), Trondheim (Ferjemannsveien 10, 7042 Trondheim) and Stavanger (Kanalsletta 9, 4033
Stavanger).
The Company holds participating interests in Production Licences as detailed in table 8.5.2.1. Company’s participating
interests in certain specific Production Licences are mortgaged in favour of Nordic Trustee AS acting on behalf of the
bondholders under Company’s two listed Bonds (Bond 01 and Bond 02).
The facilities producing hydrocarbons on the fields Draugen, Gjøa and Ivar Aasen are owned by the relevant Production
Licences. However, from time to time, facilities producing hydrocarbons are leased by the Production Licence and this
will e.g. be the case on the Yme field and could also be the case on new development fields. The Production Licences
are also required to charter and lease rigs, vessels and equipment to carry out their activities e.g. in relation to drilling,
subsea operations and transportation and other.
The Production Licences does normally not own all infrastructure related to the export of oil and gas and are dependent
on the entry into of e.g. transportation agreements securing capacity for pipeline export of hydrocarbons on producing
field where this is required. Reference is made to Section 8.5.2 on export routes for producing assets.

8.11

Environmental matters and health and safety matters

The Company continuously work to secure the objective of an accident free environment based on the conviction that
all accidents which may arise as a result of the Company’s activities are preventable, through proactive identification,
implementation and maintenance of key barriers and to continuously manage risk and eliminate loss.
The Company has established and implemented a focused and effective management system encompassing all relevant
elements to secure the Health, Safety, Environment and Quality aspects of the Company’s activities resulting in a
proactive stance as well as an ownership culture among employees in all aspects of the business. A primary goal for the
Company is to establish a culture of openness with no barriers related to all aspects of HSEQ both within the Company
and when working with stakeholders to ensure a safe working environment, high level of quality and minimal impact on
the environment. The management system is selected and defined in accordance with internationally recognized
standards and is implemented in full compliance with relevant requirements and expectations enforced by the applicable
regulatory bodies on the NCS. The governance framework covers all phases of the Company’s business value chain
throughout the entire business lifecycle, and shall secure that the Company lead, plan, execute, monitor and work to
continuously improve our activities with the overall purpose to implement cost effective field development and
operational solutions on the Norwegian Continental Shelf, while securing that all our operations are conducted in such a
way that no harm to people and minimum impact on the environment is imposed as a result of our activities. The
management system further ensures a proactive stance as well as an ownership culture among employees in all aspects
of the business. A primary goal for the Company is to establish a culture of openness with no barriers related to all
aspects of QHSE both within the Company and when working with stakeholders to ensure a safe working environment
and high level of quality.
The Company apply a risk-based management approach in all our planning, execution and monitoring activities. Critical
QHSE risks are continuously identified and prioritized and necessary measures, including technical, organizational and
management system barriers, are introduced to reduce and control risk to a level as low as is reasonably practicable.
Energy and resource management is an integrated part of the Company’s overall QHSE strategy and policy framework,
by promoting resource and energy conservation, waste minimization and pollution prevention.
For all activities the Company works in accordance with relevant Regulatory requirements and the Company’s procedures
for the activities. The Company performs all operations and activities in accordance with the authority approvals and
consents received for the activity, including compliance with relevant environmental permits and licences.
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The Company is not aware of any present environmental issues that may affect the Company's utilization of the tangible
fixed assets as currently operated. However, the relevant Production Licences may from time to time be dependent on
receipt of emission consents and compliance with relevant rules and regulations in order to utilize its fixed tangible
assets going forward. Further, new or amended requirements may impose restrictions on the use of the tangible fixed
assets.
A PSA audit on technical status of the constructions in relation to the yet to be sanctioned lifetime extension on Draugen
was carried out in March 2019. Further, PSA began an audit on maintenance management in the end of March 2019.
The PSA report has not been disclosed as of the date of this Prospectus, but is expected to contain several important
improvement areas.
OKEA is highly committed to reducing emissions from its operations with (i) CO2 emissions are presently 12.4 kg/boe
produced and (ii) Gjøa is already at an industry leading level of 3.0 CO2 kg/boe, as the first floater on NCS with power
from shore.

8.12

Insurance

OKEA maintains a number of separate insurance policies to protect its core businesses against loss and/or liability to
third parties. Risks insured against include general liability, workers’ compensation and employee liability, professional
indemnity including management, Board of Directors and material damage. The Company maintains an insurance
coverage of the type and amounts that it believes to be customary in the industry, all subject to limitations, deductibles
and caps.
In accordance with industry practice and as a result of the Company’s assessment of its needed insurance program
profile from time to time, the Company is not fully insured against all of these risks (the Company has for example
currently taken out business interruption Insurance with certain deductibles). Furthermore, not all mentioned risks are
insurable, or only insurable at a disproportionately high cost. Although the Company maintains liability insurance in an
amount that it considers adequate and consistent with industry standard, the nature of these risks is such that all
liabilities will not necessary be covered.
The Management and Board of Directors are also covered by directors and officer's liability insurance.

8.13

Legal proceedings

The Company has not, during the course of the 12 months preceding the issuance of this Prospectus, been involved in
any legal, governmental or arbitration proceedings which may have, or have had in the recent past, significant effects
on the Company’s and/or the Company’s financial position or profitability, and the Company is not aware of any such
proceedings which are pending or threatened.
From time to time, the Company may be involved in litigation, disputes and other legal proceedings arising in the normal
course of its business.

8.14

Dependency on contracts, patents, licences etc.

Generally, the operators of Production Licences engage contractors on behalf of the Production Licences to carry out
various types of work related to inter alia exploration, development and production of hydrocarbons. In its capacity as
operator, OKEA also engages contractors on behalf of the Production Licences and reference is made to Section 8.5.2
regarding OKEA’s role as operator.
The successful operation of the business of OKEA is dependent on the relevant operator being able to engage third party
contractors to carry out work on behalf of the Production Licences. The exploration phase depends on collection/purchase
of seismic data and drilling campaigns and operators seldom carry out these activities themselves, but instead data and
drilling services are purchased from third parties. On the Draugen field, the operator has contracted Odfjell Drilling’s
Deepsea Nordkapp rig on a sublet contract from Aker BP in relation to the drilling of the first two appraisal wells later
this year.
The development of facilities and infrastructure on fields necessitate the use of third parties. On the Yme Field, the
operator has entered into agreements with Maersk inter alia for the lease and operation of the Maersk Inspirer to inter
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alia host the processing facility. Reference is made to Chapter 8.5.2.5. Work related to engineering, design, construction,
modifications and maintained is outsourced on regular basis by the operator while the core day-to-day activities are
conducted by employees of the operator of the Production Licences.
OKEA is dependent on acquiring and/or maintain the participating interests in Production Licences in order to carry out
its activities and is also from time to time dependent on the relevant operator of the Production Licences securing access
to use of licences, patents and know-how of contractors. The expiry dates of the Production Licences are set out
immediately below.
Production Licences

Expiry date

Participating interest

038 D*

01.04.2021

55.000%

093

09.03.2024

44.560%

093 B

19.02.2020

44.560%

093 C

09.03.2024

44.560%

093 D

09.03.2024

44.560%

1001

01.03.2026

20.000%

1003

01.03.2025

60.000%

153

08.07.2028

12.000%

153 B

08.07.2028

12.000%

153 C

08.07.2028

12.000%

158

03.03.2028

44.560%

176

01.03.2028

44.560%

316

18.06.2030

15.000%

316 B

18.06.2030

15.000%

338 BS

17.12.2029

20.000%

910

02.03.2024

16.667%

914 S

02.03.2020

0.554%

958

22.06.2025

50.000%

973

01.03.2026

30.000000%

974*

01.03.2021

78.570000%

*Chrysaor has the contractual right to acquire an additional 20% of OKEA's participating interest in PL038 D and 28.57% of OKEA’s
participating interest in PL974. Option to be exercised within the earliest of i) 1 June 2019, or ii) 14 days after notice of BOV Decision has
been submitted to the MPE. Chrysaor has submitted to OKEA (i) a notification on exercise of the option on the 20% participating interest
in PL038 D and (ii) a notification on exercise of the option on the participating interest in PL974, however, limited to 18.57% participating
interests. The date for the completion of the transactions is not set as of the date of this Prospectus.
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8.15

Legal, economic and environmental framework on the NCS

Regulatory framework
Norway has put in place an extensive legislation that requires companies to obtain licences and approval from the
competent authorities for all phases of petroleum activities. The Petroleum Act (Act of 29 November 1996 No. 72 relating
to petroleum activities) provides the general legal basis, including the licensing system that gives OKEA and other
companies rights to engage in petroleum operations. The Act establishes that the Norwegian state has the proprietary
right to subsea petroleum deposits on the Norwegian continental shelf. At the date of this Registration Document, OKEA
has all necessary concessions and legal, economic and environmental conditions in place.
The life cycle - From area opening procedures to the end of production
Petroleum activities can be divided into several phases. An area must be opened for petroleum activities before any
operations are permitted. The first phase is exploration, when any subsea petroleum resources are mapped and proved.
If commercially viable discoveries are made, activities enter a new phase with the aim of developing the field and
producing from it, at the same time ensuring sound resource management and maximising value creation. When it is no
longer possible to produce profitably from a field, operations must be closed down and the installations disposed of
(made safe in place or removed).
Opening new areas for petroleum activities
Before licences can be awarded for petroleum activities, the area where activities are planned must have been officially
opened. As part of this process, the Ministry of Petroleum and Energy is required to carry out an impact assessment
including an evaluation of the possible economic, social and environmental impacts of the activities. During an opening
process, the authorities ensure that they have an overview of all relevant arguments for and against petroleum activities
in the area in question. During an opening process, all relevant arguments for and against petroleum activities in the
area in question are taken into account.
In addition, the general public and the parties affected are given an opportunity to put forward their views. A resource
assessment of the area is also made as part of the opening process. Decisions on whether or not to open new areas for
petroleum activities are made by the Storting (Norwegian parliament). Impact assessments and opening of new areas
are governed by Chapter 3 of the Petroleum Act and Chapter 2a of the Petroleum Regulations.
Award of Production Licences
OKEA primary strategy is not to participate in Production Licence rounds, but from time to time the OKEA will take part
in applications, particularly if it sees potential in relinquished discoveries or in prospects near existing discoveries or
fields. A Production Licence grants exclusive rights to exploration, exploration drilling and production of petroleum in the
area covered by the Production Licence. It also regulates other rights and duties of the participating interest holders visà-vis the Norwegian state. Production Licences supplement the provisions of the legislation and set out detailed
conditions for activities in a particular area. Participating interest holders become the owners of a share of the oil and
gas produced proportional to their share of the ownership. An example of a standard Production Licence with appendices
is available on the website of the Ministry of Petroleum and Energy. https://www.regjeringen.no/en/finddocument/dep/OED/Laws-and-rules-2/Rules/konsesjonsverk/id748087/
Production Licences are normally awarded through licensing rounds, in which the Ministry announces that companies
can apply for Production Licences in certain geographical areas (blocks). The announcement procedures, who can apply,
the content of applications and application procedures are governed by Chapter 3 of the Petroleum Act and Chapter 3 of
the Petroleum Regulations. The Norwegian Petroleum Directorate has drawn up detailed guidelines for applications in
addition. These are available on the Directorate’s website. On the basis of the applications received, Production Licences
are awarded to groups of companies. Awards are made on the basis of fair, objective and non-discriminatory criteria
that are announced in advance.
In each case, the Ministry designates an operator for the joint venture, and this company is responsible for the
operational activities authorised by the licence. The Production Licence finances the activities jointly. Each participating
interest holder is expected to make use of its own particular expertise, and all the participating interest holders have a
responsibility for controlling the operator’s activities.
Licensing rounds
Two types of licensing rounds have been established to ensure adequate exploration of both mature and frontier areas
of the Norwegian continental shelf. All areas that are open and therefore available for petroleum activities may be
announced in numbered licensing rounds or through the system of awards in predefined areas (APA). The parts of the
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shelf to be included in each of the two types of rounds are determined on the basis of expert assessments of the maturity
of different areas, particularly in relation to the need for stepwise exploration and utilisation of time-critical resources.
The main differences between numbered licensing rounds and APA rounds are in the stages before licensing rounds are
announced; after this stage, the procedures and award process are very similar.
Numbered licensing rounds are used for frontier areas, where there is limited knowledge of the geology, greater technical
challenges than in mature areas and a lack of infrastructure. The strategy for licensing rounds in recently opened and
frontier areas has generally been based on the principle of step by step or sequential exploration. This means that the
results gained from exploration wells drilled in selected blocks in an area should be available before any new blocks are
announced in the same area. In this way, it is possible to map large areas with a relatively small number of wells. Before
a numbered licensing round is announced, there is a nomination process. This starts when all the oil companies on the
Norwegian shelf, both existing participating interest holders and prequalified companies, are asked to nominate blocks
for inclusion in the licensing round.
There is a limit on the number of blocks companies can nominate, and they are asked to give grounds for their selections
based on their own geological assessments. The Norwegian Petroleum Directorate reviews all the nominations it receives
and makes its own geological assessment. Next, the Directorate sends its recommendations for the blocks to be included
in the licensing round to the Ministry of Petroleum and Energy. The Government makes the final decision on which blocks
are to be announced, including any special environmental and fisheries-related requirements for petroleum activities.
After the applications have been received, they are assessed in relation to criteria announced in advance and negotiations
are held with the companies. The Government decides which Production Licences to award to which companies, and the
final awards are formally made by the King in Council. Numbered licensing rounds have been held since 1965, and are
normally announced every other year.
APA licensing rounds are used for mature areas, where petroleum activities have been in progress for many years. In
such areas the geology is well known, there are fewer technical challenges, and there is well developed or planned
infrastructure.
As new areas mature, the APA areas can be expanded within the framework for petroleum activities in each sea area.
The areas of the Norwegian shelf where most is known about the geology are included on the basis of expert
assessments. No acreage is withdrawn from the APA areas, although exceptions can be made if important new
information becomes available.
There is no nomination step in APA rounds. Before a round is announced, the Petroleum Directorate sends its
recommendations on the inclusion of any new blocks in the APA areas, based on expert assessments, to the Ministry of
Petroleum and Energy. The final proposal for APA areas to be announced in the licensing round is submitted to public
consultation. As in numbered licensing rounds, the Government makes the final decision on which blocks are to be
announced, including any special environmental and fisheries-related requirements for petroleum activities. Companies
can apply for licences for all acreage in APA areas not already covered by production licences.
After the applications have been received, they are assessed in relation to criteria announced in advance and negotiations
are held with the companies. Which licences to be offered is thereafter decided by the Government and the final awards
are made by the King in Council. The APA system was introduced in 2003 to ensure that profitable resources in mature
areas are proven and recovered before existing infrastructure is shut down. If this is not done, profitable resources may
remain unrecovered because the deposits are too small to justify the building of separate infrastructure.
APA licensing rounds are announced annually.
Exploration phase
Once awarded, a Production Licence applies for an initial period of up to ten years, which is reserved for exploration
activity. To ensure that the area to which the Production Licence applies is explored properly, the licensee group is
obliged under the terms of the licence to carry out a work programme.
The obligatory work commitment of the production licence may include geological and/or geophysical activities and
exploration drilling. The Production Licence includes deadlines for carrying out the different activities.
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Licence

Field/description

Status

Operator
OKEA

OKEA
WI
55%

Obligatory work commitments
and their deadlines
N/A

038 D

Grevling*

Planning phase

973

Grevling ILX

Exploration
phase

OKEA

30%

Reprocessing of 3D seismic: In
process.
Acquire 3D seismic: In process.
Decision to drill: 01.03.2021
Drill exploration well: In process.
Decision to concretize (BOK):
01.03.2023.
Conceptual studies: In process.
Decision to continue (BOV):
01.03.2025.

974

Storskrymten

Planning phase

OKEA

78.57%

Prepare plan for development (PDO):
In process.
Submit plan for development:
01.03.2026.
Decision to enter extension period:
01.03.2026
Study of geology and geophysics: In
process

093

Draugen

Producing field

OKEA

44.56%

Submit plan for development (PDO):
01.03.2021.
Decision to enter extension period:
01.03.2021
N/A

093 B

Draugen

Producing field

OKEA

44.56%

N/A

093 C

Draugen

Producing field

OKEA

44.56%

Decision to enter extension period:
19.02.2020
N/A

093 D

Draugen

Producing field

OKEA

44.56%

N/A

158

Draugen

Producing field

OKEA

44.56%

N/A

176

Draugen

Producing field

OKEA

44.56%

N/A

153

Gjøa

Producing field

Neptune

12%

N/A

153 B

Gjøa

Producing field

Neptune

12%

N/A

153 C

Gjøa

Producing field

Neptune

12%

N/A

338 BS

Ivar Aasen

Producing field

AkerBP

20%

N/A

914 S

Ivar Aasen

Producing field

AkerBP

0.554%

Study of geology and geophysics: In
process.

1003

Mistral

Exploration
phase

OKEA

60%

Decision to enter extension period:
02.03.2020
Reprocessing of 3D seismic: In
process.
Acquire 3D seismic: In process.
Decision to drill: 01.03.2020
Drill exploration well: In process.
Decision to concretize (BOK):
01.03.2022.
Conceptual studies: In process.
Decision to continue (BOV):
01.03.2024.
Prepare plan for development (PDO):
In process.
Submit plan for development:
01.03.2025.
Decision to enter extension period:
01.03.2026
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958

East of Draugen

Exploration
phase

OKEA

50%

Study of geology and geophysics: In
process.
Reprocessing of 2D seismic: In
process
Decision to acquire new 3D seismic:
22.06.2019
Acquire new 3D seismic: In process
Decision to drill: 22.06.2022

1001

NE of Draugen

Exploration
phase

ConocoPhillips

20%

Drill exploration well: In process
Decision to enter extension period:
22.06.2025.
Reprocessing of 3D seismic: In
process.
Acquire 3D seismic: In process.
Decision to drill: 01.03.2021
Drill exploration well: In process.
Decision to concretize (BOK):
01.03.2023.
Conceptual studies: In process.
Decision to continue (BOV):
01.03.2025.

910

Kathryn

Exploration
phase

Repsol

16.667%

Prepare plan for development (PDO):
In process.
Submit plan for development:
01.03.2026.
Decision to enter extension period:
01.03.2026
Study of geology and geophysics:
Approved.
Decision to drill: Will be drilled
(02.03.2019).
Drill exploration well: In process.
Decision to concretize (BOK):
02.03.2021
Conceptual studies: In process.
Decision to continue (BOV):
02.03.2023

316

Yme

316 B

Yme

Under
development
Under
development

Repsol

15%

Prepare plan for development (PDO):
In process.
Decision to submit plan for
development (PDO): 02.03.2024
Submit plan for development (PDO):
02.03.2024
Decision to enter extension period:
02.03.2024
N/A

Repsol

15%

N/A

*Chrysaor has the contractual right to acquire an additional 20% of OKEA's participating interest in PL038 D and 28.57% of OKEA’s
participating interest in PL974. Option to be exercised within the earliest of i) 1 June 2019, or ii) 14 days after notice of BOV Decision has
been submitted to the MPE. Chrysaor has submitted to OKEA (i) a notification on exercise of the option on the 20% participating interest
in PL038 D and (ii) a notification on exercise of the option on the participating interest in PL974, however, limited to 18.57% participating
interests. The date for the completion of the transactions is not set as of the date of this Prospectus.
**OKEA is obliged to propose that Chrysaor assumes operatorship once they are qualified as an operator on the NCS.

If all the participating interest holders agree, they may relinquish the Production Licence once they have completed the
obligatory work. Areas relinquished in this way can later be awarded to new applicants. This ensures that mapping of
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the petroleum resources in different parts of the Norwegian continental shelf is steadily improved. As a result, we now
have extensive knowledge of the subsea resources in many areas.
The development and operation phase
If the participating interest holders make a discovery and wish to continue work under the Production Licence after they
have fulfilled their work obligation, they are entitled to an extension period for the Production Licence. The duration of
the extension period is determined by the Ministry of Petroleum and Energy when the Production Licence is awarded,
and in most cases is 30 years.
Field development and operation take place during the extension period. If the participating interest holders wish to
develop a field, they are obliged to do this in a responsible way. The companies are responsible for planning and
implementing development projects, but each project requires prior approval from the Ministry. Major and/or important
projects are put before the Storting before the Ministry gives its approval.
The participating interest holders must submit a plan for development and operation (PDO) of a new deposit to the
Ministry as a basis for approval. If the project includes pipelines or onshore terminals, a separate plan for installation
and operation (PIO) of these must also be submitted and approved.
A PDO/PIO consists of a development plan and an impact assessment. The latter provides an overview of the likely
impacts of the project on the environment, fisheries and society otherwise. The report on the impact assessment is sent
to all those who may be affected by the project so that they have an opportunity to put forward their views. The process
ensures that all relevant arguments for and against the project are known before a decision on development is taken,
that the field developments approved are responsible, and that their impacts on other public interests are acceptable.
In special cases, the Ministry may exempt licensees from the requirement to submit a PDO/PIO. The Ministry of Petroleum
and Energy has together with the Ministry of Labour and Social Affairs drawn up guidelines for PDOs and PIOs, which
explain the legislation further and detail what the authorities expect from developers. The guidelines are also available
on the Norwegian Petroleum Directorate’s website.
The development and operation phase is further regulated by Chapter 4 of the Petroleum Act and Chapter 4 of the
Petroleum Regulations.
Cessation of petroleum activities
The Petroleum Act requires licensees to submit a decommissioning plan to the Ministry between two and five years
before the production licence expires or is relinquished, or use of a petroleum installation will be terminated permanently.
A decommissioning plan consists of two parts: an impact assessment and plans for disposing of the installations.
The impact assessment must provide an overview of the possible environmental and other impacts of the shut-down
process. The disposal part must contain detailed plans for closing operations and decommissioning installations in the
best possible way.
Cessation of petroleum activities and decommissioning are governed by Chapter 5 of the Petroleum Act and Chapter 6
of the Petroleum Regulations. In addition, Norway is bound by international law and guidelines. In this context, Decision
98/3 under the OSPAR Convention is particularly important to the Norwegian authorities. The decision generally prohibits
leaving disused offshore installations in place, with limited exceptions.
Health, safety and environment and prevention of pollution
The actors in the Norwegian petroleum industry are highly professional and take a very cautious approach, and there is
broad-based tripartite cooperation between employers, trade unions and the state. The Government’s ambition is for
Norway’s petroleum industry to be a world leader in health, safety and environment work. The legislation that has been
adopted sets strict requirements as regards the responsibilities of individual enterprises for risk identification, risk
reduction, preparedness and response. Management of major accident risk is required to be an integral part of petroleum
activities.
The authorities and the parties in the industry have together developed a tool for measuring trends in risk levels in
Norwegian petroleum activities, known as RNNP. The Norwegian Petroleum Directorate publishes annual reports that
give a picture of risk trends in the industry as a whole.
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Liability for pollution damage is governed by Chapter 7 of the Petroleum Act, which states that licensees are strictly
liable for pollution damage, i.e. they are liable regardless of fault. Chapters 9 and 10 of the Petroleum Act and regulations
under the Act govern safety requirements for the industry. https://www.norskpetroleum.no/en/framework/thepetroleum-act-and-the-licensing-system/
Economic conditions for exploring and developing licenses
The petroleum taxation system is based on the rules for ordinary company taxation and are set out in the Petroleum
Taxation Act (Act of 13 June 1975 No. 35 relating to the taxation of subsea petroleum deposits, etc). Because of the
extraordinary returns on production of petroleum resources, the oil companies are subject to an additional special tax.
The ordinary company tax rate is 22%, and the special tax rate 56%. This gives a marginal tax rate of 78%.
In general, only the Company's net profit is taxable. Exemptions, such as royalties, are no longer a part of the tax
system. Deductions are allowed for all relevant costs, including costs associated with exploration, research and
development, financing, operations and decommissioning.
Consolidation between fields is allowed. This means that losses from one field, or exploration costs, can be written off
against the Company's income from operations elsewhere on the Norwegian shelf.
Companies that do not have any taxable income may carry forward losses and uplift to subsequent years, with interest.
These rights follow the ownership interest and may be transferred. Companies may also apply for a refund of the tax
value of exploration costs in connection with the tax assessment. These rules are intended to ensure that exploration
costs are treated in the same way for tax purposes regardless of whether or not a company is liable to pay tax.
When the basis for ordinary tax and special tax is calculated, investments are written off using straight-line depreciation
over six years from the year the expense was incurred. To shield normal returns from the special tax, an extra deduction
is allowed in the special tax base, called uplift. In 2016 the total uplift was 22% (5.5 % per year for four years starting
with the investment year). As the ordinary tax and special tax rate has been adjusted in recent years, the uplift has
been adjusted accordingly to ensure unchanged overall tax burden. In 2017 the uplift was 21.6% of the investments
(5.4 per year). The uplift was reduced to 21.2% from 2018.
In many instances, petroleum produced by companies operating on the Norwegian continental shelf is sold to affiliated
companies. It is important for the Norwegian government revenues that oil and gas sold from Norway is taxed on the
basis of market prices. To assess whether the prices agreed by affiliated companies are comparable to those that would
have been agreed by two independent parties, the authorities can set norm prices that must be used when calculating
taxable income for the tax assessment.
The Petroleum Price Council is responsible for setting norm prices, which it does after collecting information from the
companies and holding meetings with them. The norm price system applies to various types and qualities of petroleum.
For gas, the actual sales prices are used.
Area fees are also payable under the Production Licences pursuant to the Petroleum Act 4-9. For the calendar year 2019
areal fee attributable to the Grevling field (PL038 D) was NOK 9,570,000, PL158 was NOK 918,000 and the Draugen
field was NOK 15,209,000 payable in 2018.
Norway is through the EEA Agreement part of the EU Emissions Trading Scheme, which entails that the EU regulatory
framework on emissions trading is applicable to petroleum companies with producing assets, such as OKEA. The EU
Emissions Trading Scheme is a ‘cap and trade’ system, which sets a ‘cap’, or limit, on total greenhouse gas emissions
within the system. As a producer of petroleum on the NCS, OKEA must annually submit a verified report on its carbon
emissions to the Norwegian Environment Agency. If the emissions exceed the free allowance allocated to OKEA (subject
to a minor fee), OKEA must purchase allowances from other companies' part of the Emissions Trading Scheme to cover
the excess. The allowances are purchased by the operator on behalf of Production Licence and accounted for in the
accounts of the Production Licences.
For the petroleum industry on the NCS, a tax on NOx emissions applies to emissions from large gas turbines and
machinery, as well as from flaring. Businesses that are affiliated with the environmental agreement between the
Norwegian state and a number of business organisations on measures to reduce NOx emissions are exempted from the
tax, and pay a contribution per kg NOx to the NOx Fund instead. In 2018, the contribution amounted to NOK 12 per kg
NOx. The NOx Fund's income is used to support investments by companies that are parties to the agreement to reduce
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their NOx emissions. As per the NOx Fund's member list dated 11 January 2019, OKEA is registered as a member for
Draugen. OKEA purchases such on behalf of the relevant Production Licences its capacity as operator.
Other permits required
Consents are required from time to time in relation to the different phases of the petroleum activities undertaken on the
NCS. The Norwegian Petroleum Directorate is responsible for monitoring HSE matters and the Norwegian petroleum
legislation requires that consent is obtained before initiation certain defined activities, such as e.g. the drilling of wells
and use of facilities on NCS.
OKEA is contemplating to drill appraisal wells on the Draugen field and the drilling of these wells are subject to obtaining
such consent from Norwegian Petroleum Directorate. Furthermore, the operator of the Kathryn Production Licence and
the Gjøa Production Licences also need to obtain consent for the drilling the wells scheduled.
The development of the Yme field will also going forward require the obtaining of consents from the Petroleum
Directorate, including drilling of wells and consents related to development and subsequent use of facilities and future
production.
The MPE also approves the production volumes on an annual basis and production on producing fields are also subject
to obtaining such MPE approval.
Finally, in order to be an operator, OKEA needs to maintain the consent to be an operator on the NCS.
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9

CAPITALISATION AND INDEBTEDNESS

9.1

Introduction

The financial information presented below should be read in connection with the other parts of this Prospectus, in
particular Section 10 “Selected Financial and Other Information”, Section 11 “Operating and Financial Review” and the
Financial Statements with their notes included in Appendix B of this Prospectus.
The financial information presented below provides information about the Company’s capitalisation and net financial
indebtedness on an actual basis as at 31 March 2019 and, in the “As adjusted” columns, the Company’s capitalisation
and net financial indebtedness on an adjusted basis to give effect to the Offering described in (i) below.
The “As adjusted” column reflects the following adjustments to the Company's capitalisation and net financial
indebtedness:
-

the net proceeds from the issue of the New Shares in the Offering to be received by the Company in the amount
of NOK 619 million, assuming an Offer Price of NOK 25 per Offer Share, which is the low end of the Indicative
Price Range, with gross proceeds from the sale of the New Shares in the Offering of NOK 650 million and
transaction costs related to the Offering of NOK 31 million payable by the Company. In addition to the expenses
directly related to the offering, other estimated expenses related to the listing amounts to NOK 11 million.

Other than as set out above, there has been no material change to the Company’s combined capitalisation and net
financial indebtedness since 31 March 2019.

9.2

Capitalisation

The following table sets forth information about the Company’s total capitalisation as at 31 March 2019 and on an as
adjusted basis.
As at 31 March
2019

Adjusted
amount

As adjusted

In NOK '000

Total current debt:
Guaranteed…………………………………………………………

-

Secured………………………………………………………………

-

-

Unguaranteed and unsecured…………………………
Total current debt……………………………………………

-

1 417 031

1 417 031

1 417 031

1 417 031

Total non-current debt:
Guaranteed………………………………………………………

-

Secured……………………………………………………………

2 505 875

1)

2 505 875

Unguaranteed and unsecured………………………

4 918 040

2)

4 918 040

Total non-current debt…………………………………

7 423 915

7 423 915

Total indebtedness………………………………………

8 840 946

8 840 946

Shareholder´s equity
Share capital…………………………………………………
Share premium ………………………………
Other paid in capital
Accumulated loss………………………………………
Total shareholder´s equity…………………………
Total capitalisation………………………………………

8 220

26 000

34 220

1 624 104

593 000

2 217 104

1 754

1 754

-174 015

-174 015

1 460 064

619 000

2 079 064

10 301 010

619 000

10 920 010
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1)

Secured non-current debt consist of the Company’s two bond loans. The bond loans have security in all major assets of the Company. 1

2)

As of March 31, 2019 asset Retirement Obligation ("ARO") of NOK 3,878.0 million is included in total non-current debt representing

the future expected costs for close-down and removal of oil equipment and production facilities. In addition accrued consideration from
acquisitions of interests in Production Licences of NOK 10.0 million is included as a provision. The ARO and the sellers ARO liability for
Draugen and Gjøa are recorded as a liability and receivable in the Financial Statements. Please refer to note 14 of the financial statements
of 2018 for more information. The remaining balance of unguaranteed and unsecured non-current liabilities consists of deferred tax
liabilities of NOK 886.0 million.

9.3

Indebtedness

The following table set forth information about the Company’s total net financial indebtedness as at 31 March 2019 and
on an as adjusted basis.
The “As adjusted” column reflects the net proceeds from the issue of the New Shares in the Offering to be received by
the Company in the amount of NOK 619 million.

In NOK '000

As at 31 March
2019

Cash

(B)

Cash equivalents

-

(C)

Trading securities

-

(D)

Liquidity (A)+(B)+(C)

(E)

Current financial receivables

-

(F)

Current bank debt

-

(G)

Current portion of non-current debt

(H)

Other current financial debt

678 169

(I)

Current financial debt (F)+(G)+(H)

678 169

(J)

Net current financial indebtedness (I)-(E)-(D)

(K)

Non-current bank loans

(L)

Bonds issued

(M)

Other non-current loans

(N)

Non-current financial indebtedness (K)+(L)+(M)

2 505 875

(O)

Net financial indebtedness (J)+(N)

2 598 095

585 949

619 000

As adjusted

(A)

1)

585 949

Adjustment
amount

619 000

1 204 949

1 204 949

-

92 220

678 169
-619 000

678 169
-526 780
-

2 505 875

2 505 875
-619 000

2 505 875
1 979 095

Other current financial debt consist of accrued interest bond loans, fair value put options foreign exchange, working capital joint

operations and accrued considerations from acquisitions of interests in Production Licences, and a debt position of NOK 1.3 million related
to the Escrow receivable for Yme.

9.4

Working capital statement

The Company is of the opinion that the working capital available to the Company is sufficient for the Company’s present
requirements, for the period covering at least 12 months from the date of this Prospectus.

9.5

Contingent and indirect indebtedness

As at 31 March 2019 and as at the date of the Prospectus, the Company has a commitment for ARO included in total
non-current liabilities. In addition, the Company has commitments for investments in the Production Licences. The

1

Footnotes to be updated.
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Company has planned future investments in the Production Licences; as at 31 March 2019, NOK 1,820 million for the
period 2019-2022 was planned for all fields combined. Refer to table below in showing the future investments per field
and per year in NOK million;

Ivar Aasen

Yme

Gjøa

Draugen

Sum

2019

8

387

12

219

626

2020

9

209

258

187

663

2021

1

168

236

58

464

2022

1

13

1

51

67

21

905

510

547

1820

All future development on Yme and Gjøa is committed for the period 2019-2022. In addition development in 2019 on
Draugen and Ivar Aasen is committed. Remaining investments are planned, but non-committed. In addition to the future
investments presented above two appraisal wells on Draugen, with total OKEA cost of NOK 149.3 million, has been
approved in April, increasing future commitments.
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10

SELECTED FINANCIAL AND OTHER INFORMATION

10.1

Introduction and basis for preparation

The selected financial information presented in Sections 10.2 – 10.5 below has been extracted from the Company’s
audited financial statement as at 31 December 2018 and, 2017 (the "Financial Statements"), and the unaudited
quarterly financial statements for the quarter ended 31 March 2019.
The 2018 and 2017 Financial Statements, included in this Prospectus in appendix B, have been prepared in accordance
with IFRS as adopted by the EU as well as the Norwegian disclosure requirements pursuant to the Norwegian Accounting
Act and audited by PwC
The Company converted its financial statements to IFRS in 2017 with a 1 January 2016 IFRS opening statement of
financial position. The transition resulted in a reduction to total non-current assets of NOK 4.5 million as at 31 December
2016. The acquisition of the working interest in Ivar Aasen was treated as an asset acquisition under NGAAP. Under
IFRS the acquisition is treated as a business combination, with recognition of deferred tax and goodwill. Goodwill
recorded amounts to NOK 8.1 million. The change had a 2016 income statement effect of NOK 4.5 million (reduced tax
expense).
The 2017 Financial Statements includes 2016 IFRS financial figures as comparative financial information.
The 2016 financial statements, prepared in accordance with the Norwegian Accounting Act and NGAAP, included in this
Prospectus in appendix B, have been audited by PwC.
OKEA has prepared unaudited interim financial statements in accordance with IAS 34 for the quarter ended 31 March
2019. The accounting policies applied in the preparation of the interim financial statements are consistent with those
followed in the 2018 Financial Statements, except for the adoption of new standards effective as of 1 January 2019 and
except for the change in principle for the recognition of overlift and underlift.
The Company has prior to Q1 2019 used a variant of the sales method where changes in overlift and underlift balances
have been valued at its net realizable value and the change in over/underlift has been included as “other income”. Due
to recent development in IFRIC ("IFRS Interpretations Committee") discussions, the Company has decided to change to the
traditional sales method from 1 January 2019. This means that changes in over/underlift balances are valued at
production cost including depreciation and presented as an adjustment to cost. The new accounting principle for overlift
and underlift balances leads to increased volatility in revenue recognition in situations where there are changes to the
lifting schedule or where there are uneven number of liftings between quarters. Comparative figures for the quarter
ended 31 March 2018 and the year ended 30 December 2018 have been restated in line with IAS 8. As a consequence
of this restatement 2018 figures and Q1 2018 figures in the prospectus are presented as restated.
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The following table shows the effects for the YTD 2018 figures.
Amounts in NOK `000

Audited 2018

Restated 2018

Change

Other operating income

88 747

44 326

-44 421

Production expenses

-18 347

-96 714

-78 366

Changes

0

133 318

133 318

-57 297

-100 066

-42 769

Trade and other receivables

944 397

912 159

-32 238

Income taxes

119 342

144 488

25 146

Deferred tax liabilities

886 782

861 636

-25 146

Accumulated loss

-170 289

-177 381

-7 092

Accounting line

in

over/underlift

positions and production inv.
Depreciation,

depletion

and

amortization

The new accounting principle for overlift and underlift balances leads to increased volatility in revenue recognition in
situations where there are changes to the lifting schedule or where there are uneven number of liftings between quarters.
For information regarding 2018 accounting policies and the use of estimates and judgements, please refer to note 2,
Accounting policies and note 3, Critical accounting judgements and estimates of the 2018 and 2017 Financial Statements,
included in this Prospectus as Appendix B.
The Company implemented IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with customers from 1
January 2018.
The Company adopted the standard IFRS 16 Leases on 1 January 2019 using the modified retrospective approach. The
implementation resulted in almost all leases being recognised on the balance sheet, as the distinction between operating
and finance leases is removed. Under the new standard, an asset (the right to use the leased item) and a financial
liability to pay rentals are recognised. The only exceptions are short-term and low-value leases. The Company adopted
the standard using the modified retrospective approach. The implementation had no impact on net equity and resulted
in an increase of NOK 198.4 million in property, plant and equipment with a corresponding increase in liabilities, of which
NOK 152.9 million is classified as non-current liabilities and NOK 45.5 million is classified as current liabilities. The
Company has applied a gross presentation related to leasing contracts entered into as licence operator.
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10.2

Selected data from the statement of comprehensive income

The table below sets out selected data from the Company's statement of comprehensive income for the years ended 31
December 2018, 2017 and 2016, and also for the three months period ended 31 March 2019 and 2018, as prepared in
accordance with IFRS. The financial information for 2016 has been extracted from the 2017 IFRS financial statements,
where the 2016 IFRS figures are reported as comparative financial information.
Q1 2019
(unaudited)

Q1 2018 restated
(unaudited)

2018 restated
(unaudited)

2018

2017

2016

748 115

2 314

149 761

149 761

38 429

-

YME compensation contract breach

22 098

-

115 000

115 000

-

-

Other operating income / loss

-5 985

-

44 326

88 747

5 007

494

Total operating income

764 228

2 314

309 087

353 508

43 435

494

Production expenses

-144 106

-2 390

-96 714

-18 347

-7 654

-148

Changes in over/underlift positions and
production inventory

-164 585

14 022

133 318

-

-

-

Amounts in NOK `000
Revenues from crude oil and gas sales

Exploration expenses
Depreciation, depletion and amortization
Impairment
Employee benefit expenses
Other operating expenses
Total operating expenses
Profit / loss (-) from operating
activities
Finance income

-12 402

-11 211

-74 782

-74 782

-28 710

-547

-201 359

-5 883

-100 066

-57 297

-18 025

-178

-36 354

-

-

-

-

-

-9 227

-11 033

-34 183

-34 183

-11 707

-13 772

-20 924

-4 317

-87 899

-87 899

-33 128

-14 281

-588 958

-20 811

- 260 326

-272 509

-99 223

-28 926

175 270

-18 498

48 761

80 999

-55 788

-28 432

52 894

29 101

17 300

17 300

2 392

2 460

-89 838

-23 905

-366 263

-366 263

-27 098

-5 334

Net financial items

-36 944

5 197

-348 963

-348 963

-24 706

-2 874

Profit / loss (-) before income tax

138 326

-13 301

-300 202

-267 964

-80 494

-31 307

Income taxes

-134 960

12 815

144 488

119 342

68 780

25 648

3 366

-486

-155 715

-148 622

-11 714

-5 659

-

-

-

-

-

-

3 366

-486

-155 715

-148 622

-11 714

-5 659

Finance costs

Net profit / loss (-)
Other comprehensive income:
Total other comprehensive income
Total comprehensive income / loss (-)

10.3

Selected data from the statement of financial position

The table below sets out selected data from the Company's statement of financial position for the years ended 31
December 2018, 2017 and 2016, and also for the three months ended 31 March 2019 and 2018, as prepared in
accordance with IFRS. The financial information for 2016 has been extracted from the 2017 financial statements (2016
comparative financial information), where the 2016 IFRS figures are presented as comparative financial information.
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Amounts in NOK `000

31.03.2019
(unaudited)

31.03.2018
restated (unaudited)

31.12.2018
restated(unaudited)

31.12.2018

31.12.2017

31.12.2016

ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets
Oil and gas properties
Buildings
Furniture, fixtures and office
equipment

-

89 456

-

-

85 091

37 031

1 436 073

8 057

1 472 428

1 472 428

8 057

8 057

9 320

5 752

6 324

6 324

5 752

4 752

3 991 123

716 864

4 022 321

4 022 321

676 378

512 923

91 344

-

92 501

92 501

-

-

7 511

216

3 407

3 407

217

224

189 541

-

-

-

-

-

2 778 951

8 875

2 754 237

2 754 237

-

-

8 503 863

829 219

8 351 218

8 351 218

775 495

562 987

Trade and other receivables

840 921

132 084

912 159

944 397

120 207

105 561

Spareparts, equipment and inventory

228 154

-

315 500

315 500

-

-

Restricted cash

142 123

859 633

48 327

48 327

907 799

-

Cash and cash equivalents

585 949

121 230

394 670

394 670

29 609

37 889

1 797 146

1 112 946

1 670 656

1 702 895

1 057 615

143 450

10 301 010

1 942 165

10 021 874

10 054 113

1 833 110

706 437

8 220

3 715

8 220

8 220

24 738

11 337

1 624 104

595 991

1 624 104

1 624 104

470 755

216 125

1 754

157

1 361

1 361

-

-

-

-

-

-

-

146 968

-174 015

-22 153

- 177 381

-170 289

-21 667

-9 953

1 460 064

577 711

1 456 304

1 463 396

473 827

364 477

Right-of-use assets
Other non-current assets
Total non-current assets
Current assets

Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
Equity
Share capital
Share premium
Other paid in capital
Unregistered share capital
Accumulated loss
Total equity
Non-current liabilities
Provisions

3 888 000

321 168

3 859 308

3 859 308

319 668

202 466

Lease liability

144 034

-

-

-

-

-

Deferred tax liabilities

886 005

-

861 636

886 782

-

-

2 505 875

918 091

2 528 589

2 528 589

963 312

-

7 423 915

1 239 259

7 249 534

7 274 680

1 282 979

202 466

1 086 437

116 145

1 145 923

1 145 923

66 013

25 899

265 720

-

155 722

155 722

-

-

45 544

-

-

-

-

-

Interest-bearing loans and
borrowings
Total non-current liabilities
Current liabilities
Trade and other payables
Income tax payable
Lease liability-current
Shareholder loan

1 141

1 141

1 141

1 141

1 141

20 237

15 311

2 374

9 840

9 840

3 596

17 285

2 878

5 535

3 410

3 410

5 554

76 074

Total current liabilities

1 417 031

125 195

1 316 036

1 316 036

76 304

139 494

Total liabilities

8 840 946

1 364 454

8 565 570

8 590 716

1 359 283

341 960

10 301 010

1 942 165

10 021 874

10 054 113

1 833 110

706 437

Public dues payable
Provisions, current

TOTAL EQUITY AND LIABILITIES
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10.4

Selected data from the statement of cash flows

The table below sets out selected data from the Company's statement of cash flows for the years ended 31 December
2018, 2017 and 2016, and also for the three months ended 31 March 2019 and 2018, as prepared in accordance with
IFRS. The financial information for 2016 has been extracted from the 2017 IFRS financial statements (where financial
figures for 2016 are presented as comparative financial information).

Amounts in NOK `000

Q1 2019
(unaudited)

Q1 2018
restated
(unaudited)

2018
restated
(unaudited)

2018

2017

2016

138 326

-13 301

-300 202

-267 964

-80 494

-31 307

Cash flow from operating activities
Profit / loss (-) before income tax
Income tax paid/received
Depreciation, depletion and amortization
Impairment goodwill
Accretion ARO

-

-

20 885

20 885

3 740

-

201 359

5 883

100 066

57 297

18 025

178

36 354

-

-

-

-

-

3 977

1 500

10 078

10 078

6 001

-

54 417

-

145 082

145 082

9 238

-

Change in trade and other receivables, and inventory

158 584

-11 876

-602 224

-591 694

-6 420

-22 491

Change in trade and other payables

-72 157

49 049

693 180

693 180

8 248

39 505

Change in other non-current items

-26 838

-45 221

168 563

168 563

4 385

-

494 024

-13 966

235 428

235 428

-37 278

-14 115

-3 588

-

-573

-573

-999

-4 752

-

-

-2 725 220

-2 725 220

-

-

-164 843

-46 366

-386 526

-386 526

-123 099

-324 454

-

-

-1 001

-1 001

-

-

-4 105

-

-3 196

-3 196

0

-200

Interest expense

Net cash flow from / used in (-) operating activities

Cash flow from investing activities
Investment in exploration and evaluation assets
Business combination, cash paid
Investment in oil and gas properties
Investment in buildings
Investment in furniture, fixtures and office machines
Net investment in (-)/release of restricted cash

-93 796

48 166

859 472

859 472

-907 799

-

-266 332

1 800

-2 257 043

-2 257 043

-1 031 897

-329 406

Proceeds from intercompany borrowings

-

-

-

-

92 280

258 937

Repayment of intercompany borrowings

-

-

-

-

-58 300

-

Net proceeds from borrowings, bond loan

-

-

1 399 065

1 399 065

961 415

-

Net proceeds from borrowings, exploration loan

-

-

37 650

37 650

-

-

Repayment of borrowings, exploration loan

-

-

-40 000

-40 000

-

-

-36 413

-

-143 403

-143 403

-

-

Net cash flow from / used in (-) investing activities

Cash flow from financing activities

Interest paid
Net proceeds from share issues

0

103 787

1 133 365

1 133 365

65 500

113 730

Net cash flow from / used in (-) financing activities

-36 413

103 787

2 386 677

2 386 677

1 060 895

372 666

Net increase/ decrease (-) in cash and cash equivalents

191 278

91 621

365 062

365 062

-8 280

29 145

Cash and cash equivalents at the beginning of the period

394 670

29 609

29 609

29 609

37 889

8 744

Cash and cash equivalents at the end of the period

585 949

121 230

394 670

394 670

29 609

37 889

142 123

859 633

48 327

48 327

907 799

-

728 071

980 862

442 997

442 997

937 408

37 889

Restricted cash at the end of the period

Restricted and unrestricted cash at the end of the period
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10.5

Selected data from the statement of changes in equity

The table below sets out selected data from the Company's statement of changes in equity for the years ended 31
December 2018, 2017 and 2016, and also for three months ended 31 March 2019. The financial information for 2016
has been extracted from the 2017 Financial Statements (2016 comparative financial information).

Amounts in NOK `000

Share
capital

Equity at 1 January 2019
Net profit / loss (-) for the
period
Share based payment
Equity at 31 March 2019
(unaudited)
Equity at 1 January 2018
Net profit / loss (-) for the year
Capital reduction (equity
restructuring)
Share issues, conversion of debt
(equity restructuring)
Share issues, cash
Share based payment
Equity at 31 December 2018
restated (unaudited)

8 220

Share
premium

Other paid in
capital

1 624 104

1 361

Accumulated
loss

Total
equity

-177 381

1 456 304

3 366

3 366
394

-174 015

1 460 064

-21 667
-155 715

473 827
-155 715

394

8 220

1 624 104

1 754

24 738

470 755

-

-23 300

-452 590

-475 890

1 687
5 095

474 203
1 131 736

475 890
1 136 831
1 361

-

1 361
8 220

1 624 104

1 361

Equity at 1 January 2017
Net profit / loss (-) for the year
Registration of share issues in
Company Registry
Share issues, cash
Share issues, conversion of debt
Equity at 31 December 2017

11 337

216 125

-

7 348
3 275
2 778
24 738

139 620
62 225
52 786
470 755

-

Equity at 1 January 2016
Net profit / loss (-) for the year
Share issues, cash
Share issues, conversion of debt

1 100

20 900

-

5 686
4 550

108 043
87 182

Equity at 31 December 2016

11 337

216 125

10.6

Unregistered
share capital

-

- 177 381

1 456 304

-9 953
-11 714

364 477
-11 714

-

-21 667

65 500
55 564
473 827

-

-4 294
-5 659

17 706
-5 659
113 730
238 700

-9 953

364 477

146 968

-146 968

146 968
-

146 968

Independent auditor

The Company’s independent auditor is PricewaterhouseCoopers AS (“PwC”), with business registration number 987 009
713, and registered address at Dronning Eufemias gate 8, 0191 Oslo, Norway. PwC is a member of Den Norske
Revisorforeningen (The Norwegian Institute of Public Accountants). PwC has been the Company’s auditor since the
financial year 2015.
The financial statements of OKEA AS which are prepared in accordance with IFRS, as at 31 December 2018 and 2017,
and in accordance with NGAAP as at 31 December 2016 have been audited by PwC, as stated in their reports included
with the audited financial statements. The audited financial statements are included in Appendix B of this Prospectus.
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11

OPERATING AND FINANCIAL REVIEW

This operating and financial review should be read together with Section 4 “General Information”, Section 8 “Business
of the Company”, Section 10 “Selected Financial and Other Information” and the Audited Financial Statements and
related notes included in Appendix B of this Prospectus. This operating and financial review contains forward-looking
statements. These forward-looking statements are not historical facts, but are rather based on the Company’s current
expectations, estimates, assumptions and projections about the Company’s industry, business, strategy and future
financial results. Actual results could differ materially from the results contemplated by these forward-looking statements
because of a number of factors, including those discussed in Section 2 “Risk Factors” and Section 4.3 “Cautionary note
regarding forward-looking statements” of this Prospectus, as well as other sections of this Prospectus. An overview of
the APMs discussed in this operating and financial review is presented in Section 4.2.2 “Alternative Performance
Measures”.

11.1

Overview

OKEA is a public limited liability company incorporated and domiciled in Norway. The Company’s aim is to contribute to
the value creation on the NCS with cost effective development and operation systems. On 30 November 2018, the
Company completed the acquisition of a 44,56% participating interest in Draugen (PL093), a 12% participating interest
in Gjøa (PL153) and the office building "Råket" in Kristiansund from A/S Norske Shell (the "Acquisition"). OKEA also
assumed the operatorship of the Draugen field effective from 30 November 2018. After this acquisition, the Company
holds interests in the following 5 fields; 1) 44,56% participating interest in the Draugen field (PL093), 2) 12%
participating interest in the Gjøa field (PL153), 3) 15% participating interest in the Yme field (PL316/316B), 4) 0.554%
participating interest in the Ivar Aasen field (PL338BS) and 5) 55% participating interest in the Grevling discovery
(PL038D). In addition to Draugen and Gjøa, OKEA is producing oil and gas from the Ivar Aasen field. OKEA started
generating revenues from the Ivar Aasen field from 2017. The Yme field is approved for development and it’s expected
that production will start from Q2 2020.
OKEAs alternative performance measures (APMs) are EBITDA, OPEX, OPEX per boe and Profit/loss from operating
activities. These measures are considered key measures in evaluating operating performance. EBITDA is also key for
OKEAs ability to fund its operations and investments and service debt. OKEAs results of operations are discussed in
11.5, Liquidity and capital resources in 11.7 and investments in 11.8.
The Company conducts business primarily in the Norwegian kroner and also in US Dollars and British Pounds as the
Company's revenues are primarily in USD (oil prices are USD denominated) and GBP denominated (gas prices are GBP
denominated). The Company prepares its financial statements in NOK and in accordance with International Financial
Reporting Standards (IFRS) as adopted by the European Union (EU) and in accordance with the additional requirements
following the Norwegian Accounting Act.

11.2

Factors affecting the Company’s results of operations

The business, financial condition, results of operations and cash flows, as well as the period-to-period comparability of
the financial results of the Company, are affected by a number of factors, see Section 2 “Risk Factors”. Some of the
factors that have influenced the Company’s ’s financial condition and results of operations during the periods under
review and which are expected to continue to influence the Company’s business, financial condition, results of operations
and cash flows, as well as the period-to-period comparability of the Company’s financial results, are:


Oil and gas prices. Market prices for oil and gas are volatile. Oil prices were close to all-time highs for most
of 2011, 2012, 2013 and the first half of 2014. However, during the second half of 2014, oil prices declined
steeply and further into 2015 and 2016. Since then, prices have recovered substantially. As evidenced by the
price changes in recent years, the oil price is highly dependent on the current and expected future supply and
demand of oil. Lower prices on the Company’s products may lead to a material decrease in net production
revenues. Further, lower oil and gas prices could result in substantial downward adjustments of oil and gas
reserves as they are no longer economically viable at such lower prices. If this occurs, the Company may be
required to write-down the carrying value of its proved oil and gas properties. Less reserves will also lead to
higher depreciation in the Company’s income statement, all other things equal. Further, planned CAPEX
spending may not be sustainable based on lower prices.
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Reserves and contingent resources. The Company cannot measure the volumes in the reservoir directly. It
will always have to rely on data from wellbore(s) or seismic surveys. Models to evaluate volumes of reserves
and resources are in itself highly complex and the company cannot guarantee that these models are correct.
Moreover, different reservoir engineers may make different estimates of reserves and cash flows based on
the same available data. Actual production, revenues and expenditures with respect to reserves and resources
will vary from estimates, and the variances may be material. If the assumptions upon which the estimates of
the Company’s oil and gas reserves or resources are proved to be incorrect, the Company may be unable to
recover and/or produce the estimated levels or quality of oil or gas. Less reserves would negatively affect
revenue. In addition less reserves would lead to a higher deprecation, all other things equal.



Investments. Developing field into production requires significant investments and implementation of
technology over several years. Making these investments and implementing these technologies, usually under
difficult conditions, can result in uncertainties about the amount of investment necessary, operating costs and
additional expenses incurred as compared to the initial budget. In addition investments may be made on fields
that are not commercially viable. The Company may incur higher costs than budgeted. In addition the
Company may need to impair previously capitalized expenses for exploration wells on non-commercial fields.



Operating costs including drilling and production costs. The oil industry historically has experienced periods
of rapid cost increases impacting OPEX and ability to invest. Increases in the cost of exploration, production
and development would affect the Company’s ability to invest in prospects and to purchase or hire equipment,
supplies and services. A reduction in the Company’s ability to invest would negatively affect the Company’s
production and revenue. Current or future projected target dates for production may be delayed and cost
overruns may occur. The Company’s estimated exploration costs are subject to a number of assumptions that
may not materialize. Such factors may again impact on the extent to which the fields to be developed are
fully funded or remain commercially viable and consequently may result in breach by the Company of its
obligations and require the Company to raise additional debt and equity.



Licensing, planning permission and other consents. The Company operates on the NCS and is subject to the
Petroleum Act (Act of 29 November 1996 No. 72 relating to petroleum activities). The Act establishes that the
Norwegian state has the proprietary right to subsea petroleum deposits on the Norwegian Continental Shelf.
The Norwegian State has established a licensing system giving Okea and other companies' rights to engage
in petroleum operations. The Company may not be granted further participating interests in Production
Licences on the NCS, existing licenses may be withdrawn or be subject to limitations. Further obtaining
necessary consents and approvals may be costly, restricting the Company’s ability to obtain such approvals.
The failure to gain licenses or limitation of licenses may impact the Company’s ability to recover and/or
produce the estimated levels or quality of oil or gas. Less production would lead to reduced revenue.



Norwegian petroleum tax refund scheme. Under current Norwegian tax rules, companies which are not in a
tax position may annually claim a refund from the Norwegian tax office of the tax value of direct and indirect
costs, except financial cost, incurred in connection with exploration for petroleum resources on the NCS. The
tax refund scheme may be subject to changes going forward to less beneficial terms for oil companies.



Environmental and health and safety regulations. The Company is subject to environmental regulation
pursuant to a variety of international conventions and national regulations as well as applicable health and
safety regulations. Compliance with the legislation can require significant expenditures and breach may result
in the imposition of fines and penalties in addition to loss of reputation. The Company may be subject to large
fines if relevant regulations are breached, increasing costs and reducing profit. Further changes in current
regulation may negatively impact the Company as compliance costs may increase, reducing profit.

11.3

Description of income statement line items

Revenue from crude oil and gas services
Revenue from the sale of petroleum products is recognised when the Company’s contractual performance obligation has
been fulfilled; at delivery. The lifting schedule will vary with the production. The sales of petroleum products are for the
most part to large international oil companies with investment grading. The pricing of the sales of petroleum products
is based on current market terms for each product. Revenues from sales of services are recorded when the service has
been performed.

90

YME compensation contract breach
Compensation for YME compensation contract breach is presented as a separate line item in the income statement for
2018.
Other operating income
The Company has prior to Q1 2019 used a variant of the sales method where changes in overlift and underlift balances
have been valued at its net realizable value and the change in over/underlift has been included as “other income”. Due
to recent development in IFRIC discussions, the Company has decided to change to the traditional sales method from 1
January 2019. This means that changes in over/underlift balances are valued at production cost including depreciation
and presented as an adjustment to cost. The new accounting principle for overlift and underlift balances leads to
increased volatility in revenue recognition in situations where there are changes to the lifting schedule or where there
are uneven number of liftings between quarters. Comparative figures for the quarter ended 31 March 2018 and the year
ended 30 December 2018 has been restated in line with IAS 8 ”Accounting policies, changes in accounting estimates
and errors”. As a consequence of this restatement 2018 figures in the prospectus are presented as restated.
Further, other operating income consists of gain on put options on oil.
Production expenses
Production expenses consist of the Company´s share of expenses incurred in the production phase of the relevant
Production Licences.
Changes in over/underlift positions and production inventory
Changes in over/underlift positions and production inventory are changes in over/underlift balances that are valued at
production cost including depreciation and presented as an adjustment to cost.
Exploration expenses
The Company uses the ‘successful efforts’ method to account for exploration costs for oil and gas properties. All
exploration costs with the exception of drilling costs of exploration wells and acquisition costs of Production Licences are
charged to expense as incurred. Drilling costs of exploration wells are temporarily capitalised pending the determination
of oil and gas reserves. If reserves are not found, or if discoveries are assessed not to be technically and commercially
recoverable, the drilling costs of exploration wells are expensed. Costs of acquiring licences are capitalised and assessed
for impairment at each reporting date. Licence acquisition costs and capitalised exploration costs are classified as
intangible assets (Exploration and Evaluation Assets) during the exploration phase.
Depreciation, depletion and amortization
Capitalised costs for oil & gas fields in production are depreciated individually (on a field level) using the unit-ofproduction method. The depreciation is calculated based on proved and probable reserves. The rate of depreciation is
equal to the ratio of oil and gas production for the period over the estimated remaining proved and probable reserves
expected to be recovered at the beginning of the period. The rate of depreciation is multiplied with the carrying value
plus estimated future capital expenditure necessary to develop any undeveloped reserves included in the reserve basis.
Any changes in the reserves estimate that affect unit-of-production calculations, are accounted for prospectively over
the revised remaining reserves. Costs of developing commercial oil and/or gas fields (development costs for oil and gas
properties) are capitalised. Capitalised development costs and acquisition cost of fields in development are classified as
tangible assets (Oil and gas properties).
Impairment
Goodwill is tested for impairment annually. For the purpose of impairment testing, goodwill is allocated to cashgenerating unit (CGU), or groups of cash-generating units, that are expected to benefit from the synergies of the
business combination from which it arose. The appropriate allocation of goodwill requires management's judgment and
may impact the subsequent impairment charge significantly. The term “technical goodwill” is used to describe a category
of goodwill arising as an offsetting account to deferred tax recognised in business combinations. When deferred tax from
the initial recognition decreases, more goodwill is as such exposed for impairments.
Employee benefits expenses
Employee benefit expenses are related to salary, employer´s payroll tax expenses, pensions, share based payment,
other personnel expenses, charged operated Production Licences and amounts reclassified to oil and gas properties
under development.
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Pensions
According to Norwegian law employees are mandatory members of the Company’s Pension Scheme. The scheme is based
on a contribution plan. Contributions are paid to pension insurance plans and charged to the income statement in the period
to which the contributions relate. Once the contributions have been paid, there are no further obligations to fund the scheme.
Share-based payment
Warrants and other equity instruments granted to employees are measured by reference to the fair value of the warrants
or other equity instruments at the date on which they are granted. The fair value of the warrants or other equity
instruments is estimated on the grant date and charged to expense over the vesting period, together with a
corresponding increase in equity. The vesting period is the period in which the performance conditions are fulfilled,
ending on the date on which they become fully entitled to the award (‘vesting date’).
Other operating expenses
Other operating expenses consists of lease expenses, technical consultants, business consultants, travel expenses,
insurance costs, other operating expenses, expenses charged to Production Licences and amounts reclassified to oil
properties under development.
Finance income
Finance income mainly consists of interest income and unwinding of discount asset retirement receivable.
Finance costs
Finance costs consists of interest expense bond loan, exchange rate loss, put options (foreign exchange), unwinding of
discount asset retirement obligations, other financial expense and other interest expense.
Income taxes
The income tax expense/credit consists of current income tax (taxes payable/receivable) and changes in deferred income
taxes. Current income tax assets and liabilities for the current and prior periods are measured at the amount expected
to be recovered from or paid to the tax authorities. The tax rates and tax laws used to compute the amount are those
that are enacted or substantially enacted by the balance sheet date. Oil-exploration companies operating on the
Norwegian Continental Shelf under the offshore tax regime can claim a 78% refund of their exploration costs, limited to
taxable losses for the year. The refund is paid out in November/December in the following year. This tax receivable is
classified as a current asset. Further, companies under the offshore tax regime can claim the tax value of any unused
tax losses or other tax credits related to its offshore activities to be paid (including interest) from the tax authorities
when operations cease. Deferred tax assets that are based on offshore tax losses carry forward are therefore normally
recognised in full.

11.4

Recent developments and trends

The Company acquired Draugen and Gjøa in November 2018. The acquisitions are in line with the Company’s strategy
of field development of sub-100 mmboe fields, and recent market trends. Recent years there has been a number of
larger corporate deals, with majors selling out of the Norwegian Continental Shelf, and smaller fields becoming more
important. The Company is well positioned for further growth and to act on opportunities in the market.
Further, oil prices have recovered substantially the later years, strengthening the Company’s operations. The Company
was also awarded with four new Production Licences in the 2018 Award in Predefined Areas. Based on the above factors
the company exited 2018 with a significantly larger, stronger and more diversified production portfolio than at the
beginning of the year.
In 2018 the Company carried out three share issues, with net proceeds of NOK 1,137 million. Most of this was related
to the acquisition of Draugen and Gjøa. In addition, the Company issued its second bond, OKEA 02, with USD 180 million
in proceeds in June 2018.
The two key trends mentioned above; increasing consolidation and small field developments are expected to continue
through the foreseeable future. Further after a decline towards the end of 2018, oil prices have recovered in 2019.
Investment in field development is to be continued in 2019, focusing primarily on Draugen and Yme. For 2019 Okea will
produce oil and gas from Draugen, Gjøa and Ivar Aasen. Is it expected that production will start on the Yme field from
Q2 2020. Investments in the Gjøa field will increase from 2020. The Grevling discovery has been matured and the licence
partnership has concluded to work with a Mobile Offshore Production Unit as the preferred solution. The neighbouring
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Storskrymten discovery, which was licensed to OKEA as operator in the APA 2018 round, is planned to be jointly
developed as part of the Grevling project.
In Q1 2019 OKEA has taken over Shell’s 50% working interest and operatorship on Production Licence (PL) 958. PL958
is located on the Trøndelag Platform, 10 km east of the Draugen Field, where OKEA is operator, and east of PL1001
where OKEA is partner. The acreage is in the exploration phase and data coverage is limited. The other participating
interest holders are Neptune and Petoro, the same as on the Draugen Field. Further, in Q1 2019 OKEA was awarded a
60% working interest in (PL) 1003 Mistral. The Company has not performed any business combinations in Q1 2019.

11.5

Results of operations

11.5.1

Introduction

The Company’s net production was 19,498 boepd for the quarter ended 31 March 2019, compared to 369 boepd for the
quarter ended 31 March 2018. The increase in boepd is due to the acquisition of Draugen and Gjøa in December 2018.
In 2018 the Company’s net production was 22,369 boepd, including the effect of the Draugen and Gjøa assets from
December 2018.
The Company’s total operating income amounted to NOK 764.3 million for the quarter ended 31 March 2019, compared
to NOK 2.3 million for the corresponding period in 2018. The increase is driven by revenues from crude oil and gas sales
from Draugen and Gjøa. In 2018 total operating income amounted to NOK 309.1 million compared to NOK 43.4 million
for the year ended 2017, and was impacted by the acquisition of the Draugen and Gjøa assets, included from the
acquisition date 30 November 2018. Currently, the Company’s production comes from Ivar Aasen, Draugen and Gjøa.
11.5.2

Period ended 31 March 2019 compared to period ended 31 March 2018

The Table below sets out the Company's financial information (IFRS) for the period ended 31 March 2019 and 2018.

Amounts in NOK `000

Q1 2019 (unaudited)

Q1 2018
restated (unaudited)

Revenues from crude oil and gas sales

748 115

2 314

Yme compensation contract breach

22 098

-

Other operating income

-5 985

-

Total operating income

764 228

2 314

Production expenses

-144 106

-2 390

-164 58

14 022

-12 402

-11 211

-201 359

-5 883

Changes in over/underlift positions and production
inventory
Exploration expenses
Depreciation, depletion and amortization
Impairment
Employee benefits expenses
Other operating expenses
Total operating expenses
Profit / loss (-) from operating activities
Finance income

-36 354

-

-9 227

-11 033

-20 924

-4 317

-588 958

-20 811

175 270

-18 498

52 894

29 101

-89 838

-23 905

Net financial items

-36 944

5 197

Profit / loss (-) before income tax

138 326

-13 301

Income taxes

-134 960

12 815

3 366

-486

3 366

-486

Finance costs

Net profit / loss (-)
Other comprehensive income:
Total other comprehensive income
Total comprehensive income / loss (-)
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Q1 2019 is the first quarter that includes activities from Draugen and Gjøa for a full quarter, and all the financial
statement line items on operating income and expenses are largely influenced by this fact.
Revenues from crude oil and gas sales
Revenues from crude oil and gas sales for the period ended 31 March 2019 were NOK 748.1 million, compared to NOK
2.3 million for the same period in 2018. Revenues during the first quarter of 2019 were largely affected by activities
from Draugen and Gjøa. Draugen and Gjøa was acquired in the fourth quarter of 2018 and Ivar Aasen was put into
production in December 2018.
Yme compensation contract breach
Yme compensation contract breach of NOK 22.1 million in the period ended 31 March 2019 consist of the final amount
of the Yme compensation contract breach received in Q1 2019.
Other operating income
Other operating income for the period ended 31 March 2019 were negative with NOK 6 million compared to no other
operating income in the period ended 31 March 2018. Other operating income in Q1 2019 consists of costs and value
adjustments of oil options.
Total operating income
As a result of the foregoing, the total operating income for the period ended March 31 2019 was NOK 764.2 million
compared to NOK 2.3 million for the period ended 31 March 2018.
Production expenses
Production expenses for the period ended 31 March 2019 were NOK 144.1 million compared to NOK 2.4 million for the
same period in 2018. The increase in production expenses from Q1 2018 to Q1 2019 is due to activities related to Ivar
Aasen, Draugen and Gjøa. Draugen and Gjøa was acquired in the fourth quarter of 2018 and Ivar Aasen was put into
production in December 2018.
Changes in over/underlift positions and production inventory
Changes in over/underlift positions and production inventory was negative with NOK 164.6 million for the period ended
31 March 2019, compared to a positive amount of NOK 14 million for the period ended 31 March 2018. The negative
impact in Q1 2019 was mainly due to the lifting of underlift and inventory on Draugen that had been acquired from Shell
and was valued at fair value at acquisition 30.11.2018.
Exploration expenses
Exploration expenses for the period ended 31 March 2019 were NOK 12.4 million compared to NOK 11.2 million for the
same period in 2018. The exploration expenses reflect the activities in the exploration phase, mainly related to field
evaluations on Grevling.
Depreciation, depletion and amortization
Depreciation, depletion and amortization for the period ended 31 March 2019 was NOK 201.4 million compared to NOK
5.9 million for the same period in 2018. Depreciation, depletion and amortization in for the period ended 31 March 2018
relates to Ivar Aasen, while in the period ended 31 March 2019 depreciation, depletion and amortization relates to Ivar
Aasen, Draugen and Gjøa,
Impairment
Impairment charges for the period ended 31 March 2019 amounted to NOK 36.4 million and has been recognized to
reduce the carrying amount of "technical" goodwill related to the Gjøa acquisition in November 2018.
Employee benefits expenses
Employee benefits expenses for the period ended 31 March 2019 were NOK 9.2 million compared to NOK 11.0 for the
same period in 2018. The reduction is mainly caused by a higher share charged to operated licenses.
Other operating expenses
Other operating expenses for the period ended 31 March 2019 were NOK 20.9 million compared to NOK 4.3 million for
the same period in 2018. The increase was mainly due to activities related to Ivar Aasen, Draugen and Gjøa.
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Total operating expenses
As a result of the foregoing, the total operating expenses for the period ended 31 March 2019 were NOK 589.0 million
compared to NOK 20.8 million for the same period in 2018.
Production expenses per barrel of oil equivalent
Boe produced during the period ended 31 March 2019 was 1 754 820, and production expense per boe amounts to NOK
82, compared to 33 210 boe and production expense of 72 per boe for the period ended 31 March 2018. The increase
in oil production is due to the acquisition of Draugen and Gjøa in December 2018. In Q1 2018 Ivar Aasen was in
production only.
Profit/loss from operating activities
As a result of the foregoing, the Company’s profit from operating activities for the period ended 31 March 2019 was NOK
175.3 million compared to a loss of NOK 18.5 million for the period ended 31 March 2018.
Finance income
Finance income for the period ended 31 March 2019 was NOK 53 million compared to NOK 29.1 million for the same
period in 2018. The change is mainly driven by an unwinding of discount asset retirement receivable of NOK 24.7 million
in Q1 2019.
Finance cost
Finance cost for the period ended 31 March 2019 was NOK 89.8 million compared to NOK 23.9 million for the same
period in 2018. The change is mainly driven by increased interest expense related to the USD 180 million bond loan
entered into in June 2018, and an unwinding of discount asset retirement obligations of NOK 28.7 million.
Net financial items
As a result of the described changes in finance income and finance cost, net financial items for the period ended 31
March 2019 were NOK 36.9 million compared to NOK 5.2 million for the same period in 2018.
Profit/loss before income tax
As a result of the foregoing, the Company had a profit before income tax of NOK 138.3 million for the period ended 31
March 2019 compared to a loss of NOK 13.3 million for the same period in 2018.
Income taxes
Income taxes for the period ended 31 March 2019 were NOK 135 million compared to tax income of NOK 12.8 million
for the period ended 31 March 2018. The tax income is due to the tax rules for Oil-exploration companies operating on
the Norwegian Continental Shelf under which these companies can claim a 78% refund of their exploration costs, limited
to taxable losses for the year. The effective tax rate was 98% for the period ended 31 March 2019 compared to 96% for
the period ended 31 March 2018. The high tax rate in Q1 2019 was caused by impairment of technical goodwill which
does not carry deferred tax and effect of financial items which is taxed at a lower rate than 78%. The effect of uplift
resulted in an offsetting effect in Q1 2019. In Q1 2018 the high tax rate was mainly due to the effect of uplift.
Net profit/loss
As a result of the foregoing, the Company had a net profit of NOK 3.4 million for the period ended 31 March 2019
compared to a net loss of NOK 0.5 million for the period ended 31 March 2018.
EBITDA
The Company had an EBITDA of NOK 413.0 million for the period ended 31 March 2019 compared to an EBITDA loss of
NOK 12.6 million for the period ended 31 March 2018.The increased EBITDA was mainly driven by higher revenues from
crude oil and gas sales in Q1 2019 compared to Q1 2018.
Total comprehensive income
As a result of the foregoing, the Company had a total comprehensive income of NOK 3.4 million for the period ended 31
March 2019 compared to a total comprehensive loss of NOK 0.5 million for the same period in 2018.
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11.5.3

Year ended 31 December 2018 compared to year ended 31 December 2017

The table below sets out the Company's financial information (IFRS) for the year ended 31 December 2018 and 2017.
Comments on changes are based on a comparison between 2018 restated (unaudited) numbers and 2017 numbers.

2018 restated
(unaudited)

2018

2017

Revenues from crude oil and gas sales

149 761

149 761

38 429

YME compensation contract breach

115 000

115 000

0

44 326

88 747

5 007

309 087

353 508

43 435

Production expenses

-96 714

-18 347

-7 654

Changes in over/underlift positions and production inventory

133 318

-

0

Exploration expenses

-74 782

-74 782

-28 710

Amounts in NOK `000

Other operating income
Total operating income

Depreciation, depletion and amortization

-100 066

-57 297

-18 025

Employee benefit expenses

-34 183

-34 183

-11 707

Other operating expenses

-87 899

-87 899

-33 128

-260 326

-272 509

-99 223

48 761

80 999

-55 788

Total operating expenses
Profit / loss (-) from operating activities
Finance income

17 300

17 300

2 392

-366 263

-366 263

-27 098

Net financial items

-348 963

-348 963

-24 706

Profit / loss (-) before income tax

-300 202

-267 964

-80 494

Finance costs

Income taxes
Net profit / loss (-)

144 488

119 342

68 780

-155 715

-148 622

-11 714

-

-

-

-155 715

-148 622

-11 714

Other comprehensive income:
Total other comprehensive income

Total comprehensive income / loss (-)

Revenues from crude oil and gas sales
Revenues from crude oil and gas sales for the year ended 31 December 2018 were NOK 149.8 million, up from NOK
38.4 million for the year ended 31 December 2017. The increase in revenues from crude oil and gas sales was mainly
due to the acquisition of Draugen and Gjøa.
YME compensation contract breach
On 11 March 2013 Repsol Norge AS as operator for and on behalf of the Yme participating interest holders entered into
a settlement agreement with Single Buoy Moorings Inc (“SBM”) terminating the Yme MOPUstor project for a settlement
contribution by SBM to the Yme participating interest holders, including termination of the existing agreements
hereunder releasing SBM from its delivery obligation related to fabrication and lease of production facilities to be applied
at the Yme field, terminating arbitration proceedings and decommissioning of the Yme MOPU. As part of this settlement
the parties agreed in that if SBM were to receive any future claim recoveries under its CAR insurance relating to the Yme
project, an amount equal to 50% of SBM’s net recovery (after deductions for expenses and legal costs) shall be paid by
SBM to the Yme partners.
On 10 September 2018 SBM announced full and final settlement of its insurance claim related to the Yme project, after
partial settlements had previous been announced by SBM on 17 July 2017, 11 August 2017 and 9 August 2018. NOK
115 million represents OKEA’s estimated share of this settlement.
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Other operating income
Other operating income for the year ended 31 December 2018 was NOK 44.3 million compared to NOK 5.0 million for
the year ended 31 December 2017. In 2017 the operating income consisted of underlift position of NOK 5.0 million
related to the Ivar Aasen field. Prior to Q1 2019 changes in overlift and underlift balances were valued at its net realizable
value and the change in over/underlift were included as “other income”). In 2018, following the restatement of the
accounting principle other income consist of a NOK 37.2 million gain from oil put options and NOK 7.1 million from sale
of 15% interest in PL038D Grevling to Chrysaor.
Total operating income
As a result of the foregoing, the total operating income for the year ended 2018 was NOK 309.1 million compared to
NOK 43.4 million for the year ended 2017.
Production expenses
Production expenses for the year ended 31 December 2018 were NOK 96.7 million compared to NOK 7.7 million for the
year ended 31 December 2017. The increase was mainly due to the acquisition of Draugen and Gjøa and increased
production on the Ivar Aasen field.
Changes in over/underlift positions and production inventory
Changes in over/underlift positions and production inventory amounted to NOK 133.3 million for the year ended 31
December 2018 following restatement of the accounting principle for over/underlift.
Exploration expenses
Exploration expenses for the year ended 31 December 2018 were NOK 74.8 million compared to NOK 28.7 million for
the year ended 31 December 2017. Share of exploration expenses from participation in Production Licences increased
from 23.8 million for the year ended 31 December 2017 to NOK 44.5 million for the year ended 31 December 2018,
while OKEA specific seismic and other exploration expenses increased from NOK 5 million for the year ended 31
December 2017 to NOK 30.3 million for the year ended 31 December 2018. In both 2017 and 2018 the exploration
expenses mainly relate to Grevling, with a higher activity in 2018 than in 2017.
Depreciation, depletion and amortization
Depreciation, depletion and amortization for the year ended 31 December 2018 was NOK 100.1 million compared to
NOK 18 million for the year ended 31 December 2017. The increase from year ended 31 December 2017 to year ended
31 December 2018 was primarily due to the acquisition of Draugen and Gjøa.
Employee benefits expenses
Employee benefits expenses for the year ended 31 December 2018 were NOK 34.2 million compared to NOK 11.7 million
for the year ended 31 December 2017. The increase from year ended 2017 to year ended 2018 follows from increased
number of employees during 2018.
Other operating expenses
Other operating expenses for the year ended 31 December 2018 were NOK 87.9 million compared to NOK 33.1 million
for the year ended 31 December 2017. The increase in other operating expenses was mainly due to an increase in
technical consultancy expenses, which for 2018 related to IT and consultant services in connection with set-up of
operatorship on Draugen. A major part of the expenses have been charged to the licence.
Total operating expenses
As a result of the foregoing, the total operating expenses for the year ended 31 December 2018 were NOK 260.3 million
compared to NOK 99.2 million for the year ended 31 December 2017.
Production expense per barrel of oil equivalent
Boe produced in 2018 was 814 681 and production expense per boe amounts to NOK 119. Boe produced in 2017 was
106 598 and production expense per boe amounts to NOK 72.
Profit/loss from operating activities
As a result of the foregoing, the Company’s profit from operating activities for the year ended 31 December 2018 was
NOK 48.8 million compared to a loss from operating activities of NOK 55.8 million for the year ended 31 December 2017.
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Finance income
Finance income for the year ended 31 December 2018 was NOK 17.3 million compared to NOK 2.4 million for the year
ended 31 December 2017. The increase in finance income is mainly due to increased interest income due to increase in
cash and cash equivalents primarily from the issue of bonds and shares in 2018 and unwinding of discount asset
retirement receivable of NOK 8.2 million.
Finance costs
Finance costs for the year ended 31 December 2018 were NOK 366.3 million compared to NOK 27.1 million for the year
ended 31 December 2017. The increase in finance costs is primarily due to the increased interest expense of NOK 147.0
million following the bond loan issued to finance the acquisition of Draugen and Gjøa and unwinding of discount asset
retirement obligation of NOK 12.3 million. In addition, exchange rate loss increased significantly for the year ended 31
December 2018 with NOK 148 million compared to the year ended 2017.
Net financial items
As a result of the described changes in finance income and finance cost, net financial items for the year ended 31
December 2018 were NOK 349.0 million compared to NOK 24.7 million for the year ended 31 December 2017.
Profit/loss before income tax
As a result of the foregoing, the Company had a loss before income tax of NOK 300 million for the year ended 31
December 2018 compared to a loss of NOK 80.5 million for the year ended 31 December 2017.
Income taxes
Income taxes for the year ended 31 December 2018 were NOK 144.5 million (income) compared to NOK 68.8 million
(income) for the year ended 31 December 2017. The tax income is due to the tax rules for Oil-exploration companies
operating on the Norwegian Continental Shelf under which these companies can claim a 78% refund of their exploration
costs, limited to taxable losses for the year. The increase in income taxes follows from the increased activities, mainly
as a consequence of the acquisition of Draugen and Gjøa.
Net profit/loss
As a result of the foregoing, the Company had a net loss of NOK 155.7 million for the year ended 31 December 2018
compared to a net loss of NOK 11.7 million for the year ended 31 December 2017.
EBITDA
The Company had an EBITDA of NOK 148.8 million for the year ended 31 December 2018 compared to an EBITDA loss
of NOK 37.8 million for the year ended 31 December 2017. The acquisition of Draugen and Gjøa was completed on 30
November 2018. Further, other operating income was positively impacted by the NOK 115 million compensation received
through the participation in Yme.
Total comprehensive loss
As a result of the foregoing, the Company had a total comprehensive loss of NOK 155.7 million for the year ended 31
December 2018 compared to a total comprehensive loss of NOK 11.7 million for the year ended 31 December 2017
11.5.4

Year ended 31 December 2017 compared to year ended 31 December 2016

The Table below sets out the Company's financial information (IFRS) for the year ended 31 December 2017 and 2016.

Amounts in NOK `000

2017

Revenues from crude oil and gas sales
Other operating income
Total operating income
Production expenses

2016

38 429

-

5 007

494

43 435

494

-7 654

-148

Exploration expenses

-28 710

-547

Depreciation, depletion and amortization

-18 025

-178

Employee benefits expenses

-11 707

-13 772

Other operating expenses
Total operating expenses
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-33 128

-14 281

-99 223

-28 926

Profit / loss (-) from operating activities

-55 788

Finance income

-28 432

2 392

2 460

-27 098

-5 334

Net financial items

-24 706

-2 874

Profit / loss (-) before income tax

-80 494

-31 307

Finance costs

Income taxes
Net profit / loss (-)

68 780

25 648

-11 714

-5 659

-

-

-11 714

-5 659

Other comprehensive income:
Total other comprehensive income
Total comprehensive income / loss (-)

Revenues from crude oil and gas sales
Revenues from crude oil and gas sales for the year ended 31 December 2017 were NOK 38.4 million. These revenues
were generated through production at the Ivar Aasen field. The Company did not have revenues from crude oil and gas
sales for the year ended 31 December 2016.
Other operating income
Other operating income for the year ended 31 December 2017 were NOK 5 million compared to NOK 0.5 million for the
year ended 31 December 2016. In 2017 other operating income came from an underlift position of NOK 5.0 million
related to the Ivar Aasen field. Prior to Q1 2019 changes in overlift and underlift balances has been valued at its net
realizable value and the change in over/underlift has been included as “other operating income”.
Total operating income
As a result of the foregoing, the total operating income for the year ended 31 December 2017 was NOK 43.4 million
compared to NOK 0.5 million for the year ended 31 December 2016.
Production expenses
Production expenses for the year ended 31 December 2017 were NOK 7.7 million compared to NOK 0.1 million for the
year ended 31 December 2016. Production expenses in 2017 relates to the Company´s share of expenses incurred at
the Ivar Aasen field.
Exploration expenses
Exploration expenses for the year ended 31 December 2017 were NOK 28.7 million compared to NOK 0.5 million for the
year ended 31 December 2016. Exploration expenses in 2017 relates to NOK 23.8 million in share of exploration
expenses from participation in Production Licences and NOK 4.9 million in OKEA specific seismic and other exploration
expenses. The 2017 exploration expenses are mainly related to the Grevling field.
Depreciation, depletion and amortization
Depreciation, depletion and amortization for the year ended 31 December 2017 was NOK 18 million compared to NOK
0.2 million for the year ended 2016. Depreciation, depletion and amortization in 2017 relates to the oil and gas properties
on the Ivar Aasen field that was put into production during 2017.
Employee benefits expenses
Employee benefits expenses for the year ended 31 December 2017 were NOK 11.7 million compared to NOK 13.8 million
for the year ended 2016. In 2017 26 man-years were employed compared to 17 man-years in 2016. The decrease in
employee benefit expenses from 2017 to 2016 relate to NOK 14.9 million being charged to Production Licences in 2017
reducing employee benefit expense, as opposed to nil charge to Production Licences in 2016.
Other operating expenses
Other operating expenses for the year ended 31 December 2017 were NOK 33.1 million compared to NOK 14.3 million
for the year ended 2016. The increase was mainly due to NOK 54.3 million other expenses reclassified to oil and gas
properties under development in 2016 reducing expenses as opposed to a reclassification of NOK 2.1 million in 2017.
The expenses reclassified in 2016 mainly relate to technical consultants which amount to NOK 51.4 million in 2016
compared to NOK 12.1 million in 2017. The technical consultants in 2016 mainly relate to the Yme field, as OKEA was
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the planned operator on the field. However in 2017 it was decided that Repsol would be the operator on the field and
the consultant expense decreased.
Total operating expenses
As a result of the foregoing, the total operating expenses for the year ended 31 December 2017 were NOK 99.2 million
compared to NOK 28.9 million for the year ended 31 December 2016.
Production expenses per barrel of oil equivalent
Boe produced in 2017 was 106 598 and production expenses per boe amounts to NOK 762. All boe was produced from
the Ivar Aasen field. The change in boe production explains the significant change in operating expenses.
Profit/loss from operating activities
As a result of the foregoing, the Company’s loss from operating activities for the year ended 31 December 2017 was
NOK 55.8 million compared to a loss of NOK 28.4 million for the year ended 31 December 2016.
Finance income
Finance income for the year ended 31 December 2017 was NOK 2.4 million compared to NOK 2.5 million for the year
ended 31 December 2016.
Finance cost
Finance cost for the year ended 31 December 2017 was NOK 27.1 million compared to NOK 5.3 million for the year
ended 31 December 2016. Finance cost for 2017 mainly consist of interest expense on bond loan of NOK 10.1 million
related to the secured bond loan entered into in November 2017, exchange rate loss of NOK 8.2 million, and unwinding
of discount asset retirement obligations of NOK 6 million related to the Ivar Aasen field.
Net financial items
As a result of the described changes in finance income and finance cost, net financial items for the year ended 31
December 2017 were NOK -24.7 million compared to NOK -2.9 million for the year ended 31 December 2016.
Profit/loss before income tax
As a result of the foregoing, the Company had a loss before income tax of NOK 80.5 million for the year ended 31
December 2017 compared to a loss of NOK 31.3 million for the year ended 31 December 2016.
Income taxes
Income taxes for the year ended 31 December 2017 were NOK 68.8 million (income) compared to NOK 25.6 million
(income) for the year ended 31 December 2016. The tax income is due to the tax rules for Oil-exploration companies
operating on the Norwegian Continental Shelf under which these companies can claim a 78% refund of their exploration
costs, limited to taxable losses for the year. Higher activity in 2017 increased the income tax (income) in 2017 compared
to 2016.
Net profit/loss
As a result of the foregoing, the Company had a net loss of NOK 11.7 million for the year ended 31 December 2017
compared to a net loss of NOK 5.7 million for the year ended 31 December 2016.
EBITDA
The Company had an EBITDA loss of NOK 37.8 million for the year ended 31 December 2017 compared to an EBITDA
loss of NOK 28.3 million for the year ended 31 December 2016.
Total comprehensive loss
As a result of the foregoing, the Company had a total comprehensive loss of NOK 11.7 million for the year ended 31
December 2017 compared to a total comprehensive loss of NOK 5.7 million for the year ended 31 December 2016.
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11.6

Statement of financial position

11.6.1

Introduction

The Company’s total assets has increased significantly due to the acquisition of Draugen and Gjøa, as well as investments
in the Yme Field Development. Total assets amounted to NOK 10,301.0 as of 31 March 2019 compared to NOK 10,021.9
million as of 31 December, 2018. Total assets amounted to NOK 1,833.1 million as of 31 December, 2017.
The operations of the Company are financed through equity and bond loans. The Draugen and Gjøa assets were financed
with new equity and a new bond loan. The Company carried out three share issues in 2018, with net proceeds of NOK
1,137 million. Most of this was related to the acquisition of Draugen and Gjøa. In June 2018 the company issued its
second bond, OKEA 02, with USD 180 million in proceeds.
As of 31 March 2019, total equity amounted to NOK 1,460.1 million. As of 31 December, 2018, total equity amounted
to NOK 1,456.3 million compared to NOK 473.8 million as of 31 December, 2017. Total liabilities amounted to NOK
8 840.9 million at 31 March 2019, compared to NOK 8,565.6 million as of 31 December, 2018 and NOK 1,359.3 million
as of 31 December 2017.
11.6.2

Period ended 31 March 2019 compared to period ended 31 March 2018

The table below sets out the Company's statement of financial position information (IFRS) for the period ended 31 March
2019 and 2018.

31.03.2019
(unaudited)

Amounts in NOK `000
ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets
Oil and gas properties
Buildings
Furniture, fixtures and office equipment
Right-of-use assets

31.12.2018
restated
(unaudited)

-

-

1 436 072

1 472 428

9 320

6 324

3 991 123

4 022 321

91 344

92 051

7 511

3 407

189 541

-

2 778 951

2 754 237

8 503 863

8 351 218

Trade and other receivables

840 921

912 159

Spare parts, equipment and inventory

228 154

315 500

Restricted cash

142 123

48 327

Cash and cash equivalents

585 949

394 670

1 797 146

1 670 656

10 301 010

10 021 874

Other financial non-current assets
Total non-current assets
Current assets

Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES
Equity
Share capital
Share premium
Other paid in capital

8 220

8 220

1 624 104

1 624 104

1 754

1 361

Unregistered share capital
Accumulated loss
Total equity

-174 015

-177 381

1 460 064

1 456 304

3 888 000

3 859 308

Non-current liabilities
Provisions
Lease liability

144 034

Deferred tax liabilities
Interest-bearing loans and borrowings
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886 005

861 636

2 505 875

2 528 589

Total non-current liabilities

7 423 915

7 249 534

1 086 437

1 145 923

265 720

155 722

Current liabilities
Trade and other payables
Income tax payable
Lease liability – current
Shareholder loan
Public dues payable
Provisions, current

45 544

-

1 141

1 141

15 311

9 840

2 878

3 410

Total current liabilities

1 417 031

1 316 036

Total liabilities

8 840 946

8 565 570

10 301 010

10 021 874

TOTAL EQUITY AND LIABILITIES

Total assets
As of 31 March 2019 total assets were NOK 10,301.0 million, slightly up from NOK 10, 021.9 million for the year ended
31 December 2018.
Goodwill amounted to NOK 1,436.1 million per 31 March 2019 compared to NOK 1,472.4 million per 31 December 2018
and the reduction is caused by impairment of technical goodwill in Q1 2019.
Right-of-use assets were recognised for the first time in Q1 2019 quarter caused by implementation of IFRS 16, at a net
value of NOK 190 million and the corresponding Lease liability under non-current liabilities and current liabilities
amounted to NOK 190 million.
Cash and cash equivalents amounted to NOK 586.0 million per 31 March 2019 compared to NOK 394.7 million per 31
December 2018. Restricted cash for the same periods was NOK 142 million and NOK 48 million, and was related to the
bond loans as described in the Annual Report 2018.
Spare parts, equipment and inventory amounted to NOK 228.0 million per 31 March 2019 compared to 316.0 million
per 31 December 2018 and the reduction was mainly caused by realization of oil inventory at Draugen in the first quarter
that was acquired and measured at fair market value as part of the Shell transaction in 2018.
Total equity
As of 31 March 2019, total equity was NOK 1,460.1 million compared to NOK 1,456.3 million as of 31 December 2018.
Total non-current liabilities
As of 31 March 2019, total non-current liabilities were NOK 7, 423.9 million compared to NOK 7,249.5 million as of 31
December 2018.
Provisions amounted to NOK 3,888.0 million per 31 March 2019 compared to NOK 3,859.3 million per 31 December
2018 and increased due to unwinding of discount of asset retirement obligations.
Interest-bearing loans and borrowings were NOK 2, 505.9 million per 31 March 2019 compared to NOK 2,528.6 million
per 31 December 2018 and decreased due to movement in the USD/NOK exchange rate.
Lease liability effect from application of the new accounting standard on Leasing, IFRS 16, is split into non-current and
current liability. NOK 144.0 million and NOK 46.0 million, respectively.
Total current liabilities
As of 31 March 2019, total current liabilities were NOK 1,417.0 million compared to NOK 1,316.0 million as of 31
December 2018.
Trade and other payables amounted to NOK 1,086.4 million per 31 March 2019 compared to NOK 1,145.9 million per
31 December 2018 and decreased mainly because of reduction in accrued consideration from acquisitions of interests in
licenses and other accrued expenses. Accrued consideration from acquisitions of interest in licenses amounts to NOK
164.8 million per 31 March 2019, compared to NOK 204.8 million per 31 December 2018. The amount is related to the
acquisition of a 44.56% interest in Draugen and a 12% interest in Gjøa with A/S Norske Shell in 2018. The review of
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the final completion statement prepared by seller is still ongoing. There is uncertainty associated with this estimate, but
the company does not expect the amount to increase.
11.6.3

Year ended 31 December 2018 compared to year ended 31 December 2017

The table below sets out the Company's statement of financial position information (IFRS) for the year ended 31
December 2018 and 2017. Comments on changes are based on a comparison between 2018 restated (unaudited)
numbers and 2017 numbers.

Amounts in NOK `000

31.12.2018
restated (unaudited)

31.12.2018

31.12.2017

-

-

85 091

1 472 428

1 472 428

8 057

6 324

6 324

5 752

4 022 321

4 022 321

676 378

92 501

92 501

-

ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets
Oil and gas properties
Buildings
Furniture, fixtures and office equipment

3 407

3 407

217

2 754 237

2 754 237

-

8 351 218

8 351 218

775 495

Trade and other receivables

912 159

944 397

120 207

Spareparts, equipment and inventory

315 500

315 500

-

Other financial non-current assets
Total non-current assets

Current assets

Restricted cash
Cash and cash equivalents
Total current assets
TOTAL ASSETS

48 327

48 327

907 799

394 670

394 670

29 609

1 670 656

1 702 895

1 057 615

10 021 874

10 054 113

1 833 110

8 220

8 220

24 738

1 624 104

1 624 104

470 755

1 361

1 361

-

-

-

-

EQUITY AND LIABILITIES
Equity
Share capital
Share premium
Other paid in capital
Unregistered share capital
Accumulated loss
Total equity

-177 381

-170 289

-21 667

1 456 304

1 463 396

473 827

3 859 308

3 859 308

319 668

Non-current liabilities
Provisions
Deferred tax liabilities

861 636

886 782

-

2 528 589

2 528 589

963 312

7 249 534

7 274 680

1 282 979

1 145 923

1 145 923

66 013

155 722

155 722

-

Shareholder loan

1 141

1 141

1 141

Public dues payable

9 840

9 840

3 596

Provisions, current

3 410

3 410

5 554

Interest-bearing loans and borrowings
Total non-current liabilities

Current liabilities
Trade and other payables
Income tax payable

103

Total current liabilities

1 316 036

1 316 036

76 304

Total liabilities

8 565 570

8 590 716

1 359 283

10 021 874

10 054 113

1 833 110

TOTAL EQUITY AND LIABILITIES

Total assets
As of 31 December, 2018, total assets were NOK 10,021.9 million, up from NOK 1,833.1 million as of 31 December
2017. The significant increase in the Company’s total assets is mainly due to the acquisition of the Draugen and Gjøa
assets, as well as investment in Yme Field Development.
As a consequence of the acquisition of Draugen and Gjøa oil and gas properties increased by NOK 3,141.9 million. As
part of the Acquisition the parties have agreed that the seller shall cover 80% of the costs of decommissioning, plugging
and abandonment of the acquired oilfields at the time of cease of production limited to an agreed cap and in the purchase
price allocation and a receivable on A/S Norske Shell of NOK 2,746.0 million has been recorded. The receivable is included
in the statement of financial position line item other financial non -current assets. Goodwill acquired through the
acquisition amounts to NOK 1,464.4 million, consisting of synergies expected from acquiring the Draugen organization,
and goodwill arising as a consequence of the requirement to recognize deferred tax for the differences between the
assigned fair values. The purchase price allocation is preliminary.
Further in 2018 investments in the Yme Field Development amounted to NOK 361.5 million. Inventory increased by NOK
188.7 million, while spare parts and equipment increased by 126.8 million following the acquisition of Draugen and Gjøa.
The cash balance increased by NOK 365 million in 2018.Total equity
As of 31 December, 2018, total equity was NOK 1,456.3 million compared to NOK 473.8 million as of 31 December
2017. The Company carried out three share issues in 2018, with net proceeds of NOK 1,137 million. The net loss in 2018
was NOK 155.7 million.
Total non-current liabilities
As of 31 December, 2018, total non-current liabilities were NOK 7,249.5 million compared to NOK 1,283 million as of 31
December, 2017. NOK 3,539.3 million of the increase is related to an increase in asset retirement obligation incurred as
part of the acquisition of the Draugen and Gjøa fields. Further NOK 1,563.9 million of the increase is related to a new
USD 180 million secured bond loan issued in June 2019. The remaining increase of NOK 861.6 million relates to deferred
tax liabilities, as opposed to a deferred tax asset in 2017.
Total current liabilities
As of 31 December, 2018, total current liabilities were NOK 1,316.0 million compared to NOK 76.3 million as of 31
December, 2017. As of 31 December, 2018 trade and other payables amounts to NOK 1,145.9 million and income tax
payable amounts to NOK 155.7 million. Trade and other payables mainly consist of working capital joint operations of
NOK 447.0 million, accrued consideration from acquisitions of interests in Production Licences of NOK 204.8 million, and
other accrued expenses of 275.5 million.
11.6.4

Year ended 31 December 2017 compared to year ended 31 December 2016

The Table below sets out the Company's financial information (IFRS) for the year ended 31 December 2017 and 2016.
Amounts in NOK `000

31.12.2017

31.12.2016

85 091

37 031

8 057

8 057

ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets
Oil and gas properties
Buildings
Furniture, fixtures and office equipment
Other financial non-current assets
Total non-current assets
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5 752

4 752

676 378

512 923

-

-

217

224

-

-

775 495

562 987

Current assets
Trade and other receivables
Spare parts, equipment and inventory
Restricted cash

120 207

105 561

-

-

907 799

-

29 609

37 889

Total current assets

1 057 615

143 450

TOTAL ASSETS

1 833 110

706 437

Cash and cash equivalents

EQUITY AND LIABILITIES
Equity
Share capital
Share premium

24 738

11 337

470 755

216 125

Other paid in capital

-

-

Unregistered share capital

-

146 968

Accumulated loss
Total equity

-21 667

-9 953

473 827

364 477

319 668

202 466

-

-

Non-current liabilities
Provisions
Deferred tax liabilities
Interest-bearing loans and borrowings
Total non-current liabilities

963 312

-

1 282 979

202 466

66 013

25 899

Current liabilities
Trade and other payables
Income tax payable

-

-

Shareholder loan

1 141

20 237

Public dues payable

3 596

17 285

Provisions, current

5 554

76 074

76 304

139 494

Total liabilities

1 359 283

341 960

TOTAL EQUITY AND LIABILITIES

1 833 110

706 437

Total current liabilities

Total assets
As of 31 December, 2017, total assets were NOK 1,833.1 million, up from NOK 706.4 million for the period ended 31
December 2016. The increase in the Company’s assets is mainly due to the restricted cash position of NOK 907.8 million
following the issue of a secured bond loan in November 2017 and further investments in oil and gas properties under
development of NOK 123.1 (the Yme field), and oil and gas properties in production of NOK 18.9 million(the Ivar Aasen
field).
Total equity
As of 31 December, 2017, total equity was NOK 473.8 million compared to NOK 364.5 million as of 31 December, 2016.
In 2017 the Company issued new shares increasing equity by NOK 121.1 million. Net loss for 2017 was to NOK 11.7
million.
Total non-current liabilities
As of 31 December, 2017, total non-current liabilities were NOK 1,283.0 million compared to NOK 202.5 million as of 31
December, 2016. The increase was mainly due to increase in interest-bearing loans and borrowings of NOK 963.3 million
as the Company entered into a secured bond loan of USD 120 million in November 2017 to fund the Yme development.
Further provisions increased in total by NOK 117.2 million in 2017 primarily due to an increased asset retirement
obligation for of NOK 107.2 million for the field Ivar Aasen.
Total current liabilities
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As of 31 December, 2017, total current liabilities were NOK 76.3 million compared to NOK 139.5 million as of 31
December, 2016. The decrease was mainly due to the settlement of shareholder loan and decrease in current provisions.

11.7

Liquidity and capital resources

11.7.1

General

The Company’s primary sources of liquidity in 2018 has been net proceeds from the issue of bond loans and shares. In
addition net cash flow from operating activities was NOK 235.4 million. As of 31 March 2019 the Company had an
unrestricted cash balance of NOK 585.9 million compared to NOK 394.7 million as of 31 December 2018 and compared
to NOK 29.6 million as at 31 December, 2017. As at March 31, 2019, as adjusted to give effect to the completion of the
Offering on the basis of the assumptions as described under Section 9.1 “Capitalisation and Indebtedness – Introduction”
(after deduction of commission and estimated issuance costs and expenses related to the Offering), the Company would
have had an unrestricted cash balance of NOK 1,204.9 million.
The Company has two secured bond loans. In November 2017 the Company entered into a USD 120.0 million secured
bond loan with maturity date for the entire loan in November 2020. Interest rate is fixed at 7.5% p.a. with half-yearly
interest payments. In June 2018, the Company entered into a USD 180.0 million secured bond loan with maturity date
for the entire loan in June 2023. The interest rate is 3-month LIBOR plus 6.5% p.a. with quarterly interest payments.
The net proceeds from the bond issue was converted into NOK and placed on an escrow account until released when the
equity financing of the acquisition was completed. The bond loans have security in all major assets of the Company. The
bond agreements put certain restrictions on dividend payments and capital reductions, and have financial covenants
with Minimum Liquidity and Capital Employed Ratio, in respect to requirements with respect to equity increases, ref.
Section 11.7.3.
The issue of additional bonds is allowed under the bond agreement.
The Company has a NOK 300 million exploration facility agreement with SEB and SMN. This facility has been unavailable
since end 2018, but has not formally been terminated. The Company will consider to terminate the agreement.
The Company has carried out three share issues in 2018, with net proceeds of NOK 1 137.0 million.
As of 31 December 2018 the Company has NOK 394.7 million in cash, of which NOK 5.8 million is restricted for employee
taxes. In addition the Company has NOK 48.3 million in restricted cash in an escrow account. The Company’s approach
to managing liquidity risk is to ensure that it will always have sufficient liquidity to meet its financial liabilities as they
fall due without incurring unacceptable losses or risking damage to the Company’s reputation.
As of 31 March 2019 the Company has NOK 585.9 million in cash, of which NOK 8.4 million is restricted for employee
taxes. In addition the Company has NOK 142.1 million in restricted cash in an escrow account.
The Company’s exposure to interest rate risk is related to the bond loan OKEA02, with floating interest rate conditions
of 3 month LIBOR plus 6.5% p.a. The Company has no other interest-bearing borrowings with floating interest rate
conditions. The bond loan OKEA01 has fixed interest rate at 7.5% p.a.
The Company is exposed to foreign exchange rate risk related to the value of NOK relative to other currencies, mainly
due to oil sales in USD, operational costs in USD and development costs in USD. The Company has from 2018 started
using derivative financial instruments (put options) to manage certain exposures to fluctuations in foreign exchange
rates. At 31 December 2018 the Company is exposed to exchange rate risk mainly due to bank deposits and bond loans
in USD.
Based on cash balances and the current structure and terms of the Company’s debt, the Company believes it has
adequate liquidity to support its operation and investment program.
11.7.2

Cash flows

The following tables’ present selected cash flow information for the Company for the years ended 31 December 2018,
2017 and 2016, and also for the period ended 31 March 2019 and 2018. The figures are extracted from the 2018 and
2017 Financial Statements and from the Q1 2019 quarterly report.
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Selected cash flow information for the period ended 31 March 2019 compared to the year ended 31 March 2018
Q1 2019
(unaudited)

Amounts in NOK `000

Q1 2018 restated
(unaudited)

Net cash flow from / used in (-) operating activities

494 024

-13 966

Net cash flow from / used in (-) investing activities

-266 332

1 800

Net cash flow from / used in (-) financing activities

-36 413

103 787

Net increase/ decrease (-) in cash and cash equivalents

191 278

91 621

Cash and cash equivalents at the beginning of the period

394 670

29 609

Cash and cash equivalents at the end of the period

585 949

121 230

142 123

859 633

728 071

980 862

Restricted cash at the end of the period

Restricted and unrestricted cash at the end of the period

Net cash used in operating activities
Net cash flow from operating activities was NOK 494.0 million for the period ended 31 March 2019, compared to net
cash flow used in operating activities of NOK 14.0 million for the period ended 31 March 2018. The change was mainly
caused by the acquired assets Draugen and Gjøa which OKEA had for the first full quarter.
Net cash used in investing activities
Net cash flow used in investing activities was NOK 266.3 million for the period ended 31 March 2018, compared to net
cash flow from investing activities of NOK 1.8 million for the year ended 31 March 2018. The decrease in net cash flow
from investing activities was mainly investments in oil and gas properties which were related to the YME New
Development and modification project on Draugen.
Net cash from financing activities
Net cash flow used in financing activities was NOK 36.4 million for the period ended 31 March 2019, compared to net
cash flow from financing activities of NOK 103.8 million for the period ended 31 March 2018. The decrease in net cash
flow from financing activities is reflecting interest paid in Q1 2019 and net proceeds from share issues in Q1 2018.
Net cash position
The cash position decreased to NOK 728.1 million as at 31 March 2019 compared to NOK 980.9 million as 31 March
2018.
Selected cash flow information for the year ended 31 December 2018 compared to the year ended 31 December 2017
2018 restated
(unaudited)

2018

2017

Net cash flow from / used in (-) operating activities

235 428

235 428

-37 278

Net cash flow from / used in (-) investing activities

-2 257 043

-2 257 043

-1 031 897

Net cash flow from / used in (-) financing activities

2 386 677

2 386 677

1 060 895

365 062

365 062

-8 280

Amounts in NOK `000

Net increase/ decrease (-) in cash and cash equivalents
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Cash and cash equivalents at the beginning of the period

29 609

29 609

37 889

Cash and cash equivalents at the end of the period

394 670

394 670

29 609

48 327

48 327

907 799

442 997

442 997

937 408

Restricted cash at the end of the period
Restricted and unrestricted cash at the end of the period

Net cash from (used in) operating activities
Net cash flow from operating activities was NOK 235.4 million for the year ended 31 December 2018, compared to net
negative cash flow used in operating activities of NOK 37.3 million for the year ended 31 December 2017. The main
positive cash flow effect in 2018 is related to change in trade and other payables whereas the cash flow effect is NOK
619.5 million higher than in 2017. The positive cash flow effect in 2018 is related to higher amount of trade and other
payables in 2018 compared to 2017 driven by increased working capital in joint operations/licenses, prepayments from
customer and other accrued expenses not yet paid. The positive cash flow effect from trade and other payables is offset
by a negative change in trade and other receivable and inventory where the cash flow effect is NOK 585.3 million lower
than in 2017. The negative change is mainly driven by increased inventory, and increased trade and other receivables.
Additionally a positive cash flow effect is attributed to other non-current items whereas the cash flow effect is 164.2
million higher than in 2017.
Net cash used in investing activities
Net cash flow used in investing activities was negative with NOK 2,257.0 million for the year ended 31 December 2018,
compared to negative NOK 1,031.9 million for the year ended 31 December 2017. The increase negative cash flow from
2017 to 2018 is mainly due to the cash outflow for the acquisition of Draugen and Gjøa of NOK 2,725.2 million and
increased investments in oil and gas properties of NOK 386.5 million in 2018, compared to NOK 123.1 million in 2017.
The increase is somewhat out weighted by release of restricted cash during 2018 of NOK 859.5 million.
Net cash from financing activities
Net cash flow from financing activities was NOK 2,386.7 million for the year ended 31 December 2018, compared to
NOK 1,060.9 million for the year ended 31 December 2017. The increase is mainly due to the increase in net proceeds
from the issue of bonds with a positive cash flow effect of 1,399.1 million in 2018, compared to NOK 961.4 million in
2017. Further net proceeds from shares issues increased with NOK 1,067.8 million in 2018 compared to 2017.
Net cash position
The cash position decreased to NOK 443 million as at 31 December 2018 compared to NOK 937.4 million as at 31
December 2017.
Selected cash flow information for the year ended 31 December 2017 compared to the year ended 31 December 2016

Amounts in NOK `000

2017

2016

Net cash flow from / used in (-) operating activities

-37 278

-14 115

Net cash flow from / used in (-) investing activities

-1 031 897

-329 406

Net cash flow from / used in (-) financing activities

1 060 895

372 666

-8 280

29 145

Net increase/ decrease (-) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

37 889

8 744

Cash and cash equivalents at the end of the period

29 609

37 889

Restricted cash at the end of the period

907 799

-

937 408

37 889

Restricted and unrestricted cash at the end of the period

Net cash used in operating activities
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Net cash flow used in operating activities was negative with NOK 37.3 million for the year ended 31 December 2017,
compared to negative with NOK 14.1 million for the year ended 31 December 2016. The increased negative cash flow
from 2016 to 2017 was mainly due to increased expenses in 2017 and a higher positive cash flow impact of change in
payables during 2016 compared to 2017.
Net cash used in investing activities
Net cash flow used in investing activities was negative with NOK 1 031.9 million for the year ended 31 December 2017,
compared to negative with NOK 329.4 million for the year ended 31 December 2017. The negative increase was mainly
due to increase in restricted cash of NOK 907.8 million following the bond issue in 2017. This was partially offset with
lower investment in oil and gas properties in 2017 of NOK 123.1 million compared to investments in 2016 of NOK 324.5
million.
Net cash from financing activities
Net cash flow from financing activities was NOK 1 060.9 million for the year ended 31 December 2017, compared to
NOK 372.6 million for the year ended 31 December 2016. The increase was mainly due to net proceeds from the bond
issued in November 2017 of NOK 961 million, offset partially by lower proceeds from intercompany borrowings on 2017
compared to 2016.
Net cash position
The cash position increased to NOK 937.4 million as at 31 December 2017 compared to NOK 37.9 million as at 31
December 2016.
11.7.3

Financing arrangements

The Company has two secured bond loans on issue, each providing the possibility to do a USD 30 million tap issue as
further described below.
On 14 November 2017, the Company entered into an agreement for a USD 120.0 million secured bond loan with a
maturity date for the entire loan in November 2020 ("Bond 01"), the terms of which have been updated through an
amendment and restatement agreement dated 30 October 2018 (the "Bond Agreement 01"). Interest rate is fixed at
7.5% per annum with half-yearly interest payments.
The agreement for the second bond loan was entered into on 27 June 2018 (the "Bond Agreement 02") for a USD
180.0 million secured bond loan with a maturity date for the entire loan in June 2023 ("Bond 02"). Interest rate is 3month LIBOR plus 6.5% per annum with quarterly interest payments.
The table below shows the maturity profile for the two bond loans and interests per 31 March 2019:

Amounts in NOK `000

2019

2020

Interest-bearing loans and borrowings

Interest payments
Total payable on loans and
borrowings

2021

2022

1 042 620

2023

1 563 930

214 518

218 713

140 517

140 517

70 258

214 518

1 261 333

140 517

140 517

1 634 188

The Company will use positive cash flow generated through operations to pay interest on the Bonds. In 2020 and 2023
the Company considers various alternatives including refinancing of the Bonds and the issue of additional shares to raise
sufficient funds to settle the bonds.
There is a USD 30 million tap issue on each of Bond 01 and Bond 02. OKEA may on one or more occasions issue tap
issue bonds in the minimum amount of USD 10 million. No tap issues under any loans have been executed to date.
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The net proceeds from Bond 01 tap issues are, pursuant to Bond Agreement 01, to be employed for the finance of
hydrocarbon asset acquisitions, finance Yme additional costs and refinance hydrocarbon asset development costs, as
such financing purposes are defined in Bond Agreement 01. Net proceeds from Bond 02 tap issues are, pursuant to Bond
Agreement 02, to be used for finance of hydrocarbon asset acquisitions, refinancing of hydrocarbon asset development
costs and for general corporate purposes. Net proceeds from the initial bond issues were converted to NOK, placed on
an escrow account and released to be employed for the purposes prescribed in the Bond Agreements, being funding of
the Yme development, Yme Production Licences and acquisition of the Draugen and Gjøa field interests.
Both bond loans provide security to the security agent over all major assets of the Company including Production Licence
pledges, factoring charge, account pledges, assignment of Yme share purchase agreement, assignment of the tax refund,
assignment of insurances, and escrow account pledge.
Both Bonds mature in full on their respective maturity dates at a price equal to 103% for Bond 01 and 100% for Bond
02 of the nominal amount. There is a call option in both Bonds for voluntary early redemption of the outstanding amounts
under the Bonds and a mandatory repurchase provision (put option) requiring OKEA to purchase some or all of the Bonds
held by the Company's bondholders upon the occurrence of certain events defined in the Bond Agreements. Such events
include a change of control of OKEA, an asset disposal event and a share disposal event (in which case OKEA would be
required to repurchase the Bonds at 101% of the nominal amount of the Bonds) or a constructive loss of any hydrocarbon
assets of the Company. Pursuant to the Bond Agreements, a change of control of OKEA is triggered if any person, other
than Okea Holdings Ltd. or Bangchak Corporation Public Company Limited (or any of their respective affiliates), or two
or more persons being under the same decisive influence or acting in concert, obtains decisive influence over OKEA.
OKEA has provided certain customary undertakings for such bond agreements including maintenance of the Company's
authorisations for the conduct of its business, compliance with laws, continuity of its business, corporate status, etc.
OKEA's specific covenants consist of, amongst other things:
a)

dividend restrictions, whereby OKEA must not declare or make any dividend payment, repurchase shares or
make any loans or other equity distributions or payments to its direct or indirect shareholders, whether in cash
or in kind other than upon the dates of occurrence of certain events as described in the Bond Agreements;

b)

restrictions on disposal of assets other than on terms set out in the Bond Agreements; and

c)

financial indebtedness restrictions, negative pledge and financial support restrictions.

Further, pursuant to the Bond Agreements, OKEA has undertaken to comply with the following financial covenants:
a)

OKEA shall at all times maintain a minimum Liquidity of USD 10,000,000;

b)

OKEA shall on each calculation date maintain a capital employed ratio not lower than 40% pursuant to Bond
Agreement 01 and 35% pursuant to Bond Agreement 02 (as ratios are defined in the Bond Agreements); and

c)

OKEA shall on each Calculation Date maintain a leverage ratio not exceeding 2:1.

OKEA has in 2019 placed an additional USD 10.9 million in escrow, which for purposes of calculation of one of the
financial covenants in the Company’s Bond loans will reduce total debt. The total amount in escrow after this payment
in 2019 is USD 16.2 million. During 2018 and at 31 December 2018 the Company was in compliance with the covenants
under the bond agreements.
In connection with the settlement for the Shell transaction, the funds from OKEA01 and OKEA02 were released to the
Company, without the condition for such release linked to new equity being registered having been fulfilled, against a
condition to have an amount standing to an escrow account of USD 5.3 million. The waiver given by the Nordic Trustee
originally set a deadline of 23 February 2019, now extended to 30 June 2019, to fulfil the requirements for the
registration of new equity being paid in to the Company.
Per 31 December 2018 the Company was in compliance with financial covenants;
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a)

Minimum liquidity was above USD 10,000,000

b)

Capital employed ratio was 40,1 % for both bonds combined

c)

Leverage ratio was 0.78

Okea will implement IFRS 16 Leases effective from 1 January 2019. The implementation of IFRS 16 will not impact
relevant covenants since pursuant to the bond agreements the accounting standards effective at the settlement date in
2018 will be the basis for covenant calculations.
The Company has carried out three share issues in 2018, with net proceeds of NOK 1,137.0 million.
Based on cash balances and the current structure and terms of the Company’s debt, the Company believes it has
adequate liquidity to support its operation and investment program.

11.8

Investments

The Company’s investing activities primarily relate to the acquisition of Production Licences and investments in field
development. Acquisitions of Production Licences is a part of the Company’s strategy of field development of sub-100
million boe fields, while field development is critical for further production on the Production Licences. In addition the
Company acquires interests in fields on the NCS.
Historical investments for the years 2016-2018 and first quarter 2019
During 2016, the Company acquired interests in Production Licenses related to three fields on the NCS. During 2017,
the Company increased its ownership in the Yme and Grevling fields. During 2018, two additional fields were acquired
from Shell; Draugen and Gjøa fields. The agreed purchase price for the Draugen and Gjøa fields was NOK 4,520 million.
Adjusted for interim period adjustments and working capital, the total consideration is estimated to be NOK 2,930 million.
OKEA is currently the operator of the Draugen field (producing field) and Grevling and Storskrymten fields (planning
phase).
The acquisition of Production Licences have been financed through share issuance and the Company’s two Bonds
described in Section 0.
Investment in field development is a major part of the Company’s operations. The investments consist of building
requisite operating facilities, drilling of production wells along with implementation of advanced technologies for the
extraction and exploitation of hydrocarbons with complex properties.
Cash flow from investments in exploration and evaluation assets are shown below in NOK million.

Investments in exploration and evaluation assets
2016

4.8

2017

1.0

2018 restated (unaudited)
Q1 2018 restated
(unaudited)

0.6

Q1 2019 (unaudited)

3.6

0

Capitalized exploration and evaluation assets in the balance sheet amounts to NOK 9.3 million per 31 March 2019,
compared to NOK 6.3 million, NOK 5.8 million and NOK 4.8 million per December 31 2018, December 31 2017 and
December 31 2016 respectively.
In Q1 2019 NOK 12.4 million was recognized as expenses in the income statement, compared to NOK 11.2 million in Q1
2018. In 2018, 2017 and 2016 exploration expenses of NOK 74.8 million, NOK 28.7 million and NOK 0.5 million were
recognized as expenses in the income statement.
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During 2018, two additional fields were acquired from Shell; Draugen and Gjøa fields. The acquisitions are accounted
for as business combinations. The agreed purchase price for the Draugen and Gjøa fields was NOK 4,520 million. Adjusted
for interim period adjustments and working capital, the total consideration is estimated to be NOK 2,930 million. The
cash flow from business combinations are shown below in NOK million.

Business combination
Cash paid
2016

0

2017

0

2018 restated (unaudited)

2,725.2

Q1 2018 restated (unaudited)

0

Q1 2019 (unaudited)

0

The difference between the total consideration for Draugen and Gjøa and the cash outflow reflected in the 2018
statement of cash flow represents deferred payments to be settled in 2019.
Goodwill from the business combination in 2018 amounts to 1,464.4 million, based on a preliminary purchase price
allocation.
Investments in oil and gas properties, as presented in the cash flow, amounted to NOK 164.8 million for the period
ended 31 March 2019 and NOK 46.4 million for the period ended 31 March 2018. Further investments in oil and gas
properties for the year ended 31 December 2018, 31 December 2017 and 31 December 2016 were NOK 386.5 million,
NOK 123.1 million and NOK 324.5 million respectively. The split between the fields is shown below in NOK million.

Yme

Ivar Aasen

Draugen

Gjøa

Total Investments
in oil and gas
properties

2016

198.3

126.2

324.5

2017
2018 restated
(unaudited)
Q1 2018
restated
(unaudited)

104.1

19.0

123.1

361.5

7.5

Q1 2019
(unaudited)

45.7

0.7

129.7

1.8

8.8

8.7

386.5
46.4

32.2

3.0

164.8

The total investments in exploration and evaluation assets, business combinations (cash paid) and investments in oil
and gas properties for Q1 2018, Q1 2019 and the years 2016-2018 is summarized in the cash flow for investing activities
as presented in the table below in NOK 000.

Cash flow from investing activities
Investment in exploration and evaluation assets

Q1 2019
(unaudited)

Q1 2018
restated
(unaudited)

2018
restated
(unaudited)

2017

2016

-3 588

-

-573

-999

-4 752

Business combination, cash paid
Investment in oil and gas properties

-

-

-2 725 220

-

-

-164 842

-46 366

-386 526

-123 099

-324 454

Investment in buildings
Investment in furniture, fixtures and office machines
Net investment in (-)/release of restricted cash
Net cash flow from / used in (-) investing activities

-

-

-1 001

-

-

4 105

-

-3 196

0

-200

-93 796

48 166

859 472

-907 799

-

-266 332

1 800

-2 257 043

-1 031 897

-329 406

Future investments for 2019 and going forward
The Company has planned future investments in the Production Licences; as at 31 March 2019, NOK 1,820 million for
the period 2019-2022 was planned for all fields combined. Refer to table below in showing the future investments per
field and per year in NOK million;
112

Ivar Aasen

Yme

Gjøa

Draugen

Sum

2019

8

387

12

219

626

2020

9

209

258

187

663

2021

1

168

236

58

464

2022

1

13

1

51

67

21

905

510

547

1820

All future development on Yme and Gjøa is committed for the period 2019-2022. In addition development in 2019 on
Draugen and Ivar Aasen is committed. Remaining investments are planned, but non- committed. In addition to the
future investments presented above two appraisal wells on Draugen, with total OKEA cost of NOK 149.3 million, has
been approved in April, increasing future commitments.
Per 31 March 2019 the Company has a cash and cash equivalent balance of NOK 585.9 million, an increase of NOK 191.3
million from 31 December 2018. The cash increase is generated through operations, NOK 494.0 million, and offset by
negative cash flow from investment activities, NOK 266.3 million, and negative cash flow from financing activities
(interest paid) of NOK 36.4 million. Future investments, settlement of bonds and accrued interests upon maturity will
be the primary cash outflow in the period up to 2023. The Company will use existing cash and cash equivalents and
positive cash flow generated through operations to fund investments and service debt. However, cash inflow from the
issue of Bond01 will be used for funding of the Yme development and Yme licences. Further, OKEA considers issuing
additional debt under the bond agreements, refinancing of the Bonds upon maturity and the issue of additional shares,
in addition to the planned offering as part of the initial public offering.
In Q1 2019 OKEA has taken over Shell’s 50% working interest and operatorship on Production Licence (PL) 958. Further,
in Q1 2019 OKEA was awarded a 60% working interest in (PL) 1003 Mistral. The Company has not performed any
business combinations in Q1 2019.
The Company has entered into operating leases for office facilities.
Operating expenses related to lease agreements accounted for as operating leases
Amounts in NOK `000

2018

Office facilities

3 485

Total

3 485

In addition the Company has entered into operating leases as an operator of the Draugen field for platform supply vessel
and associated ROV upgrade, together with office and warehouse Draugen.
Future minimum lease payments under non-cancellable lease agreements are shown in the table below;
Amounts in NOK `000

31.12.2018

Within 1 year

45 245

1 to 5 years

131 439

After 5 years

107 469

Total

284 154

Future lease payments related to leasing contracts entered into as an operator of the Draugen field are presented gross.
In addition to the lease commitments presented above the Company has entered into a service contract for CHC
helicopters at Draugen, and the Company has entered into a rig contract for the Yme field with commencement date
February 2020.

113

11.9

Critical accounting policies and estimates

The preparation of the financial statements according to IFRS requires management to make judgments, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates. Revisions to accounting estimates are recognised in the period
in which the estimates are revised and in any future periods affected.
Estimates and judgments are evaluated on a continuous basis, and are based on historical experiences and other factors
that are believed to be reasonable under the circumstances. OKEA makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition, seldom equal the actual outcome. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year are addressed below.
Impairment
The Company reviews whether its non-financial assets have suffered any impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An asset is written down to its recoverable
amount when the recoverable amount is lower than the carrying value of the asset. The recoverable amount is the higher
of fair value less expected cost to sell and value in use (present value based on the future use of the asset).
All impairment assessment calculations require a high degree of estimation, including assessments of the expected cash
flows from the cash generating unit and the estimation of applicable discount rates. Impairment testing requires longterm assumptions to be made concerning a number of economic factors such as future production levels, market
conditions, production expense, discount rates and political risk among others, in order to establish relevant future cash
flows. There is a high degree of reasoned judgement involved in establishing these assumptions, and in determining
other relevant factors.
Goodwill is tested for impairment annually. For the purpose of impairment testing, goodwill is allocated to cashgenerating unit (CGU), or groups of cash-generating units, that are expected to benefit from the synergies of the
business combination from which it arose. The appropriate allocation of goodwill requires management's judgment and
may impact the subsequent impairment charge significantly. The term “technical goodwill” is used to describe a category
of goodwill arising as an offsetting account to deferred tax recognised in business combinations. There are no specific
IFRS guidelines pertaining the allocation of technical goodwill, and management has therefore applied the general
guidelines for allocating goodwill for the purpose of impairment testing. In general, technical goodwill is allocated to CGU
level for impairment testing purposes, while residual goodwill may be allocated across all CGUs based on facts and
circumstances in the business combination. When performing the impairment test for technical goodwill, deferred tax
recognised in relation to the acquired Production Licences reduces the net carrying value prior to the impairment charges.
This is done to avoid an immediate impairment of all technical goodwill. When deferred tax from the initial recognition
decreases, more goodwill is as such exposed for impairment. Going forward, depreciation of values calculated in the
purchase price allocation will result in decreased deferred tax liability.
Fair value measurement
From time to time, the fair values of non-financial assets and liabilities are required to be determined, e.g. when the
entity acquires a business, determines allocation of purchase price in an asset deal or where an entity measures the
recoverable amount of an asset or CGU at fair value less cost to sell. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability. A fair value measurement of a non-financial asset takes into account a market participant's
ability to generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use. The Company uses valuation techniques that are
appropriate in the circumstances and for which sufficient data are available to measure fair value, maximizing the use
of relevant observable inputs and minimizing the use of unobservable inputs. The fair value of oil fields in production
and development phase is normally based on discounted cash flow models, where the determination of the different
input in the model requires significant judgment from management, as described in the section below regarding
impairment.
Asset Retirement Obligations
Production of oil and gas is subject to statutory requirements relating to decommissioning and removal once production
has ceased. Provisions to cover these future asset retirement obligations must be accrued for at the time the statutory
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requirement arises. The ultimate asset retirement obligations are uncertain and cost estimates can vary in response to
many factors including changes to relevant legal requirements, the emergence of new restoration techniques or
experience at other production sites. The expected timing and amount of expenditure can also change, for example, in
response the changes in reserves or changes in laws and regulations or their interpretation.
Yme compensation contract breach
Contingent assets are assessed continually to ensure that developments are appropriately reflected in the financial
statements. If it has become virtually certain that an inflow of economic benefits will arise, the asset and the related
income are recognised in the financial statements of the period in which the change occurs. If an inflow of economic
benefits has become probable, an entity discloses the contingent asset.
As at 31 December 2018, the Company determined that it was virtually certain that a contract breach settlement with
SBM relating to the Yme Production Licence would be obtained. As a result, OKEA has recognized an asset of NOK 115
million and recognized NOK 115 million as income in profit and loss, in its 2018 Financial Statement.

11.10

Significant changes

There have been no significant changes in the Company’s financial or trading position since 31 March 2019, except as
discussed in Section 11.4 “Recent developments and trends”.
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12

UNAUDITED PRO FORMA FINANCIAL INFORMATION

12.1

Background information

On 20 June 2018, OKEA AS entered into an agreement to acquire a 44.56% participating interest in the Draugen field,
a 12.0% participating interest in the Gjøa field and the office building “Råket” in Kristiansund from A/S Norske Shell (the
“Acquisition”). The agreed purchase price is NOK 4,520.0 million. Adjusted for interim period adjustments and working
capital, the total cash consideration is estimated to NOK 2,930.0 million. The Acquisition was completed on 30 November
2018 with an effective date on 1 January 2018.
The Acquisition was financed through the issuance of a USD 180.0 million secured bond loan in June 2018, in addition
to the proceeds of approx. NOK 1,033.0 million from the issuance of new share capital through two private placements
completed in October and November 2018. The acquisition, the issuance of the secured bond loan and the issuance of
new share capital are together referred to as the “Transactions”.
The Acquisition resulted in "a significant gross change" for the Company, as defined in Commission Regulation (EC) No.
809/2004 of 29 April 2004 which sets out the requirements of pro forma financial information which needs to be included
in a prospectus. Annex II of the Commission Regulation requires the preparation of a pro forma statement of
comprehensive income for 2018 as if the Transactions occurred on 1 January 2018. The Transactions are fully reflected
in the 31 December 2018 statement of financial position.
The unaudited pro forma financial information has been prepared for illustrative purposes to show how the Transactions
might have affected the Company’s statement of comprehensive income for 2018 if the Transactions occurred on 1
January 2018.
Because of its nature, the unaudited pro forma financial information addresses a hypothetical situation and, therefore,
does not represent the Company's actual results if the Transactions had in fact occurred on that date and is not
representative of the results of operations for any future periods. Investors are cautioned not to place undue reliance
on this unaudited pro forma financial information.
The unaudited pro forma financial information has been compiled in connection with the listing of the shares of the
Company on Oslo Børs (Oslo Stock Exchange) to comply with the applicable EU-regulations pursuant to section 7-7 of
the Norwegian Securities Trading Act. This information is not in compliance with SEC Regulation S-X, and had the
securities been registered under the U.S Securities Act of 1933, this unaudited pro forma financial information, including
the report by the auditor, would have been amended and/or removed from the Prospectus.
The unaudited pro forma financial information for the Company does not include all of the information required for
financial statements under International Financial Reporting Standards, and should be read in conjunction with the
historical information of the Company.

12.2

Basis of preparation

The unaudited pro forma financial information consists of audited historical unadjusted financial information for the
Company, unaudited historical unadjusted financial information for the Draugen and Gjøa fields, pro forma adjustments
and notes to the pro forma financial information.
The unaudited pro forma statement of comprehensive income for the year ended 31 December 2018 has been compiled
based on the following:



For the Company, audited financial statements for the year ended 31 December 2018 restated as explained
below, which were prepared in accordance with International Financial Reporting Standards as adopted by the
EU (IFRS). Please refer to appendix B for the financial statements of the Company.
The historical unadjusted financial information for the Draugen and Gjøa fields is extracted from A/S Norske
Shell interim financial statements for the 11 month period ending at the acquisition date 30 November 2018
and represents financial information as accounted for by A/S Norske Shell for the period up to the acquisition
date. The Draugen field, the Gjøa field and the office building “Råket” do not represent a statutory entity or
segment, and as such no statutory interim financial information, management reports, or segment reporting
is available.

116

A/S Norske Shell’s interim financial statements for the period up to the acquisition date, encompasses historical
unadjusted financial information which is based on the following;
o
o

o
o

Draugen and Gjøa revenues recognized from bill of lading reports for the period 1 January to the
acquisition date 30 November 2018
Changes in over/underlift positions and production inventory consist of under/overlift and changes in
production inventory recognised from monthly stock statements for the period 1 January to the
acquisition date 30 November 2018
Production expenses and exploration expenses recognized from billing statements prepared by the
operator on the license for the period 1 January to the acquisition date 30 November 2018
Other operating expenses are expenses recognized by A/S Norske Shell in relation to insurance and
personnel expenses for the period 1 January to the acquisition date 30 November 2018

The unaudited pro forma statement of comprehensive income is prepared in a manner consistent with the accounting
policies of the Company (IFRS) applied in 2018, expect for the accounting treatment of over/underlift. The company has
prior to Q1 2019 used a variant of the sales method where changes in overlift and underlift balances have been valued
at its net realizable value and the change in over/underlift has been included as “other income”. Due to recent
development in IFRIC discussions, the Company has decided to change to the traditional sales method from 1 January
2019. This means that changes in over/underlift balances are valued at production cost including depreciation and
presented as an adjustment to cost. Comparative figures the year ended 31 December 2018 has been restated in line
with IAS 8. As a consequence of this restatement 2018 figures in the pro forma are presented as restated .In addition
to IFRS 15, the Company has adopted IFRS 9, Financial Instruments, effective from 1 January 2018 without any
significant impact. Effective from 1 January 2019 the Company has implemented IFRS 16, Leases. Please refer to the
financial statements of the Company for 2018 for description of the accounting policies and note 2. Accounting Policies
or description of IFRS 16 implementation effects.
Accounting principles applied for recognition of expenses and revenues from Draugen and Gjøa for the period 1 January
to 30 November 2018 are consistent with those accounting principles applied by the Company for 2018 adjusted for the
restatement to reflect the change in accounting treatment of over/underlift applied by the Company in Q1 2019.
The Acquisition has been accounted by the Company as a business combination in accordance with the requirements of
IFRS 3, business combinations, in which the Company is the acquirer.
The unaudited pro forma financial information is presented in NOK, which is the presentation and functional currency of
the Company.
The unaudited pro forma financial information has been prepared under the assumption of going concern.
PriceWaterhouseCoopers AS has issued an Independent Assurance report on the unaudited pro forma financial
information included as Appendix D to this Prospectus.

12.3

Purchase price allocation and calculation of goodwill

The Company has for the purposes of the pro forma financial information performed a preliminary purchase price
allocation (PPA). This allocation has formed the basis for the depreciation charges in the unaudited pro forma statement
of comprehensive income. At this stage, the purchase price allocation is preliminary due to the complexity of the
transaction and the fact that OKEA is in the process of performing a detailed review of the final completion statement
prepared by the seller. As a result, the final PPA and the impact on the pro forma statement of comprehensive income
for 2018 may differ significantly. The final PPA will be completed within 12 months of the Acquisition at the latest.
Adjusted for interim period adjustments and working capital, the total cash consideration is estimated to NOK 2 930
million.
The excess of the consideration transferred over the fair value of the net identifiable assets acquired is recorded as
goodwill.
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The fair values of the identifiable assets and liabilities as at the date of acquisition have been estimated as follows:

Amounts in NOK `000
Assets
Tangible fixed assets
Receivables on seller
Net working capital
Total assets

3 141 883
2 745 999
340 218
6 228 100

Liabilities
Deferred tax liability
Asset retirement obligation
Tax payable
Total liabilities
Total identifiable net assets at fair value
Total consideration
Goodwill

456 145
3 512 231
794 091
4 762 467
1 465 632
2 930 003
1 464 371

Goodwill consist of:
"Ordinary" goodwill
"Technical" goodwill
Total goodwill

166 632
1 297 739
1 464 371

The main assets acquired are oil and gas fields in production consisting of a 44.56% participating interest in Draugen
(PL093) and a 12% participating interest in Gjøa (PL153). The assets are included as part of tangible fixed assets in the
above table. In addition tangible fixed assets includes the office building “Råket" in Kristiansund.
As part of the Acquisition the parties have agreed that Shell as the seller shall cover the cost of decommissioning the
acquired oilfields based on the following terms:




The seller has agreed to cover 80% of the actual abandonment expenses for the Draugen and Gjøa fields up
to a predefined after-tax cap amount of NOK 638 million subject to CPI adjustment. The present value of the
expected payments is recognized as a pre-tax receivable on seller in the financial statements, amounting to
NOK 2,444.8 million.
In addition, the seller has agreed to pay OKEA an amount of NOK 375 million subject to CPI adjustment
according to a schedule based on the percentage of completion of the decommissioning of the Draugen and
Gjøa fields. The receivable is recognized as a post-tax receivable on Shell in the financial statements,
amounting to NOK 301.2 million.

The present value of expected future payments from the seller is recognized as a receivable and the cash flows are
discounted by 3.6%.
The ordinary goodwill consists largely of the synergies expected from acquiring the Draugen organization, which provides
a platform for generating future growth on the Norwegian Continental Shelf. The technical goodwill arises as a
consequence of the requirement to recognize deferred tax for the differences between the assigned fair values (which
have been based on a post-tax market for such transactions) and the tax basis of assets acquired, and liabilities assumed.
None of the goodwill recognized will be deductible for income tax purposes.
Technical goodwill is not amortized and as the field reserves over time are depleted from production, the technical
goodwill will eventually be subject to impairment loss. Technical goodwill may also be subject to impairment following
negative development in other assumptions in the impairment test such as price assumptions for oil & gas and cost
estimates for operating expenses and investments. No impairment loss was assumed or recorded in the 2018 unaudited
pro forma statement of comprehensive income.
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12.4

Unaudited pro forma statement of comprehensive income
Historical financial
information
OKEA AS
Draugen
Jan. 1 - Dec. 31, 2018
Restated
Jan. 1 - Nov. 30, 2018
IFRS

Amounts in NOK '000
Revenues from crude oil and gas sales
YME compensation contract breach
Other operating income
Total operating income
Production expenses
Changes in over/underlift positions and production inventory
Exploration expenses
Depreciation, depletion and amortization
Employee benefits expenses
Other operating expenses
Total operating expenses

Profit / loss (-) from operating activities

(unaudited)

Pro forma
adjustments
Gjøa
Jan. 1 - Nov. 30,
2018

Jan. 1 - Nov. 30,
2018

(unaudited)

(unaudited)
-

1 778 110

1 437 010

-

-96 714
133 318
-74 782
-100 066

-539 780
-86 257
-

-158 714
29 157
-1 989

-34 183
-87 899
-260 326

-116 343
-742 380

-40 069
-171 615

-781 904

-34 183
-244 311
-1 956 225

48 761

1 035 730

1 265 395

-781 904

1 567 981

-

-

-148 875
-633 030

-300 202

1 035 730

1 265 395

-873 646

144 488
-155 714

1 035 730

1 265 395

-1 131 470
-2 005 115

-155 714

1 035 730

1 265 395

-2 005 115

Income tax

(unaudited)

1 437 010

Profit / loss (-) before income tax

Net profit / loss (-)

Jan. 1 - Dec. 31,
2018

1 778 110

Net financial items

Finance cost

Notes

149 761
115 000
44 326
309 087

17 300
-366 263
-348 963

Finance income

PRO FORMA

85 415
-177 156
-91 741

3 364 881
115 000
44 326
3 524 207

A
B

C
D

-795 208
-72 657
-76 771
-733 095

102 715
-543 419
-440 704
1 127 277

E

-986 982
140 296

Other comprehensive income
Total other comprehensive income
Total comprehensive income / loss (-)

12.5

140 296

Notes to the unaudited pro forma statement of comprehensive income

GAAP adjustments Over/underlift
The company has prior to Q1 2019 used a variant of the sales method where changes in overlift and underlift balances
have been valued at its net realizable value and the change in over/underlift has been included as “other income”. Due
to recent development in IFRIC discussions, the Company has decided to change to the traditional sales method from 1
January 2019. This means that changes in over/underlift balances are valued at production cost including depreciation
and presented as an adjustment to cost. Comparative figures the year ended 30 December 2018 has been restated in
line with IAS 8. As a consequence of this restatement 2018 figures in pro forma are presented as restated.
Under the sales method, over and underlift for Draugen and Gjøa are measured at cost, (calculated at average production
cost per barrel for the interim period between Jan 1 - Nov 30, 2018), and are presented in changes in over/underlift
positions and production inventory.
Notes to the pro forma adjustments
Note A Fair value adjustment of over/underlift
Under the traditional sales method over/underlift balances are valued at production cost. Preparation of a pro forma
statement of comprehensive income for 2018 as if the Transactions occurred on 1 January 2018 results in a pro forma
adjustment of NOK 148.9 million to reflect the fair value adjustment of the acquired over/underlift taken to other
comprehensive income upon realization of the over/underlift position (estimated based on average production cost/boe
for the first 11 months). This pro forma adjustment will not have continuing impact.
Note B Depreciations
The pro forma adjustment of NOK 633.3 million consists of unit of production (UoP) depreciations of the acquired oil and
gas fields and depreciation of the office building at Råket in Kristiansund.
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The Råket building has a book value of NOK 91.5 million and a useful life of 20 years. Depreciation is calculated on a
straight-line basis and adjusted for residual values and impairment charges, if any.
Capitalised costs for oil & gas fields in production, as Draugen and Gjøa, are depreciated individually (on a field level)
using the unit-of-production method. Remaining production is calculated based on proved and probable reserves. The
rate of depreciation is equal to the ratio of oil and gas production for the period (2018) over the estimated remaining
proved and probable reserves expected to be recovered at the beginning of the period, in this instance per 1 January
2018. The rate of depreciation is multiplied with the carrying value plus estimated future capital expenditure necessary
to develop any undeveloped reserves included in the reserve basis. This pro forma adjustment will have continuing
impact.
Note C Finance income
The pro forma adjustment to finance income of NOK 85.4 million consist of reversal of interest income of NOK 5.2 million
and unwinding effect on the asset retirement receivable on A/S Norske Shell of NOK 90.6 million.
The reversal of interest income is interest income coming from an Escrow account where the net proceeds of NOK 171.6
million from the bond issue was placed. The amount placed on Escrow account was released when the equity financing
of the acquisition was completed. This pro forma adjustment will not have continuing impact.
In the purchase price allocation a receivable on A/S Norske Shell of NOK 2,746.0 million has been recorded and the
unwinding of the discounted asset retirement receivable recorded as a pro forma adjustment to finance income of NOK
90.6 million assumes that the receivable was acquired as at 1 January 2018. This pro forma adjustment will have
continuing impact.
Note D Finance costs
The pro forma adjustment to finance cost of NOK 177.2 million consist of interest expense on secured bond loan of NOK
66.6 million, currency loss on the secured bond loan of NOK 13.9 million and unwinding of discount asset retirement
obligation of NOK 96.6 million.
In June 2018, the Company entered into a USD 180 million secured bond loan with a maturity date for the entire loan
in June 2023. The net proceeds from the bond issue were used to finance the Acquisition.
The interest rate is 3 months LIBOR plus 6.5% p.a. and the pro forma adjustment to finance cost of NOK 66.6 million is
to reflect interest costs and amortized costs for the period 1 January to 28 June 2018 in the unaudited pro forma
statement of comprehensive income for 2018 as if the bond loan was issued on 1 January 2018. This pro forma
adjustment will have continuing impact.
Currency loss of NOK 13.9 million is a currency loss calculated assuming that the USD loan was issued on 1 January
2018. This pro forma adjustment will have continuing impact through currency gains or losses going forward.
Provisions for asset retirement obligations represent the future expected costs for close-down and removal of oil
equipment and production facilities. In the purchase price allocation an asset retirement obligation of NOK 3,512.2
million has been recorded and the unwinding of the discounted asset retirement obligation recorded as a pro forma
adjustment to finance costs of NOK 96.6 million assumes that the obligation was acquired as at 1 January 2018. This
pro forma adjustment will have continuing impact.
Note E Tax Expense
The tax expense is calculated based on the historical financial information from Draugen and Gjøa in addition to the pro
forma adjustments presented in the notes A-C above. A nominal tax rate of 78% has been used for the calculation of
income tax under the Norwegian special petroleum taxation rules (“special offshore tax”). Deduction for interest
expenses has been allocated between the special offshore tax and ordinary corporate tax regime based on an allocation
factor consistent with the financial statements for 2018, leaving the tax rate slightly higher than 78%. The calculation
gives rise to a pro forma adjustment on tax expense of NOK 1,131.47 million. This pro forma adjustment will have
continuing impact.
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13

BOARD OF DIRECTORS, MANAGEMENT, EMPLOYEES AND CORPORATE GOVERNANCE

13.1

Introduction

The General Meeting is the highest authority of the Company. All shareholders of the Company are entitled to attend
and vote at General Meetings of the Company and to table draft resolutions for items to be included on the agenda for
a General Meeting.
The overall management of the Company is vested in the Company’s senior Management. In accordance with Norwegian
law, the Board of Directors is responsible for, among other things, supervising the general and day-to-day management
of the Company’s business, ensuring proper organisation, preparing plans and budgets for its activities ensuring that
the Company’s activities, accounts and assets management are subject to adequate controls and undertaking
investigations necessary to perform its duties.
The Board of Directors has sub-committees for audit, risk and remuneration and compensation, ref. Section 13.9-1312. The Management is responsible for the day-to-day management of the Company’s operations in accordance with
Norwegian law and instructions set out by the Board of Directors. Among other responsibilities, the Company’s chief
executive officer is responsible for keeping the Company’s accounts in accordance with prevailing Norwegian legislation
and regulations and for managing the Company’s assets in a responsible manner. In addition, the CEO must according
to Norwegian law report the Board of Directors on the Company’s activities, financial position and operating results at
least once per month.

13.2

The Board of Directors

13.2.1

Overview of the Board of Directors

The Articles of Association provide that the Board of Directors shall consist of a minimum of three and a maximum of
eleven Board Members elected by the Company’s shareholders. The names, positions and current term of office of the
Board Members as at the date of this Prospectus are set out in the table below. These Board Members will continue to
form part of the Board of Directors on and from Listing and satisfy Oslo Børs' Listing Rules.
Name

Position

Served since

Term expires

Chaiwat Kovavisarach

Chairperson

2018

2020

Henrik Schröder

Board member

2015

2020

Michael William Fischer

Board member

2018

2020

Prisana Praharnkhasuk

Board member

2019

2021

Finn Haugan

Board member

2019

2021

Liv Monica Stubholt

Board member

2019

2021

Rune Olav Pedersen

Board member

2019

2021

Nicola Gordon

Board member

2019

2021

Ida Ianssen Lundh

Board member (employee elected)

2019

2021

Jan Atle Johansen

Board member (employee elected)

2019

2021

Anne Lene Rømuld

Board member (employee elected)

2019

2021

Ragnhild Aas

Deputy board member (employee elected)

2019

2021

Bjørn Ingar Pettersen

Deputy board member (employee elected)

2019

2021

Bengt Morten Sangolt

Deputy board member (employee elected)

2019

2021

Frank Stensland

Deputy board member (employee elected)

2019

2021

The composition of the Board of Directors is in compliance with the independence requirements of the Corporate
Governance Code (as defined below), meaning that (i) the majority of the members of the Board of Directors elected by
the Company’s shareholders are independent of the Company’s executive management and material business contacts,
(ii) at least two Board Members elected are independent of the Company’s main shareholders (shareholders holding
more than 10% of the Shares in the Company), and (iii) no member of the Company’s Management team (SPVs as
defined in Section 13.3.1) serves on the Board of Directors.
OKEA has an agreement with the employees of OKEA not to have a corporate assembly but instead expanded employee
representation in the Board of Directors with the representatives as detailed above.
The Company’s registered business address, Ferjemannsveien 10, 7042 Trondheim, Norway, serves as c/o address for
the Board Members in relation to their Board membership.
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As at the date of this Prospectus, some of the Board Members holds Shares and warrants in the Company. Please refer
to Section 13.4.3 "Shareholdings and warrants held by members of the Management and the Board of Directors." See
Section 13.5 “Bonus program and share incentive scheme" for a description of the Company's long term share incentive
programme adopted by the Board of Directors.
13.2.2

Brief biographies of the Board Members

Set out below are brief biographies of the Board Members.
Chaiwat Kovavisarach, Chairperson
Chaiwat Kovavisarach has been the President and CEO of Bangchak Corporation Public Company Limited since 2015. He
also serves at the board of several listed and non-listed companies where among as director at the Lithium Americas
Corp., Chair of BCPG and Chair of Bangchak Retail Company.
He holds a Master of Engineering from the Asian Institute of Technology (AIT), an MBA from Thammasat University and
a Bachelor of Engineering from King Mongkut's Institute of Technology Ladkrabang (KMITL).
Current directorships and senior management

Bangchak Corporation Public Company Limited (SET), President and Chief

positions………………………………………………………

Executive Officer
Bangchak Retail Company Limited, Chairman
BBGI Public Company Limited, Director
BCPG Public Company Limited (SET), Director and Chairman of the
Investment Committee
Government Pension Fund, Expert Member of Investment Committee
Happiness Sharing Foundation, Chairman
International Chamber of Commerce Thailand (ICC Thailand), Director
Lithium Americas Corp. (NYSE,TSX), Director
Nido Petroleum Pty Ltd, Director
OKEA ASA, Chairperson
Suan Kulab Witthayalai Alumnus Association Under the Royal Patronage of
H.M. the King, Director
The Board of Trustees, Executive Committee, The Nominating Committee and
Audit Committee, Asian Institute of Technology, Board Member
The Federation of Thai Industries, Vice Chairman
The Institute of Research Development and Innovation for Industry, Vice
Chairman
Vice President of the Activity Relationship, AIT Alumni Association
Thailand Management Association (TMA), Director
Thai Listed Companies Association (TLCA), Director

Previous directorships and senior management
positions last five
years
............................................................................

Government Pension Fund, Member of Board of Director

Henrik Schröder, Board Member
Henrik Schröder has 35 years of experience in establishing, developing, managing, financing and selling international
growth companies, having held numerous positions as President, CEO, CFO and COO. Mr Schröder currently holds the
position as Partner of Seacrest Capital Management Ltd, and cofounder of the Seacrest Group.
He holds a MSc in Business and Finance from the Stockholm School of Economics, postgraduate studies at New York
University and an executive management program at the Wharton School.
Current directorships and senior management

Seacrest Capital Management Ltd, Partner

positions

OKEA ASA, Board Member

................................................................................

Fortis Petroleum Corporation AS, Board Member
Fortis Petroleum Norway AS, Board Member
Tangent AB, Director
iTDNA Limited, President
Not for profit/charitable organizations:
ABC Football Foundation, Director
Incito Coach & Education Ltd, Director and President
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Cerulean BVI Ltd, Director and President
Cerulean H20 Limited, Director and President
Ocean Tech, Director
Previous directorships and senior management positions
last five

Seacrest Capital Management Ltd., CFO, Chief Compliance Officer

years

Fortis Petroleum Corporation AS, Chairman

................................................................................

Fortis Petroleum Norway AS, Chairman
AzEire Petroleum Ltd., Director
AziLat Limited, Director
Azimuth Africa Limited, Director
Azimuth Group Benefits limited, Director
Azimuth Group Servlces Ltd., Director
Azimuth Indonesia Ltd., Director
Azimuth Management Limited, Director
Azimuth Namibia Limited, Director
Azimuth Sri Lanka Ltd., Director
Azimuth Vietnam Ltd., Director
Azinam Limited, Director
Azinam PEL 33 - Sharon Limited, Director
Azinam PEL 34 - Guy Limited, Director
Azinam PEL 44 Limited, Director
Azinam PEL 45 Limited, Director
Azinam PEL 71 Limited, Director
Azinam Walvis Limited, Director
Aziner Petroleum UK Ltd., Director
Azinor Ltd., Director
Azinor Petroleum Limited, Director
AziPac I Energy Ltd., Director
AziPac Ltd., Director
AziPac Natuna Ltd., Director
AziPac North Madura Limited, Director
Banda Energy Ltd., Director
East Bunguran Energy Limited, Director
Fura Energy Ltd., Director
North West Sokang Energy Limited, Director
OKEA Holdings Ltd., Director
OKEA SPV Limited, Director
Seacrest Capital Group Ltd., Director
Seacrest Capital Ltd., Director
Seacrest Capital Partners Limited, Director
Seacrest Capital Partners SLP Limited, Director
Seacrest II Associates GP Ltd., Director
Seacrest NCS Partners Ltd., Director
Seacrest NCS Partners SLP Ltd., Director
Seacrest Partners Ltd., Director
Seacrest Partners SLP Ltd., Director
Seacrest Technologies Limited, Director
Retail Innovation HHT AB, Director
Snoot AB, Director

Michael William Fischer, Board Member
Michael William Fischer has 30+ years’ experience from the oil and gas industry. He is currently the Executive Vice
President of the Natural Resources business unit of Bangchak and Managing Director and CEO of Nido Petroleum Ltd.
Dr. Fischer has previously held senior management positions at Ophir Energy, OMV, Woodside Energy and BP. He holds
a PhD from the University of Wales and a BSc from the University of Leeds.
Current directorships and senior management

Bangchak Corporation Public Company Limited (Natural Resources

positions

business unit), Executive Vice President

................................................................................

BCP Energy International Pte. Ltd., Director
BCPR Company Limited, Director
BCPR Pte. Ltd., Director
Nido Petroleum Pty Ltd., Managing Director and Chief Executive Officer
OKEA ASA, Board Member
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Previous directorships and senior management positions
last five
years

Ophir Energy Ltd (Africa Business Unit), President

................................................................................

Prisana Praharnkhasuk , Board member
Prisana Praharnkhasuk is a board member at Bangchak Corporation Public Company Limited and several other listed
and non-listed companies. Mrs. Praharnkhasuk has served as a Director at TOA Paint, Siam Solar Power, 10th Workmen's
Compensation Fund Committee, Thai Credit Guarantee Corporation, Industrial Estate Authority of Thailand and SIAMESE.
She holds an MBA from Tarleton State University, a BBA from Krirk University and BSc from Chulalongkorn University.
Current directorships and senior management

Bangchak Corporation Public Company Limited, Board Member

positions

Industrial Estate Authority of Thailand, Director

................................................................................

OKEA ASA, Board Member

Siam Solar Power Public Company Limited, Director
SIAMESE Company Limited, Director,
TOA Paint (Thailand) Public Company Limited, Director
Previous directorships and senior management positions
last five

10th Workmen's Compensation Fund Committee, Director

years

Thai Credit Guarantee Corporation, Director

................................................................................

Thai Oil Public Company Limited, CFO

Finn Haugan, Board member
Finn Haugan was from 1991 – May 2019 the CEO of SpareBank 1 SMN (formerly Sparebanken Midt-Norge). Mr. Haugan
is a board member at BN Bank AS, Norbit ASA and several other listed and non-listed companies. Mr. Haugan has held
senior positions in Fokus Bank as well as serving as board member and chairperson at several companies within the
finance sector. He holds a master degree in business administration (MBA) from BI (Oslombusiness school).
Current directorships and senior management
positions

BN Bank ASA, Chairman

................................................................................

Borgermestervingen AS, Board Member
Elekt AS, Chairman
Fremtind Forsikring AS, Chairman
Kavli institute for neuroscience, Board Member
MiFi AS, Board Member
Norbit ASA, Chairman
OKEA ASA, Board Member
Sinkaberg-Hansen AS, Chairman
Vipps AS, Board Member

Previous directorships and senior management positions
last five

BankAxept AS, Chairman

years

EiendomsMegler 1 Midt Norge, Chairman

................................................................................

Finans Norge, Chairman and Board Member
Norwegian association for savings banks, Chairman
SpareBank 1 Banksamarbeidet DA, Board Member
SpareBank 1 Gruppen AS, Board Member
SpareBank 1 Markets, Chairman
SpareBank 1SMN, CEO
Aker BP member of the compensation committee
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Liv Monica Stubholt, Board member
Liv Monica Stubholt has 20+ years of experience as a lawyer and is currently a partner in the law firm Selmer. Ms.
Stubholt has held several top executive positions in Aker ASA and been State Secretary at the Norwegian Ministry of
Foreign Affairs and the Ministry of Petroleum and Energy. Ms. Stubholt is further a council member of the Department
for Petroleum and Energy Law at the Faculty of Law in Oslo, chairs the board of Norwegian Russian Chamber of Commerce
and is a member of the board at the Norwegian German Chamber of Commerce. She holds a law degree from the
University of Oslo.
Current directorships and senior management

Biomega Group, Board Member

positions

Fortum Oslo Varme, Chairperson

................................................................................

OKEA ASA, Board Member
Pareto Asset Management AS, Board Member
RN Nordic Oil, Board Member
Selmer AS, Partner
Sintef Energi AS, Board Member
Solveig Gas Holdco AS, Board Member
Solveig Gas Norway AS, Board Member
Varanger Kraft, Chairperson

Previous directorships and senior management positions
last five
years

Broadnet AS, Board Member

................................................................................

Broadnet Topholding AS, Board Member
Norsk Hydro, Board Member
VNG Norge AS, Board Member

Rune Olav Pedersen, Board member
Rune Olav Pedersen has been President & CEO of Petroleum Geo-Services ASA ("PGS") since 2017. Mr. Pedersen has
previously held the position of Executive Vice President & General Counsel at the company. Prior to joining PGS he was
partner in the oil and gas department of the law firm Arntzen de Besche. He has a law degree from the University of
Oslo, a post-graduate diploma in European competition law from Kings College London and an Executive MBA from
London Business School.
Current directorships and senior management

OKEA ASA, Board Member

positions

Pepino Invest AS, Chairman

................................................................................

PGS ASA, President and CEO

Previous directorships and senior management positions

Azimuth II Limited, Board Member

last five

Azimuth III Limited, Board Member

years

Azimuth Limited, Board Member

................................................................................

Azinam Limited, Board Member
Den Norske Krigsforsikring for Skib, Deputy Board Member

Nicola Gordon, Board member
Nicola Gordon has 35+ years of experience from the oil and gas industry. Ms. Gordon holds several board positions,
among others at the Audit Committee at the Scottish Environment Protection Agency and as Chair of Heriot-Watt
University’s Institute of Petroleum Engineering Strategy Advisory Board. Gordon has 36years’ experience from the Royal
Dutch Shell Group as including as Vice President for Shell International, as asset manager and board director at A/S
Norske Shell and Managing Director at Shell Denmark. She is a Chartered Engineer and Fellow of the Energy Institute
and holds an MSc in Petroleum Engineering from Heriot-Watt University and a BSc in Chemical Engineering from
University of Newcastle upon Tyne.
Current directorships and senior management

Arts and Business Scotland, Board Member and trustee

positions

Edinburgh Printmakers, Board Member and trustee

................................................................................

Judicial Appointments Board for Scotland, Chairing member of board
OKEA ASA, Board Member
Scottish Environment Protection Agency, Board Member
Scottish Oil Club, Board Member
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Previous directorships and senior management positions
last five
years

A/S Norske Shell, Board Member

................................................................................

Shell International, Board Member

Ida Ianssen Lundh, Board member (employee elected)
Ida Ianssen Lundh is Vice President of Drilling and Wells at OKEA.Ms. Lundh previously served as Drilling Engineer at
Norske Shell and Shell Global Solutions AS on national and international projects. She holds an MSc in Petroleum
Engineering, specializing in Drilling Engineering. from Norwegian University of Science and Technology (NTNU), including
an exchange year at Colorado School of Mines.
Current directorships and senior management

NPF Trøndelag, Chairperson

positions

OKEA ASA, Board Member (employee elected)

................................................................................

Previous directorships and senior management positions
last five
years

NPF Trøndelag, Board Member

................................................................................

NPF Boring og Brønn konferansen, Board Member

Jan Atle Johansen, Board member (employee elected)
Jan Atle Johansen has 20+ years of experience as a Production Technician at the Draugen oil production platform. Mr
Johansen is the trade union leader for SAFE (union for personnel working in the energy sector). He holds four years of
technical higher education and has served in the Royal Norwegian Navy in the Coastal artillery.
Current directorships and senior management

OKEA ASA, Board Member (employee elected)

positions

SAFE Draugen, trade union leader

................................................................................
Previous directorships and senior management positions
last five
years
................................................................................

-

Anne Lene Rømuld, Board member (employee elected)
Anne Lene Rømuld has 20+ years of oil & gas industry experience. She currently serves as Senior Discipline Engineer
Control & Automation at OKEA. Prior to Joining OKEA, Ms. Rømuld held the position as Senior Reliability Engineer at A/S
Norske Shell and Manager of Control and Automation at Shell Canada Ltd. She holds an MSc in Process Automation from
Telemark University College and a BSc in Automation and Electrical Engineering from The Arctic University of Norway.
Current directorships and senior management
positions

OKEA ASA, Board Member (employee elected)

................................................................................

-

Previous directorships and senior management positions
last five
years
................................................................................

13.3

Management

13.3.1

Overview

-

OKEA’s Management team (CEO and Senior Vice Presidents ("SVPs")) consists of 8 individuals. All members of
Management are eligible to participate in the Retail Offering.
The names of the members of Management as at the date of this Prospectus, and their respective positions, are presented
in the table below:
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Employed with the Company
Name

Current position within the Company

since

Erik Haugane

CEO

2015

Knut Arild Evensen

SVP Finance and Investor Relations

2015

Anton Ernst Tronstad

SVP Projects and Technology

2015

Ola Borten Moe

SVP Business Development

2015

Kjersti Hovdal

SVP Accounting and Control

2018

Dag Eggan

SVP Business Performance

2015

Andrew McCann

SVP Subsurface

2019

Tor Bjerkestrand

SVP Operations

2018

The Company’s registered business address, Ferjemannsveien 10, 7042 Trondheim, Norway, serves as c/o address for
the members of the Management in relation to their employment with the Company.
The following charts set out the Management’s organisational structure:
Chart 13.3.1 and 13.3.1(a): Management's organisational structure
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13.3.2

Brief biographies of the members of the Management

Set out below are brief biographies of the members of the Management.
Erik Haugane, CEO
Erik Haugane is the CEO of OKEA, which position he has held since 2015. Mr Haugane has experience as former vice
president in Asia Pacific, PGS ASA, and CEO of Pertra AS, Det norske oljeselskap ASA (currently known as Aker BP) and
SIVA SF. In addition, he chaired a Konkraft (Norwegian cooperation platform for oil, gas and related industries)
subcommittee on standard contract, has been a member of the Legal Committee in NOROG (oil and gas roundtable /
cooperation platform) and chairperson of IAGC Scandinavia.
Mr Haugane holds a Cand. real. degree in Geology.
Current directorships and senior management positions ....

Blueye AS, founder and chairperson
Way AS, founder and chairperson
Folkeinvest AS, founder and board member
Råd AS, board member
Winns AS, board member
Rosenborggården AS, board member

Previous directorships and senior management positions

SIVA SF, CEO

last five years ..............................................................

Statkraft SF, board member
Statkraft AS, board member
Sintef Petroleum AS, board member
OKEA AS, board member

Knut Arild Evensen, SVP Finance and Investor Relations
Knut Arild Evensen is the SVP of Finance and Investor Relations of OKEA, which position he has held since August 2015.
Mr Evensen has held various positions in Det norske oljeselskap ASA (currently known as Aker BP) from 2008 to 2015,
such positions being vice president of Investor Relations from 2008 to 2011, CFO from 2011 to 2012 and vice president
of Business Development from 2013 to 2015. Mr Evensen has experience as an equity analyst from Danske Markets
from 2007 to 2008 and Pareto Securities from 1999 to 2001.
Mr Evensen holds a Master of Science in Business and Economics.
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Current directorships and senior management positions ....

KEBS AS, CEO and chairperson r

Previous directorships and senior management positions
last five years ..............................................................

Det norske oljeselskap ASA, various positions

Anton Ernst Tronstad, SVP Projects and Technology
Anton Ernst Tronstad is the SVP of Projects and Technology of OKEA, which position he has held since 2015. Mr Tronstad
has 36 years' experience in oil industry operator companies on the Norwegian continental shelf. He has been involved
in major development projects and in management of drilling operations, both onshore and offshore. Mr Tronstad was
previously drilling manager at Pertra AS from 2003 until 2005 and Det norske oljeselskap ASA from 2005 until 2010
(currently known as Aker BP), as well as co-founder of Det norske oljeselskap ASA and OKEA. In addition, Mr Tronstad
serves as board member in various companies.
Mr Tronstad holds a Master of Science from the Norwegian University of Science and Technology.
Current directorships and senior management positions ....

Ligna AS, board member
InnTre AS, board member
Skjækerhatten AS, board member
Brubakka Eiendom AS, board member

Previous directorships and senior management positions

OKEA AS, board member

last five years ..............................................................

Skjækerhatten AS, chairperson

Ola Borten Moe, SVP Business Development
Ola Borten Moe is the SVP of Business Development at OKEA, which position he has held since 2015. Mr Moe was the
Director of Innovation at SIVA from 2013 until 2015 and was the Norwegian Minister of Petroleum and Energy from 2011
until 2013. He has been a member of the Norwegian Parliament from 2005 until 2013. Mr Moe has been the Vice
Chairman of the Centre political party (Norwegian: Senterpartiet) since 2011.
Mr Moe has a degree in Agronomics from Skjetlein VGS and intermediate courses in Political Science and English from
the Norwegian University of Science and Technology
Current directorships and senior management positions ....

Moe Korn AS, founder and chairperson
Skjefstad Vestre AS, founder and chairperson (Holding Company)
Moe AS, founder and chairperson
Minilager Trondheim AS, founder and board member
Frostaveien 6 AS, board member
Ola Borten Moe ENK, owner

Previous directorships and senior management positions last five
years ..........................................................................
OKEA AS, board member
Øvre Alle’ AS, board member
Strinda Utvikling AS, board member
Baron Eiendom AS, board member

Kjersti Hovdal, SVP Accounting and Control
Kjersti Hovdal is the SVP of Accounting and Control at OKEA, which position she has held since December 2018. Ms
Hovdal has nine years' experience as auditor and advisor at Ernst & Young. In addition, Ms Hovdal has 14 years'
experience from Aker BP ASA/Det norske oljeselskap ASA, 11 years as finance manager, one and a half years as manager
of business controlling and one and a half years as manager of finance projects.
Ms Hovdal holds a Bachelor’s degree in Accounting and Auditing from the Trondheim Business School (currently known
as NTNU Business School).
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Current directorships and senior management positions ....

Bolig og Næringskreditt AS (a subsidiary of BN Bank ASA), board
member

Previous directorships and senior management positions

Aker BP ASA/Det norske oljeselskap ASA, various positions

last five years ..............................................................

BN Boligkreditt AS, board member
Sandvika Fjellstue AS, board member

Dag Eggan, SVP Business Performance
Dag Eggan is the SVP Business Performance, which position he has held since December 2018, and was formally the
SVP of health, environment & safety at OKEA from 2015 to 2018. Mr Eggan has 22 years' experience in the offshore
sector, including quality risk manager in Equinor ASA (formerly Statoil ASA), Equinor's Mobile Newbuild Group from 2013
to 2015, vice president of health, environment & safety of Ocean Rig AS from 2011 to 2013, QSHE director and cofounder of PIER Offshore Management Services AS from 2006 to 2011, vice president of QHSE of Sevan Drilling from
2006 to 2010, QHSE director of Skeie Drilling & Production AS from 2006 to 2011, senior vice president HES&Q at Ocean
Rig AS 8 from 2003 to 2006, HES&Q manager of Ocean Rig Halifax Nova Scotia from 2001 to 2003 and HES&Q manager
of Ocean Rig USA from 2000 to 2001.
Mr Eggan holds a Master of Science in environmental engineering from the Norwegian University of Science and
Technology.
Current directorships and senior management positions ....

365Fri AS (holding company), chairman

Previous directorships and senior management positions
last five years ..............................................................

Equinor ASA, Equinor's Mobile Newbuild Group, quality risk manager

Andrew McCann, SVP Subsurface
Andrew McCann is the SVP of subsurface at OKEA, which position he has held since 2019. Mr McCann has over twenty
years’ experience from Equinor (formerly Statoil) in various research and petroleum technical positions from 1997 to
2004, as petroleum technology leader on NCS operated assets from 2004 to 2012, petroleum technology manager in
Brazil from 2012 to 2016vice president and country manager for Equinor Libya from 2016 to 2019, as petroleum
technology leader on NCS operated assets from 2004 to 2012, petroleum technology manager in Brazil from 2012 to
2016 and vice president and country manager for Equinor Libya from 2016 to 2019.
Mr McCann holds a PhD in Geology from the University of Cambridge, UK.
Current directorships and senior management positions ....

Equinor ASA, VP country manager for Libya

Previous directorships and senior management positions
last five years ..............................................................
Equinor Libya AS, board member
Equinor Energy Libya AS, board member
Equinor Murzuq AS, board member
Equinor Murzuq Area 146 AS, board member

Tor Bjerkestrand, SVP Operations
Tor Bjerkestrand is the SVP of operations of OKEA, which position he has held since December 2018. Mr Bjerkestrand
has 9 years' experience from Shell as Operations Managers and Offshore Installation Manager, 6 years' experience in
Petroleum Development Oman as process safety manager and 3 years' experience from Kværner as a Modification,
Maintenance and Operations Manager, Norway.
Mr Bjerkestrand holds a Master of Science in engineering.
Current directorships and senior management positions ....
Previous directorships and senior management positions

Shell, operations and installations manager

last five years ..............................................................

Petroleum Development Oman
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13.4

Remuneration and benefits

13.4.1

Remuneration of the Board of Directors

The total payments to the Board of Directors of OKEA in 2018 were NOK 779,000. The table below sets out the
remuneration paid to the board members in 2018.
Name and position

Remuneration paid in 2018 (NOK)

Henrik Schröder (Chairman)

213,000

Paul Anthony Murray (Board member)

142,000

Kaare Gisvold (Board member)

142,000

Knud Hans Nørve (Board member)

142,000

Arild Christian Selvig (Board member)

142,000

13.4.2

Remuneration of the Management

OKEA offers competitive remuneration to Management based on current market standards, Company, and individual,
performance. In addition to the basic salary, Management also participates in the bonus program described in Chapter
13.5.
The table below sets out the remuneration to the Management of OKEA in 2018 (in NOK):

Name

Position

Erik Haugane

CEO

Knut Arild Evensen

SVP Finance and Investor
Relations

Anton Ernst

SVP Projects and

Tronstad

Technology

Ola Borten Moe

SVP Business
Development

Kjersti Hovdal3

Salary1

Bonus

Other

Pensions

Total

remuneration

costs

remuneration

2,504,000

764,000

13,000

164,000

3,445,000

2,137,000

623,000

13,000

166,000

2,939,000

2,131,000

665,000

13,000

168,000

2,977,000

2,137,000

623,000

13,000

163,000

2,936,000

SVP Accounting and
Control

150,000
2,137,000

-

3,000

14,000

167,000

623,000

13,000

164,000

2,937,000

Dag Eggan

SVP Business Performance

Andrew McCann2

SVP Subsurface

-

-

-

-

Tor Bjerkestrand3

SVP Operations

233,000

-

37,000

13,000

1

Including holiday pay

2

No data applicable as employment commenced in 2019

3

The remuneration for is only for December 2018, the point in time from which the persons became members of Management

13.4.3

283,000

Shareholdings and warrants held by members of the Management and the Board of Directors

Name and position
Erik Haugane
Knut Arild Evensen
Anton Ernst Tronstad
Ola Borten Moe

No# Shares / warrants*/**
821,340 Shares / 250,000 warrants / 76,620 category 2 warrants
531,390 Shares / 250,000 warrants/ 49,570 category 2 warrants
1,207,410 Shares / 250,000 warrants/ 40,000 category 1 warrants / 76,360 category 2 warrants
545,390 Shares / 250,000 warrants / 50,880 category 2 warrants

Kjersti Hovdal
Dag Eggan

100,000 Shares / 10,280 category 1 warrants
174,790 Shares / 40,000 warrants / 2,220 category 1 warrants / 14,290 category 2 warrants

Andrew McCann
Tor Bjerkestrand
Ida Ianssen Lundh

none
10,800 Shares / 40,000 warrants / 1,110 category 1 warrants
25,400 Shares / 880 category 1 warrants/ 1,560 category 2 warrants

Finn Haugan

8,390 Shares / 860 category 1 warrants

Jan Atle Johansen

4,320 Shares / 440 category 1 warrants

*The Company has issued a total of 8 100 160 Trigger warrants to its shareholders/management, of these 4 634 550
are classified as Trigger 1 Warrants (TG1) which may only be exercised if the Company has not achieved DG2 status on
the Grevling field prior to an IPO or immediately prior to closing of a trade sale and 3 465 610 are classified as Trigger
2 Warrants (TG2) which may only be exercised in the event that the Company has achieved PDO status on the Grevling
field prior to an IPO or immediately prior to closing of a trade sale. The board of directors of OKEA has determined that
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(i) the terms and conditions for Trigger 1 Warrants (TG1) are satisfied and (ii) the terms and conditions for Trigger 2
Warrants (TG2) are not satisfied and therefore not exercisable. The Trigger 1 Warrants (TG1) can be exercised by
payment of a subscription price equal to NOK 0.10 per share with issue of 4,634,550 new shares in total and will be
issued in connection with the Offering.
In addition 1 250 000 warrants are issued to the shareholders further described in Section 13.5.2.
**The Shares and warrants are multiplied with 10 following the split of the shares 1/10.

13.5

Bonus programme and share incentive scheme

13.5.1

Bonus programme

OKEA has a bonus scheme for all employees including Management. The issue of a bonus is based on the achievement
of certain Key Performance Indicators ("KPIs") which are pre-determined by the Board of Directors on an annual basis
when determining the relevant year’s KPIs for 2019 accumulate up to 40% of the relevant employee's basic annual
salary. The Board of Directors will issue KPIs for each following year. The KPIs will be on a company and division level
and, target increased value creation and positive health, safety and environment culture. The KPIs will be realistically
set and consequently achievable.
Bonuses for the previous year will be calculated by end of January each year. The post-tax value of the bonus is defined
as 50% of the bonus and must be used to purchase shares in OKEA. The Company will issue the relevant number of
shares to facilitate this, or the shares will be purchased in the market as determined appropriate by the Board of
Directors. The value of each OKEA share will be the last issued price and following Listing, the market price. A 12-month
lock-up will apply to shares issued as part of the bonus share programme. If the lock-up period is violated, the bonus
will be redefined as a cash bonus and the employee will be required to compensate for the difference.
Employees may elect a cash bonus rather than a share bonus. In such case, the bonus payment will be reduced by 50%.
A notice that cash bonus is preferred must be sent the Company no later than 10 January in the bonus payment year.
Employees that have resigned from the Company at the time of the bonus payment will not be issued a bonus.
13.5.2

Warrants issued to employees

In February 2018, OKEA issued 1,250,000 equity-settled warrants to employees who had B-shares to compensate for
assumed loss when the shares merged into one share class, each warrant with an exercise price of NOK 17.9. The final
exercise date for the warrants is 1 October 2022. It is a requirement that the employees are still employed by OKEA
when exercising the warrants. The assessed fair value at grant date of warrants granted is NOK 5.88 per warrant. The
fair value at grant date is determined using a Black Scholes Model. The most significant inputs and assumptions in
determining fair value at grant date is: exercise price of NOK 17.9, Share price at grant date of NOK 17.9, expected
volatility of 34.7%, risk free interest rate 1.5%, term of options is 4.5 years. The warrants are deemed fully vested.
The Board of Directors has been granted an authorisation to issue shares or to acquire treasury shares for the purpose
of, inter alia, implementing such share incentive program. See Section 15.6 “General Board authorisation to increase
the share capital and to issue Shares” and Section 15.7 “Board authorisation to increase the share capital and to issue
Shares in connection with incentive programs ” for further information on these authorisations.
13.5.3

Bonus to SVP of Finance and Investor Relations

Knut Arild Evensen, SVP Finance and Investor Relations, is entitled to a bonus of up to one year's salary if the Offering
and the Listing are successfully completed.

13.6

Benefits upon termination

Erik Haugane, CEO, is entitled to 6 months' severance pay, based on his monthly salary at the relevant time, upon being
terminated by the Company. Knut Arild Evensen, SVP Finance and Investor Relations, is entitled to two years' salary as
severance pay if his employment agreement is terminated. Such termination may not occur until after completion of the
Offering and Listing.
No other members of the Management or Board Members have employment contracts with OKEA entitling them to and
none will be entitled to any benefits upon termination of employment with OKEA.
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13.7

Pension and retirement benefits

For the year ended 31 December 2018, the costs of pensions for members of the Management who are employed in
OKEA ASA were NOK 851,000, including 7 members and AFP ((see immediately below) cost for those eligible. The
Company has no pension or retirement benefits for its Board Members.
OKEA has a defined contribution pension arrangement for its employees of 7% from 0-7.1G and 22% from 7.1-12G.
OKEA entered union agreements as part of the Shell Transaction and is a member of the agreement based pension
(Norwegian: Privat avtalefestet pensjon) (AFP) arrangement from 1 December 2018. For former employees of A/S
Norske Shell a compensation was granted to certain employees in connection with the transfer of employees from a
defined benefit pensions to a defined contribution scheme by increasing the salary equal to the compensation element
for as long as the employee is employed in OKEA (fixed pursuant to a separate formula).
Offshore employees have a retirement age on 65 years and a special arrangement is put in place to compensate early
retirement at 65 years compared to 67 years guaranteeing 66% of the salary in pension (after deducting other pension
rights). The pension program is funded by OKEA and is partly unfunded. OKEA also has pension/insurance arrangements
related to death, disability, spouse and children.
OKEA has an arrangement for redundancy severance payments and OKEA is under an obligation to maintain the
severance scheme applicable for former Shell employees until 30 November 2020.
For more information regarding pension and retirement benefits, see note 4 to the Financial Statements, included as
Appendix B to this Prospectus.

13.8

Employees

As at the date of this Prospectus, OKEA has 194 employees (in full time employment).
The table below shows the development in the numbers of full-time employees as at 31 December 2018 and 2017.
As at
31 December
2018
Total employees………

2017
194

26

The employees of OKEA are allocated with 80 employees offshore, 64 employees at Kristiansund, 38 employees at
Trondheim, 8 employees at Stavanger, 2 employees at Oslo. OKEA does not have a substantial part of its employees on
temporarily employment contracts.

13.9

Nomination committee

The Company has not established any nomination committee. However, a nomination committee will be established in
due course prior to the expiry of the term of office for the board members as set out in Section 13.2.1 "Overview of the
Board of Directors".

13.10

Audit committee

The audit committee is a preparatory and advisory working committee for the Board of Directors. The Company has as
of 5 April 2019 established an audit committee in accordance with the rules of the Norwegian Public Limited Liability
Companies Act chapter 6 V, and the listing rules of Oslo Børs. The audit committee consists of the board members
consist of Prisana Praharnkhasuk, Henrik Schröder and Jan Atle Johansen.
The members of the audit committee shall be elected by and amongst the members of the board of directors. Board
members who are also members of the executive management in the company may not be elected as members of the
audit committee. The audit committee shall collectively have the competence which is necessary from the perspective
of the organization and operation of the company in order to fulfil its tasks. A majority of the members shall be
independent of the Company's operations, and at least one of the members of the audit committee shall have
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qualifications within accounting or auditing.
The principal tasks of the audit committee are to:
•

prepare the board of directors' supervision of the Company’s financial reporting process;

•

monitor the systems for internal control and risk management with relation to financial risks, in cooperation
with the Risk Committee;

•

have continuous contact with the Company's auditor regarding the audit of the annual accounts; and

•

review and monitor the independence of the Company's auditor, including in particular the extent to which
services than auditing provided by the auditor or the audit firm represent a threat to the independence of the
auditor.

13.11

Remuneration and compensation committee

The Company has as of 5 April 2019 established a Remuneration and Compensation Committee as a sub-committee to
the Board of Directors. The Remuneration and Compensation committee shall administer the Company’s bonus incentive
program and provide general compensation related advice to the Board. The Remuneration and Compensation
Committee consists of the board members consist of Finn Haugan, Michael William Fischer and Ida Ianssen Lundh.

13.12

Risk committee

The Company has as of 5 April 2019 established a Risk Committee as a sub-committee to the Board of Directors. The
Risk Committee shall follow up the Company’s risk management and internal control and regularly report to the Board
of Directors. The Risk Committee shall further contribute to the Board’s annual review of the Company’s most important
areas of exposure to risk and its internal control arrangements. The Risk Committee consists of the board members
consist of Nicola Gordon, Liv Monica Stubholt and Anne Lene Rømuld.

13.13

Corporate governance

The Company has, with effect from the Listing, adopted and implemented a corporate governance regime which complies
with the Norwegian Code of Practice for Corporate Governance, dated 17 October 2018 (the “Corporate Governance
Code”), with the following exception:
Deviation from section 7 “Nomination committee”: Reference is made to the description set out in Section 13.9
“Nomination committee”.

13.14

Conflict of interests etc.

During the last five years preceding the date of this Prospectus, none of the Board Members or the members of the
Management has, or had, as applicable:
•

any convictions in relation to indictable offences or convictions in relation to fraudulent offences

•

received any official public incrimination and/or sanctions by any statutory or regulatory authorities (including
designated professional bodies) or was disqualified by a court from acting as a member of the administrative,
management or supervisory bodies of a company or from acting in the management or conduct of the affairs
of any company, or

•

been declared bankrupt or been associated with any bankruptcy, receivership or liquidation in his or her capacity
as a founder, director or senior manager of a company, other than that Henrik Schröder was a board member
in the Swedish company Snoot AB which filed for voluntary bankruptcy in July 2018.

To the Company’s knowledge, there are currently no other actual or potential conflicts of interest between the Company
and the private interests or other duties of any of the members of the Management or the Board of Directors, including
any family relationships between such persons. However, OKEA could from time to time acquire seismic data or services
from Petroleum Geo-Services ASA, in which the board member of OKEA Rune Olav Pedersen is the CEO and President.
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14

RELATED PARTY TRANSACTIONS

14.1

Introduction

Below is a summary of the Company’s related party transactions for the periods covered by the historical financial
information included in this Prospectus and up to the date of this Prospectus. For further information on related party
transactions of the Company, see note 19 in the 2018 Financial Statements, note 19 in the 2017 Financial Statements
and note 16 in the 2016 Financial Statements, included in Appendix B of this Prospectus. All related party transactions
have been concluded at arm’s length principles and the prices are set upon negotiation between the parties.

14.2

Transactions carried out with related parties in the years ended 31 December 2018, 2017 and
2016

OKEA has entered into several loan agreements with its former major shareholder, OKEA Holdings Ltd. (previously Azinor
Production Ltd) dated 22 September 2016, 5 December 2016, 10 March 2017, 15 May 2017 and 28 November 2017,
respectively. The loan amounts pursuant to the first four loan agreements in the amount of NOK 186,559,951.05 and
USD 12,465,293.83, which were subject to an interest rate of 8.00% per annum, were converted to shares in OKEA
issued to OKEA Holdings Ltd. on 28 October 2016, 20 March 2017, 26 May 2017 and 23 June 2017, respectively. The
loan pursuant to the agreement dated 28 November 2017 is subject to an interest rate of 5.00% per annum and originally
amounted to NOK 58,300,000. However, the principal amount has been repaid, but accrued and unpaid interests from
17 December 2017 equal to NOK 1,140,598.75 is outstanding with final maturity date 2 November 2022. The loan is
subordinated to any claims of bondholders of OKEA.
OKEA entered into a services agreement with Seacrest Capital Group Ltd., the controlling party of the Company’s
shareholder OKEA Holdings Ltd (the former majority shareholder of the Company), dated 9 April 2018 for an initial term
of one year commencing on 1 January 2018, extended automatically by one year for each following year unless
terminated by either party. Pursuant to this agreement, Seacrest Capital Group Ltd. has agreed to provide certain
management support services to OKEA as are agreed by OKEA's management and approved by OKEA's Board of Directors
through separate signed agreements between the parties.
OKEA entered into a services agreement with Bangchak Corporation Public Company Limited, a company indirectly
controlling BCPR Pte. Ltd. (the majority shareholder of the Company), dated 12 December 2018 for an initial term of
one year commencing on 1 December 2018, extended automatically by one year for each following year unless
terminated by either party. Pursuant to this agreement, Bangchak Corporation Public Company Limited has agreed to
provide certain management support services to OKEA as are agreed by OKEA's management and approved by OKEA's
Board of Directors through separate signed agreements between the parties. In 2018, the Company carried out related
party transactions with its major shareholder BCPR Pte. Ltd. amounting to approximately NOK 34,789,000. The
transactions were carried out pursuant to a subscription agreement dated 19 October 2018, regulating BCPR Pte. Ltd.’s
investment in OKEA to finance the Shell transaction. The agreement sat forth the obligation for OKEA to pay BCPR Pte.
Ltd. the following one-time transaction fees: i) a deposit fee amounting to NOK 25,830,000, ii) an underwriting fee
amounting to NOK 4,171,180, and iii) a fixed minimum share issue cost amounting to USD 500,000.
The table below sets out selected data from the Financial Statements for the years ended 31 December 2018, 2017 and
2016. The information provided covers purchases of services, and trade and other payables.
Transactions with related parties:
Amounts in NOK `000

2018

2017

Seacrest Capital Group Ltd. *

5 247

3 534

BCPR Pte Ltd. **

34 789

Kyllingstad, Kleveland Advokatfirma DA ***

173

* Seacrest Capital Group Ltd. is the controlling party of OKEA’s shareholder OKEA Holdings Ltd. (the
former majority shareholder).
** BCPR Pte. Ltd. is the largest shareholder of OKEA. The amount to BCPR Pte. Ltd. is mostly related to
payment for guarantees related to the Shell transaction.
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2016

3 843

*** The Managing Partner of Kyllingstad, Kleveland Advokatfirma DA was a Board Member of OKEA
through 2016.

Trade and other payables, related parties:
Amounts in NOK `000

31.12.2018

31.12.2017

Seacrest Capital Group Ltd.

5 413

3 534

BCPR Pte. Ltd.

34 789

31.12.2016

Further, OKEA entered into service agreements with the two (2) board members Knut Nørve and Arild Selvig in 2018 for
the provision of providing management support services in connection with the transition phase following completion of
the Shell Transaction. The total consideration accrued under these agreements are below NOK 250,000.

14.3

Transactions carried out with related parties in the period following 31 December 2018

Apart from utilization of management services from Seacrest Capital Group Ltd. and Bangchak Corporation Public
Company Limited in the period following 31 December 2018, the Company has not entered into any new related party
agreements in the period following 31 December 2018.
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15

CORPORATE INFORMATION AND DESCRIPTION OF THE SHARE CAPITAL

The following is a summary of certain corporate information and material information relating to the Shares and share
capital of the Company and certain other shareholder matters, including summaries of certain provisions of the Articles
of Association and applicable Norwegian law in effect as of the date of this Prospectus. The summary does not purport
to be complete and is qualified in its entirety by the Articles of Association, included in Appendix A to this Prospectus,
and applicable law.

15.1

Company corporate information

The Company’s registered name is OKEA ASA. The Company is a public limited liability company organised and existing
under the laws of Norway pursuant to the Norwegian Public Limited Companies Act. The Company’s registered office is
in the municipality of Trondheim, Norway. The Company was incorporated in Norway on 29 April 2015 as a private
limited liability company and was converted into a public limited liability company on 9 May 2019 and at the same time
changed its name from OKEA AS to OKEA ASA. The Company’s registration number in the Norwegian Register of Business
Enterprises is 915 419 062.
OKEA was originally incorporated by the law firm Kyllingstad Kleveland as a shelf company and assigned to Ola Borten
Moe, Knut Arild Evensen, Erik Haugane and Anton Ernst Tronstad through their respective holding companies controlled
by each of them (Skjefstad Vestre AS, KEBS AS, Kørven AS and Sjækerhatten AS), in which all are members of the
management and Seacrest Capital Group Ltd as the controlling party of OKEA’s shareholder OKEA Holdings Ltd.
Reference is made to Section 13.3.2 for a description of the above founders.
The Shares, including the Offer Shares, have been created under the Norwegian Public Limited Companies Act, the
Norwegian Petroleum Act and the Petroleum Taxation Act. The Offer Shares are registered in book-entry form with the
VPS under ISIN NO0010816895 (ordinary Shares). The Company’s register of shareholders in the VPS is administrated
by DNB Bank ASA (Verdipapirtjenester) (the VPS Registrar).
The Company’s registered office is located at Ferjemannsveien 10, N-7042, Trondheim, Norway and the Company’s main
telephone number at that address is +47 73 52 52 22. The Company’s website can be found at www.okea.no. The
content of www.okea.no is not incorporated by reference into or otherwise form part of this Prospectus.

15.2

Legal structure

The Company does not have any subsidiaries as at the date of this Prospectus.

15.3

Share capital and share capital history

As of the date of this Prospectus, the Company’s share capital is NOK 8,220,450 divided amongst 82,204,500 Shares
with each Share having a nominal value of NOK 0.10. All the Shares have been created under the Norwegian Public
Limited Companies Act, are validly issued and fully paid. The Company has one class of shares. Following exercise of
the Trigger 1 Warrants (TG1) as described below, the number of Shares in issue will immediately prior to completion of
the Offering be 86,839,050.
15.3.1

Shareholdings and warrants held by members of the Management and the Board of Directors
Name and position

Erik Haugane
Knut Arild Evensen
Anton Ernst Tronstad

No# Shares / warrants*/**
821,340 Shares / 250,000 warrants / 76,620 category 2 warrants
531,390 Shares / 250,000 warrants/ 49,570 category 2 warrants
1,207,410 Shares / 250,000 warrants/ 40,000 category 1 warrants / 76,360 category 2
warrants

Ola Borten Moe

545,390 Shares / 250,000 warrants / 50,880 category 2 warrants

Kjersti Hovdal
Dag Eggan

100,000 Shares / 10,280 category 1 warrants
174,790 Shares / 40,000 warrants / 2,220 category 1 warrants / 14,290 category 2 warrants

Andrew McCann
Tor Bjerkestrand
Ida Ianssen Lundh

none
10,800 Shares / 40,000 warrants / 1,110 category 1 warrants
25,400 Shares / 880 category 1 warrants/ 1,560 category 2 warrants

Finn Haugan

8,390 Shares / 860 category 1 warrants

Jan Atle Johansen

4,320 Shares / 440 category 1 warrants
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*The Company has issued a total of 8 100 160 Trigger warrants to its shareholders/management, of these 4 634 550
are classified as Trigger 1 Warrants (TG1) which may only be exercised if the Company has not achieved DG2 status on
the Grevling field prior to an IPO or immediately prior to closing of a trade sale and 3 465 610 are classified as Trigger
2 Warrants (TG2) which may only be exercised in the event that the Company has achieved PDO status on the Grevling
field prior to an IPO or immediately prior to closing of a trade sale. The board of directors of OKEA has determined that
(i) the terms and conditions for Trigger 1 Warrants (TG1) are satisfied and (ii) the terms and conditions for Trigger 2
Warrants (TG2) are not satisfied and therefore not exercisable. The Trigger 1 Warrants (TG1) can be exercised by
payment of a subscription price equal to NOK 0.10 per share with issue of 4,634,550 new shares in total and will be
issued in connection with the Offering.
In addition 1 250 000 warrants are issued to the shareholders further described in Section 13.5.2.
**The Shares and warrants are multiplied with 10 following the split of the shares 1/10.
Bonus programme and share incentive scheme.
**The Shares and warrants are multiplied with 10 following the split of the shares 1/10.
See section 13.5 "Bonusprogramme and share incentive scheme" and section 15.6 “General Board authorisation to
increase the share capital and to issue Shares” for a description of the Company's share incentive scheme under which
the members of the Management and certain other key employees in the Company may be granted options and the
Board of Directors authorisation to issue new Shares in connection with the share incentive scheme.
The Company does not directly or indirectly own shares in the Company.
The table below shows the development in the Company’s share capital for the period covered by the historical financial
information, i.e. from the financial year ended 31 December 2015 to the date of this Prospectus:
Date of

Type of

Change in

Subscripti

Nominal

New Shares

New total

New share capital

registration

change

share capital

on price

value (NOK)

issued

number of

(NOK)

(NOK)

(NOK)

30,000

100

20 May 2015

Incorporati

Shares
100

300

300

30,000

(300)

-

-

on
28

October

2015

Capital

(30,000)

decrease

28 October

Share

2015

issue

4 May 2016

Share

1,100,000

2,000

100

11,000

11,000

1,100,000

534,000

2,137

100

5,340

16,340

1,634,000

1,300,000

2,000

100

13,000

29,340

2,934,000

1,300,000

2,000

100

13,000

42,340

4,234,000

2,499,900

2,000

100

24,999

67,339

6,733,900

4,602,600

2,000

100

46,026

113,365

11,336,500

16,000

2,000

100

160

113,525

11,352,500

7,332,400

2,000

100

73,324

186,849

18,684,900

1,000,000

2,00

100

10,000

196,849

19,684,900

1,237,500

2,00

100

12,375

209,924

20,992,400

1,037,500

2,000

100

10,375

219,599

21,959,900

issue
18 May 2016

Share
issue

25 May 2016

Share
issue

29

Share

September

issue

2016
28

October

Loan

2016

conversion

8

Share

February

2017
20

issue
March

Loan

2017

conversion

26 May 2017

Share
issue

26 May 2017

Share
issue

26 May 2017

Share
issue
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26 May 2017

Loan

2,742,000

2,00

100

27,420

247,019

24,701,900

36,200

2,000

100

362

247,381

24,738,100

n/a

n/a

1

24,490,719

24,738,100

n/a

23,299,700

1,438,400

1,438,400

1

1,686,600

3,125,000

3,125,000

conversion
23 June 2017

Loan
conversion

28 December

Share Split

2017
19

February

Capital

2018

decrease

27

Loan

February

23,299,700

1,686,600

2018

conversion

27

Share

February

2018
23

282.15919
6015653

590,144

179

1

590,144

3,715,144

3,715,144

475,000

231.46

1

475,000

4,190,144

4,190,144

4,030,306

231.46

1

4,030,306

8,220,450

8,220,450

issue
October

Share

2018

issue

20 November

Share

2018

issue

Under

Share split

n/a

n/a

0.10

73,984,050

82,204,500

n/a

n/a

n/a

Unknown

0.10

n/a

82,204,500

8,220,450

registration
at

the

Business
Register
Date

of

prospectus

Other than as set out above, there have been no changes to the Company's share capital or the number of Shares in
the Company during the period covered from the historical financial information until the date of this Prospectus, but
reference is made to the issue of the Trigger 1 Warrants (TG1) described above in this Section 15.3.

15.4

Admission to trading

The Company expects to apply for admission to trading of its Shares on Oslo Børs on 31 May 2019. It is expected that
the Board of Directors of Oslo Børs will approve the listing application of the Company on or about 5 June 2019, subject
to certain conditions being met. See Section 18.16 “Conditions for completion of the Offering – Listing and trading of
the Offer Shares”.
The Company currently expects commencement of trading in the Shares on Oslo Børs on or about 11 June 2019. The
Company has not applied for admission to trading of the Shares on any other stock exchange or regulated market.

15.5

Ownership structure

As of the date of this Prospectus, the Company has 137 shareholders. An overview of shareholders holding 5% or more
of the Shares in the Company as of the date of this Prospectus is set out below (such shareholders the "Large
Shareholders"):
No. of Shares

% Shareholding

1

#

BCPR Pte. Ltd.

Shareholder name

40,547,750

49.33

2

OKEA Holdings Ltd.

28,753,000

34.98

Shareholders owning 5% or more of the Shares have an interest in the Company’s share capital which is notifiable
pursuant to the Norwegian Securities Trading Act. See Section 16.7 “Disclosure obligations” for a description of the
disclosure obligations under the Norwegian Securities Trading Act.
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Following the completion of the Offering, the Company is not aware of any persons or entities who, directly or indirectly,
jointly or severally, will exercise or could exercise control over the Company. The Company is not aware of any
arrangements the operation of which may at a subsequent date result in a change of control of the Company.
No particular measures are initiated to ensure that control is not abused by large shareholders. Minority shareholders
are protected against abuse by relevant regulations in inter alia the Norwegian Public Limited Companies Act and the
Norwegian Securities Act. See Section 15.10.2 "Certain aspects of Norwegian corporate law" and 16.10 “Compulsory
acquisition” for further information.
OKEA Holdings Ltd. is controlled by a fund under management of Seacrest Capital Group Ltd. while BCPR Pte. Ltd. is
indirectly controlled by Bangchak Corporation Public Company Limited. No single shareholder has directly or indirectly
control over Seacrest Capital Group Ltd. and Bangchak Corporation Public Company Limited respectively.
Certain shareholders may, depending on actual number of Shares issued in connection with Offering, have negative
control over resolutions adopted on the general meeting of OKEA on matter described in Section 15.10.2.

15.6

General Board authorisation to increase the share capital and to issue Shares

In the Annual General Meeting held on 9 May 2019, the Board of Directors was granted the following general
authorisation to increase the share capital through the issuance of new Shares:
"The Board is granted the authorisation to increase the share capital by a maximum amount of NOK 2 600
000 in one or more share capital increases through issuance of new shares. The subscription price per share
and other conditions for subscription shall be fixed by the Board in connection with each issuance. The
authorisation is valid from registration with the Register of Business Enterprises and until the Annual General
Meeting in 2020, however no longer than until 30 June 2020. Existing shareholders’ pre-emptive rights to
subscribe for and to be allocated shares may be derogated from. This authorisation may be used in connection
with capital raisings, including a potential stock exchange listing of the Company's shares. The authorisation
covers share capital increases against contribution in cash, as well as share capital increases against
contribution in kind and with special subscription terms, cf. section 10-2 of the Norwegian Public Limited
Liability Companies Act. The authorisation does not cover resolutions to merge. The Board shall resolve the
necessary amendments to the articles of association in accordance with capital increases resolved pursuant
to this authorisation."

15.7

Board authorisation to increase the share capital and to issue Shares in connection with
incentive programs

In the Annual General Meeting held on 9 May 2019, the Board of Directors was granted the following authorisation to
increase the share capital through the issuance of new Shares, for the implementation of the Company's incentive
programs:
"The Board is granted the authorisation to increase the share capital by a maximum amount of NOK 165 000
in one or more share capital increases through issuance of new shares. The subscription price per share shall
be fixed by the Board in connection with each issuance. The authorisation is valid from registration with the
Register of Business Enterprises until the Annual General Meeting in 2020, however no longer than until 30
June 2020. Existing shareholders’ pre-emptive rights to subscribe for and to be allocated shares may be
derogated from. This authorisation may only be used in connection with the implementation of the Company's
incentive programs. The Board shall resolve the necessary amendments to the articles of association in
accordance with capital increases resolved pursuant to this authorisation."

15.8

Other financial instruments

Neither the Company nor any of its subsidiaries has issued any options, warrants, convertible loans or other instruments
that would entitle a holder of any such instrument to subscribe for any shares in the Company or its subsidiaries, other
than described in section 13.4 "Remuneration and benefits" and section 13.5 "Bonus programme and share incentive
scheme". Furthermore, neither the Company nor any of its subsidiaries has issued subordinated debt or transferable
securities other than the Shares and the shares in its subsidiaries which will be held, directly or indirectly, by the
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Company or, in the case of joint venture companies, by it and its partners, other than the subordinated debt described
in Section 14.2.

15.9

Shareholder rights

The Company has one class of Shares in issue, and in accordance with the Norwegian Public Limited Companies Act, all
Shares in that class provide equal rights in the Company. Each of the Company’s Shares carries one vote. The rights
attaching to the Shares are described in Section 15.10 “The Articles of Association and certain aspects of Norwegian
law”.

15.10

The Articles of Association and certain aspects of Norwegian law

15.10.1

The Articles of Association

The Articles of Association are set out in Appendix A to this Prospectus. Below is a summary of certain of the provisions
of the Articles of Association.
Company name
Pursuant to section 1 of the Articles of Association, the Company's name is OKEA ASA, a public limited liability company.
Objective of the Company
Pursuant to section 3 of the Articles of Association, the objective of the Company is petroleum activities on the Norwegian
continental shelf, including development and production of oil and gas, and all other business activities as are associated
with the above objectives, and share subscription or participation by other means in such operations alone or in
cooperation with others.
Registered office
Pursuant to section 2 of the Articles of Association, The Company’s registered office is in the municipality of Trondheim,
Norway.
Share capital and nominal value
Pursuant to section 4 of the Articles of Association the Company’s share capital is NOK 8,220,450 divided into 82,204,500
ordinary Shares, each Share with a nominal value of NOK 0.10. The Shares shall be registered with the Norwegian
Central Securities Depository (VPS). However, reference is made to the issue of the Trigger 1 Warrants (TG1) in
connection with the Offering as further described in Section 15.3.
Board of Directors
Pursuant to section 5 of the Articles of Association, the Board of Directors shall consist of a minimum of three and a
maximum of eleven members.
Signatory rights
Subject to section 6 of the Articles of Association, the Chairman of the Board of Directors of the Company solely, or two
directors jointly, have the right to sign on behalf of the Company.
Restrictions on transfer of Shares
The Articles of Association do not provide for any restrictions on the transfer of Shares, or a right of first refusal for the
Company. Share transfers are not subject to approval by the Board of Directors.
Restrictions on gain of control
There is no specific provisions in the Articles of Associations delaying or preventing shareholders or third party from
directly or indirectly gaining control over OKEA other than the calling notice rules delaying the adoption of resolutions
by the general meeting. Further, there is no threshold on the number of shares a shareholder or third party can acquire
in OKEA.
General meetings
Pursuant to section 7 of the Articles of Association, the general meeting shall consider and decide the following matters:


Adoption of the annual accounts and the annual report, including the question of declaration of dividends.
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Approval of the statement from the board of directors regarding salary and other remuneration to the executive
management.



Any other matters which under the law or these Articles of Association pertain to the general meeting.

As set out in section 7 of the Articles of Association, the right to participate and vote at general meetings of the Company
can only be exercised for Shares which have been acquired and registered in the shareholders register on the fifth
business day prior to the general meeting. Further, shareholders who intend to attend a general meeting of the company
shall give the Company written notice of their intention within a time limit given in the notice of the general meeting,
which cannot expire earlier than five days before the general meeting. Shareholders, who have failed to give such notice
within the time limit, can be denied admission to the general meeting in the Company.
Further, it is set out in section 7 of the Articles of Association that when documents pertaining to matters which shall be
handled at a general meeting have been made available for the shareholders on the Company's website, the statutory
requirement that the documents shall be distributed to the shareholders, does not apply. This is also applicable to
documents which according to statutory law shall be included in or attached to the notice of the general meeting. A
shareholder may nonetheless demand to be sent such documents.
The Articles of Associations does not contain any provisions on the threshold to disclose large shareholdings in OKEA.
However, reference is made to Section 16.7 in relation to the statutory regulations on disclosure of large shareholdings
under the Norwegian Securities Trading.
Electronic communication
Pursuant to section 8 of the Articles of Association, the Company's shareholders have expressly accepted that the
Company may use e-mail or other electronic communication when providing notices, information, documents, etc.
15.10.2

Certain aspects of Norwegian corporate law

General meetings
Through the general meeting, shareholders exercise supreme authority in a Norwegian company. In accordance with
Norwegian law, the annual general meeting of shareholders is required to be held on or prior to 30 June of each year.
Norwegian law requires that written notice of annual general meetings setting forth the time of, the venue for and the
agenda of the meeting be sent to all shareholders with a known address no later than 21 days before the annual general
meeting of a Norwegian public limited liability company listed on a stock exchange or a regulated market shall be held,
unless the Articles of Association stipulate a longer deadline, which is not currently the case for the Company.
A shareholder may vote at the general meeting either in person or by proxy appointed at their own discretion. Although
Norwegian law does not require the Company to send proxy forms to its shareholders for general meetings, the Company
plans to include a proxy form with notices of general meetings.
As a general rule, all shareholders who are registered in the register of shareholders maintained with the VPS as of the
date of the general meeting, or who have otherwise reported and documented ownership to Shares, are entitled to
participate at general meetings. However, subject to article 7 of the Company's Articles of Association, the right to
participate and vote at general meetings of the Company can only be exercised for Shares which have been acquired
and registered in the shareholders register on the fifth business day prior to the general meeting.
Apart from the annual general meeting, extraordinary general meetings of shareholders may be held if the Board of
Directors considers it necessary. An extraordinary general meeting of shareholders must also be convened if, in order
to discuss a specified matter, the auditor or shareholders representing at least 5% of the share capital demands this in
writing. The requirements for notice and admission to the annual general meeting also apply to extraordinary general
meetings. However, the annual general meeting of a Norwegian public limited liability company may with a majority of
at least two-thirds of the aggregate number of votes cast, as well as at least two-thirds of the share capital represented
at a general meeting resolve that extraordinary general meetings may be convened with a 14 days' notice period until
the next annual general meeting provided that the Company has procedures in place allowing shareholders to vote
electronically.
Voting rights – amendments to the Articles of Association

142

Each of the Company's shares carries one vote. In general, decisions that shareholders are entitled to make under
Norwegian law or the Articles of Association may be made by a simple majority of the votes cast. In the case of elections
or appointments, the person(s) who receive(s) the greatest number of votes cast are elected. However, as required
under Norwegian law, certain decisions, including resolutions to waive preferential rights to subscribe in connection with
any share issue in the Company, to approve a merger or demerger of the Company, to amend the Articles of Association,
to authorize an increase or reduction in the share capital, to authorize an issuance of convertible loans or warrants by
the Company or to authorize the Board of Directors to purchase Shares and hold them as treasury shares or to dissolve
the Company, must receive the approval of at least two-thirds of the aggregate number of votes cast as well as at least
two-thirds of the share capital represented at a general meeting. Norwegian law further requires that certain decisions,
which have the effect of substantially altering the rights and preferences of any shares or class of shares, receive the
approval by the holders of such shares or class of shares as well as the majority required for amending the Articles of
Association.
Decisions that (i) would reduce the rights of some or all of the Company's shareholders in respect of dividend payments
or other rights to assets or (ii) restrict the transferability of the Shares, require that at least 90% of the share capital
represented at the general meeting in question vote in favour of the resolution, as well as the majority required for
amending the Articles of Association.
In general, only a shareholder registered in the VPS is entitled to vote for such Shares. Beneficial owners of the Shares
that are registered in the name of a nominee are generally not entitled to vote under Norwegian law, nor is any person
who is designated in the VPS register as the holder of such Shares as nominees. Investors should note that there are
varying opinions as to the interpretation of the right to vote on nominee registered shares. In the Company's view, a
nominee may not meet or vote for Shares registered on a nominee account (NOM-account). A shareholder must, in
order to be eligible to register, meet and vote for such Shares at the general meeting, transfer the Shares from such
NOM-account to an account in the shareholder's name. Such registration must appear from a transcript from the VPS at
the latest at the date of the general meeting.
There are no quorum requirements that apply to the general meetings.
Additional issuances and preferential rights
If the Company issues any new Shares, including bonus share issues, the Articles of Association must be amended,
which requires the same vote as other amendments to the Articles of Association. In addition, under Norwegian law, the
Company's shareholders have a preferential right to subscribe for new Shares issued by the Company. Preferential rights
may be derogated from by resolution in a general meeting passed by the same vote required to amend the Articles of
Association. A derogation of the shareholders' preferential rights in respect of bonus issues requires the approval of all
outstanding Shares.
The general meeting may, by the same vote as is required for amending the Articles of Association, authorize the Board
of Directors to issue new Shares, and to derogate from the preferential rights of shareholders in connection with such
issuances. Such authorization may be effective for a maximum of two years, and the nominal value of the Shares to be
issued may not exceed 50% of the registered nominal share capital when the authorization is registered with the
Norwegian Register of Business Enterprises.
Under Norwegian law, the Company may increase its share capital by a bonus share issue, subject to approval by the
Company's shareholders, by transfer from the Company's distributable equity or from the Company's share premium
reserve and thus the share capital increase does not require any payment of a subscription price by the shareholders.
Any bonus issues may be affected either by issuing new shares to the Company's existing shareholders or by increasing
the nominal value of the Company's outstanding Shares.
Issuance of new Shares to shareholders who are citizens or residents of the United States upon the exercise of
preferential rights may require the Company to file a registration statement in the United States under United States
securities laws. Should the Company in such a situation decide not to file a registration statement, the Company's U.S.
shareholders may not be able to exercise their preferential rights. If a U.S. shareholder is ineligible to participate in a
rights offering, such shareholder would not receive the rights at all and the rights would be sold on the shareholder's
behalf by the Company.
Minority rights

143

Norwegian law sets forth a number of protections for minority shareholders of the Company, including but not limited to
those described in this paragraph and the description of general meetings as set out above. Any of the Company's
shareholders may petition Norwegian courts to have a decision of the Board of Directors or the Company's shareholders
made at the general meeting declared invalid on the grounds that it unreasonably favors certain shareholders or third
parties to the detriment of other shareholders or the Company itself. The Company's shareholders may also petition the
courts to dissolve the Company as a result of such decisions to the extent particularly strong reasons are considered by
the court to make necessary dissolution of the Company.
Minority shareholders holding 5% or more of the Company's share capital have a right to demand in writing that the
Board of Directors convene an extraordinary general meeting to discuss or resolve specific matters. In addition, any of
the Company's shareholders may in writing demand that the Company place an item on the agenda for any general
meeting as long as the Company is notified in time for such item to be included in the notice of the meeting. If the notice
has been issued when such a written demand is presented, a renewed notice must be issued if the deadline for issuing
notice of the general meeting has not expired.
Rights of redemption and repurchase of Shares
The share capital of the Company may be reduced by reducing the nominal value of the Shares or by cancelling Shares.
Such a decision requires the approval of at least two-thirds of the aggregate number of votes cast and at least twothirds of the share capital represented at a general meeting. Redemption of individual Shares requires the consent of
the holders of the Shares to be redeemed.
The Company may purchase its own Shares provided that the Board of Directors has been granted an authorization to
do so by a general meeting with the approval of at least two-thirds of the aggregate number of votes cast and at least
two-thirds of the share capital represented at the meeting. The aggregate nominal value of treasury shares so acquired,
and held by the Company must not exceed 10% of the Company's share capital, and treasury shares may only be
acquired if the Company's distributable equity, according to the latest adopted balance sheet, exceeds the consideration
to be paid for the shares. The authorisation by the General Meeting of the Company cannot be granted for a period
exceeding 24 months.
Shareholder vote on certain reorganisations
A decision of the Company's shareholders to merge with another company or to demerge requires a resolution by the
general meeting of the shareholders passed by at least two-thirds of the aggregate votes cast and at least two-thirds of
the share capital represented at the general meeting. A merger plan, or demerger plan signed by the Board of Directors
along with certain other required documentation, would have to be sent to all the Company's shareholders, or if the
Articles of Association stipulate that, made available to the shareholders on the Company's website, at least one month
prior to the general meeting to pass upon the matter.
Liability of board members
Members of the Board of Directors owe a fiduciary duty to the Company and its shareholders. Such fiduciary duty requires
that the Board Members act in the best interests of the Company when exercising their functions and exercise a general
duty of loyalty and care towards the Company. Their principal task is to safeguard the interests of the Company.
Members of the Board of Directors may each be held liable for any damage they negligently or willfully cause the
Company. Norwegian law permits the general meeting to discharge any such person from liability, but such discharge is
not binding on the Company if substantially correct and complete information was not provided at the general meeting
of the Company's shareholders passing upon the matter. If a resolution to discharge the Board Members from liability
or not to pursue claims against such a person has been passed by a general meeting with a smaller majority than that
required to amend the Articles of Association, shareholders representing more than 10% of the share capital or, if there
are more than 100 shareholders, more than 10% of the shareholders may pursue the claim on the Company's behalf
and in its name. The cost of any such action is not the Company's responsibility but can be recovered from any proceeds
the Company receives as a result of the action. If the decision to discharge any of the Board Members from liability or
not to pursue claims against the Board Members is made by such a majority as is necessary to amend the Articles of
Association, the minority shareholders of the Company cannot pursue such claim in the Company's name.
Indemnification of board members
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Neither Norwegian law nor the Articles of Association contains any provision concerning indemnification by the Company
of the Board of Directors. The Company is permitted to purchase insurance for its Board Members against certain
liabilities that they may incur in their capacity as such.
Distribution of assets on liquidation
Under Norwegian law, the Company may be wound-up by a resolution of the Company's shareholders at the general
meeting passed by at least two-thirds of the aggregate votes cast and at least two-thirds of the share capital represented
at the meeting. In the event of liquidation, the Shares rank equally in the event of a return on capital.

15.11

Shareholder agreements

There will at the time of listing be no shareholders’ agreements related to the Shares.
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16

SECURITIES TRADING IN NORWAY

16.1

Introduction

Oslo Børs was established in 1819 and is the principal market in which shares, bonds and other financial instruments
are traded in Norway. Oslo Børs has entered into a strategic cooperation with the London Stock Exchange group with
regards to, inter alia, trading systems for equities, fixed income and derivatives.

16.2

Trading and settlement

Trading of equities on Oslo Børs is carried out in the electronic trading system Millennium Exchange. This trading system
is in use by all markets operated by the London Stock Exchange, including the Borsa Italiana, as well as by the
Johannesburg Stock Exchange.
Official trading on Oslo Børs takes place between 09:00 hours (CET) and 16:20 hours (CET) each trading day, with pretrade period between 08:15 hours (CET) and 09:00 hours (CET), closing auction from 16:20 hours (CET) to 16:25 hours
(CET) and a post-trade period from 16:25 hours (CET) to 17:30 hours (CET). Reporting of after exchange trades can be
done until 17:30 hours (CET).
The settlement period for trading on Oslo Børs is two trading days (T+2). This means that securities will be settled on
the investor's account in VPS two days after the transaction, and that the seller will receive payment after two days.
Oslo Clearing ASA, a wholly-owned subsidiary of SIX x-clear AG, a company in the SIX group, has a licence from the
Norwegian FSA to act as a central clearing service, and has from 18 June 2010 offered clearing and counterparty services
for equity trading on Oslo Børs.
Investment services in Norway may only be provided by Norwegian investment firms holding a license under the
Norwegian Securities Trading Act, branches of investment firms from an EEA member state or investment firms from
outside the EEA that have been licensed to operate in Norway. Investment firms in an EEA member state may also
provide cross-border investment services into Norway.
It is possible for investment firms to undertake market-making activities in shares listed in Norway if they have a licence
to this effect under the Norwegian Securities Trading Act, or in the case of investment firms in an EEA member state, a
licence to carry out market-making activities in their home jurisdiction. Such market-making activities will be governed
by the regulations of the Norwegian Securities Trading Act relating to brokers' trading for their own account. However,
such market-making activities do not as such require notification to the Norwegian FSA or Oslo Børs except for the
general obligation of investment firms that are members of Oslo Børs to report all trades in stock exchange listed
securities.

16.3

Information, control and surveillance

Under Norwegian law, Oslo Børs is required to perform a number of surveillance and control functions. The Surveillance
and Corporate Control unit of Oslo Børs monitors all market activity on a continuous basis. Market surveillance systems
are largely automated, promptly warning department personnel of abnormal market developments.
The Norwegian FSA controls the issuance of securities in both the equity and bond markets in Norway and evaluates
whether the issuance documentation contains the required information and whether it would otherwise be unlawful to
carry out the issuance.
Under Norwegian law, a company that is listed on a Norwegian regulated market, or has applied for listing on such
market, must promptly release any inside information directly concerning the company (i.e. precise information about
financial instruments, the issuer thereof or other matters which are likely to have a significant effect on the price of the
relevant financial instruments or related financial instruments, and which are not publicly available or commonly known
in the market). A company may, however, delay the release of such information in order not to prejudice its legitimate
interests, provided that it is able to ensure the confidentiality of the information and that the delayed release would not
be likely to mislead the public. Oslo Børs may levy fines on companies violating these requirements.
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16.4

The VPS and transfer of shares

The Company's principal share register is operated through the VPS. The VPS is the Norwegian paperless centralized
securities register. It is a computerized book-keeping system in which the ownership of, and all transactions relating to,
Norwegian listed shares must be recorded. The VPS and Oslo Børs are both wholly-owned by Oslo Børs VPS Holding
ASA.
All transactions relating to securities registered with the VPS are made through computerized book entries. No physical
share certificates are, or may be, issued. The VPS confirms each entry by sending a transcript to the registered
shareholder irrespective of any beneficial ownership. To give effect to such entries, the individual shareholder must
establish a share account with a Norwegian account agent. Norwegian banks, Norges Bank (being the Central Bank of
Norway), authorized securities brokers in Norway and Norwegian branches of credit institutions established within the
EEA are allowed to act as account agents.
As a matter of Norwegian law, the entry of a transaction in the VPS is prima facie evidence in determining the legal
rights of parties as against the issuing company or any third party claiming an interest in the given security. A transferee
or assignee of shares may not exercise the rights of a shareholder with respect to such shares unless such transferee or
assignee has registered such shareholding or has reported and shown evidence of such share acquisition, and the
acquisition is not prevented by law, the relevant company's Articles of Association or otherwise.
The VPS is liable for any loss suffered as a result of faulty registration or an amendment to, or deletion of, rights in
respect of registered securities unless the error is caused by matters outside the VPS' control which the VPS could not
reasonably be expected to avoid or overcome the consequences of. Damages payable by the VPS may, however, be
reduced in the event of contributory negligence by the aggrieved party.
The VPS must provide information to the Norwegian FSA on an ongoing basis, as well as any information that the
Norwegian FSA requests. Further, Norwegian tax authorities may require certain information from the VPS regarding
any individual's holdings of securities, including information about dividends and interest payments.

16.5

Shareholder register – Norwegian law

Under Norwegian law, shares are registered in the name of the beneficial owner of the shares. As a general rule, there
are no arrangements for nominee registration and Norwegian shareholders are not allowed to register their shares in
VPS through a nominee. However, foreign shareholders may register their shares in the VPS in the name of a nominee
(bank or other nominee) approved by the Norwegian FSA. An approved and registered nominee has a duty to provide
information on demand about beneficial shareholders to the company and to the Norwegian authorities. In case of
registration by nominees, the registration in the VPS must show that the registered owner is a nominee. A registered
nominee has the right to receive dividends and other distributions, but cannot vote in general meetings on behalf of the
beneficial owners.

16.6

Foreign investment in shares listed in Norway

Foreign investors may trade shares listed on Oslo Børs through any broker that is a member of Oslo Børs, whether
Norwegian or foreign.

16.7

Disclosure obligations

If a person's, entity's or consolidated group's proportion of the total issued shares and/or rights to shares in a company
listed on a regulated market in Norway (with Norway as its home state, which will be the case for the Company) reaches,
exceeds or falls below the respective thresholds of 5%, 10%, 15%, 20%, 25%, 1/3, 50%, 2/3 or 90% of the share
capital or the voting rights of that company, the person, entity or group in question has an obligation under the
Norwegian Securities Trading Act to notify Oslo Børs and the issuer immediately. The same applies if the disclosure
thresholds are passed due to other circumstances, such as a change in the company's share capital.

16.8

Insider trading

According to Norwegian law, subscription for, purchase, sale or exchange of financial instruments that are listed, or
subject to the application for listing, on a Norwegian regulated market, or incitement to such dispositions, must not be
undertaken by anyone who has inside information, as defined in Section 3-2 of the Norwegian Securities Trading Act.
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The same applies to the entry into, purchase, sale or exchange of options or futures/forward contracts or equivalent
rights whose value is connected to such financial instruments or incitement to such dispositions.

16.9

Mandatory offer requirement

The Norwegian Securities Trading Act requires any person, entity or consolidated group that becomes the owner of
shares representing more than one-third of the voting rights of a company listed on a Norwegian regulated market (with
the exception of certain foreign companies) to, within four weeks, make an unconditional general offer for the purchase
of the remaining shares in that company. A mandatory offer obligation may also be triggered where a party acquires the
right to become the owner of shares that, together with the party's own shareholding, represent more than one-third of
the voting rights in the company and Oslo Børs decides that this is regarded as an effective acquisition of the shares in
question.
The mandatory offer obligation ceases to apply if the person, entity or consolidated group sells the portion of the shares
that exceeds the relevant threshold within four weeks of the date on which the mandatory offer obligation was triggered
(or provided that the person, entity or consolidated group has not already stated that it will proceed with the making of
a mandatory offer).
When a mandatory offer obligation is triggered, the person subject to the obligation is required to immediately notify
Oslo Børs and the company in question accordingly. The notification is required to state whether an offer will be made
to acquire the remaining shares in the company or whether a sale will take place. As a rule, a notification to the effect
that an offer will be made cannot be retracted. The offer and the offer document required are subject to approval by
Oslo Børs before the offer is submitted to the shareholders or made public.
The offer price per share must be at least as high as the highest price paid or agreed by the offeror for the shares in the
six-month period prior to the date the threshold was exceeded. If the acquirer acquires or agrees to acquire additional
shares at a higher price prior to the expiration of the mandatory offer period, the acquirer is obliged to restate its offer
at such higher price. A mandatory offer must be in cash or contain a cash alternative at least equivalent to any other
consideration offered. The settlement must be guaranteed by a financial institution authorised to provide such
guarantees in Norway.
In case of failure to make a mandatory offer or to sell the portion of the shares that exceeds the relevant threshold
within four weeks, Oslo Børs may force the acquirer to sell the shares exceeding the threshold by public auction.
Moreover, a shareholder who fails to make an offer may not, as long as the mandatory offer obligation remains in force,
exercise rights in the company, such as voting in a general meeting, without the consent of a majority of the remaining
shareholders. The shareholder may, however, exercise his/her/its rights to dividends and pre-emption rights in the event
of a share capital increase. If the shareholder neglects his/her/its duty to make a mandatory offer, Oslo Børs may impose
a cumulative daily fine that runs until the circumstance has been rectified.
Any person, entity or consolidated group that owns shares representing more than one-third of the votes in a company
listed on a Norwegian regulated market (with the exception of certain foreign companies) is obliged to make an offer to
purchase the remaining shares of the company (repeated offer obligation) if the person, entity or consolidated group
through acquisition becomes the owner of shares representing 40%, or more of the votes in the company. The same
applies if the person, entity or consolidated group through acquisition becomes the owner of shares representing 50%
or more of the votes in the company. The mandatory offer obligation ceases to apply if the person, entity or consolidated
group sells the portion of the shares which exceeds the relevant threshold within four weeks of the date on which the
mandatory offer obligation was triggered (provided that the person, entity or consolidated group has not already stated
that it will proceed with the making of a mandatory offer).
Any person, entity or consolidated group that has passed any of the above mentioned thresholds in such a way as not
to trigger the mandatory bid obligation, and has therefore not previously made an offer for the remaining shares in the
company in accordance with the mandatory offer rules is, as a main rule, obliged to make a mandatory offer in the event
of a subsequent acquisition of shares in the company.

16.10

Compulsory acquisition

Pursuant to the Norwegian Public Limited Companies Act and the Norwegian Securities Trading Act, a shareholder who,
directly or through subsidiaries, acquires shares representing 90% or more of the total number of issued shares in a
148

Norwegian public limited company, as well as 90% or more of the total voting rights, has a right, and each remaining
minority shareholder of the company has a right to require such majority shareholder, to effect a compulsory acquisition
for cash of the shares not already owned by such majority shareholder. Through such compulsory acquisition the majority
shareholder becomes the owner of the remaining shares with immediate effect.
If a shareholder acquires shares representing more than 90% of the total number of issued shares, as well as more than
90% of the total voting rights, through a voluntary offer in accordance with the Securities Trading Act, a compulsory
acquisition can, subject to the following conditions, be carried out without such shareholder being obliged to make a
mandatory offer: (i) the compulsory acquisition is commenced no later than four weeks after the acquisition of shares
through the voluntary offer, (ii) the price offered per share is equal to or higher than what the offer price would have
been in a mandatory offer, and (iii) the settlement is guaranteed by a financial institution authorized to provide such
guarantees in Norway.
A majority shareholder who effects a compulsory acquisition is required to offer the minority shareholders a specific
price per share, the determination of which is at the discretion of the majority shareholder.
Should any minority shareholder not accept the offered price, such minority shareholder may, within a specified deadline
of not less than two months, request that the price be set by a Norwegian court. The cost of such court procedure will,
as a general rule, be the responsibility of the majority shareholder, and the relevant court will have full discretion in
determining the consideration to be paid to the minority shareholder as a result of the compulsory acquisition. However,
where the offeror, after making a mandatory or voluntary offer, has acquired more than 90% of the voting shares of a
company and a corresponding proportion of the votes that can be cast at the general meeting, and the offeror pursuant
to Section 4-25 of the Norwegian Public Limited Companies Act completes a compulsory acquisition of the remaining
shares within three months after the expiry of the offer period, it follows from the Norwegian Securities Trading Act that
the redemption price shall be determined on the basis of the offer price for the mandatory/voluntary offer unless specific
reasons indicate another price.
Absent a request for a Norwegian court to set the price or any other objection to the price being offered, the minority
shareholders would be deemed to have accepted the offered price after the expiry of the specified deadline.

16.11

Foreign exchange controls

There are currently no foreign exchange control restrictions in Norway that would potentially restrict the payment of
dividends to a shareholder outside Norway, and there are currently no restrictions that would affect the right of
shareholders of a company that has its shares registered with the VPS who are not residents in Norway to dispose of
their shares and receive the proceeds from a disposal outside Norway. There is no maximum transferable amount either
to or from Norway, although transferring banks are required to submit reports on foreign currency exchange transactions
into and out of Norway into a central data register maintained by the Norwegian customs and excise authorities. The
Norwegian police, tax authorities, customs and excise authorities, the National Insurance Administration and the
Norwegian FSA have electronic access to the data in this register.

16.12

The Petroleum Act of 1996

The MPE shall under section 10-12 of the Petroleum Activities Act ("PA") approve transactions with transfer of a
Production Licence or participating interest in a Production License or shares or other assets which may provide decisive
control of a company or person holding participating interest in a Production License. An approval from the MPE could
be accompanied with terms and conditions for such approval, including requirements for parent company guarantees.
The MPE has stated that such control could encompass qualified control, simple majority control and negative control,
either formally or de facto. The exact threshold applicable in each case could be dependent on MPE’s discretionary power
taking into account the relevant circumstances in each case such as inter alia spread on the shares, special rights
afforded the acquirer, rights to elect members of the board of directors and the use of different share classes. Even a
shareholding of less than 30% or less in the Company could by the MPE de deemed to give decisive control.
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17

TAXATION

Set out below is a summary of certain Norwegian tax matters related to an investment in the Company. The summary
regarding Norwegian taxation is based on the laws in force in Norway as at the date of this Prospectus, which may be
subject to any changes in law occurring after such date. Such changes could possibly be made on a retrospective basis.
The following summary does not purport to be a comprehensive description of all the tax considerations that may be
relevant to a decision to purchase, own or dispose of the shares in the Company. Shareholders who wish to clarify their
own tax situation should consult with and rely upon their own tax advisers. Shareholders resident in jurisdictions other
than Norway and shareholders who cease to be resident in Norway for tax purposes (due to domestic tax law or tax
treaty) should specifically consult with and rely upon their own tax advisers with respect to the tax position in their
country of residence and the tax consequences related to ceasing to be resident in Norway for tax purposes. The
statements in the summary only apply to shareholders who are beneficial owners of the Shares.
Please note that for the purpose of the summary below, a reference to a Norwegian or non-Norwegian shareholder refers
to the tax residency rather than the nationality of the shareholder.

17.1

Norwegian taxation

17.1.1

Taxation of dividends

Norwegian Personal Shareholders
Dividends distributed to shareholders who are individuals residing in Norway for tax purposes (“Norwegian Personal
Shareholders”) are taxable in Norway for such shareholders currently at an effective tax rate of 31.68% to the extent
the dividend exceeds a tax-free allowance; i.e. dividends received, less the tax free allowance, shall be multiplied by
1.44 which are then included as ordinary income taxable at a flat rate of 22%, increasing the effective tax rate on
dividends received by Norwegian Personal Shareholders to 31.68%.
The allowance is calculated on a share-by-share basis. The allowance for each share is equal to the cost price of the
share multiplied by a determined risk free interest rate based on the effective rate of interest on treasury bills (Nw.:
statskasseveksler) with three months maturity plus 0.5 percentage points, after tax. The allowance is calculated for each
calendar year, and is allocated solely to Norwegian Personal Shareholders holding shares at the expiration of the relevant
calendar year.
Norwegian Personal Shareholders who transfer shares will thus not be entitled to deduct any calculated allowance related
to the year of transfer. Any part of the calculated allowance one year exceeding the dividend distributed on the share
("excess allowance") may be carried forward and set off against future dividends received on, or gains upon realization,
of the same share (but may not be set off against taxable dividends or capital gains on other Shares). Furthermore,
excess allowance can be added to the cost price of the share and included in basis for calculating the allowance on the
same share the following year.
Norwegian Corporate Shareholders
Dividends distributed to shareholders who are limited liability companies (and certain similar entities) domiciled in
Norway for tax purposes ("Norwegian Corporate Shareholders"), are effectively taxed at a rate of currently 0.66%
(3% of dividend income from such shares is included in the calculation of ordinary income for Norwegian Corporate
Shareholders and ordinary income is subject to tax at a flat rate of 22%).
Non-Norwegian Personal Shareholders
Dividends distributed to shareholders who are individuals not residing in Norway for tax purposes ("Non-Norwegian
Personal Shareholders"), are as a general rule subject to withholding tax at a rate of 25%. The withholding tax rate
of 25% is normally reduced through tax treaties between Norway and the country in which the shareholder is resident.
The withholding obligation lies with the company distributing the dividends and the Company assumes this obligation.
Non-Norwegian Personal Shareholders residing within the EEA for tax purposes may apply individually to Norwegian tax
authorities for a refund of an amount corresponding to the calculated tax-free allowance on each individual share (please
see “Taxation of dividends – Norwegian Personal Shareholders” above). However, the deduction for the tax-free
allowance does not apply in the event that the withholding tax rate, pursuant to an applicable tax treaty, leads to a
lower taxation of the dividends than the withholding tax rate of 25% less the tax-free allowance.
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If a Non-Norwegian Personal Shareholder is carrying on business activities in Norway and the shares are effectively
connected with such activities, the shareholder will be subject to the same taxation of dividends as a Norwegian Personal
Shareholder, as described above.
Non-Norwegian Personal Shareholders who have suffered a higher withholding tax than set out in an applicable tax
treaty may apply to the Norwegian tax authorities for a refund of the excess withholding tax deducted.
Non-Norwegian Personal Shareholders should consult their own advisers regarding the availability of treaty benefits in
respect of dividend payments, including the possibility of effectively claiming a refund of withholding tax.
Non-Norwegian Corporate Shareholders
Dividends distributed to shareholders who are limited liability companies (and certain other entities) domiciled outside
of Norway for tax purposes ("Non-Norwegian Corporate Shareholders"), are as a general rule subject to withholding
tax at a rate of 25%. The withholding tax rate of 25% is normally reduced through tax treaties between Norway and the
country in which the shareholder is resident.
Dividends distributed to Non-Norwegian Corporate Shareholders domiciled within the EEA for tax purposes are exempt
from Norwegian withholding tax provided that the shareholder is the beneficial owner of the shares and that the
shareholder is genuinely established and performs genuine economic business activities within the relevant EEA
jurisdiction.
If a Non-Norwegian Corporate Shareholder is carrying on business activities in Norway and the shares are effectively
connected with such activities, the shareholder will be subject to the same taxation of dividends as a Norwegian
Corporate Shareholder, as described above.
Non-Norwegian Corporate Shareholders who have suffered a higher withholding tax than set out in an applicable tax
treaty may apply to the Norwegian tax authorities for a refund of the excess withholding tax deducted. The same will
apply to Non-Norwegian Corporate Shareholders who have suffered withholding tax although qualifying for the
Norwegian participation exemption.
Nominee registered shares will be subject to withholding tax at a rate of 25% unless the nominee has obtained approval
from the Norwegian Tax Directorate for the dividend to be subject to a lower withholding tax rate. To obtain such
approval the nominee is required to file a summary to the tax authorities including all beneficial owners that are subject
to withholding tax at a reduced rate.
New rules commenced on 1 January 2019 with respect to the documentation of the applicability of reduced withholding
tax rates. Inter alia, all Non-Norwegian Corporate Shareholders must document their entitlement to a reduced
withholding tax rate by either (i) presenting an approved withholding tax refund application or (ii) present an approval
from the Norwegian tax authorities confirming that the recipient is entitled to a reduced withholding tax rate. Such
documentation must be provided to either the nominee or the account operator (VPS).
The withholding obligation in respect of dividends distributed to Non-Norwegian Corporate Shareholders and on nominee
registered shares lies with the company distributing the dividends and the Company assumes this obligation.
Non-Norwegian Corporate Shareholders should consult their own advisers regarding the availability of treaty benefits in
respect of dividend payments, including the possibility of effectively claiming a refund of withholding tax.
17.1.2

Taxation of capital gains on realisation of shares

Norwegian Personal Shareholders
Sale, redemption or other disposal of shares is considered a realization for Norwegian tax purposes. A capital gain or
loss generated by a Norwegian Personal Shareholder through a disposal of shares is taxable or tax deductible in Norway.
The effective tax rate on gain or loss related to shares realized by Norwegian Personal Shareholders is 31.68%); i.e.
capital gains (less the tax free allowance) and losses shall be multiplied by 1.44 which are then included in or deducted
from the Norwegian Personal Shareholder's ordinary income in the year of disposal. Ordinary income is taxable at a flat
rate of 22%), increasing the effective tax rate on gains/losses realized by Norwegian Personal Shareholders to 31.68%.

151

The gain is subject to tax and the loss is tax deductible irrespective of the duration of the ownership and the number of
shares disposed of.
The taxable gain/deductible loss is calculated per share as the difference between the consideration for the share and
the Norwegian Personal Shareholder's cost price of the share, including costs incurred in relation to the acquisition or
realization of the share. From this capital gain, Norwegian Personal Shareholders are entitled to deduct a calculated
allowance provided that such allowance has not already been used to reduce taxable dividend income. Please refer to
Section 17.1.1 “Taxation of dividends” above for a description of the calculation of the allowance. The allowance may
only be deducted in order to reduce a taxable gain, and cannot increase or produce a deductible loss, i.e. any unused
allowance exceeding the capital gain upon the realization of a share will be annulled. Unused allowance may not be set
off against gains form realisation of other shares.
If the Norwegian Personal Shareholder owns shares acquired at different points in time, the shares that were acquired
first will be regarded as the first to be disposed of, on a first-in first-out basis.
Special rules apply for Norwegian Personal Shareholders that cease to be tax-resident in Norway.
Norwegian Personal Shareholders may hold the Shares through a Norwegian share saving account (Nw.:
aksjesparekonto). Gains derived upon the realization of Shares held through a share saving account will be exempt from
Norwegian taxation and losses will not be tax deductible. Withdrawal of funds from the share saving account exceeding
the Norwegian Personal Shareholder's paid in deposit, will be regarded as taxable income, subject to tax at an effective
tax rate of 31.68%). Norwegian Personal Shareholders will be entitled to a calculated tax-free allowance provided that
such allowance has not already been used to reduce taxable dividend income (please see “Taxation of dividends –
Norwegian Personal Shareholders” above). The tax-free allowance is calculated based on the lowest paid in deposit in
the account during the income year, plus any unused tax-free allowance from previous years. The tax-free allowance
can only be deducted in order to reduce taxable income, and cannot increase or produce a deductible loss. Any excess
allowance may be carried forward and set off against future withdrawals from the account or future dividends received
on shares held through the account.
Norwegian Corporate Shareholders
Norwegian Corporate Shareholders are exempt from tax on capital gains derived from the realization of shares qualifying
for participation exemption, including shares in the Company. Losses upon the realization and costs incurred in
connection with the purchase and realization of such shares are not deductible for tax purpose.
Special rules apply for Norwegian Corporate Shareholders that cease to be tax-resident in Norway.
Non-Norwegian Personal Shareholders
Gains from the sale or other disposal of shares by a Non-Norwegian Personal Shareholder will not be subject to taxation
in Norway unless the Non-Norwegian Personal Shareholder holds the shares in connection with business activities carried
out or managed from Norway.
Non-Norwegian Corporate Shareholders
Capital gains derived by the sale or other realization of shares by Non-Norwegian Corporate Shareholders are not subject
to taxation in Norway.
17.1.3

Net wealth tax

The value of shares is included in the basis for the computation of net wealth tax imposed on Norwegian Personal
Shareholders. Currently, the marginal net wealth tax rate is 0.85% of the value assessed. The value for assessment
purposes for listed shares is equal to 75% of the listed value as of 1 January in the year of assessment (i.e. the year
following the relevant fiscal year). The value of debt allocated to the listed shares for Norwegian wealth tax purposes is
reduced correspondingly.
Norwegian Corporate Shareholders are not subject to net wealth tax.
Shareholders not resident in Norway for tax purposes are not subject to Norwegian net wealth tax. Non-Norwegian
Personal Shareholders can, however, be taxable if the shareholding is effectively connected to the conduct of trade or
business in Norway.
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17.1.4

VAT and transfer taxes

No VAT, stamp or similar duties are currently imposed in Norway on the transfer or issuance of shares.
17.1.5

Inheritance tax

A transfer of shares through inheritance or as a gift does not give rise to inheritance or gift tax in Norway.
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18

THE TERMS OF THE OFFERING

18.1

Overview of the Offering

The Offering consists of an offer of (i) up to 26,000,000 New Shares to be issued by the Company, and (ii) up to
4,180,000 Sale Shares offered by the Selling Shareholders. In addition, the Managers may elect to over-allot a number
of Additional Shares, equalling up to approximately 15% of the number of New Shares allocated in the Offering. The
Lending Shareholders is expected to grant the Managers an Over-Allotment Option, which may be exercised on behalf
of the Managers by Pareto Securities, as Stabilisation Manager, to purchase a corresponding number of Additional Shares
to cover any such over-allotments. Assuming the Over-Allotment Option is exercised in full and that all the New Shares
are issued and all the Sale Shares are sold in the Offering, the Offering will amount to up to 34,080,000 Offer Shares.
The Offering consists of:
•

An Institutional Offering, in which Offer Shares are being offered (a) to institutional and professional investors
in Norway, (b) investors outside Norway and the United States, subject to applicable exemptions from
prospectus and registration requirements, and (c) in the United States to QIBs, as defined in, and in reliance
on Rule 144A of the U.S. Securities Act or another available exemption from registration under the U.S.
Securities Act. The Institutional Offering is subject to a lower limit per application of NOK 2,000,000.

•

A Retail Offering, in which Offer Shares are being offered to the public in Norway subject to a lower limit per
application of an amount of NOK 10,500 and an upper limit per application of NOK 1,999,999 for each investor.
Investors who intend to place an order in excess of NOK 1,999,999 must do so in the Institutional Offering.
Multiple applications by one applicant in the Retail Offering will be treated as one application with respect to the
maximum application limit.

All offers and sales in the United States will be made only to QIBs in reliance on Rule 144A or pursuant to another
exemption from, or in transactions not subject to, the registration requirements of the U.S. Securities Act. All offers and
sales outside the United States will be made in compliance with Regulation S of the U.S. Securities Act.
This Prospectus does not constitute an offer of, or an invitation to purchase, Offer Shares in any jurisdiction in which
such offer or sale would be unlawful. For further details, see “Important Information” and Section 19 “Selling and Transfer
Restrictions”.
The Bookbuilding Period in the Institutional Offering will take place from 28 May 2019 at 09:00 hours (CET) to 6 June
2019 at 15:00 hours (CET). The Application Period in the Retail Offering will take place from 28 May 2019 at 09:00 hours
(CET) to 6 June 2019 at 12:00 hours (CET). The Company, in consultation with the Managers, reserves the right to
shorten or extend the Bookbuilding Period and Application Period at any time and at their sole discretion. Any shortening
of the Bookbuilding Period and/or the Application Period will be announced through Oslo Børs’ information system on or
before 09:00 hours (CET) on the prevailing expiration date of the Bookbuilding Period, provided, however, that in no
event will the Bookbuilding Period and/or Application Period expire prior to 16:30 hours (CET) on 5 June 2019. Any
extension of the Bookbuilding Period and/or the Application Period will be announced through Oslo Børs’ information
system on or before 09:00 hours (CET) on the first business day following the then prevailing expiration date of the
Bookbuilding Period. An extension of the Bookbuilding Period and/or the Application Period can be made one or several
times provided, provided, however, that in no event will the Bookbuilding Period and/or Application Period be extended
beyond 15:00 hours (CET) on 14 June 2019. In the event of a shortening or an extension of the Bookbuilding Period
and/or the Application Period, the allocation date, the payment due dates and the dates of delivery of Offer Shares will
be changed accordingly, but the date of the Listing and commencement of trading on Oslo Børs may not necessarily be
changed.
The Company has, together with the Managers, set an Indicative Price Range in the Offering from NOK 25 to NOK 33
per Offer Share. Assuming that the Offer Price is set at the mid-point of this range and that all the New Shares and all
the Sale Shares are issued/sold in the Offering (i.e. excluding any over-allotments), the gross proceeds from the Offering
will be NOK 875,220,000. The Company, in consultation with the Managers, will determine the number of Offer Shares
and the Offer Price on the basis of the bookbuilding process in the Institutional Offering and the number of applications
received in the Retail Offering. The bookbuilding process, which will form the basis for the final determination of the
number of Offer Shares and the Offer Price, will be conducted only in connection with the Institutional Offering. The
Indicative Price Range may be amended during the Bookbuilding Period and the Offer Price may be set within, above or
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below the Indicative Price Range. Any such amendments to the Indicative Price Range will be announced through Oslo
Børs’ information system.
The Company expects that it will, on or about 6 June 2019, together with the Selling Shareholders and the Lending
Shareholders (as defined below), enter into a placing agreement (the "Placing Agreement") with the Managers with
respect to the Offering of the Offer Shares. On the terms and subject to the conditions set forth in the Placing Agreement,
the Managers are on 7 June 2019 expected to, in order to provide for prompt registration of the New Shares with the
Norwegian Register of Business Enterprises, pre-fund payment for the New Shares allotted in the Offering at a total
subscription price equal to the Offer Price multiplied by the number of New Shares. In addition, certain existing
shareholders are expected to grant to the Managers the Over-Allotment Option, which may be exercised on behalf of
the Managers by the Stabilisation Manager, to purchase a number of Additional Shares, equalling up to approximately
15% of the final number of New Shares at the Offer Price, exercisable, in whole or in part, no later than the 30th day
following the time at which trading in the Shares commences on Oslo Børs, which is expected to be at 09:00 hours (CET)
on or about 11 June 2019. The Over-Allotment Option will be granted to cover over-allotments, if any, made in connection
with the Offering on the terms and subject to the conditions described in this Prospectus. In order to permit delivery in
respect of over-allotments made, if any, the Lending Shareholders will grant to the Stabilisation Manager an option (the
“Lending Option”) to require the Lending Shareholders to lend to the Stabilisation Manager, on behalf of the Managers,
up to a number of Shares equal to the number of Additional Shares. See Section 18.12 “Over-allotment and stabilisation
activities” for further details.
Delivery of the Offer Shares to investors being allocated Offer Shares in the Offering, subject to due payment for allocated
Offer Shares having been received from investors, is expected to take place on or about 12 June 2019 in the Retail
Offering, and 12 June 2019 in the Institutional Offering (on a delivery versus payment basis).
Completion of the Offering is conditional upon, among other conditions, the Company satisfying the listing conditions
and being listed on Oslo Børs, see Section 18.16 “Conditions for completion of the Offering – Listing and trading of the
Offer Shares”.
The Company has made certain representations and warranties in favour of, and agreed to certain undertakings with,
the Managers in the mandate agreement, the Placing Agreement and ancillary agreements and documents entered into
in connection with the Offering and the Listing. The Company has undertaken, subject to certain conditions and
limitations, to indemnify the Managers against certain losses and liabilities arising out of or in connection with the
Offering.
See Section 0 “Following completion of the Offering, the immediate dilution for the existing shareholders who do not
participate in the Offering is expected to be approximately 32%, assuming issuance of all the New Shares, and
approximately 37% including the Trigger 1 Warrants (TG1), who are issued and dilutive as a consequence of completing
the Offering
Expenses of the Offering and the Listing” for information regarding fees expected to be paid to the Managers and costs
expected to be paid by the Company in connection with the Offering.

18.2

The Selling Shareholders

In the Offering, the Sale Shares will be offered by the Selling Shareholders in the amounts set out in the table below.
Selling Shareholders
OKEA Holdings Ltd.

Business address
c/o MQ Services Ltd, Victoria Palace, 31 Victoria

Sale Shares to be sold
Up to 4,000,000

Street, BM-Hamilton HM 10, Bermuda
Kebs AS1

Askeladdveien 24, N-0851 Oslo, Norway

Skjefstad Vestre AS2

Skjefstadbakkan 78,7083 Leinstrand, Norway

1

Kebs AS is wholly-owned by Knut Arild Evensen, SVP Finance and Investor Relations.

2

Skjefstad Vestre AS wholly-owned by Ola Borten Moe, SVP Business Development.

Up to 130,000
Up to 50,000

The Sale Shares represent up to 13.92% of the Shares held by OKEA Holdings Ltd., up to 24.46% of the Shares held by
Kebs AS and up to 9.17% of the Shares held by Skjefstad Vestre AS.
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In addition, BCPR Pte. Ltd. and OKEA Holdings Ltd. (jointly the "Lending Shareholders") is expected to grant the
Managers an option to purchase up to 3,900,000 Additional Shares, equal to approximately 15% of the number of New
Shares to be sold in the Offering (the "Over-Allotment Option").
Pursuant to the agreements with the Managers, the Selling Shareholders have agreed to be subject to a lock-up period
after the first day of trading and official listing of the Offer Shares, subject to certain exceptions. See Section 18.19
"Lock-up".
The final number of Sale Shares to be sold in the Offering will be determined by the Company and the Selling
Shareholders after consultation with the Managers on or about 6 June 2019.

18.3

Timetable

The timetable set out below provides certain indicative key dates for the Offering (subject to shortening or extensions):
Bookbuilding Period commences

28 May 2019 at 09:00 hours (CET)

Bookbuilding Period expires

6 June 2019 at 15:00 hours (CET)

Application Period (Retail Offering) commences

28 May 2019 at 09:00 hours (CET)

Application Period (Retail Offering) ends

6 June 2019 at 12:00 hours (CET)

Allocation of the Offer Shares

6 June 2019

Publication of the results of the Offering

No later than 7 June 2019 at 09:00
hours (CET)

Distribution of allocation notes/contract notes

On or about 7 June 2019

Registration of the Company's new share capital in the Norwegian Register of Business

On or about 7 June 2019

Enterprises
Accounts from which payment will be debited in the Retail Offering to be sufficiently funded

On or about 7 June 2019

Payment date in the Retail Offering

On or about 11 June 2019

Delivery of the Offer Shares in the Retail Offering

On or about 12 June 2019

Payment date and delivery of Offer Shares in the Institutional Offering (DvP)

On or about 12 June 2019

First day of Listing of the Shares

On or about 11 June 2019

Note that the Company, in consultation with the Managers, reserves the right to shorten or extend the Bookbuilding
Period and the Application Period at their sole discretion. In the event of a shortening or an extension of the Bookbuilding
Period and/or the Application Period, the allocation date, the payment due dates and the dates of delivery of Offer Shares
will be changed accordingly, but the date of the Listing and commencement of trading on Oslo Børs may not necessarily
be changed.

18.4

Resolution relating to the Offering and the issue of New Shares

In the Annual General Meeting held on 9 May 2019, the Board of Directors was granted the following authorisation to
increase the share capital of the Company in connection with inter alia the Listing (unofficial translation from Norwegian):
"The Board is granted the authorisation to increase the share capital by a maximum amount of NOK 2 600 000 in
one or more share capital increases through issuance of new shares. The subscription price per share and other
conditions for subscription shall be fixed by the Board in connection with each issuance. The authorisation is valid
from registration with the Register of Business Enterprises and until the Annual General Meeting in 2020, however
no longer than until 30 June 2020. Existing shareholders’ pre-emptive rights to subscribe for and to be allocated
shares may be derogated from. This authorisation may be used in connection with capital raisings, including a
potential stock exchange listing of the Company's shares. The authorisation covers share capital increases against
contribution in cash, as well as share capital increases against contribution in kind and with special subscription
terms, cf. section 10-2 of the Norwegian Public Limited Liability Companies Act. The authorisation does not cover
resolutions to merge. The Board shall resolve the necessary amendments to the articles of association in accordance
with capital increases resolved pursuant to this authorisation."
Following the expiry of the Bookbuilding Period and the Application Period, the Company will consider on or about 6 June
2019 and, if thought fit, approve completion of the Offering and, in consultation with the Managers, determine the final
Offer Price and the number of and allocation of the Offer Shares. If the Company determines that the Offering shall be
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completed, then the Board of Directors will proceed to increase the share capital of the Company by issuance of the New
Shares. The New Shares are expected to be issued on or about 7 June 2019.

18.5

The Institutional Offering

18.5.1

Determination of the number of Offer Shares and the Offer Price

The Company has, together with the Managers, set an Indicative Price Range for the Offering from NOK 25 to NOK 33
per Offer Share. The Company, in consultation with the Managers, will determine the number of Offer Shares and the
Offer Price on the basis of the applications received and not withdrawn in the Institutional Offering during the
Bookbuilding Period and the number of applications received in the Retail Offering. The Offer Price will be determined on
or about 6 June 2019. The Offer Price may be set within, below or above the Indicative Price Range. Investors’
applications for Offer Shares in the Institutional Offering will, after the end of the Bookbuilding Period, be irrevocable
and binding regardless of whether the Offer Price is set within, above or below the Indicative Price Range. The final Offer
Price is expected to be announced by the Company through Oslo Børs’ information system system no later than 7 June
2019 at 09:00 hours (CET) under the ticker code “OKEA”.
18.5.2

Bookbuilding Period

The Bookbuilding Period in the Institutional Offering will be from 28 May 2019 at 09:00 hours (CET) to 6 June 2019 at
15:00 hours (CET), unless shortened or extended.
The Company, in consultation with the Managers, may shorten or extend the Bookbuilding Period at any time and for
any reason, and extension may be made on one or several occasions. The Bookbuilding Period may in no event expire
prior to 16:30 hours (CET) on 5 June 2019 or be extended beyond 15:00 hours (CET) on 14 June 2019. In the event of
a shortening or an extension of the Bookbuilding Period, the allocation date, the payment due date and the date of
delivery of Offer Shares will be changed accordingly, but the date of the Listing and commencement of trading on Oslo
Børs may not necessarily be changed.
18.5.3

Minimum application

The Institutional Offering is subject to a minimum application of NOK 2,000,000 per application. Investors in Norway
who intend to place an application for less than NOK 2,000,000 must do so in the Retail Offering.
18.5.4

Application procedure

Applications for Offer Shares in the Institutional Offering must be made during the Bookbuilding Period by informing one
of the Managers shown below of the number of Offer Shares that the investor wishes to order, and the price that the
investor is offering to pay per Offer Share.
Pareto Securities

SEB

Dronning Mauds gate 3

Filipstad Brygge 1

SpareBank 1 Markets
Olav V’s gate 5

P.O. Box 1411 Vika

P.O. Box 1843 Vika

P.O. Box 1398 Vika

N-0115 Oslo

N-0123 Oslo

N-0114 Oslo

Norway

Norway

Norway

Tel: +47 22 87 87 00

Tel: +47 22 82 70 00

Tel: + 47 24 14 74 00

E-mail: subscription@paretosec.com

E-mail: subscriptions@seb.no

E-mail: subscription@sb1markets.no

www.paretosec.com

www.seb.no

www.sb1markets.no

All applications in the Institutional Offering will be treated in the same manner regardless of which Manager the applicant
chooses to place the application with. Any orally placed application in the Institutional Offering will be binding upon the
investor and subject to the same terms and conditions as a written application. The Managers may, at any time and in
their sole discretion, require the investor to confirm any orally placed application in writing. Applications made may be
withdrawn or amended by the investor at any time up to the expiry of the Bookbuilding Period. At the close of the
Bookbuilding Period, all applications in the Institutional Offering that have not been withdrawn or amended are
irrevocable and binding upon the investor.
18.5.5

Allocation, payment for and delivery of Offer Shares

The Managers expect to issue notifications of allocation of Offer Shares in the Institutional Offering on or about 7 June
2019, by issuing contract notes to the applicants by mail or otherwise.
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Payment by applicants in the Institutional Offering will take place against delivery of Offer Shares. Delivery and payment
for Offer Shares is expected to take place on or about 12 June 2019 (the “Institutional Closing Date”) through the
facilities of the VPS.
For late payment, interest will accrue on the amount due at a rate equal to the prevailing interest rate under the
Norwegian Act on Overdue Payment of 17 December 1976 no. 100 (the “Norwegian Act on Overdue Payment”),
which, at the date of this Prospectus, is 8.75% per annum. Should payment not be made when due, the Offer Shares
allocated will not be delivered to the applicants, and the Managers reserve the right, at the risk and cost of the applicant,
to cancel the application and to re-allot or otherwise dispose of the allocated Offer Shares on such terms and in such
manner as the Managers may decide (and the applicant will not be entitled to any profit there from). The original
applicant remains liable for payment for the Offer Shares allocated to the applicant, together with any interest, cost,
charges and expenses accrued, and the Managers may enforce payment of any such amount outstanding.
In order to provide for prompt registration of the share capital increase in the Company relating to the issuance of the
New Shares with the Norwegian Register of Business Enterprises, the Managers are expected to, on behalf of the
applicants, subscribe for and pre-fund payment for the New Shares allocated in the Offering at a total subscription
amount equal to the Offer Price multiplied by the number of New Shares; and by placing an application, the applicant
irrevocably authorises and instructs the Managers, or someone appointed by the Managers, to do so on its behalf.
Irrespective of any such subscription and pre-funding of payment for New Shares, the original applicant will remain liable
for payment of the Offer Price for the Offer Shares allocated to the applicant, together with any interest, costs, charges
and expenses accrued, and the Company and/or the Managers may enforce payment of any such amount outstanding.
The subscription and pre-funding by the Managers of the New Shares as described above constitute an integrated sales
process where the investors subscribe for and purchase New Shares from the Company based on this Prospectus, which
has been prepared by the Company. The investors will not have any rights or claims against any of the Managers.

18.6

The Retail Offering

18.6.1

Offer Price

The price for the Offer Shares offered in the Retail Offering will be the same as in the Institutional Offering, see Section
18.5.1 “Determination of the number of Offer Shares and the Offer Price”.
Each applicant in the Retail Offering will be permitted, but not required, to indicate when ordering through the VPS online
application system or on the application form to be used to apply for Offer Shares in the Retail Offering, attached to this
Prospectus as Appendix G (the “Retail Application Form”), that the applicant does not wish to be allocated Offer
Shares should the Offer Price be set above the highest price in the Indicative Price Range (i.e. NOK 33 per Offer Share).
If the applicant does so, the applicant will not be allocated any Offer Shares in the event that the Offer Price is set above
the highest price in the Indicative Price Range. If the applicant does not expressly stipulate such reservation when
ordering through the VPS online application system or on the Retail Application Form, the application will be binding
regardless of whether the Offer Price is set within or above (or below) the Indicative Price Range, as long as the Offer
Price has been determined on the basis of orders placed during the bookbuilding process described above.
18.6.2

Application Period

The Application Period during which applications for Offer Shares in the Retail Offering will be accepted will last from 28
May 2019 at 09:00 hours (CET) to 6 June 2019 at 12:00 hours (CET), unless shortened or extended. The Company, in
consultation with the Managers, may shorten or extend the Application Period at any time and for any reason, and
extension may be made on one or several occasions. The Application Period may in no event expire prior to 16:30 hours
(CET) on 5 June 2019 or be extended beyond 15:00 hours (CET) on 14 June 2019. In the event of a shortening or an
extension of the Application Period, the allocation date, the payment due date and the date of delivery of Offer Shares
will be changed accordingly, but the date of the Listing and commencement of trading on Oslo Børs may not necessarily
be changed.
18.6.3

Minimum and maximum application

The Retail Offering is subject to a minimum application amount of NOK 10,500 and a maximum application amount of
NOK 1,999,999 for each applicant.
Multiple applications are allowed. One or multiple applications from the same applicant in the Retail Offering with a total
application amount in excess of NOK 1,999,999 will be adjusted downwards to an application amount of NOK 1,999,999.
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If two or more identical application forms are received from the same investor, the application form will only be counted
once unless otherwise explicitly stated on one of the application forms. In the case of multiple applications through the
VPS online application system or applications made both on a physical application form and through the VPS online
application system, all applications will be counted. Investors who intend to place an order in excess of NOK 1,999,999
must do so in the Institutional Offering.
18.6.4

Application procedures and application offices

Norwegian applicants in the Retail Offering who are residents of Norway with a Norwegian personal
identification number are recommended to apply for Offer Shares through the VPS online application system
by following the link to such online application system on the following websites: www.paretosec.com,
www.seb.no and www.sb1markets.no. Applicants in the Retail Offering not having access to the VPS online
application system must apply for Offer Shares using the Retail Application Form attached to this Prospectus as Appendix
G “Application Form for the Retail Offering”. Retail Application Forms, together with this Prospectus, may be obtained
from the Company, the Company’s website www.okea.no, the Managers’ websites or the application offices listed below.
Applications made through the VPS online application system must be duly registered during the Application Period.
The application offices for physical applications in the Retail Offering are:
Pareto Securities

SEB

SpareBank 1 Markets

P.O. Box 1411 Vika

P.O. Box 1843 Vika

P.O. Box 1398 Vika

N-0115 Oslo

N-0123 Oslo

N-0114 Oslo

Norway

Norway

Norway

Tel: +47 22 87 87 00

Tel: + 47 22 82 70 00

Tel: + 47 24 14 74 00

E-mail: subscription@paretosec.com

E-mail: subscriptions@seb.no

E-mail: subscription@sb1markets.no

www.paretosec.com

www.seb.no

www.sb1markets.no

All applications in the Retail Offering will be treated in the same manner regardless of which of the above Managers the
applications are placed with. Further, all applications in the Retail Offering will be treated in the same manner regardless
of whether they are submitted by delivery of a Retail Application Form or through the VPS online application system.
Retail Application Forms that are incomplete or incorrectly completed, electronically or physically, or that are received
after the expiry of the Application Period, may be disregarded without further notice to the applicant. Properly completed
Retail Application Forms must be received by one of the application offices listed above or registered electronically
through the VPS online application system by 12:00 hours (CET) on 6 June 2019, unless the Application Period is being
shortened or extended. None of the Company, the Selling Shareholders or any of the Managers may be held responsible
for postal delays, unavailable fax lines, internet lines or servers or other logistical or technical matters that may result
in applications not being received in time or at all by any application office.
Subject to Section 18.6.1 “Offer Price” above, all applications made in the Retail Offering will be irrevocable and binding
upon receipt of a duly completed Retail Application Form, or in the case of applications through the VPS online application
system, upon registration of the application, irrespective of any extension of the Application Period, and cannot be
withdrawn, cancelled or modified by the applicant after having been received by the application office, or in the case of
applications through the VPS online application system, upon registration of the application.
18.6.5

Allocation, payment and delivery of Offer Shares

Pareto Securities, acting as settlement agent for the Retail Offering, expects to issue notifications of allocation of Offer
Shares in the Retail Offering on or about 7 June 2019, by issuing allocation notes to the applicants by mail or otherwise.
Any applicant wishing to know the precise number of Offer Shares allocated to it, may contact one of the application
offices listed above on or about 7 June 2019 during business hours. Applicants who have access to investor services
through an institution that operates the applicant’s account with the VPS for the registration of holdings of securities
(“VPS account”) should be able to see how many Offer Shares they have been allocated from on or about 7 June 2019.
In registering an application through the VPS online application system or completing a Retail Application Form, each
applicant in the Retail Offering will authorise Pareto Securities (on behalf of the Managers) to debit the applicant’s
Norwegian bank account for the total amount due for the Offer Shares allocated to the applicant. The applicant’s bank
account number must be stipulated on the VPS online application or on the Retail Application Form. Accounts will be
debited on or about 11 June 2019 (the “Payment Date”), and there must be sufficient funds in the stated bank account
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from and including 7 June 2019. Applicants who do not have a Norwegian bank account must ensure that payment for
the allocated Offer Shares is made on or before the Payment Date (expected to be on or about 11 June 2019).
Further details and instructions will be set out in the allocation notes to the applicant to be issued on or about 7 June
2019, or can be obtained by contacting Pareto Securities at +47 22 87 87 00.
Should any applicant have insufficient funds on his or her account, or should payment be delayed for any reason, or if
it is not possible to debit the account, interest will accrue on the amount due at a rate equal to the prevailing interest
rate under the Norwegian Act on Interest on Overdue Payments, which at the date of this Prospectus is 8.75% per
annum. Pareto Securities (on behalf of the Managers) reserves the right (but has no obligation) to make up to three
debit attempts through 19 June 2019 if there are insufficient funds on the account on the Payment Date. Should payment
not be made when due, the Offer Shares allocated will not be delivered to the applicant, and the Managers reserve the
right, at the risk and cost of the applicant, to cancel at any time thereafter the application and to re-allot or otherwise
dispose of the allocated Offer Shares, on such terms and in such manner as the Managers may decide (and the applicant
will not be entitled to any profit there from). The original applicant will remain liable for payment of the Offer Price for
the Offer Shares allocated to the applicant, together with any interest, costs, charges and expenses accrued, and the
Managers may enforce payment of any such amount outstanding.
In order to provide for prompt registration of the share capital increase in the Company relating to the issuance of the
New Shares with the Norwegian Register of Business Enterprises, the Managers are expected to, on behalf of the
applicants, subscribe for and pre-fund payment for the New Shares allocated in the Offering at a total subscription
amount equal to the Offer Price multiplied by the number of New Shares; and by placing an application, the applicant
irrevocably authorises and instructs the Managers, or someone appointed by the Managers, to do so on its behalf.
Irrespective of any such subscription and pre-funding of payment for New Shares, the original applicant will remain liable
for payment of the Offer Price for the Offer Shares allocated to the applicant, together with any interest, costs, charges
and expenses accrued, and the Company and/or the Managers may enforce payment of any such amount outstanding.
The subscription and pre-funding by the Managers of the New Shares as described above constitute an integrated sales
process where the investors subscribe for and purchase New Shares from the Company based on this Prospectus, which
has been prepared by the Company. The investors will not have any rights or claims against any of the Managers.
Subject to timely payment by the applicant, delivery of the Offer Shares allocated in the Retail Offering is expected to
take place on or about 12 June 2019 through the facilities of the VPS.

18.7

Mechanism of allocation

It has been provisionally assumed that approximately 90% of the Offering will be allocated in the Institutional Offering
and approximately 10% of the Offering will be allocated in the Retail Offering. The final determination of the number of
Offer Shares allocated to the Institutional Offering and the Retail Offering will only be decided, however, by the Company,
in consultation with the Managers, following the completion of the bookbuilding process for the Institutional Offering,
based on among other things the level of orders or applications received from each of the categories of investors relative
to the level of applications or orders received in the Retail Offering. The Company and the Managers reserve the right
to deviate from the provisionally assumed allocation between tranches without further notice and at their sole discretion.
No Offer Shares have been reserved for any specific national market.
In the Institutional Offering, the Company, in consultation with the Managers, will determine the allocation of Offer
Shares. An important aspect of the allocation principles is the desire to create an appropriate long-term shareholder
structure for the Company. The allocation principles will, in accordance with normal practice for institutional placements,
include factors such as premarketing and management roadshow participation and feedback, timeliness of the order,
price level, relative order size, sector knowledge, investment history, perceived investor quality and investment horizon.
The Company and the Managers further reserve the right, at their sole discretion, to take into account the
creditworthiness of any applicant. The Company and the Managers may also set a maximum allocation, or decide to
make no allocation to any applicant.
In the Retail Offering, no allocations will be made for a number of Offer Shares representing an aggregate value of less
than NOK 10,500 per applicant, however, all allocations will be rounded down to the nearest number of whole Offer
Shares and the payable amount will hence be adjusted accordingly. One or multiple orders from the same applicant in
the Retail Offering with a total application amount in excess of NOK 1,999,999 will be adjusted downwards to an
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application amount of NOK 1,999,999. In the Retail Offering, allocation will be made solely on a pro rata basis using the
VPS’ automated simulation procedures. The Company and the Managers reserve the right to limit the total number of
applicants to whom Offer Shares are allocated if the Company and the Managers deem this to be necessary in order to
keep the number of shareholders in the Company at an appropriate level and such limitation does not have the effect
that any conditions for the Listing regarding the number of shareholders will not be satisfied. If the Company and the
Managers should decide to limit the total number of applicants to whom Offer Shares are allocated, the applicants to
whom Offer Shares are allocated will be determined on a random basis by using the VPS’ automated simulation
procedures and/or other random allocation mechanism.

18.8

VPS account

To participate in the Offering, each applicant must have a VPS account. The VPS account number must be stated when
registering an application through the VPS online application system or on the Retail Application Form for the Retail
Offering. VPS accounts can be established with authorised VPS registrars, which can be Norwegian banks, authorised
investment firms in Norway and Norwegian branches of credit institutions established within the EEA. However, nonNorwegian investors may use nominee VPS accounts registered in the name of a nominee. The nominee must be
authorised by the Norwegian Ministry of Finance. Establishment of VPS accounts requires verification of identification by
the relevant VPS registrar in accordance with Norwegian anti-money laundering legislation (see Section 18.11
“Mandatory anti-money laundering procedures”).

18.9

Product governance target market

Solely for the purposes of the product governance requirements contained within: (a) EU Directive 2014/65/EU on
markets in financial instruments, as amended (MiFID II); (b) Articles 9 and 10 of Commission Delegated Directive (EU)
2017/593 supplementing MiFID II; and (c) local implementing measures (the MiFID II Product Governance
Requirements), and disclaiming all and any liability, which any “manufacturer” (for the purposes of the MiFID II Product
Governance Requirements) may otherwise have with respect thereto, the Shares have been subject to a product approval
process, which has determined that they each are: (i) compatible with an end target market of retail investors and
investors who meet the criteria of professional clients and eligible counterparties, each as defined in MiFID II (the Positive
Target Market); and (ii) eligible for distribution through all distribution channels (the Appropriate Channels for
Distribution).
Notwithstanding the Target Market Assessment, Distributors should note that: the price of Shares may decline and
investors could lose all or part of their investment; the Shares offer no guaranteed income and no capital protection;
and an investment in the Shares is compatible only with investors who do not need a guaranteed income or capital
protection, who (either alone or in conjunction with an appropriate financial or other adviser) are capable of evaluating
the merits and risks of such an investment and who have sufficient resources to be able to bear any losses that may
result therefrom. The Target Market Assessment is without prejudice to the requirements of any contractual, legal or
regulatory selling restrictions in relation to the Offering. Furthermore, it is noted that, notwithstanding the Target Market
Assessment, the Managers will only procure investors who meet the criteria of professional clients and eligible
counterparties.
For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of suitability or
appropriateness for the purposes of MiFID II; or (b) a recommendation to any investor or group of investors to invest
in, or purchase, or take any other action whatsoever with respect to the Shares.
Each distributor is responsible for undertaking its own target market assessment in respect of the Shares and determining
appropriate distribution channels.
Investors should, however, note that the price of the Shares may decline and investors could lose all or part of their
investment; the Shares offer no guaranteed income and no capital protection; and an investment in the Shares is
compatible only with investors who do not need a guaranteed income or capital protection, who (either alone or in
conjunction with an appropriate financial or other adviser) are capable of evaluating the merits and risks of such an
investment and who have sufficient resources to be able to bear any losses that may result therefrom. Conversely, it is
the assessment of the manufacturers that an investment in the Shares is not compatible with investors looking for full
capital protection or full repayment of the amount invested or having no risk tolerance, or investors requiring a fully
guaranteed income or fully predictable return profile (the Negative Target Market, and, together with the Positive Target
Market, the Target Market Assessment).
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18.10

National Client Identifier and Legal Entity Identifier

In order to participate in the Offering, applicants will need a global identification code. Physical persons will need a so
called National Client Identifier (“NCI”) and legal entities will need a so called Legal Entity Identifier (“LEI”).
18.10.1

NCI code for physical persons

As of 3 January 2018, physical persons will need a NCI code to participate in a financial market transaction, i.e. a global
identification code for physical persons. For physical persons with only a Norwegian citizenship, the NCI code is the 11digit personal ID (Nw.: Fødselsnummer). If the person in question has multiple citizenships or another citizenship than
Norwegian, another relevant NCI code can be used. Investors are encouraged to contact their bank for further
information.
18.10.2

LEI code for legal entities

As of 3 January 2018, legal entities will need a LEI code to participate in a financial market transaction. A LEI code must
be obtained from an authorised LEI issuer, which can take some time. Investors should obtain a LEI code in time for the
application. For more information visit www.gleif.org.

18.11

Mandatory anti-money laundering procedures

The Offering is subject to applicable anti-money laundering legislation, including the Norwegian Money Laundering Act
of 1 June 2018 no. 23 and the Norwegian Money Laundering Regulations of 14 September 2018 no. 1324 (collectively,
the “Anti-Money Laundering Legislation”).
Applicants who are not registered as existing customers of any of the Managers must verify their identity to the Manager
in which the order is placed in accordance with the requirements of the Anti-Money Laundering Legislation, unless an
exemption is available. Applicants who have designated an existing Norwegian bank account and an existing VPS account
on the Retail Application Form, or when registering an application through the VPS online application system, are
exempted, unless verification of identity is requested by any of the Managers. Applicants who have not completed the
required verification of identity prior to the expiry of the Application Period may not be allocated Offer Shares.

18.12

Over-allotment and stabilisation activities

18.12.1

Over-allotment of Additional Shares

In connection with the Offering, the Managers may elect to over-allot a number of Additional Shares, equalling up to
15% of the number of New Shares allocated in the Offering, and, in order to permit the delivery in respect of overallotments made, the Stabilisation Manager may, pursuant to the Lending Option, require the Lending Shareholders to
lend to the Stabilisation Manager, on behalf of the Managers, up to a number of Shares equal to the number of Additional
Shares. Further, pursuant to the Over-Allotment Option, the Lending Shareholders will grant to the Managers, an option
to purchase Additional Shares, which may be exercised on behalf of the Managers by the Stabilisation Manager not later
than the 30th day following the time at which trading in the Shares commences on Oslo Børs, equalling up to 15% of
the number of New Shares allocated in the Offering at a price equal to the final Offer Price in the Offering, as may be
necessary to cover over-allotments and short positions, if any, made in connection with the Offering. To the extent that
the Managers have over-allotted Shares in the Offering, the Managers have created a short position in the Shares. The
Stabilisation Manager may close out this short position by buying Shares in the open market through stabilisation
activities and/or by exercising the Over-Allotment Option.
A stock exchange notice will be made on the first day of trading (expected to take place on or about 11 June 2019)
announcing whether the Managers have over-allotted Shares in connection with the Offering. Any exercise of the OverAllotment Option will be promptly announced by the Stabilisation Manager through Oslo Børs’ information system.
18.12.2

Price stabilisation

The Stabilisation Manager, Pareto Securities, may, upon exercise of the Lending Option, from the first day of the Listing,
effect transactions with a view to support the market price of the Shares at a level higher than what might otherwise
prevail, through buying Shares in the open market at prices equal to or lower than the Offer Price. There is no obligation
on the Stabilisation Manager to conduct stabilisation activities and there is no assurance that stabilisation activities will
be undertaken. Such stabilising activities, if commenced, may be discontinued at any time, and will be brought to an
end at the latest 30 calendar days after the time at which trading in the Shares commences on Oslo Børs. It should be
noted that stabilisation activities might result in market prices that are higher than what might otherwise prevail.
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Any stabilisation activities will be conducted in accordance with Section 3-12 of the Norwegian Securities Trading Act
and the EC Commission Regulation 2273/2003 regarding buy-back programmes and stabilisation of financial
instruments.
Any profit or loss resulting from stabilisation activities conducted by the Stabilisation Manager will be for the account of
the Lending Shareholders.
Within one week after the expiry of the 30 calendar day period of price stabilisation, the Stabilisation Manager will publish
information as to whether or not price stabilisation activities were undertaken. If stabilisation activities were undertaken,
the statement will also include information about: (i) the total amount of Shares sold and purchased; (ii) the dates on
which the stabilisation period began and ended; (iii) the price range between which stabilisation was carried out, as well
as the highest, lowest and average price paid during the stabilisation period; and (iv) the date at which stabilisation
activities last occurred.
It should be noted that stabilisation activities might result in market prices that are higher than what might otherwise
prevail. Stabilisation may be undertaken, but there is no assurance that it will be undertaken and it may be stopped at
any time.

18.13

Publication of information in respect of the Offering

In addition to press releases which will be posted on the Company’s website, the Company will use Oslo Børs’ information
system to publish information relating to the Offering, such as amendments to the Bookbuilding Period and Application
Period (if any), the final Offer Price, number of Offer Shares and total amount of the Offering, allotment percentages,
and first day of trading at Oslo Børs.
The final determination of the Offer Price, the number of Offer Shares and the total amount of the Offering is expected
to be published no later than 7 June 2019 at 09:00 hours (CET).

18.14

The rights conferred by the Offer Shares

The Sale Shares and any Additional Shares will in all respects carry full shareholders’ rights in the Company on an equal
basis as any other Shares in the Company, including the right to any dividends. The New Shares will in all respects carry
full shareholders' rights in the Company on an equal basis as any other Shares in the Company, including the right to
any dividends, from the date of registration of the share capital increase pertaining to the Offering in the Norwegian
Register of Business Enterprises. For a description of rights attached to the Shares in the Company, see Section 15
“Corporate Information and Description of the Share Capital”.

18.15

VPS registration

The Shares, including the Sale Shares and any Additional Shares, have been, and the New Shares will be, created under
the Norwegian Public Limited Companies Act. The Shares, including the Sale Shares and any Additional Shares, are, and
the New Shares will be, registered in book-entry form with the VPS and have ISIN NO 0010816895. The Company’s
register of shareholders with the VPS is administrated by DNB Bank ASA, Verdipapirservice, P.O. Box 1600 Sentrum,
N-0021 Oslo, Norway.

18.16

Conditions for completion of the Offering – Listing and trading of the Offer Shares

The Company expects to apply for Listing of its Shares on Oslo Børs on or about 31 May 2019. It is expected that the
Board of Directors of Oslo Børs will approve the Listing application of the Company on or about 5 June 2019, conditional
upon the Company obtaining a minimum of 500 shareholders, each holding Shares with a value of more than NOK
10,000 and there being a minimum free float of the Shares of 25%. The Company expects that these conditions will be
fulfilled through the Offering.
Completion of the Offering on the terms set forth in this Prospectus is expressly conditioned upon the Board of Directors
of Oslo Børs approving the application for Listing of the Shares in its meeting to be held on or about 5 June 2019, on
conditions acceptable to the Company and that any such conditions are satisfied by the Company. The Offering will be
cancelled in the event that the conditions are not satisfied. There can be no assurance that the Board of Directors of
Oslo Børs will give such approval or that the Company will satisfy these conditions.
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Completion of the Offering on the terms set forth in this Prospectus is otherwise only conditional on (i) the Board of
Directors having resolved to issue the New Shares in the Offering and (ii) the Company, in consultation with the
Managers, having approved the Offer Price and the allocation of the Offer Shares to eligible investors following the
bookbuilding process. There can be no assurance that these conditions will be satisfied. If the conditions are not satisfied,
the Offering may be revoked or suspended.
Assuming that the conditions are satisfied, the first day of trading of the Shares, including the Offer Shares, on Oslo
Børs is expected to be on or about 11 June 2019. The Shares are expected to trade under the ticker code “OKEA”.
Applicants in the Retail Offering selling Offer Shares prior to delivery must ensure that payment for such Offer Shares is
made on or prior to the Payment Date, by ensuring that the stated bank account is sufficiently funded on 7 June 2019.
Applicants in the Institutional Offering selling Offer Shares prior to delivery must ensure that payment for such Offer
Shares is made on or prior to the Institutional Closing Date. Accordingly, an applicant who wishes to sell its Offer Shares,
following confirmed allocation of Offer Shares, but before delivery, must ensure that payment is made in order for such
Offer Shares to be delivered in time to the applicant.
Prior to the Listing and the Offering, the Shares are not listed on any stock exchange or authorised market place, and
no application has been filed for listing on any other stock exchanges or regulated market places other than Oslo Børs.

18.17

Dilution

Following completion of the Offering, the immediate dilution for the existing shareholders who do not participate in the
Offering is expected to be approximately 32%, assuming issuance of all the New Shares, and approximately 37%
including the Trigger 1 Warrants (TG1), who are issued and dilutive as a consequence of completing the Offering

18.18

Expenses of the Offering and the Listing

The Company will pay fees to the Managers for the sale of Offer Shares and incur certain other costs in connection with
the Listing and Offering. The Selling Shareholders and the Lending Shareholder will pay a fee for sale placement of the
Sales Shares and the Additional Shares. The Company’s total costs and expenses of, and incidental to, the Listing and
the Offering are estimated to amount to approximately NOK 42-51 million (depending inter alia upon the size of the
Offering). Included in this estimate, the Company may, in its sole discretion, agree that the Managers shall receive a
discretionary fee of up to 0.25% of the Offer Price, multiplied by the aggregate number of Offer Shares sold in the
Offering.
No expenses or taxes will be charged by the Company or the Managers to the applicants in the Offering.

18.19

Lock-up

Pursuant to lock-up undertakings, the Company, the Large Shareholders, members of the Board of Directors and
members of Management have undertaken certain lock-up undertakings.
The Company has undertaken to Pareto Securities, on behalf of the Managers, to not, and procure that no other party
acting on its behalf (other than the Managers), without the prior, written consent of Pareto Securities, during a period
of 180 days after the closing of the Offering, (i) issue, offer, pledge, sell, mortgage, charge, deposit, assign, lend,
transfer or contract to issue, pledge, sell, mortgage, charge, deposit, assign, lend, transfer any new Shares, or (ii) issue,
offer, pledge, sell or contract to issue or sell any securities convertible into or exercisable or exchangeable for Shares or
to issue options or warrants in respect of, grant any option to purchase or otherwise dispose of, directly or indirectly any
new Shares, or (iii) enter into any swap or any other agreement or any transaction that has an equivalent effect to
alternative (i) or (ii) above, whether any such swap or transaction described in alternative (ii) above or this alternative
(iii) is to be settled by delivery of such securities, in cash or otherwise, or (iv) publicly announce any intention of doing
any of the above alternatives.
The Large Shareholders, members of the Board of Directors and members of Management have undertaken to Pareto
Securities, on behalf of the Managers, to not, and procure that no other party acting on their behalf (other than the
Managers), without the prior, written consent of Pareto Securities, during a period of 180 days after the closing of the
Offering for the Large Shareholders, and during a period of 365 days after the closing of the Offering for the members
of the Board of Directors and members of Management, (i) offer, sell, contract to sell, sell any option or contract to
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purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend, pledge or
otherwise transfer or dispose of any Shares or any securities convertible into or exercisable or exchangeable for Shares,
or (ii) enter into any swap or other arrangement that transfers to another party, in whole or in part, any of the economic
consequences of ownership of any Shares (whether any such transaction described in alternative (i) above or this
alternative (ii) is to be settled by delivery of shares in the Company or such other securities, in cash or otherwise), or
(iii) publicly announce any intention of doing any of the above alternatives.
For the Company, the foregoing shall not apply to the (i) the sale and issue of Shares by the Company in the Offering,
(ii) granting of options, subscription rights, or issuance of Shares under ordinary employee share incentive schemes,
(iii) issuance of Shares pursuant to subscription rights issued by the Company as of the date of the lock-up undertaking,
(iv) the issue of consideration Shares against contribution in kind in connection with, directly or indirectly, mergers or
acquisitions, (v) the issue of shares in connection with a cash equity issue undertaken to finance mergers or acquisitions,
directly or indirectly, or (vi) for a material adverse change specific to the Company not envisaged or foreseen at the
time of the lock-up undertaking.
For the Large Shareholders and the members of the Board of Directors and members of Management, the foregoing
shall not apply to (i) any sale or other transfer of Shares as part of the Offering, (ii) inter-company transfers of Shares
by in favour of their affiliates or controlled companies and their affiliates, including in the case of OKEA Holdings Ltd., to
its respective limited partners in the various funds who have invested through OKEA Holdings Ltd. or (iii) the sale of
Shares under any public takeover offer for the Company made pursuant to the rules of Chapter 6 of the Norwegian
Securities Trading Act. The lock-up undertakings shall apply to all Shares currently owned, directly or indirectly, as well
as any Shares subsequently acquired or owned, directly or indirectly, during the lock-up period.

18.20

Interest of natural and legal persons involved in the Offering

The Managers or their affiliates have provided from time to time, and may provide in the future, investment and
commercial banking services to the Company and its affiliates in the ordinary course of business, for which they may
have received and may continue to receive customary fees and commissions. The Managers do not intend to disclose
the extent of any such investments or transactions otherwise than in accordance with any legal or regulatory obligation
to do so. The Managers will receive a fee in connection with the Offering, which will be based on the amount of gross
proceeds received from investors, and, as such, have an interest in the Offering. In addition, the Company may pay to
the Managers an additional discretionary fee in connection with the Offering. See Section 0 “Following completion of the
Offering, the immediate dilution for the existing shareholders who do not participate in the Offering is expected to be
approximately 32%, assuming issuance of all the New Shares, and approximately 37% including the Trigger 1 Warrants
(TG1), who are issued and dilutive as a consequence of completing the Offering
Expenses of the Offering and the Listing” for information on fees to the Managers in connection with the Offering.
The Selling Shareholders will receive the net proceeds from the sale of the Sale Shares and the Lending Shareholders
from the sale of any Additional Shares purchased by the Managers pursuant to the Over-Allotment Option.
Knut Arild Evensen, SVP Finance and Investor Relations, is entitled to a bonus of up to one year's salary if the Offering
and the Listing are successfully completed, see Section 13.5.3 3 “Feil! Fant ikke referansekilden.”.
Beyond the above-mentioned, the Company is not aware of any interest, including conflicting ones, of any natural or
legal persons involved in the Offering.

18.21

Participation of major existing shareholders and members of the Management, supervisory and
administrative bodies in the Offering

None of the members of the Board of Directors and Management have indicated an intention to apply for Offer Shares
and are expected to consider any possible applications during the application period.
The Company is not aware of whether any major shareholders of the Company or members of the Management,
supervisory or administrative bodies intend to apply for Offer Shares in the Offering, or whether any person intends to
apply for more than 5% of the Offer Shares.
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18.22

Governing law and jurisdiction

This Prospectus, the Retail Application Form and the terms and conditions of the Offering shall be governed by and
construed in accordance with Norwegian law. Any dispute arising out of, or in connection with, this Prospectus, the Retail
Application Form or the Offering shall be subject to the exclusive jurisdiction of the courts of Norway, with the Oslo
District Court as the legal venue.
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19

SELLING AND TRANSFER RESTRICTIONS

19.1

General

As a consequence of the following restrictions, prospective investors are advised to consult legal counsel prior to making
any offer, resale, pledge or other transfer of the Shares offered hereby.
Other than in Norway, the Company is not taking any action to permit a public offering of the Shares in any jurisdiction.
Receipt of this Prospectus will not constitute an offer in those jurisdictions in which it would be illegal to make an offer
and, in those circumstances, this Prospectus is for information only and should not be copied or redistributed. Except as
otherwise disclosed in this Prospectus, if an investor receives a copy of this Prospectus in any jurisdiction other than
Norway, the investor may not treat this Prospectus as constituting an invitation or offer to it, nor should the investor in
any event deal in the Shares, unless, in the relevant jurisdiction, such an invitation or offer could lawfully be made to
that investor, or the Shares could lawfully be dealt in without contravention of any unfulfilled registration or other legal
requirements. Accordingly, if an investor receives a copy of this Prospectus, the investor should not distribute or send
the same, or transfer Shares, to any person or in or into any jurisdiction where to do so would or might contravene local
securities laws or regulations.

19.2

Selling restrictions

19.2.1

United States

The Offer Shares have not been and will not be registered under the U.S. Securities Act, and may not be offered or sold
except: (i) within the United States to QIBs in reliance on Rule 144A or pursuant to another available exemption from
the registration requirements of the U.S. Securities Act; or (ii) to certain persons in offshore transactions in compliance
with Regulation S under the U.S. Securities Act, and in accordance with any applicable securities laws of any state or
territory of the United States or any other jurisdiction. Accordingly, each Manager has represented and agreed that it
has not offered or sold, and will not offer or sell, any of the Offer Shares as part of its allocation at any time other than
to QIBs in the United States in accordance with Rule 144A or pursuant to another exemption from the registration
requirements of the U.S. Securities Act or outside of the United States in compliance with Rule 903 of Regulation S.
Transfer of the Offer Shares will be restricted and each purchaser of the Offer Shares in the United States will be required
to make certain acknowledgements, representations and agreements, as described under Section 19.3.1 “United States”.
Any offer or sale in the United States will be made solely by affiliates of the Managers who are broker-dealers registered
under the U.S. Exchange Act. In addition, until 40 days after the commencement of the Offering, an offer or sale of Offer
Shares within the United States by a dealer, whether or not participating in the Offering, may violate the registration
requirements of the U.S. Securities Act if such offer or sale is made otherwise than in accordance with Rule 144A or
another exemption from the registration requirements of the U.S. Securities Act and in connection with any applicable
state securities laws.
19.2.2

United Kingdom

Each Manager has represented, warranted and agreed that:
a)

it has only communicated or caused to be communicated and will only communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the meaning of Section
21 of the Financial Services and Markets Act 2000 (the “FSMA”) received by it in connection with the issue or
sale of any Offer Shares in circumstances in which Section 21(1) of the FSMA does not apply to the Company;
and

b)

it has complied and will comply with all applicable provisions of the FSMA with respect to everything done by
it in relation to the Offer Shares in, from or otherwise involving the United Kingdom.

19.2.3

European Economic Area

In relation to each Member State, with effect from and including the date on which the EU Prospectus Directive is
implemented in that Member State (the “Relevant Implementation Date”), an offer to the public of any Offer Shares
which are the subject of the offering contemplated by this Prospectus may not be made in that Member State, other
than the offering in Norway as described in this Prospectus, once the Prospectus has been approved by the competent
authority in Norway and published in accordance with the EU Prospectus Directive (as implemented in Norway), except
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that an offer to the public in that Member State of any Offer Shares may be made at any time with effect from and
including the Relevant Implementation Date under the following exemptions under the EU Prospectus Directive, if they
have been implemented in that Member State:
a)

to legal entities which are qualified investors as defined in the EU Prospectus Directive;

b)

to fewer than 100, or, if the Member State has implemented the relevant provisions of the 2010 PD Amending
Directive, 150, natural or legal persons (other than qualified investors as defined in the EU Prospectus
Directive), as permitted under the EU Prospectus Directive, subject to obtaining the prior consent of the
Managers for any such offer, or

c)

in any other circumstances falling within Article 3(2) of the EU Prospectus Directive;

provided that no such offer of Offer Shares shall require the Company or any Manager to publish a prospectus pursuant
to Article 3 of the EU Prospectus Directive or supplement a prospectus pursuant to Article 16 of the EU Prospectus
Directive. Each person in a Member State who initially acquires any Offer Shares or to whom any offer is made will be
deemed to have represented, acknowledged and agreed to and with the Company and the Managers that it is a qualified
investor within the meaning of the law in that Member State implementing Article 2(1)(e) of the EU Prospectus Directive.
For the purposes of this provision, the expression an “offer to the public” in relation to any Offer Shares in any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of the
offer and any Securities to be offered so as to enable an investor to decide to purchase any Offer Shares, as the same
may be varied in that Member State by any measure implementing the EU Prospectus Directive in that Member State
the expression “EU Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including the 2010 PD
Amending Directive, to the extent implemented in the Member State), and includes any relevant implementing measure
in each Member State and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.
This EEA selling restriction is in addition to any other selling restrictions set out in this Prospectus.
19.2.4

Additional jurisdictions

19.2.4.1

Canada

The Offer Shares may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that are accredited
investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act
(Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration Requirements, Exemptions
and Ongoing Registrant Obligations. Any resale of the Offer Shares must be made in accordance with an exemption
from, or in a transaction not subject to, the prospectus requirements of applicable securities laws.
Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission
or damages if this Prospectus (including any amendment thereto) contains a misrepresentation, provided that the
remedies for rescission or damages are exercised by the purchaser within the time limit prescribed by the securities
legislation of the purchaser’s province or territory. The purchaser should refer to any applicable provisions of the
securities legislation of the purchaser’s province or territory for particulars of these rights or consult with a legal advisor.
Pursuant to section 3A.3 (or, in the case of securities issued or guaranteed by the government of a non-Canadian
jurisdiction, section 3A.4) of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the Managers are not
required to comply with the disclosure requirements of NI 33-105 regarding underwriter conflicts of interest in connection
with this offering.
19.2.4.2

Hong Kong

The Offer Shares may not be offered or sold in Hong Kong by means of any document other than (i) in circumstances
which do not constitute an offer to the public within the meaning of the Companies Ordinance (Cap. 32) of Hong Kong,
or (ii) to “professional investors” within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong
and any rules made thereunder, or (iii) in other circumstances which do not result in the document being a "prospectus"
within the meaning of the Companies Ordinance (Cap. 32) of Hong Kong, and no advertisement, invitation or document
relating to the Offer Shares may be issued or may be in the possession of any person for the purposes of issue (in each
case whether in Hong Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or
read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
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respect to Offer Shares which are or are intended to be disposed of only to persons outside Hong Kong or only to
“professional investors” within the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any
rules made thereunder.
19.2.4.3

Singapore

This Prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this
Prospectus and any other document or material in connection with the offer or sale, or invitation for subscription or
purchase, of the Offer Shares may not be circulated or distributed, nor may they be offered or sold, or be made the
subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than
(i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”),
(ii) to a relevant person, or any person pursuant to Section 275(1A), and in accordance with the conditions, specified in
Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA.
19.2.4.4

Other jurisdictions

The Offer Shares may not be offered, sold, resold, transferred or delivered, directly or indirectly, in or into, Japan,
Australia or any other jurisdiction in which it would not be permissible to offer the Offer Shares.
In jurisdictions outside the United States and the EEA where the Offering would be permissible, the Offer Shares will
only be offered pursuant to applicable exceptions from prospectus requirements in such jurisdictions.

19.3

Transfer restrictions

19.3.1

United States

The Offer Shares have not been and will not be registered under the U.S. Securities Act or with any securities regulatory
authority of any state or other jurisdiction in the United States, and may not be offered or sold except: (i) within the
United States only to QIBs in reliance on Rule 144A or pursuant to another exemption from the registration requirements
of the U.S. Securities Act; and (ii) outside the United States in compliance with Regulation S, and in each case in
accordance with any applicable securities laws of any state or territory of the United States or any other jurisdiction.
Terms defined in Rule 144A or Regulation S shall have the same meaning when used in this section.
Each purchaser of the Offer Shares outside the United States pursuant to Regulation S will be deemed to have
acknowledged, represented and agreed that it has received a copy of this Prospectus and such other information as it
deems necessary to make an informed investment decision and that:
•

The purchaser is authorised to consummate the purchase of the Offer Shares in compliance with all applicable
laws and regulations.

•

The purchaser acknowledges that the Offer Shares have not been and will not be registered under the U.S.
Securities Act, or with any securities regulatory authority of any state or other jurisdiction of the United States,
and are subject to significant restrictions on transfer.

•

The purchaser is, and the person, if any, for whose account or benefit the purchaser is acquiring the Offer
Shares was located outside the United States at the time the buy order for the Offer Shares was originated and
continues to be located outside the United States and has not purchased the Offer Shares for the benefit of any
person in the United States or entered into any arrangement for the transfer of the Offer Shares to any person
in the United States.

•

The purchaser is not an affiliate of the Company or a person acting on behalf of such affiliate, and is not in the
business of buying and selling securities or, if it is in such business, it did not acquire the Offer Shares from the
Company or an affiliate thereof in the initial distribution of such Shares.

•

The purchaser is aware of the restrictions on the offer and sale of the Offer Shares pursuant to Regulation S
described in this Prospectus.

•

The Offer Shares have not been offered to it by means of any “directed selling efforts” as defined in Regulation
S.
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•

The Company shall not recognise any offer, sale, pledge or other transfer of the Offer Shares made other than
in compliance with the above restrictions.

•

The purchaser acknowledges that these representations are required in connection with the securities laws of
the United States and that the Company, the Selling Shareholders, the Managers and their respective advisers
will rely upon the truth and accuracy of the foregoing acknowledgements, representations and agreements.

Each purchaser of the Offer Shares within the United States pursuant to Rule 144A or another available exemption under
the Securities Act will be deemed to have acknowledged, represented and agreed that it has received a copy of this
Prospectus and such other information as it deems necessary to make an informed investment decision and that:
•

The purchaser is authorised to consummate the purchase of the Offer Shares in compliance with all applicable
laws and regulations.

•

The purchaser acknowledges that the Offer Shares have not been and will not be registered under the U.S.
Securities Act or with any securities regulatory authority of any state or other jurisdiction of the United States
and are subject to significant restrictions to transfer.

•

The purchaser (i) is a QIB (as defined in Rule 144A), (ii) is aware that the sale to it may be made in reliance on
Rule 144A and (iii) is acquiring such Offer Shares for its own account or for the account of a QIB, in each case
for investment and not with a view to any resale or distribution to the Offer Shares, as the case may be.

•

The purchaser is aware that the Offer Shares are being offered in the United States in a transaction not involving
any public offering in the United States within the meaning of the U.S. Securities Act.

•

If, in the future, the purchaser decides to offer, resell, pledge or otherwise transfer such Offer Shares, as the
case may be, such Shares may be offered, sold, pledged or otherwise transferred only (i) to a person whom
the beneficial owner and/or any person acting on its behalf reasonably believes is a QIB in a transaction meeting
the requirements of Rule 144A, (ii) outside the United States in a transaction meeting the requirements of
Regulation S, (iii) in accordance with Rule 144 (if available), (iv) pursuant to any other exemption from the
registration requirements of the U.S. Securities Act, subject to the receipt by the Company of an opinion of
counsel or such other evidence that the Company may reasonably require that such sale or transfer is in
compliance with the U.S. Securities Act or (v) pursuant to an effective registration statement under the U.S.
Securities Act, in each case in accordance with any applicable securities laws of any state or territory of the
United States or any other jurisdiction.

•

The purchaser is not an affiliate of the Company or a person acting on behalf of such affiliate, and is not in the
business of buying and selling securities or, if it is in such business, it did not acquire the Offer Shares from the
Company or an affiliate thereof in the initial distribution of such Shares.

•

The Offer Shares are “restricted securities” within the meaning of Rule 144(a) (3) and no representation is
made as to the availability of the exemption provided by Rule 144 for resales of any Offer Shares, as the case
may be.

•

The Company shall not recognise any offer, sale pledge or other transfer of the Offer Shares made other than
in compliance with the above-stated restrictions.

•

The purchaser acknowledges that these representations and undertakings are required in connection with the
securities laws of the United States and that the Company, the Selling Shareholders, the Managers and their
respective advisers will rely upon the truth and accuracy of the foregoing acknowledgements, representations
and agreements.

19.3.2

European Economic Area

Each person in a Member State (other than, in the case of paragraph (a), persons receiving offers contemplated in this
Prospectus in Norway) who receives any communication in respect of, or who acquires any Offer Shares under, the offers
contemplated in this Prospectus will be deemed to have represented, warranted and agreed to and with each Manager
and the Company that:
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a)

it is a qualified investor as defined in the EU Prospectus Directive; and

b)

in the case of any Offer Shares acquired by it as a financial intermediary, as that term is used in Article 3(2)
of the EU Prospectus Directive, (i) the Offer Shares acquired by it in the offer have not been acquired on
behalf of, nor have they been acquired with a view to their offer or resale to, persons in any Member State
other than qualified investors, as that term is defined in the Prospectus Directive, or in circumstances in which
the prior consent of the Managers has been given to the offer or resale; or (ii) where Offer Shares have been
acquired by it on behalf of persons in any Member State other than qualified investors, the offer of those
Shares to it is not treated under the EU Prospectus Directive as having been made to such persons.

For the purposes of this representation, the expression an “offer” in relation to any Offer Shares in any Member State
means the communication in any form and by any means of sufficient information on the terms of the offer and any
Offer Shares to be offered so as to enable an investor to decide to purchase or subscribe for the Offer Shares, as the
same may be varied in that Member State by any measure implementing the EU Prospectus Directive in that Member
State and the expression “EU Prospectus Directive” means Directive 2003/71/EC (and amendments thereto, including
the 2010 PD Amending Directive, to the extent implemented in the Member State), and includes any relevant
implementing measure in each Relevant Member State and the expression “2010 PD Amending Directive” means
Directive 2010/73/EU.
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ADDITIONAL INFORMATION

20.1

Independent auditor

The Company’s independent auditor is PricewaterhouseCoopers AS, with business registration number 987 009 713 and
registered address at Dronning Eufemias gate 8, N-0191 Oslo, Norway. PricewaterhouseCoopers AS is a member of Den
Norske Revisorforeningen (The Norwegian Institute of Public Accountants). PricewaterhouseCoopers AS has been the
Company’s auditor since the financial year 2015.

20.2

Advisors

SEB (Filipstad Brygge 1, N-0252 Oslo, Norway), Pareto (Dronning Mauds gate 3, N-0250 Oslo, Norway) and SpareBank
1 Markets (Olav V’s gate 5, N-0161 Oslo, Norway) are acting as Joint Global Coordinators for the Offering.
Advokatfirmaet Schjødt AS (Ruseløkkveien 14-16, N-0251 Oslo, Norway) is acting as Norwegian legal counsel to the
Company.
Arntzen de Besche Advokatfirma AS (Bygdøy allé 2, N-0257 Oslo, Norway) is acting as Norwegian legal counsel to the
Managers.

20.3

Documents on display

Copies of the following documents will be available for inspection at the Company’s offices at Ferjemannsveien 10, N7042 Trondheim, Norway, during normal business hours from Monday to Friday each week (except public holidays) for
a period of twelve months from the date of this Prospectus:
•

the Company’s certificate of registration, articles of incorporation and Articles of Association;

•

all reports, letters, and other documents, historical financial information, valuations and statements prepared
by any expert at the Company’s request any part of which is included or referred to in this Prospectus;

•

the historical financial information of the Company for each of the three financial years preceding the publication
of this Prospectus; and

•

20.4

this Prospectus.

Statement regarding expert opinions

OKEA confirms that when information in this Prospectus has been sourced from a third party it has been accurately
reproduced and as far as OKEA is aware and is able to ascertain from the information published by that third party, no
facts have been omitted which would render the reproduced information inaccurate or misleading. The sources are
mentioned whenever retrieved from an external party and whether it is a payable service.
OKEA has adopted a policy of regional Reserve Reporting using external third party companies to audit its work and
certify reserves and resources according to the guidelines established by Oslo Børs. Reserve and Contingent Resource
estimates comply with the definitions set by the Petroleum Resources Management System (PRMS-2007) sponsored by
Society of Petroleum Engineers/World Petroleum Council/ American Association of Petroleum Geologists/ Society of
Petroleum Evaluation Engineers (SPE/WPC/AAPG/SPEE) as issued in March 2007.
OKEA’s reserves have, on request by the OKEA, been verified by its certification agents;
AGR Petroleum Services AS
Karenslyst allé 4,
0278 Skøyen
AGR Petroleum Services AS has no material interest in OKEA. The report is signed and approved for disclosure by Mr.
André Sæthern. Mr. Andre Sæthern has more than 10 years' experience working with oil and gas reserves from in E&P
companies and as consultant. The report has been prepared on the request of OKEA.
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DEFINITIONS AND GLOSSARY

In the Prospectus, the following defined terms have the following meanings:
2010 PD Amending Directive ...............

Directive 2010/73/EU amending the EU Prospectus Directive.

Acquisition ........................................

The acquisition by OKEA of a 44.56% participating interest in Draugen (PL093), a 12%
participating interest in Gjøa (PL153) and the office building "Råket" in Kristiansund
from A/S Norske Shell completed on 30 November 2018.

Additional Shares ..............................

Additional Shares sold pursuant to the Over-Allotment Option by the Stabilisation
Manager, equal to up to approximately 15% of the number of New Shares allocated in
the Offering.

Annual General Meeting......................

The Company’s annual general meeting.

Anti-Money Laundering Legislation .......

The Norwegian Money Laundering Act of 1 June 2018 no. 23 and the Norwegian Money
Laundering Regulations of 14 September 2018 no. 1324, collectively.

APMs................................................

Alternative performance measures.

Application Period ..............................

The application period for the Retail Offering which will take place from 09:00 hours
(CET) on 28 May 2019 to 12:00 hours (CET) on 6 June 2019, unless shortened or
extended.

ARO .................................................

Asset Retirement Obligation.

Articles of Association ........................

The Company’s Articles of Association.

Bbl...................................................

Barrel.

Bcf/d ................................................

Billion cubic feet per day (of gas)

Bcm .................................................

Billion cubic meters.

Board Members .................................

The members of the Board of Directors.

Board of Directors..............................

The Board of Directors of the Company.

Boe ..................................................

Barrels of oil equivalents.

Boepd ..............................................

Barrels of oil equivalent per day.

Bond 01 ...........................................

The OKEA AS 7.50 % open callable senior secured USD 150,000,000 bonds
2017/2020 issued under the Bond Agreement 01.

Bond 02 ...........................................

The Okea AS FRN open callable senior secured USD 210,000,000 bonds 2018/2023
issued under the Bond Agreement 02

Bond Agreement................................

The Bond Agreement 01 and Bond Agreement 02, collectively.

Bond Agreement 01 ...........................

The Bond Terms dated 16 November 2017 for Bond 01, as amended from time to time.

Bond Agreement 02 ...........................

The Bond Terms dated 27th June 2018 for Bond 02, as amended from time to time.

Bonds ..............................................

Bond 01 and Bond 02, collectively.

Bookbuilding Period ...........................

The bookbuilding period for the Institutional Offering which will take place from 09:00
hours (CET) on 28 May 2019 to 15:00 hours (CET) on 6 June 2019, unless shortened
or extended.

Bribery Act .......................................

The United Kingdom Bribery Act of 2010.

CET .................................................

Central European Time.

Company ..........................................

OKEA ASA.

Corporate Governance Code ...............

The Norwegian Code of Practice for Corporate Governance, dated 17 October 2018.

Darcy ...............................................

Unit of measure of permeability.

DG1 .................................................

Business planning phase. The purpose of the business planning phase (leading up to
DG1) is to justify further development of the business case, and the establishment of
an investment project. Feasibility studies shall demonstrate that one concept is
technically, commercially and organizationally feasible, and that value chain fit,
economic analysis and relevant stakeholder analysis justify further development.

DG2 .................................................

Concept selection phase. The purpose of the concept planning phase (leading up to
DG2) is to identify alternative concepts, select a viable concept, define and document
the selected concept and develop design basis for approval at DG2.

DG3 .................................................

Definition phase. The purpose of the definition phase (leading up to DG3) is to further
mature, define and document the business case based on the selected concept for
project sanction. Any options or technical solutions not selected prior to DG2 shall be
decided prior to DG3.

DG4 .................................................

Execution phase. The purpose of the execution phase (leading up to DG4) is to realize
the business case.
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DoD .................................................

A drill or drop decision or relinquish.

EBITDA ............................................

Earnings before interest and other financial items, taxes, depreciation and amortisation
and impairments.

EEA .................................................

The European Economic Area.

ESMA ...............................................

The European Securities and Markets Authority.

EU Prospectus Directive ......................

Directive 2003/71/EC of the European Parliament and of the Council of 4 November
2003, and amendments thereto, including the 2010 PD Amending Directive to the
extent implemented in the Member State.

EUR, euros or € .................................

The lawful common currency of the EU member states who have adopted the Euro as
their sole national currency.

FCPA ................................................

The U.S. Foreign Corrupt Practices Act of 1977.

Financial Statements ..........................

The audited 2018 and 2017 financial statements together with the 2016 comparative
financial figures.

Forward-looking statements ................

Statements that reflect the Company’s current views with respect to future events and
financial and operational performance. These forward-looking statements may be
identified by the use of forward-looking terminology, such as the terms “anticipates”,
“assumes”, “believes”, “can”, “could”, “estimates”, “expects”, “forecasts”, “intends”,
“may”, “might”, “plans”, “projects”, “should”, “will”, “would” or, in each case, their
negative, or other variations or comparable terminology. These forward-looking
statements are not historic facts.

FSMA ...............................................

UK Financial Services and Markets Act 2000.

GDP .................................................

Gross domestic product.

General Meeting ................................

The Company’s general meeting of shareholders.

GoM .................................................

Gulf of Mexico.

IAS 34 .............................................

International Accounting Standard 34 “Interim Financial Reporting”.

IAS 39 .............................................

International Accounting Standard 39 “Financial Instruments”.

IFRS ................................................

International Financial Reporting Standards, as adopted by the EU.

Implementation Date .........................

In relation to each Member State, with effect from and including the date on which the
EU Prospectus Directive is implemented in that Member State.

Indicative Price Range ........................

The indicative price range in the Offering of NOK 25 to NOK 33 per Offer Share.

Institutional Closing Date ...................

Delivery and payment for the Offer Shares by the applicants in the Institutional
Offering is expected to take place on or about 12 June 2019.

Institutional Offering ..........................

An institutional offering, in which Offer Shares are being offered to (a) investors in
Norway, (b) investors outside Norway and the United States, subject to applicable
exemptions from any applicable prospectus requirements, and (c) investors in the
United States who are QIBs in transactions exempt from registration requirements
under the U.S. Securities Act, subject to a lower limit per application of NOK
2,000,000.

IPR ..................................................

Intellectual property rights.

IRS ..................................................

The U.S. Internal Revenue Service.

Joint Global Coordinators ....................

Pareto Securities, SEB and SpareBank 1 Markets, collectively.

Joint Operating Agreements ................

Agreement for petroleum activities, including the Joint Operating Agreement and the
Accounting Agreement.

KPIs .................................................

Key performance indicators.

Large Shareholders ............................

BCPR Pte. Ltd. and OKEA Holdings Ltd.

Lending Option ..................................

A lending option to be granted to the Stabilisation Manager by the Lending
Shareholders, pursuant to which the Stabilisation Manager may require the Lending
Shareholders to lend to the Stabilisation Manager, on behalf of the Managers, up to a
number of Shares equal to the number of Additional Shares.

Lending Shareholders .........................

BCPR Pte. Ltd. and OKEA Holdings Ltd.

Listing ..............................................

The listing of the Shares on Oslo Børs.

Management .....................................

The senior management team of the Company.

Managers .........................................

The Joint Global Coordinators and Joint Bookrunners.

Market Abuse Regulation or MAR .........

Regulation (EU) No. 596/2014 of the European Parliament and of the Council on
market abuse.

Member State ...................................

Each Member State of the EEA which has implemented the EU Prospectus Directive.
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MiFID II............................................

EU Directive 2014/65/EU on markets in financial instruments, as amended.

MiFID II Product Governance

Articles 9 and 10 of Commission Delegated Directive (EU) 2017/593 supplementing

Requirements ....................................

MiFID II and together with local implementing measures.

Mmboe .............................................

Million barrels of oil equivalents.

Mmboepd .........................................

Million barrels of oil equivalents per day.

NCS .................................................

Norwegian Continental Shelf.

New Shares ......................................

New shares to be issued by the Company in the Offering.

NOK .................................................

Norwegian Kroner, the lawful currency of Norway.

Non-Norwegian Corporate Shareholder .

Shareholders who are limited liability companies (and certain other entities) not
resident in Norway for tax purposes.

Non-Norwegian Personal Shareholders .

Shareholders who are individuals not resident in Norway for tax purposes.

Norwegian Act on Overdue Payment ....

The Norwegian Act on Overdue Payment of 17 December 1976 no. 100.

Norwegian Corporate Shareholders ......

Shareholders who are limited liability companies (and certain similar entities) resident
in Norway for tax purposes.

Norwegian FSA ..................................

The Norwegian Financial Supervisory Authority (Nw.: Finanstilsynet).

Norwegian kroner ..............................

The lawful currency of Norway.

Norwegian Personal Shareholders ........

Shareholders who are individuals resident in Norway for tax purposes.

Norwegian Public Limited Companies Act

The Norwegian Public Limited Companies Act of 13 June 1997 no. 45 (Nw.:
allmennaksjeloven).

Norwegian Securities Trading Act.........

The Norwegian Securities Trading Act of 29 June 2007 no. 75 (Nw.:
verdipapirhandelloven).

NPD .................................................

Norwegian Petroleum Directorate.

Offer Price ........................................

The final offering price for the Offer Shares in the Offering, set in a range within, below
or above the Indicative Price Range.

Offer Shares .....................................

The New Shares and Sale Shares together with any Additional Shares – the Shares
offered pursuant to the Offering.

Offering ............................................

The initial public offering including the Institutional Offering and the Retail Offering
taken together.

OKEA ...............................................

OKEA ASA.

Operating EBITDA margin ...................

Gross operating profit (loss) divided by total operating income.

Order ...............................................

The UK Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as
amended.

Oslo Børs ..........................................

Oslo Børs ASA, or, as the context may require, Oslo Børs, a Norwegian regulated stock
exchange operated by Oslo Børs ASA.

Over-Allotment Option .......................

An option expected to be granted by the Lending Shareholders to the Stabilisation
Manager, on behalf of the Managers, pursuant to which the Stabilisation Manager may
purchase the Additional Shares, exercisable, in whole or in part, within a 30-day period
commencing at the time at which trading in the Shares commences on Oslo Børs,
expected to be on or about 11 June 2019, to cover any over-allotments made in
connection with the Offering.

Pareto Securities ...............................

Pareto Securities AS.

Payment Date ...................................

The payment date for the Offer Shares under the Retail Offering, expected to be on or
about 11 June 2019.

PDO .................................................

A decision to submit a Plan for development and operation for approval from the
Norwegian Ministry of oil and Energy.

PFIC.................................................

A passive foreign investment company for U.S. federal income tax purposes.

Placing Agreement .............................

The placing agreement expected to be entered into by Company, the Selling
Shareholders, the Lending Shareholders and the Managers on or about 6 June 2019
with respect to the Offering of the Offer Shares.

Production Licence .............................

Means a Norwegian licence (Nw.: Utvinningstillatelse) for the exploration and
production of hydrocarbons on the NCS.

Prospectus ........................................

This Prospectus, dated 27 May 2019.

QIBs ................................................

Qualified institutional buyers as defined in Rule 144A.

Regulation S .....................................

Regulation S under the U.S. Securities Act.

175

Relevant Persons ...............................

Persons in the UK that are (i) investment professionals falling within Article 19(5) of
the Order or (ii) high net worth entities, and other persons to whom the Prospectus
may lawfully be communicated, falling within Article 49(2)(a) to (d) of the Order.

Retail Application Form .......................

Application form to be used to apply for Offer Shares in the Retail Offering, attached to
this Prospectus as Appendix G.

Retail Offering ...................................

A retail offering, in which Offer Shares are being offered to the public in Norway,
subject to a lower limit per application of an amount of NOK 10,500 and an upper limit
per application of NOK 1,999,999 for each investor.

Rule 144A .........................................

Rule 144A under the U.S. Securities Act.

SEB .................................................

Skandinaviska Enskilda Banken AB (publ.), Oslo Branch.

Selling Shareholders ..........................

OKEA Holdings Ltd., Kebs AS and Skjefstad Vestre AS, collectively.

Shares .............................................

Shares in the share capital of the Company, each with a nominal value of NOK 0.10, or
any one of them.

Shell ................................................

A/S Norske Shell.

SPA .................................................

Share Purchase Agreement.

SpareBank 1 Markets .........................

SpareBank 1 Markets AS.

Stabilisation Manager .........................

Pareto Securities.

SVP .................................................

Senior Vice President.

UK ...................................................

The United Kingdom.

U.S. dollars, USD or $ ........................

The lawful currency of the United States of America.

U.S. Exchange Act .............................

The U.S. Securities Exchange Act of 1934, as amended.

U.S. Holder .......................................

A beneficial owner of Offer Shares that is, for U.S. federal income tax purposes, (i) an
individual citizen or resident of the United States, (ii) a corporation created or
organised under the laws of the United States or any state thereof or the District of
Columbia, (iii) an estate the income of which is subject to U.S. federal income tax
without regard to its source or (iv) a trust if a court within the United States is able to
exercise primary supervision over the administration of the trust and one or more U.S.
persons have the authority to control all substantial decisions of the trust, or the trust
has validly elected to be treated as a domestic trust for U.S. federal income tax
purposes.

U.S. or United States .........................

The United States of America.

U.S. Securities Act .............................

The U.S. Securities Act of 1933, as amended.

VPS .................................................

The Norwegian Central Securities Depository (Nw.: Verdipapirsentralen).

VPS account ......................................

An account with the VPS for the registration of holdings of securities.

VPS Registrar ....................................

DNB Bank ASA.

YME Licences ....................................

PL038D.
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APPENDIX A:
ARTICLES OF ASSOCIATIONS OF OKEA ASA

APPENDIX B:
FINANCIAL STATEMENTS FOR THE YEARS ENDED 31 DECEMBER
2018, 2017 AND 2016
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BOARD OF DIRECTORS’ REPORT 2018
In 2018, OKEA AS (the “Company”) transformed into a sizeable offshore operator, with
a daily production of more than 20,000 boepd (barrels of oil equivalent per day) and proven
and probable reserves (2P/P50) of 52.4 mmboe (million barrels of oil equivalent). The
most significant event was the NOK 4,520 million acquisition of a 44.56% working
interest in the Draugen Field (“Draugen”) and a 12% working interest in the Gjøa Field
(“Gjøa”) from A/S Norske Shell ("Shell") and related assets (“Shell Transaction”). With the
Shell Transaction, the Company became operator of the Draugen Field and
continues to build strong organizational capabilities in support of its primary business
focus with the objective to become one of the most successful Norwegian Continental
Shelf (“NCS”) developer and operator of small to medium size fields.
The Company, a pure NCS operator, with its head office in Trondheim, operations center in Kristiansund,
and offices in Stavanger and Oslo, performs significant offshore and onshore operations related to
hydrocarbon production and development of new oil and gas fields. The execution of this work is done
through the coordination of several in-house functions in the Company, as well as with assistance
from, and in cooperation with, third party contractors and license partners. Health, Safety, Security and
Environment (“HSSE”) is of utmost importance to the Company and its Board of Directors
(“Board”). The Board devotes significant time and resources to ensure that the Company
meets all regulations and incorporates the highest HSSE standards in all of the Company’s
activities. The Company has had no serious incidents, or any recordable incidents related to the
Company’s activities in 2018.
The Board is working on the assumption that there will be continued challenging macro environment for
oil and gas producers, with volatile commodity prices and exchange rates. The Company is therefore
building an efficient and streamlined organization, capable of creating growth through the profitable
development of medium and smaller sized discoveries. As the NCS matures, the Board is convinced
that the average size of new discoveries over time will decrease and believes that there will be
significant future opportunities to develop medium and smaller sized oil and gas discoveries, just as
has been the case in other mature areas like the UK continental shelf and the Gulf of Mexico.
The Company’s 2P/P50 reserves were estimated at 52.4 million boe at the end of the year, a five-fold
increase, mainly due to the completion of the Shell Transaction. The contingent resources
(2C/Base) were 40.5 million boe, principally within the Grevling, Draugen and Gjøa
licences. The Company’s average net production in 2018 was 2,412 boepd, including the
effect of the Draugen and Gjøa licences from December 2018. The split between production of oil
and gas was approximately 70% - 30%. The Board believes that in the current oil price environment,
with planned cost reduction programs and the incorporation of additional in– and near field
resources, Draugen could continue to produce economically for many years after current license period
expires in 2024.
The Yme New Development (“YND”) project continues to move forward as planned, with first oil
expected in April 2020 as originally sanctioned. YND is expected to provide the Company with
significant production in the years to come and work to extend the lifespan of the platform to 15 years
has already started and is progressing well.
During 2018 the Company completed the sale of a 15% working interest in the Company operated
Grevling license (PL038D) to Chrysaor. The effective date for the transaction was 1 January 2018,
resulting in the Company now holding a 55% working interest in the license.
The Company was awarded four new licences – of which three as operator - in the 2018 Awards in
Predefined Areas (APA). The Board believes that these will provide significant organic growth
opportunities in both the near and medium term and work is ongoing to finalize work programs. The
Company will continue to identify and apply for opportunities in strategically focused areas.
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Over the course of 2018 the share capital has been increased through several capital increases, both
through cash injections and through conversion of debt. Net proceeds from the capital increases
amounted to NOK 1,137 million. The cash injections were made for working capital purposes prior to
closing the Shell Transaction and to finance the Shell Transaction. Through these share capital
increases Bangchak Corporation Public Company Limited (“Bangchak”) became a major investor in
the Company, while OKEA Holdings Ltd., a Secreast Capital Group Ltd Company (“Seacrest”), remain a
significant investor in the Company.
As part of the share issue in September 2018, the Company has the stated objective to list its shares on
the Oslo Stock Exchange in 2019. The shareholders support this objective and have agreed to
undertake reasonable efforts in its preparation and completion of this objective. The processes relating to
the initial public offering (“IPO”) are ongoing. Timing and final execution will depend on the market
conditions prevailing at that time.
In addition to raising new equity, the Company issued USD 180 million in a secured bond loan in June
2018 to finance the Shell Transaction. The Company now has secured bond loans of USD 300 million in
total.
The Company is well positioned for further growth on the NCS. At the end of 2018 the Company had a
significantly larger, stronger and more diversified production portfolio than at the beginning of the year.
The Board is aware of the risks associated with its operations and changing market conditions and is
prioritizing capital discipline. The Board will continuously consider risk mitigating factors in all aspects of the
Company’s operations.
1. The financial statements
(All figures in brackets refer to 2017).
The Company prepares its financial statements in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU and the Norwegian Accounting Act. The Company implemented the
new standards IFRS 9 Financial Instruments and IFRS 15 Revenues from Contracts with customers as of 1
January 2018. The new standards did not have any significant impact on the Company’s financial
statements. The new standard IFRS 16 Leases will be implemented effective 1 January 2019. Impacts
from the implementation has been described in Note 2 Accounting Policies. Other than these changes
the accounting principles are in all material respect the same as in the financial statements for 2017.
The acquisition of the working interests in the Draugen and Gjøa licences as part of the Shell Transaction
has been determined to constitute a business combination and has been accounted for using the
acquisition method of accounting as required by IFRS 3. The economic date of the transaction, which
will be used for tax purposes, is 1 January 2018. The acquisition date for accounting purposes (transfer of
control) has been determined to be 30 November 2018 and the Shell Transaction has as such
impacted the statement of comprehensive income from December.
A preliminary purchase price allocation (PPA) has been performed and all identified assets and liabilities
have been measured at their acquisition date fair values in accordance with the requirements of IFRS 3.
The agreed purchase price was NOK 4 520 million. Adjusted for interim period adjustments and
working capital, the total cash consideration is estimated to NOK 2 930 million. The Shell Transaction
has had a significant impact on all aspects of the Company’s financial statements for 2018.
2. Statement of comprehensive income
The Company’s total operating income amounted to NOK 353,5 (43.4) million. From the date of transfer of
control (30 November 2018) the Draugen and Gjøa licences contributed with operating income of
NOK 124 million. An amount of NOK 115 million has been recognized as income related a contract
breach compensation on the YME project. See note 26 to the Financial statements for further
description. The Company has entered into hedging instruments to mitigate the risk relating to changes in
the oil price and a gain of NOK 37.2 (0.0) million is included in other operating income.
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Net financial expenses amounted to NOK 349.0 (24.7) million and were heavily impacted by interests
on bond loans amounting to NOK 157.1 (10.1) million and foreign exchange rate losses, mainly related
to the two bonds denominated in USD, of NOK 156.2 (8.2) million. The Company has also entered into
hedging instruments to mitigate the risk relating to changes in exchange rates.
Loss before income tax amounted to NOK 268.0 (-80.5) million and net loss was NOK 148.6 (-11.7)
million. The Draugen and Gjøa licences contributed with a profit before tax of NOK 81 million.
3. Statement of financial position
Total assets amounted to NOK 10,054.1 (1,833.1) million and increased significantly due to the
acquisition of the interests in the Draugen and Gjøa licences, as well as investments in the YND project.
The fair values of the Draugen and Gjøa licences were estimated to be NOK 3,141.9 million in the
preliminary purchase price allocation (PPA) and have been included in the net book value of oil and gas
properties in the statement of financial position. As part of the Shell Transaction it was agreed that Shell
(the seller) should cover 80% of the costs of decommissioning the acquired oilfields limited to an agreed
cap. The fair value of the receivable towards the seller was estimated to NOK 2,746.0 million. In addition,
net working capital in the transaction amounted to NOK 340.2 million.
The fair value of the asset retirement obligation was estimated to be NOK 3,512.2 million and has been
included in provisions in the statement of financial position. The deferred tax liability relating to the
transaction has been estimated to NOK 456.1 million and the tax payable on taxable profits for the
interim period from 1 January 2018 up until closing of the Shell Transaction on 30 November 2018 has
been estimated to NOK 794.1 million. The PPA resulted in an ordinary goodwill of NOK 166.6 million
and a technical goodwill of NOK 1,297.7 million. The ordinary goodwill consists largely of the synergies
of acquiring the Draugen organization, which could provide a platform for generating future growth on
the NCS. The technical goodwill arises as a consequence of the requirement to recognize deferred tax
for the differences between the assigned fair values and the tax basis of assets acquired and liabilities
assumed. None of the goodwill recognized will be deductible for income tax purposes.
The Shell Transaction and the day-to-day operations of the Company are financed by operating income,
cash from equity and bond loans. The Company has issued two bonds listed on the Oslo Stock
Exchange, amounting to a total of USD 300 million. OKEA 01, with a nominal amount of USD 120 million,
was issued in November 2017 and is fully repayable on 16 November 2020. OKEA 02, with a nominal
amount of USD 180 million was issued in June 2018 and is fully repayable on 28 June 2023. The
amortized cost of the bond amounts to NOK 2,528.6 (963.3) million at the balance sheet date.
At the balance sheet date, the Company has available cash of NOK 388.9 (27.5) million and restricted
cash of NOK 48.3 (907.8) million. The restricted cash is mainly relating to deposits to an escrow account
following covenants in the bond loans.
At the balance sheet date, the Company has a total of 8 220 450 issued shares consisting of ordinary
shares and A ordinary shares. Each ordinary share has one vote at general meetings. The A ordinary
shares do not have voting rights. Otherwise, the ordinary shares and the A ordinary shares have equal
rights, including equal rights to dividend and other distributions from the Company. The A ordinary
shares shall be converted into ordinary shares at predetermined events. A total of 935 016 outstanding
warrants exist at 31 December 2018.
The share capital amounted to NOK 8.2 (24.7) million and total equity amounted to NOK 1,463.4 (473.8)
million. Total liabilities amounted to NOK 8,590.7 (1,359.3) million.
4. Statement of cash flows
Cash flows from operating activities was NOK 235.4 (-37.3) million. Net cash flows used in investing
activities was NOK 2,257.0 (1,031.9) million, which included NOK 2,725.2 million relating to net cash
transferred in the Shell Transaction. Net cash flows from financing activities amounted to NOK 2,386.7
(1,060.9) million, which included net proceed from issuance of bond loans of NOK 1,399.1 (961.4) million
and net proceeds from issuance of new shares of NOK 1,133.4 (65.5) million. The difference between
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cash flows from operating activities of NOK 235.4 (-37.3) million and profit from operating activities of
NOK 81.0 (-55.8) million is mainly due to depreciation, change in working capital and tax refund
received.
5. Going concern and liquidity
Pursuant to §3-3 of the Norwegian Accounting Act the Board confirms that the conditions for continued
operation as a going concern are present for the Company and the annual financial statement for 2018
have been prepared under this presumption.
The assumption is based on the fact that the Company has, through the Shell Transaction, built strong
organizational capabilities as an independent operator on the NCS as well as increased production to
over 20,000 boed at the end of 2018, attributes that will form a solid basis for the planned IPO. Cash
flow from operations and available liquidity is expected to be sufficient to finance the Company’s
commitments in 2019.
Covenants under the latest bond issue OKEA02 are sensitive to the USD/NOK exchange rate and
requires the Company to effectuate a share capital increase of no less than USD 5.3 million by end of
December 2018. The Company has entered into a waiver agreement with Nordic Trustee, representing
the bondholders, to defer the obligation until 30 June 2019 and an amount of USD 5.3 million has been
placed in escrow. Furthermore, the Company has in 2019 placed an additional USD 10.9 million in
escrow, which for purposes of calculation of one of the financial covenants in the Company’s bonds will
reduce total debt. The total amount in escrow after this payment in 2019 is USD 16.2 million. During
2018 and at 31 December 2018 the Company was in compliance with the covenants under the bond
agreements.
In the Board’s view, the annual accounts give a true and fair view of the Company’s assets and liabilities,
financial position and results. The Board is not aware of any factors that materially affect the assessment
of the Company’s financial position as of 31 December 2018, or the result for 2018, other than those
presented in the Board of Directors’ Report or that otherwise follow from the financial statements.
6. Allocation of loss for the year
Net loss for 2018 amounted to NOK 148.6 million. The Board proposes the following allocation:
Transferred to accumulated loss NOK 148.6 million.
7. Risks related to the Company’s business and industry
The Company’s business, results of operations, value of assets, reserves, cash flows, financial condition
and access to capital depend significantly upon, and may be adversely affected by, operational as well
as financial risk factors, primarily the level of oil and gas prices, which are highly volatile. The Company
may from time to time enter into derivative contracts in order to effectively receive fixed prices on portions
of its oil and gas production. Reserves and contingent resources are by their nature uncertain in respect
of the inferred volume range and are also highly sensitive to oil and gas prices. The development of the
oil and gas fields in which the Company has an ownership interest, is associated with technical risk and
uncertainty with regards to timing of additional production from new development activities.
Financial risk factors
The Company is exposed to a variety of financial risk factors, including market risk, which primarily
relates to oil and gas price risk as discussed above, but also to interest rate risk and foreign exchange
rate risk. The Company will continue to mitigate these risks by executing its hedging policies. Other
financial risk factors relate to credit risk (the risk that counterparties default on their payment obligations
to the Company), and liquidity risk (the risk that the Company is unable to meet its payment obligations
as they fall due).
The Company’s functional currency is NOK. Revenues for oil sales are in USD and in GBP and EUR for
gas, while operational and development costs are mainly in NOK. The Company holds its bonds in USD
and therefore has entered into derivative contracts in order to mitigate foreign currency risk.
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The Company’s exposure to interest rate risk is related to the USD 180 million bond, which is subject to
floating interest rates. The Company has no other interest-bearing borrowings with floating interest rate
conditions but has a USD 120 million fixed interest rate bond.
The Company’s exposure to credit risk is considered limited as sales transactions are only with solid
customers and derivative contracts are only entered into with reputable counterparties.
The Company’s approach to managing liquidity risk is to ensure that sufficient liquidity is secured
through detailed cash flow forecasting to meet financial liabilities as they fall due, under normal as well
as extraordinary circumstances, without incurring unacceptable losses or risking damage to the
Company’s reputation.
Financial risk is managed by the finance department under policies approved by the Board. The overall
risk management policy seeks to minimize the potential adverse effects on financial performance from
unpredictable fluctuations in financial and commodity markets. The use of financial instruments, such
as forward contracts and interest rate- and currency swaps, are regularly evaluated, and entered into, in
order to hedge portions of such risk exposures.
8. Health, safety and environment
2018 was characterized by a high level of activity including the transfer of operatorship for the Draugen
field under the Shell Transaction which included the transfer of all offshore operations from Shell to the
Company.
Prior to the transfer of operatorship, the Company developed a number of new internal systems and
processes to accommodate the offshore and onshore operations related to the Draugen Field. This
included implementation of management systems, work processes and IT solutions together with
applications needed to support and secure safe operations on the Draugen platform. All of this was
achieved in accordance with the regulatory authorities’ requirements.
The Petroleum Safety Authority (PSA), and Shell (as seller of Draugen), monitored these processes
rigorously, to ensure successful operatorship transfer. In February 2019, the PSA published the
conclusions of their audit of the Draugen transfer process. The PSA report identified no nonconformances and did not make any specified suggestions for improvement. The transfer and cut-over
process were completed as planned, achieving all key milestones for the execution of this project. The
Board recognises the Company’s achievement as the result of a well-prepared and well-executed
integration project.
The Company had no serious incidents in the company’s activities and operations in 2018 or any
recordable injuries (includes lost time injury, medical treatment case and restricted work case/temporary
transferral to other jobs). The Company promotes a healthy working environment for all employees,
vendors and contractors involved in its activities. The Company has established and implemented a
Working Environment Committee for the new integrated organisation, covering all locations, offshore
and onshore. The total sickness absence was 1.3 per cent.
The Board takes the Company’s environmental responsibilities seriously and ensures that management
of the Company continues to reduce the environmental impact from the Company’s activities, both in
field development projects and in the Draugen operations. Efforts are ongoing to find solutions and
measures to reduce emissions to air and discharges to sea, as well as utilising chemicals that are as
environment friendly as possible. Activities with the potential of reducing the environmental footprint
have been initiated and will actively be further developed in 2019. One of these activities is to evaluate
the potential possibilities to supply the Draugen platform with electrical power from shore.
Even though the offshore production activities are well prepared and operated, there is still a certain risk
of an acute oil spill being discharged to sea, which in worst case may result in pollution to the external
environment. To be prepared if such an undesired event should occur, the Company has in 2018
become a member of NOFO, the Norwegian Clean Seas Association for oil companies. The Company
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has also built a competent and well-trained emergency preparedness organisation to manage and
respond to any serious incident, and as part of this, the Company in 2018 also became a member of
OFFB, Operators’ organisation for Emergency preparedness.
A primary goal for the Company is to establish a culture of openness with no barriers related to all
aspects of health, safety and environment, both within the Company and when working with
stakeholders to secure a safe working environment, a high level of quality in our operations and minimal
impact on the environment. To establish such a common culture in the Company needs focus, and the
post transition plan identifies culture as one of the main focus areas. The Company’s values are
underpinning the Company culture which is characterized by “Open, Keen, Efficient and Agile”. The
Company will introduce a “people survey” during 2019 to measure the working environment and
employee engagement, and to identify actions for further improvements.
9. Organization, Equal opportunities
The Company had 182 employees at year end of which 42 employees (23 %) are female. The Company
endeavors to maintain a working environment with equal opportunities for all based on qualifications,
irrespective of gender, ethnicity, sexual orientation or disability.
At present the executive management team consists of one woman and seven men, and the Board also
consists of one woman and seven men. Actions have been taken to increase the number of women on
the Board, both as Company representatives and as representatives for the employees. The election of
employee representatives at the Board is ongoing, and there are female nominated candidates from all
election areas. In addition to the internal focus on increasing gender diversity, it is also a part of the
preparations to convert to ASA (allmennaksjeselskap), as required for the planned listing of the
Company on the Oslo Stock Exchange.
The Company has built a strong organization through the transaction with Shell, capable of growing a
profitable business in the years to come and has recently been approved as a “lærebedrift”, meaning
the Company is approved to take in apprentices for their certificate of apprenticeship through working
at Draugen. This is considered as a valuable contribution to the society and the Company will take in
apprentices to start at Draugen in the autumn 2019. In addition, the Company will focus on internal
development opportunities through the flexible use of resources across operations and new projects.
10. Corporate social responsibility (CSR), ethics and anti-corruption
Management systems and procedures
The Company has implemented core management systems, documentation and well-defined
procedures establishing HSSE, environmental awareness and lawful business practices as a key value
in all operations of the Company, hereunder in all dealings with customers, suppliers, business partners
and stakeholders. This includes monitoring of adherence to our guidelines and procedures for governing
anti-corruption, fair and transparent business practices and other issues ensuring that the Company in
all operations operate to the highest level of business ethics and integrity.
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Environmental awareness and management
The Company works continuously across all operations to reduce any negative environmental impact of
our activities, hereunder related to energy consumptions and CO2 emissions. The Company complies
with all applicable laws and regulations for environmental management.
Key Performance Indicators

CO2 emissions (tonnes)

OKEA
=
Draugen in
December
2018
16 607

CO2 intensity (tonn CO2/m3 o.e produced)

0,137

3

Gas flaring (Sm )

202 925

Produced water oil concentration (ppm)

19

Produced water reinjection %

40 %

Societal Contribution and community participation
The Company strives to develop and maintain a good relationship with and to contribute to strengthening
the local communities where the Company operates. The Company is currently supporting the Opera in
Kristiansund, as well as the handball tournament “OKEA Cup” in Kristiansund and continuously
evaluates other opportunities for participation in community activities.
Business ethics and integrity
The Company has implemented rules and procedures to ensure that all operations are conducted in
adherence with high business ethics and integrity. The Company also mandates that all our suppliers
shall adhere to such standards and requirements.
Adherence to these procedures and guidelines is a prerequisite for maintaining a good standing and
trust in the market, ensuring that the Company’s conduct complies with relevant legislation and our core
values both internally and externally. This includes rules and regulations for the avoidance of conflicts
of interests, combating corruption and improper payments/financial inducements, as well as safeguards
for ensuring that human rights, equality and integrity are respected in all operations in which the
Company is involved.
11. Corporate governance
The Company seeks to create sustained shareholder value and pays due respect to the Company’s
various stakeholders. Further, the Company is committed to maintaining a high standard of corporate
governance and has established guidelines that define the roles and relationship between the Board
and the executive management of the Company.
The principles and implementation of corporate governance are subject to annual reviews and
discussions by the Company’s Board.
The statement on corporate governance 2018 is provided in a separate section of the annual report.
12. Reporting of payments to governments
The Company has prepared a report of government payments in accordance with the Norwegian
Accounting Act §3-3d and the Norwegian Securities Trading Act §5-5a. These regulations states that
companies engaged in activities within the extractive industries shall on an annual basis prepare and
publish a report containing information about their payments to governments at country and project level.
The report is provided in a separate section of the annual report.
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13. Future outlook
With the Shell Transaction completed, the Company has a substantially diversified asset portfolio, has
a daily production of more than 20,000 boepd at the end of 2018, and has built a strong operational
organization capable of growing a profitable business in the years to come. The Board believes that
this provides a solid foundation for continued growth and value creation. The Board has full confidence
in the Company’s management team and their ability to deliver an ambitious growth strategy and looks
forward to continued success.
The Company is contemplating a listing at Oslo Bors. This would provide additional funding, enabling
further organic and in-organic growth for the Company.
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STATEMENT ON CORPORATE GOVERNANCE 2018
1.
Governance principles and objectives
OKEA AS («OKEA» or the «Company») seeks to create sustained shareholder value and to pay due
respect to the Company’s various stakeholders. These include its shareholders, employees, business
partners, society in general, and authorities. OKEA is committed to maintaining a high standard of
corporate governance and has established guidelines that define the roles and relationship between the
Company`s Board of Directors (or the “Board”) and the executive management of the Company.
OKEA is a limited liability company incorporated and registered in Norway and subject to Norwegian
law. The Company has two bonds listed on the Oslo Stock Exchange and is considering a listing of its
shares during 2019. With its two bonds listed on Oslo Stock Exchange the Company is required to report on
its corporate governance as required by the Norwegian Accounting Act section 3-3 b, 3rd subsection.
OKEA is a limited liability company that is not directly subject to the Norwegian Code of
Practice for Corporate Governance (the “Code”), which is available on www.nues.no.
However, the Company’s objective is to act in accordance with the Code where it is relevant
considering its owner structure and future ambitions. Adherence to the Code is based on the “comply
or explain” principle, which means that a company endeavours to comply with all the recommendations
of the Code or explain why it has chosen an alternative approach to specific recommendations.
Adherence to the Code will also ensure that OKEA complies with the regulatory requirements for its two
listed bonds.
The principles and implementation of corporate governance are subject to annual reviews and
discussions by the Board. This report discusses OKEA’s main corporate governance policies and
practices and how OKEA has complied with the Code in the preceding year.
OKEA plans to convert the Company into a public limited liability company (ASA) during 2019. As a part of
that process, the Board will institute an updated Corporate Governance Policy and a set
of Corporate Governance instructions and guidelines that addresses the framework of guidelines
and principles regulating the interaction between the Company’s shareholders, the Board,
the Company`s Chief Executive Officer (the “CEO”) and the Company’s executive management
team. The Board is responsible for adhering to sound corporate governance standards, and follow
up the Company’s objectives and strategies.
OKEA complies with the current edition of the Code, unless otherwise specifically stated. The following
statement on corporate governance 2018 is organised in line with the structure of the Norwegian Code of
Practice for Corporate Governance, most recently revised 17 October 2018.
2.
Business
OKEA is a pure Norwegian development and production company, which shall contribute to the value
creation on the Norwegian Continental Shelf (“NCS”) with cost effective development and operation
systems.
The Company’s operations comply with the business objective set forth in its articles of association,
which reads as follows:
“The objective of the Company is petroleum activities on the Norwegian Continental Shelf, including
development and production of oil and gas, and all other business activities as are associated with the
above objectives, and share subscription or participation by other means in such operations alone or in
cooperation with others”.
By engaging in the activities described in the Company’s business objective, the Company’s overall
vision is to be the leading company on the NCS when it comes to safe and cost-effective field
developments and operation of small fields with standalone facilities.
The Board has defined clear goals, strategies and risk profile for the Company’s business activities, to
create value for its shareholders and ensure that its resources are utilised in an efficient and
responsible manner to the benefit of all its stakeholders.
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The Company has in 2018 pursued the following main strategies to reach its overall objective:
•
•
•

•
•
•
•

Focus our activities only within the area of subsurface, development and production in the
industry value chain,
Identify undeveloped discoveries with a reasonable commercial potential, where OKEA shall
contribute and facilitate cost-effective field development solutions as partner or operator,
Acquire a participating interest in discoveries by:
o Farm in to existing production licences without a firm Plan for Development and
Operation (PDO)
o Participate in license rounds,
Coordination of discoveries and business incentives, to realize value through high degree of
standardization, optimal production sequences and good field development solutions,
Utilise the competence in the offshore service industry and introduce new business models with
the service industry in order to better harmonize incentives,
Use risk-cost-benefit evaluations in all phases of our business activities, and
Maintain a small and competent organization with direct management engagement and
involvement in our projects.

3.
Equity and dividends
Capital adequacy
As of 31 December 2018, OKEA’s total equity was NOK 1 463.4 million. The Board considers
the capital structure to be satisfactory and in accordance with OKEA’s risk profile, thus enabling
the Company to pursue its goals and strategy. The Board continuously monitors the Company’s capital
situation and will immediately take adequate steps should it be apparent at any time that the
Company’s equity or liquidity is less than adequate.
Dividends and dividend policy
Dividend payments will depend on the performance and profitability of the Company, which will be
reviewed from time to time by the Board.
Currently, restrictions in OKEA’s outstanding debt prevent the Company from paying dividends. OKEA’s
current focus is on growing its business and surplus cash will most likely be used to fund
ongoing and future projects. Consequently, the Company does not expect to pay dividends in the
foreseeable future. No dividends have been distributed to the shareholders of the Company from its
incorporation in 2015 till today.
Board authorisations
At an extraordinary General Meeting on 2 October 2018, two authorisations were granted to the Board
of Directors:
• Power of attorney to increase the share capital with up to NOK 475,000 for general purposes,
including set-off of debt or a right to assume special obligations on the Company’s behalf. The
authorisation does not include a resolution of merger.
• Power of attorney to increase the share capital with up to NOK 165,000, to be utilized in
connection with the Company’s employee incentive program.
Both authorisations are valid until the ordinary General Meeting in 2019, and no later than 30 June 2019.
There was a separate vote on both of the authorisations. For supplementary information, reference is
made to the minutes of the extraordinary General Meeting held on 2 October 2018, available from
www.okea.no and www.newsweb.no.
4.
Equal treatment of shareholders and transactions with close associates
Basic principles
All shareholders in OKEA have duly signed a Shareholder’s Agreement of 20 November 2018 that
clearly defines the treatment of shareholders.

14

OKEA has two classes of shares, ordinary shares and A ordinary shares. As of 31 December 2018, the
Company’s share capital was NOK 8,220,450 divided on 7,319,389 ordinary shares and 901,061 A
ordinary shares.
Each ordinary share has one vote at General Meetings. The A ordinary shares do not have voting rights.
Otherwise, the ordinary shares and the A ordinary shares have equal rights, including equal rights to
dividend and other distributions.
Approval of agreements with shareholders and close associates
Any agreements between the Company and any of the shareholders or other close associates shall be
made in writing and entered into on arm’s length terms and will be approved by the General Meeting in
accordance with the Norwegian Limited Liability Companies Act section 3-8, if applicable.
Pursuant to the Shareholder’s Agreement of 20 November 2018 the Board may resolve to subject any
related party agreement to a review of its commercial terms and may resolve to revise the related party
agreement accordingly if the review reveals that the terms are not at arm’s length.
5.
Freely negotiable shares
Transfer of shares by a shareholder is subject to consent of the Board, such consent not to be
unreasonable withheld. Further, the consent from the Board is subject to the transferee becoming a
party to the Company’s current Shareholder’s Agreement of 20 November 2018 (by a declaration of
adherence from the transferee).
The Company’s shares are registered with the Verdipapirsentralen.
6.
General meetings
The General Meeting of shareholders is the Company’s highest decision-making body. The General
Meeting is an effective forum for communication between the shareholders and the Board and OKEA
encourage shareholders to participate in the General Meetings.
The annual General Meeting shall be held at the latest 30 June each year, according to the Norwegian
Liability Companies Act. Extraordinary General Meetings can be called by the Board of Directors at any
time, or by shareholders representing at least 1/10 of share capital.
Resolutions of the General Meeting shall be by simple majority, unless a qualified majority is required
by law. In order for a quorum to be present or represented at any General Meeting, the majority
shareholder and the strategic shareholder (as defined in the Company’s Shareholder’s Agreement of
20 November 2018) must be present or represented.
The following decisions require the approval of the majority shareholder, the strategic shareholder and
a majority of the shareholder’s shares represented at the General Meeting:
-

Decisions related to a merger and/or demerger of the Company
Reduction of the share capital, unless the reduction is done to reduce the par value of the shares
and does not include a distribution or if the reduction is carried out following an exit, and all
shareholders are treated equally.

The Board proposes the agenda for the annual General Meeting. The main agenda items are
determined by the requirements of the Norwegian Liability Companies Act.
The Company’s General Meetings are normally chaired by the Chairman of the Board, or a person
appointed by the Chairman of the Board. If the Chairman of the Board is personally conflicted in respect
of any matters another person will be appointed to chair the meeting.
7.
Nomination committee
The Company has not established a nomination committee pursuant to the Code due its shareholder
structure. Directors are nominated by the major shareholders pursuant to regulations in the Company’s
Shareholder’s Agreement of 20 November 2018 and elected by the General Meeting.
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Members of the Company's management shall not serve as Directors.
8.
The Board of Directors; Composition and independence
In accordance with the Company’s articles of association, the Board shall consist of three to eleven
Directors. The Directors and the Chairman are elected by the General Meeting for a term of two years.
Members of the Board of Directors may be re-elected.
With effect from 1 January 2019, the Board consisted of eight members, whereof one woman. All
pre-existing members were re-elected and a new member Prisana Praharnkhasuk was elected at
the extraordinary General Meeting on 10 December 2018.
The composition of the Board is based on broad representation of the Company’s shareholders,
as well as the Company’s need for competence, capacity and balanced decisions.
All board members are considered as independent in relation to the Company’s day-to-day
management, and in relation to important business associates. Three of the board members are
considered independent of the Company’s principal shareholders. Members of the Board of Directors
are encouraged to own shares in the Company.
Members of the
BoD

Position

Board
since

Chaiwat
Kovavisarach

Chairman

Henrik Schröder

Deputy
Chairman

Arild
Christian
Selvig
Paul
Antony
Murray
Kaare Moursund
Gisvold

Board
member
Board
member
Board
member

Knud Hans Nørve

Board
member
Board
member
Board
member

Michael William
Fischer
Prisana
Praharnkhasuk

member

Up for
election

Participation in
Board meetings
2018

# of shares in
the company

01.11.2018
(member),
10.12.2019
(Chairman)
30.09.2015
(Chairman),
10.12.2018 (Deputy
Chairman)
17.04.2018

2020

1 of 21*

n/a

2020

21 of 21

n/a

2020

16 of 21

30.09.2015

2020

20 of 21

1 296
(0.01577%)
n/a

14.02.2018

2020

19 of 21

17.04.2018

2020

16 of 21

01.11.2018

2020

1 of 21*

14 592
(0.17751%),
through
Uniqum AS
2 592
(0.03153%)
n/a

01.01.2019

2020

n/a

n/a

*These members joined the Board in December 2018

9.
The work of the Board
The Board of Directors is responsible for the over-all management of the Company and shall supervise
the Company’s day-to-day management and the Company’s activities in general.
The Board has prepared instructions for the Chairman to allocate duties and responsibilities between
the CEO and the Chairman. The instructions are based on applicable laws and well-established
practices. A process has been initiated to prepare new instructions for the Board of Directors related to
the conversion of OKEA into a public limited liability company (ASA), this process is expected to be
completed during the first half of 2019.
The Board of Directors is responsible for determining the Company’s overall goals and strategic
direction, principles, risk management, and financial reporting. The Board of Directors is also
responsible for ensuring that the Company has competent management with a clear internal distribution
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of responsibilities, as well as doing an ongoing performance evaluation of the CEO. Guidelines for the
CEO, including clarifying duties, authorities and responsibilities, have been prepared.
In accordance with the Company’s guidelines, members of the Board of Directors and executive
management are expected to notify the Board if they have any material direct or indirect interest in any
transaction entered into by the Company.
Board committees
OKEA has not established any board committees. The Company has as of 2018 not established an
audit committee in accordance with Oslo Stock Exchange’s Continuing obligations for Bonds section
2.5 2nd subsection.
Evaluation of the Board
The Board evaluates its performance and expertise annually.
10. Risk management and internal control
The Board shall ensure that the Company has sound internal control and systems for risk management
that are appropriate in relation to the extent and nature of the Company’s activities. The internal control
and the systems shall also encompass the Company’s corporate values and ethical guidelines. OKEA
applies a risk-based management approach in planning, execution and monitoring activities as reflected
throughout OKEA’s management system.
Risk management is of paramount importance for OKEA’s ability to achieve its goals and deliverables.
The following governing principles apply for risk management in OKEA:
-

Uncertainty is handled through the continuous risk management processes in top management, as
well as in departments and projects,

-

Risk management shall be reflected throughout the Company management system framework,

-

Risk management shall be an important foundation for all major decisions,

-

An updated enterprise risk picture shall be maintained,

-

Risk shall be managed at the lowest possible level in the organisation,

-

Risk management shall address both threats and opportunities, and

-

Risk management in OKEA shall be transparent, inclusive and dynamic.

OKEA’s overall governing principles for risk management are incorporated in OKEA’s Management
System Manual. OKEA’s risk management is further integrated in several of the key processes in
OKEA’s management system, which contributes to ensure that strategies and corresponding activities
are risk based prioritised. OKEA’s risk management shall be in accordance with the Norwegian
regulations relating to health, safety and the environment in the petroleum activities and at certain
onshore facilities (the Framework Regulations) section 11.
The CEO is the overall responsible for the risk management system. Senior Vice President Business
Performance together with Vice President QHSE has the operational responsibility for risk management
and provides the Board with a status of the internal control, most important risks and mitigation
measures on a quarterly basis.
The Internal Control over Financial Reporting (ICFR) system shall ensure reliable and timely financial
information.
The Company has established processes and controls for financial reporting, which are appropriate for
a company of OKEA’s size and complexity. The procedures enable:
• Appropriate identification of risks,
• Sufficient segregation of duties,
• Provision of relevant, timely and reliable financial reporting that provides a fair view of the
Company’s business,
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•
•

Prevention of manipulation/fraud of reported figures, and
Compliance with relevant requirements of IFRS.

OKEA makes use of an external professional accounting firm to support its internal and external financial
reporting. Meetings are held regularly, at least twice a month, to ensure alignment and proper
assessment of new risks and issues, update of status of operations and projects. Other external
professionals are used to provide additional capability if required.
The Company has implemented a combination of manual and automatic controls. The Financial
Reporting process is continuously improved and adapted to the Company's growth and complexity.
11. Remuneration of the Board of Directors
For 2018 the Board renumeration was set as NOK 200 000 for members and NOK 350 000 for
the Chairman of the Board, as decided by the General Meeting. Total renumeration to the Board of
Directors for 2018 was NOK 800 000.
12. Remuneration of the executive management
Combined renumeration for the executive management was NOK 15,7 million for 2018, with
executive management defined as the current CEO/Senior Vice President level in the organization.
13. Information and communications
The Board places great emphasis on open, honest and timely dialogue with shareholders and other
participants of the capital markets to build trust and credibility, and to support access to capital and a
fair valuation of the Company’s shares and listed debt. The Board seeks to present the information
factually and accurately. All information is published in English, which is OKEA’s corporate language.
Senior Vice President Finance & Investor Relations and the Chairman are responsible for investor and
shareholder relations.
The primary channel for communication is OKEA’s web page, www.okea.no. Information directly to
shareholders is primarily given by electronical communication (e-mail).
OKEA provides interim and annual financial statements and issues other notices when appropriate, in
accordance with the Oslo Stock Exchange’s Continuous Rules for Bond and quarterly financial
statements as per regulated under the Company’s bond agreements. The information is made available
on the Company’s website and at www.newsweb.no.
14. Takeovers
Due to the structure of the Company and the Shareholder’s Agreement of 20 November 2018, there are
no defence mechanisms against take-over bids in the Company's articles of association, nor have other
measures been implemented to specifically hinder acquisitions of shares in the Company.
The Board of Directors has not as the end of December 2018 established written guiding principles for
how it will act in the event of a take-over bid.
In the event of a takeover situation, the Board of Directors and the Company’s executive management
each have an individual responsibility to ensure that the Company’s shareholders are treated equally,
and that the Company’s activities are not unnecessarily interrupted. The Board has a special
responsibility to ensure that the shareholders have sufficient information and time to form an informed
view on the offer.
15. Auditor
The Company’s external auditor is PwC.
The Board of Directors requires the Company's auditor to annually present a review of the Company’s
internal control procedures, including identified weaknesses and proposals for improvement, as well as
the main features of the plan for the audit of the Company.
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Furthermore, the Board of Directors requires the auditor to participate in meetings of the Board of
Directors that deal with the annual accounts. The Board of Directors will meet with the auditor annually
without representatives of company management being present.
The remuneration to the auditor is approved by the General Meeting. The Board of Directors will report
to the General Meeting details of fees for audit work and any fees for other specific assignments.
As of end 2018 no separate guidelines have been prepared for use of the auditor for services other than
auditing.
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REPORTING ON PAYMENTS TO GOVERNMENTS
This report is prepared in accordance with the Norwegian Accounting Act Section § 3-3 d and the
Securities Trading Act § 5-5 a. It states that companies engaged in activities within the extractive
industries shall annually prepare and publish a report containing information about their payments to
governments at country and project level. The Ministry of Finance has issued a regulation
(F20.12.2013 nr 1682) stipulating that the reporting obligation only apply to reporting entities above a
certain size and to payments above certain threshold amounts. In addition, the regulation stipulates
that the report shall include other information than payments to governments, and it provides more
detailed rules applicable to definitions, publication and group reporting.
The management of OKEA has applied judgment in the interpretation of the wording in the regulation
regarding the specific type of payment to be included in the report, and on what level it should be
reported. When payments are required to be reported on a project-by-project basis, it is reported on a
field-by-field basis. As per management’s interpretation of the regulations, only gross amounts on
operated licences are reported, and only for the period when OKEA formally has been acting as
operator. As all payments within the licences performed by non-operators will normally be cash calls
transferred to the operator these payments are not considered to be payments to the government. All
of OKEA’s activities within the extractive industries are located on the Norwegian Continental Shelf
and all of the reported payments below is to the Norwegian government.
The payments to be reported are defined in the regulation (F20.12.2013 nr 1682) §3. The below
sections summarize the payments that OKEA has made:
Area fee
OKEA has paid area fee for the following licences in 2018:
Licences
Grevling (PL038 D)
PL158
Draugen*

Area fee paid in 2018
(NOK `000)
9 570
918
15 209

* The area fee for 2019 for Draugen was paid by A/S Norske Shell (previous operator on Draugen) in
December 2018 on behalf of OKEA AS.
Income tax – Norway
Income taxes are calculated for OKEA AS. The company has reported tax losses over the last few
years and no income tax payments have been made. OKEA has received tax refunds on exploration
expenses.
Other information
In accordance with the regulation (F20.12.2013 nr 1682) OKEA is also required to report on
investments, operating income, production volumes and purchases of goods and services. All of the
reported information is relating to OKEAs activities within the extractive industries on the Norwegian
Continental Shelf:
•

•
•
•

Total net investments amounted to NOK 2,257.0 million as specified in the statement of cash
flows. This also includes cash paid relating to the acquisition of interests in Draugen and Gjøa
from Shell
Revenues from crude oil and gas sales amounted to NOK 149.8 million as reported in the
statement of comprehensive income
OKEA’s net production in 2018 was 2,412 boepd as reported in the Board of Directors report
Reference is made to the statement of comprehensive income and related disclosures notes
for information about purchase of goods and services
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Statement of Comprehensive Income
Amounts in NOK `000
Revenues from crude oil and gas sales
YME compensation contract breach
Other operating income

Note

2017

149 761
115 000
88 747

38 429
5 007

Total operating income

353 508

43 435

Production expenses
Exploration expenses
Depreciation, depletion and amortization
Employee benefit expenses

-18 347
-74 782
-57 297
-34 183
-87 899

-7 654
-28 710
-18 025
-11 707
-33 128

-272 509

-99 223

80 999

-55 788

17 300
-366 263

2 392
-27 098

Net financial items

-348 963

-24 706

Profit / loss (-) before income tax

-267 964

-80 494

119 342

68 780

-148 622

-11 714

Other operating expenses

20
26
26

2018

8
10
4
5

Total operating expenses

Profit / loss (-) from operating activities

Finance income
Finance costs

Income taxes

6
6

7

Net profit / loss (-)

Other comprehensive income:

Total other comprehensive income

-

Total comprehensive income / loss (-)

-

-148 622

-11 714

-39,25
-39,25

-31,85
-31,85

Earnings per share (NOK per share)
- Basic
- Diluted

29
29
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Statement of Financial Position
Amounts in NOK `000

Note

31.12.2018

7
9
9
10
10
10
25, 28

1 472 428
6 324
4 022 321
92 501
3 407
2 754 237
8 351 218

85 091
8 057
5 752
676 378
217
775 495

11, 22
27
12, 16, 22
12, 22

944 397
315 500
48 327
394 670
1 702 895

120 207
907 799
29 609
1 057 615

10 054 113

1 833 110

31.12.2017

ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets
Oil and gas properties
Buildings
Furniture, fixtures and office equipment
Other non-current assets
Total non-current assets
Current assets
Trade and other receivables
Spareparts, equipment and inventory
Restricted cash
Cash and cash equivalents
Total current assets
TOTAL ASSETS
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Statement of Financial Position
Amounts in NOK `000

Note

31.12.2018

13

8 220
1 624 104
1 361
-170 289
1 463 396

24 738
470 755
-21 667
473 827

14
7
16, 22

3 859 308
886 782
2 528 589
7 274 680

319 668
963 312
1 282 979

15, 22
7
17, 22

1 145 923
155 722
1 141
9 840
3 410
1 316 036
8 590 716

66 013
1 141
3 596
5 554
76 304
1 359 283

10 054 113

1 833 110

31.12.2017

EQUITY AND LIABILITIES
Equity
Share capital
Share premium
Other paid in capital
Accumulated loss
Total equity
Non-current liabilities
Provisions
Deferred tax liabilities
Interest-bearing loans and borrowings
Total non-current liabilities
Current liabilities
Trade and other payables
Income tax payable
Shareholder loan
Public dues payable
Provisions, current
Total current liabilities
Total liabilities
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TOTAL EQUITY AND LIABILITIES
Trondheim, 20 March 2019

Chaiwat Kovavisarach
Chairman of the Board

Henrik Schröder
Deputy Chairman of the Board

Arild Christian Selvig
Board Member

Paul Anthony Murray
Board Member

Kaare Gisvold
Board Member

Knud Hans Nørve
Board Member

Michael William Fischer
Board Member

Prisana Praharnkhasuk
Board Member

Erik Haugane
CEO
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Statement of Changes in Equity

Amounts in NOK `000
Equity at 1 January 2017
Net profit / loss (-) for the year
Registration of share issues in
Company Registry
Share issues, cash
Share issues, conversion of debt
Equity at 31 December 2017

Equity at 1 January 2018
Net profit / loss (-) for the year
Capital reduction (equity restructuring)
Share issues, conversion of debt
(equity restructuring)
Share issues, cash
Share based payment
Equity at 31 December 2018

Note

13
13
13

13
13
13
4

Share
capital

Share
premium

Other paid Unregistered Accumulated
in capital share capital
loss

11 337

216 125

-

7 348
3 275
2 778
24 738

139 620
62 225
52 786
470 755

-

24 738

470 755

-

-23 300

-452 590

1 687
5 095

474 203
1 131 736

8 220

1 624 104

146 968

-9 953
-11 714

364 477
-11 714

-

-21 667

65 500
55 564
473 827

-

-21 667
-148 622

-146 968

1 361
1 361

Total
equity

-

-170 289

473 827
-148 622
-475 890
475 890
1 136 831
1 361
1 463 396
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Statement of Cash Flows
Amounts in NOK `000

Cash flow from operating activities
Profit / loss (-) before income tax
Income tax paid/received
Depreciation, depletion and amortization
Accretion ARO
Interest expense
Change in trade and other receivables, and inventory
Change in trade and other payables
Change in other non-current items
Net cash flow from / used in (-) operating activities

Note

2018

2017

-267 964
20 885
57 297
10 078
145 082
-591 694
693 180
168 563
235 428

-80 494
3 740
18 025
6 001
9 238
-6 420
8 248
4 385
-37 278

9
25
10
10
10
12

-573
-2 725 220
-386 526
-1 001
-3 196
859 472
-2 257 043

-999
-123 099
-907 799
-1 031 897

17
17
16

1 399 065
37 650
-40 000
-143 403
1 133 365
2 386 677

92 280
-58 300
961 415
65 500
1 060 895

Net increase/ decrease (-) in cash and cash equivalents

365 062

-8 280

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

12

29 609
394 670

37 889
29 609

Restricted cash at the end of the period

12

48 327

907 799

Restricted and unrestricted cash at the end of the period

12

442 997

937 408

Cash flow from investing activities
Investment in exploration and evaluation assets
Business combination, cash paid
Investment in oil and gas properties
Investment in buildings
Investment in furniture, fixtures and office machines
Net investment in (-)/release of restricted cash
Net cash flow from / used in (-) investing activities

Cash flow from financing activities
Proceeds from intercompany borrowings
Repayment of intercompany borrowings
Net proceeds from borrowings, bond loan
Net proceeds from borrowings, exploration loan
Repayment of borrowings, exploration loan
Interest paid
Net proceeds from share issues
Net cash flow from / used in (-) financing activities

7
10
14, 28

13
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Note 1. Corporate Information
OKEA AS (“OKEA” or “the Company”) is a limited liability company incorporated and domiciled in
Norway. Its registered office is in Trondheim, Norway.
The Company’s aim is to contribute to the value creation on the Norwegian Continental Shelf with cost
effective development and operating systems.
On 30 November 2018, the Company completed the acquisition of a 44.56% interest in Draugen
(PL093), a 12% interest in Gjøa (PL153) and the office building "Råket" in Kristiansund from A/S Norske
Shell. OKEA also assumed the operatorship of the Draugen field effective from 30 November 2018.
After this acquisition, the Company among others holds the following interests in licences:
- 44.56% interest in the Draugen field (PL093)
- 12% interest in the Gjøa field (PL153)
- 15% interest in the Yme field (PL316/316B)
- 0.554% interest in the Ivar Aasen field (PL338BS)
- 55% interest in the Grevling discovery (PL038D)
The financial statements of OKEA for the year ended 31 December 2018 were authorised for issue in
accordance with a resolution of the Board of Directors on 20 March 2019.

Note 2. Accounting Policies
Basis of Preparation
The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union (EU) and in accordance with the additional
requirements following the Norwegian Accounting Act.
The financial statements have been prepared under the assumption of going concern and on a
historical cost basis, with some exceptions as detailed in the accounting policies set out below.

Balance Sheet Classification
Current assets and current liabilities include items due less than a year from the balance sheet date,
and items related to the operating cycle, if longer. Other assets and liabilities are classified as noncurrent. The current portion of non-current debt is included under current liabilities.

Interest in Oil and Gas Licences
The Company accounts for its interest in oil and gas licences based on its ownership interest in
the license, i.e. by recording its share of the licences individual income, expenses, assets, liabilities
and cash flows, on a line-by-line basis with similar items in the Company’s financial statements.

Acquisitions of Interests in Oil and Gas Licences
Acquisitions of interests in oil and gas licences or similar joint operations where the joint
operation constitutes a business, are accounted for in accordance with the principles in IFRS 3
Business Combinations. This means that the acquisition method of accounting is used to
account for such acquisitions.
Identifiable assets acquired and liabilities and contingent liabilities assumed are measured initially at
their fair values at the acquisition date. Acquisition-related costs are expensed as incurred.
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The excess of the consideration transferred over the fair value of the net identifiable assets acquired is
recorded as goodwill. If, following careful consideration, the consideration transferred is less than the
fair value of the net identifiable assets of the joint operation acquired, such difference is recognised
directly in profit or loss.
Acquisitions of interests in oil and gas licences or similar joint operations where the joint operation is not
considered to be a business, are accounted for as acquisitions of assets. The consideration for the
interest is allocated to individual assets and liabilities acquired.

Foreign Currency Translation and Transactions
The functional currency and the reporting currency of the Company is NOK.
Foreign currency transactions are translated into functional currency using the exchange rates
prevailing at the dates of the transactions. Monetary assets and liabilities in foreign currencies are
translated into functional currency at the balance sheet date exchange rates. Non-monetary items are
translated at the historical exchange rate on the transaction date and non-monetary items that are
measured at fair value are translated at the exchange rate on the date when the fair value was
determined. Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

Revenue Recognition
Revenue from the sale of petroleum products is recognised when the Company’s contractual
performance obligation has been fulfilled; at delivery. The lifting schedule will vary with the production.
The sales of petroleum products are for the most part to large international oil companies with
investment grading. The pricing of the sales of petroleum products is based on current market terms for
each product.
Revenues from sales of services are recorded when the service has been performed.
There is no significant judgement related to applying IFRS 15 to the Company’s contracts.

Underlift and overlift of petroleum products
Underlift and overlift of petroleum products is valued at its net realisable value on the balance sheet
date, and the change in under/over lift is presented as other operating income. Underlift and overlift is
calculated as the difference between the Company’s share of production and its actual sales and are
classified as respectively current assets and current liabilities. If accumulated production exceeds
accumulated sales there is an underlift (asset) and if accumulated sales exceeds accumulated
production there is an overlift (liability).

Spareparts, equipment and inventory
Inventories of petroleum products are stated at the lower of cost and net realisable value. Cost is
determined by the first-in first-out method and comprises direct purchase costs, cost of production,
transportation and manufacturing expenses. Inventories of spare parts are valued at the lower of cost
price (based on weighted average cost) and net realisable value. Capital spare parts are accounted for
under the same principles as property, plant and equipment.
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Property, Plant and Equipment, including Oil and Gas Properties
General
Property, plant and equipment acquired by the Company are stated at historical cost, less accumulated
depreciation and any impairment charges. Depreciation of other assets than oil and gas properties are
calculated on a straight-line basis and adjusted for residual values and impairment charges, if any.
Ordinary repairs and maintenance costs, defined as day-to-day servicing costs, are charged to the
income statement during the financial period in which they are incurred. The cost of major overhauls is
included in the asset’s carrying amount when it is probable that the Company will derive future economic
benefits in excess of the originally assessed standard of performance of the existing asset. Major
overhauls are depreciated over the period to the next major overhaul.
Gains and losses on disposals are determined by comparing the disposal proceeds with the carrying
amount and are included in operating profit.
Depreciation of Oil and Gas Properties
Capitalised costs for oil & gas fields in production are depreciated individually (on a field level) using the
unit-of-production method. The depreciation is calculated based on proved and probable reserves. The
rate of depreciation is equal to the ratio of oil and gas production for the period over the estimated
remaining proved and probable reserves expected to be recovered at the beginning of the period. The
rate of depreciation is multiplied with the carrying value plus estimated future capital expenditure
necessary to develop any undeveloped reserves included in the reserve basis. Any changes in the
reserves estimate that affect unit-of-production calculations, are accounted for prospectively over the
revised remaining reserves.
Development Costs for Oil and Gas Properties
Costs of developing commercial oil and/or gas fields are capitalised. Capitalised development costs and
acquisition cost of fields in development are classified as tangible assets (Oil and gas properties).

Intangible Assets
Goodwill
Goodwill arising from acquisitions of interests in oil and gas licences accounted for in accordance with
the principles in IFRS 3 Business Combinations, is classified as intangible assets. Goodwill is not
amortised but it is tested for impairment annually, or more frequently if events or changes in
circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment
losses.
Exploration Costs for Oil and Gas Properties
The Company uses the ‘successful efforts’ method to account for exploration costs. All exploration costs
with the exception of acquisition costs of licences and drilling costs of exploration wells are charged to
expense as incurred.
Drilling costs of exploration wells are temporarily capitalised pending the determination of oil and gas
reserves. If reserves are not found, or if discoveries are assessed not to be technically and commercially
recoverable, the drilling costs of exploration wells are expensed. Costs of acquiring licences are
capitalised and assessed for impairment at each reporting date.
License acquisition costs and capitalised exploration costs are classified as intangible assets
(Exploration and Evaluation Assets) during the exploration phase.
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Exploration and Evaluation Assets
Exploration and evaluation assets are assessed for impairment when facts and circumstances suggest
that the carrying amount of an exploration and evaluation asset may exceed its recoverable amount,
and before reclassification as described below.
Intangible assets relating to expenditure on the exploration for and evaluation of oil and gas resources
are reclassified from intangible assets (Exploration and Evaluation Assets) to tangible assets (Oil and
gas properties under development) when technical feasibility and commercial viability of the assets are
demonstrable, and the decision to develop a particular area is made. The assets are assessed for
impairment, and any impairment loss recognised, before such reclassification.
These assets are subject to unit-of-production depreciations if and when production from the field is
commenced.

Financial assets
The company’s financial assets are: derivatives, trade receivables and cash and cash equivalents.
The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash
flow
characteristics
and
the
Company’s
business
model
for
managing
them. The Company has classified its financial assets in four categories:
• Financial assets at amortized cost
• Financial assets at fair value through OCI with recycling of cumulative gains and losses
• Financial assets designated at fair value through OCI with no recycling of cumulative gains and
losses upon derecognition
• Financial assets at fair value through profit and loss
Financial assets at amortized cost
The Company measures financial assets at amortized cost if both of the following conditions are met:
• The financial asset is held within a business model with the objective to hold financial assets in order
to collect contractual cash flows and,
• The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding
Financial assets at amortized cost are subsequently measured using the effective interest (EIR)
method and are subject to impairment. Gains and losses are recognized in profit or loss when the
asset is derecognized, modified or impaired. The Company's financial assets at amortized cost
includes trade receivables and other short-term deposits.
Receivables are initially recognised at fair value less impairment losses.
Financial assets at fair value through profit and loss
Financial assets at fair value through profit or loss include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured at fair value. Financial assets are classified as held for trading if
they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading unless they are designated as
effective hedging instruments. Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair value recognized in the statement
of profit or loss.
The Company does not have any financial assets at fair value through OCI or designated at fair value
through OCI.
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Impairment of Assets
Property, plant and equipment and other non-current assets are subject to impairment testing when
there is an indication that the assets may be impaired. At each reporting date, the Company assesses
whether there is any indication that the assets may be impaired. If any indications exist, an impairment
test is performed, i.e. the Company estimates the recoverable amount of the asset.
The recoverable amount is the higher of fair value less expected cost to sell and value in use (present
value based on the future use of the asset). If the carrying amount of an asset is higher than the
recoverable amount, an impairment loss is recognised in the income statement. The impairment loss is
the amount by which the carrying amount of the asset exceeds the recoverable amount.
The value in use is determined by reference to discounted future net cash flows expected to be
generated by the asset. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash inflows. An oil and gas field is considered to be
one cash generating unit, all other assets are assessed separately.
A previously recognised impairment loss is reversed only if there has been a change in the estimates
used to determine the recoverable amount.

Provisions
General
A provision is recognised when the Company has a present obligation (legal or constructive) as a result
of a past event, it is probable (i.e. more likely than not) that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of
the obligation. Provisions are reviewed at each balance sheet date and adjusted to reflect the current
best estimate.
The amount of the provision is the present value of the risk adjusted expenditures expected to be
required to settle the obligation, determined using the estimated risk-free interest rate adjusted for the
Company’s own credit risk as discount rate. Where discounting is used, the carrying amount of provision
increases in each period to reflect the unwinding of the discount by the passage of time. This increase
is recognised as finance cost.
Asset Retirement Obligations
The Company recognises an asset retirement obligation when the oil and gas installations are
constructed and ready for production, or at the later date when the obligation is incurred.
The obligation is measured at the present value of the estimated future expenditures determined in
accordance with local conditions and requirements for the dismantlement or removal of oil and gas
installations.
Related asset retirement costs are capitalised as part of the carrying value of the tangible fixed asset
and are depreciated over the useful life of the asset, i.e. unit-of-production method. The liability is
accreted for the change in its present value each reporting period. Accretion expense related to the time
value of money is classified as part of financial expense.
The provision and the discount rate are reviewed at each balance sheet date.

Contingent Liabilities
Contingent liabilities are not recognised in the financial statements unless probable. Significant
contingent liabilities are disclosed, except for contingent liabilities where the probability of the liability
occurring is remote.
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Interest-bearing loans and borrowings
All loans and borrowings are initially recognised at cost, being the fair value of the consideration
received net of issue costs and transaction costs associated with the borrowing.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised
cost using the effective interest method, with the difference between net proceeds received and the
redemption value being recognised in the income statement over the term of the loan. Amortised cost
is calculated by taking into account any issue costs and any discount or premium on settlement.
Gains and losses are recognised in net profit or loss when the liabilities are derecognised, as well as
through the amortisation process.

Derivative financial instruments
The Company uses derivative financial instruments to manage certain exposures to fluctuations in oil
price and foreign currency exchange rates. Such derivative financial instruments are initially recognised
at fair value on the date of which a derivative contract is entered into and are subsequently remeasured at fair value through profit and loss. Hedge accounting is not applied. For derivative financial
instruments where the underlying is a commodity, changes in fair value are recognised as part of
operating activities. Changes in fair values for other derivative financial instruments are classified under
financial items.

Income Taxes
The income tax expense/credit consists of current income tax (taxes payable/receivable) and changes
in deferred income taxes.
Current Income Taxes
Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the tax authorities. The tax rates and tax laws used to compute
the amount are those that are enacted or substantially enacted by the balance sheet date.
Oil-exploration companies operating on the Norwegian Continental Shelf under the offshore tax regime
can claim a 78% refund of their exploration costs, limited to taxable losses for the year. The refund is
paid out in November in the following year. This tax receivable is classified as a current asset.
Current income tax relating to items recognised directly in equity is recognised in equity and not in the
income statement.
Deferred Income Taxes
Deferred income tax is provided using the liability method on temporary differences at the balance sheet
date between the tax basis of assets and liabilities and their carrying amounts for financial reporting
purposes.
Deferred income tax assets are recognised for all deductible temporary differences (with the exception
of temporary differences on acquisition of licences that is defined as an asset purchase), carry forward
of unused tax credits and unused tax losses, to the extent that it is probable that the taxable profit will
be available against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilised. The carrying amount of deferred income tax assets are
reviewed at each balance sheet date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be
utilised. Unrecognised deferred income tax assets are reassessed at each balance sheet date and are
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recognised to the extent that it has become probable that future taxable profit will allow the deferred tax
asset to be recovered (onshore activity).
Companies operating on the Norwegian Continental Shelf under the offshore tax regime can claim the
tax value of any unused tax losses or other tax credits related to its offshore activities to be paid
(including interest) from the tax authorities when operations cease. Deferred tax assets that are based
on offshore tax losses carry forward are therefore normally recognised in full.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to
the year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.
Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right
exists to set off current tax assets against income tax liabilities and the deferred income taxes relate to
the same taxable entity and the same taxation authority/tax regime. Timing differences are considered.
Deferred tax assets and liabilities are recognised for the future tax consequences attributable to
differences between the carrying amounts of existing assets and liabilities and their respective tax
bases, subject to the initial recognition exemption.
Deferred income tax relating to items recognised directly in equity is recognised in equity and not in the
income statement.
Uplift
Uplift is a special allowance in the tax basis for petroleum surtax in Norway. The uplift is computed on
the basis of the original capitalised cost of offshore production installations and amounts to 5.3% of the
investment per year. The uplift may be deducted from taxable income for a period of four years (i.e. in
total 21.2% over four years), starting in the year in which the capital expenditures are incurred. The tax
effect on the uplift s recognised when the deduction is included in the current year tax return and
impacts taxes payable. Unused uplift may be carried forward indefinitely.

Employee benefits
Pensions
According to Norwegian law employees are mandatory members of the Company’s Pension Scheme
(“obligatorisk tjeneste pensjon”). The scheme is based on a contribution plan. Contributions are paid to
pension insurance plans and charged to the income statement in the period to which the contributions
relate. Once the contributions have been paid, there are no further obligations to fund the scheme.
Share-based payment
Warrants and other equity instruments granted to employees are measured by reference to the fair value
of the warrants or other equity instruments at the date on which they are granted. The fair value of the
warrants or other equity instruments is estimated on the grant date and charged to expense over the
vesting period, together with a corresponding increase in equity. The vesting period is the period in which
the performance conditions are fulfilled, ending on the date on which they become fully entitled to the
award (‘vesting date’).

Cash and Cash Equivalents
Cash and cash equivalents comprise of cash on hand, deposits held at call with banks and other shortterm highly liquid investments with original maturities of three months or less.

Cash Flow Statement
The cash flow statement is prepared using the indirect method.
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Leases (as lessee)
Leases in which most of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases are charged to the income statement on a
straight-line basis over the period of the lease. The accounting for leases will change from 1 January
2019, upon implementation of IFRS 16.

Cost of Equity Transactions
Transaction costs directly attributable to an equity transaction are recognised directly in equity, net of
taxes.

Related Parties
Parties are related if one party has the ability, directly or indirectly, to control the other party or exercise
significant influence over the party in making financial or operational decisions. Parties are also related
if they are subject to joint or common control.
Transactions between related parties are transfers of resources, services or obligations, regardless of
whether a price is charged. All transactions between related parties are made based on the principle of
‘arm’s length’, which is the estimated market price.

Events after the balance sheet date
The financial statements are adjusted to reflect events after the balance sheet date that provide
evidence of conditions that existed at the balance sheet date (adjusting events). The financial
statements are not adjusted to reflect events after the balance sheet date that are indicative of
conditions that arose after the balance sheet date (non-adjusting events). Non-adjusting events are
disclosed if significant.

New and amended standards and interpretations adopted by the Company
The Company implemented IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with
customers from 1 January 2018.
None of the two new standards had any significant impact on the Company’s financial statements.

New and amended standards and interpretations issued but not adopted
A number of new standards and amendments to standards and interpretations are effective for annual
periods beginning on or after 1 January 2019, and have not been applied in preparing these financial
statements. The most significant standards are set out below.
IFRS 16 Leases:
IFRS 16 was issued in January 2016. It will result in almost all leases being recognised on the balance
sheet, as the distinction between operating and finance leases is removed. Under the new standard,
an asset (the right to use the leased item) and a financial liability to pay rentals are recognised. The
only exceptions are short-term and low-value leases. The accounting for lessors will not significantly
change. Effective date is 1 January 2019.
The Company will adopt the standard on 1 January 2019 using the modified retrospective approach.
The implementation is currently estimated to have no impact on net equity and is estimated to result in
an increase of approximately NOK 200 million in property, plant and equipment with a corresponding
increase in liabilities. The Company is currently assessing some implementation issues relating to
recording recharges to other partners and other presentational matters.
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The Company has applied a gross presentation related to leasing contracts entered into as licence
operator. There is expected to be mixed practice amongst operator companies on the Norwegian
Continental Shelf in respect of this topic, and the Company's policy may be revised to a net
presentation in the future if there is authoritative guidance from the IFRS Interpretations Committee on
this topic and / or consistent industry practice to present net.

Note 3. Critical accounting judgements and estimates
The preparation of financial statements requires management to make judgments, use estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, revenues
and expenses.
Although these estimates are based on management’s best knowledge of historical experience and
current events, actual results may differ from these estimates. The estimates and the underlying
assumptions are reviewed on an ongoing basis.
Currently, the Company’s most important accounting estimates are related to the following items:
Impairment
The Company reviews whether its non-financial assets have suffered any impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An asset is
written down to its recoverable amount when the recoverable amount is lower than the carrying value
of the asset. The recoverable amount is the higher of fair value less expected cost to sell and value in
use (present value based on the future use of the asset).
All impairment assessment calculations require a high degree of estimation, including assessments of
the expected cash flows from the cash generating unit and the estimation of applicable discount rates.
Impairment testing requires long-term assumptions to be made concerning a number of economic
factors such as future production levels, market conditions, production expense, discount rates and
political risk among others, in order to establish relevant future cash flows. There is a high degree of
reasoned judgement involved in establishing these assumptions, and in determining other relevant
factors.
Goodwill is tested for impairment annually. For the purpose of impairment testing, goodwill is allocated
to cash-generating unit (CGU), or groups of cash-generating units, that are expected to benefit from
the synergies of the business combination from which it arose. The appropriate allocation of goodwill
requires management's judgment and may impact the subsequent impairment charge significantly. The
term “technical goodwill” is used to describe a category of goodwill arising as an offsetting account to
deferred tax recognised in business combinations. There are no specific IFRS guidelines pertaining the
allocation of technical goodwill, and management has therefore applied the general guidelines for
allocating goodwill for the purpose of impairment testing. In general, technical goodwill is allocated to
CGU level for impairment testing purposes, while residual goodwill may be allocated across all CGUs
based on facts and circumstances in the business combination. When performing the impairment test
for technical goodwill, deferred tax recognised in relation to the acquired licences reduces the net
carrying value prior to the impairment charges. This is done to avoid an immediate impairment of all
technical goodwill. When deferred tax from the initial recognition decreases, more goodwill is as such
exposed for impairment. Going forward, depreciation of values calculated in the purchase price
allocation will result in decreased deferred tax liability.
Fair value measurement
From time to time, the fair values of non-financial assets and liabilities are required to be determined,
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e.g. when the entity acquires a business, determines allocation of purchase price in an asset deal or
where an entity measures the recoverable amount of an asset or CGU at fair value less cost to sell. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or liability.
A fair value measurement of a non-financial asset takes into account a market participant's ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use. The Company uses valuation
techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs. The fair value of oil fields in production and development phase is normally based
on discounted cash flow models, where the determination of the different input in the model requires
significant judgment from management, as described in the section below regarding impairment.
Asset Retirement Obligations
Production of oil and gas is subject to statutory requirements relating to decommissioning and removal
once production has ceased. Provisions to cover these future asset retirement obligations must be
accrued for at the time the statutory requirement arises. The ultimate asset retirement obligations are
uncertain and cost estimates can vary in response to many factors including changes to relevant legal
requirements, the emergence of new restoration techniques or experience at other production sites. The
expected timing and amount of expenditure can also change, for example, in response the changes in
reserves or changes in laws and regulations or their interpretation.
Yme compensation contract breach
Contingent assets are assessed continually to ensure that developments are appropriately reflected in
the financial statements. If it has become virtually certain that an inflow of economic benefits will arise,
the asset and the related income are recognised in the financial statements of the period in which the
change occurs. If an inflow of economic benefits has become probable, an entity discloses the
contingent asset.
As of 31 December 2018 the Company determined that it was virtually certain that a contract breach
settlement with SBM relating to the Yme license would be obtained. As a result OKEA has recognized
an asset of NOK 115 million and recognized NOK 115 million as income in profit and loss. Please refer
to note 26 for further details.
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Note 4. Employee benefit expenses
Specification of employee benefits expenses
Amounts in NOK `000
Salary expenses
Employer's payroll tax expenses
Pensions
Share based payment
Other personnel expenses
Charged to operated licences
Reclassified to oil and gas properties under development
Total employee benefits expenses
Number of man-years during the year

2018

2017

74 167
11 775
5 255
1 361
1 006
-48 072
-11 309

33 789
5 319
3 651
942
-14 876
-17 117

34 183

11 707
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Pensions
The Company has a defined contribution pension plan for its employees which satisfies the statutory requirements in the
Norwegian law on required occupational pension ("lov om obligatorisk tjenestepensjon").

Compensation to management in 2018:
Amounts in NOK `000
Erik Haugane (CEO)
Ola Borten Moe (SVP Business Development)
Knut Evensen (SVP Finance and IR)
Anton Tronstad (SVP Projects and Technology)
Dag Eggan (SVP Business Performance)
Tor Bjerkestrand (SVP Operations) *
Kjersti Hovdal (SVP Controlling & Accounting) *
Total compensation to management

Salary
2 504
2 137
2 137
2 131
2 137
233
150
11 428

Bonus
764
623
623
665
623
-

Pension
164
163
166
168
164
13
14

3 296

851

Other
benefits
13
13
13
13
13
37
3
104

* Amounts included only for December 2018, from which the person became member of Executive Management Team.
Compensation to management in 2017:
Amounts in NOK `000
Erik Haugane (CEO)
Ola Borten Moe (SVP Business Development)
Knut Evensen (SVP Finance and IR)
Anton Tronstad (SVP Projects and Technology)
Dag Eggan (SVP Business Performance)
Total compensation to management

Salary
2 368
2 068
2 064
2 056
2 073
10 629

Bonus
-

Pension
155
157
159
162
164

-

Other
11
11
11
11
11

797
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Compensation to Board of Directors in 2018:
Amounts in NOK `000
Henrik Schröder (Deputy Chairman of the Board)
Paul Anthony Murray (Board Member)
Kaare Gisvold (Board Member)
Knud Hans Nørve (Board Member)
Arild Christian Selvig (Board Member)
Total compensation to Board of Directors

Board fees
213
142
142
142
142
779

Chaiwat Kovavisarach and Michael William Fisher joined the Board of Directors on 1 November 2018.
No compensation has been paid in 2018.
There was no compensation to Board of Directors in 2017.
Erik Haugane, CEO, is entitled to 6 months' severance pay, based on his monthly salary at the relevant time, upon being
terminated by the Company. Knut Evensen is entitled to two years’ salary as severance pay if the employment agreement
is terminated, which can happen no earlier than after the IPO (Initial Public Offering). There are no other agreements
regarding severance pay on termination of employment for the management or to members of the Board of Directors. The
management is included in the general employee bonus programme as determined by the board of directors. In addition,
Knut Evensen will be awarded a bonus up to one-year salary if the IPO is successfully completed.
The bonus to employees in 2018 was based on salary level and duration of the employment in the company. The bonus
was used to acquire shares in OKEA. No loans have been granted and no guarantees have been issued to the
management or any member of the Board of Directors.
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Note 4. Employee benefit expenses (continued)
Share based payment
In February 2018 OKEA granted 125 000 equity-settled warrants to employees, each warrant with a exercise price of NOK
179. Expiry date for the warrants is 1 October 2022. It is a requirement that the employees are still employed by OKEA
when exercising the warrants. The assessed fair value at grant date of warrants granted is NOK 58.8 per warrant. The fair
value at grant date is determined using a Black Scholes Model. The most significant inputs and assumptions in
determining fair value at grant date is:
- Excercise price NOK 179
- Share price at grant date NOK 179
- Expected volatility 34.7%
- Risk free interest rate 1.5%
- Term of options 4.5 years
Warrants granted in connection with share based payment owned by management:
Number of
Expense
warrants
recognised
Erik Haugane (CEO)
25 000
272
Ola Borten Moe (SVP Business Development)
25 000
272
Knut Evensen (SVP Finance and IR)
25 000
272
Anton Tronstad (SVP Projects and Technology)
25 000
272
Dag Eggan (SVP Business Performance)
4 000
44
Tor Bjerkestrand (SVP Operations)
4 000
44
Other employees
17 000
185
Total

125 000

Overview of outstanding warrants in connection with sharebased payment:
2018

1 361

2017

Outstanding warrants at 1.1
Warrants granted
Warrants forfeited
Warrants exercised
Warrants expired

125 000
-

-

Outstanding warrants at 31.12

125 000

-

Of which exercisable

125 000

-
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Note 5. Other operating expenses
Specification of other operating expenses
Amounts in NOK `000
Lease expenses
Technical consultants *
Business consultants
Travel expenses
Insurance
Other operating expenses
Charged to operated licences
Reclassified to oil and gas properties under development
Total other operating expenses

2018

2017

3 485
133 208
20 897
3 583
10 333
16 842
-96 207
-4 242

3 081
12 155
12 795
3 721
2 695
3 813
-2 960
-2 171

87 899

33 128

* Technical consultants in 2018 provided services related to the transfer of operatorship for the Draugen field.
A major part of the expenses have been charged to the licence.

Auditor's fees (ex. VAT)
Amounts in NOK `000

2018

2017

Auditor's fee
Other attestation services
Tax advisory
Other services

944
93
104

855
118
223

1 141

1 196

Total auditor's fees

Note 6. Financial items
Amounts in NOK `000

2018

2017

Interest income
Unwinding of discount asset retirement receivable
Exchange rate gain
Total finance income

9 062
8 238
17 300

500
1 892
2 392

Interest expense shareholder loan
Interest expense bond loan
Other interest expense
Put options, foreign exchange
Exchange rate loss
Unwinding of discount asset retirement obligations
Other financial expense
Total finance costs

-157 088
-3 844
-28 164
-156 246
-18 316
-2 605
-366 263

-2 491
-10 096
-133
-8 236
-6 001
-141
-27 098
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Note 7. Taxes
Income taxes recognised in the income statement
Amounts in NOK `000
Change in deferred taxes
Taxes payable
Tax refund current year
Tax refund adjustment previous year
Total income taxes recognised in the income statement

2018

2017

-519 194
638 370
166

48 061
20 719
-

119 342

68 780

Reconciliation of income taxes
Amounts in NOK `000

2018

2017

Profit / loss (-) before income taxes

-267 964

-80 494

Expected income tax at nominal tax rate, 23% (2017: 24%)
Expected petroleum tax, 55% (2017: 54%)
Permanent differences
Effect of uplift
Financial items
Effect of new tax rates
Adjustments previous year and other

61 632
147 380
-965
24 699
-115 606
1 138
1 064

19 319
43 467
-208
10 181
-8 766
337
4 450

Total income taxes recognised in the income statement

119 342

68 780

45 %

85 %

Effective income tax rate

Specification of tax effects on temporary differences, tax losses and uplift carried forward
Amounts in NOK `000
Tangible and intangible non-current assets
Provisions (net ARO) and gain/loss account (deferred capital gain)
Interest-bearing loans and borrowings
Current items
Tax losses carried forward, offshore, 23%
Tax losses carried forward, offshore, 55%
Uplift carried forward, offshore 55%
Total deferred tax assets / liabilities (-)
Valuation allowance for deferred tax assets
Total deferred tax assets / liabilities (-) recognised

31.12.2018
-1 777 715
1 020 694
-39 409
-141 453
51 100
-886 782
-886 782

31.12.2017
-335 377
245 873
-5 069
-2 526
51 824
100 520
29 847
85 091
85 091
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Note 7. Taxes (continued)
Change in deferred taxes
Amounts in NOK `000

2018

2017

Deferred tax income / expense (-)
Deferred tax from Business combination
Taxes charged to equity

-519 194
-456 146
3 466

48 061
-

Total change in deferred tax assets

-971 874

48 061

Specification of income tax payable
Amounts in NOK `000
Tax payable from Business combination
Tax credit recognised in the income statement
Tax refund current year
Total income tax payable (-)/tax refund

2018

2017

-794 091
638 370
-155 722

20 719
20 719

Deferred tax is calculated based on tax rates applicable on the balance sheet date. Ordinary income tax is 23%
(from 2019: 22%), to which is added a special tax for oil and gas companies at the rate of 55% (from 2019: 56%),
giving a total tax rate of 78%.
Companies operating on the Norwegian Continental Shelf under the offshore tax regime can claim the tax value of
any unused tax losses or other tax credits related to its offshore activities to be paid in cash (including interest)
from the tax authorities when operations cease. Deferred tax assets that are based on offshore tax losses carried
forward are therefore normally recognised in full.
There is no time limit on the right to carry tax losses forward in Norway.

Note 8. Exploration expenses
Specification of exploration expense
Amounts in NOK `000

2018

2017

Share of exploration expenses from participation in licences (from billing)
Seismic and other exploration expenses, outside billing

44 529
30 253

23 752
4 958

Total exploration expenses

74 782

28 710
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Note 9. Intangible assets

Amounts in NOK `000

Exploration and
evaluation
assets

Goodwill

Total

2018
Cost at 1 January 2018
Additions
Additions through business combination
Disposals
Expensed exploration expenditures previously capitalised
Cost at 31 December 2018

8 057
1 464 371
1 472 428

5 752
573
6 324

13 809
573
1 464 371
1 478 752

Accumulated amortisation and impairment at 1 January 2018
Amortisation for the year
Impairment
Disposals

-

-

-

Accumulated amortisation and impairment at 31 December 2018

-

-

-

Carrying amount at 31 December 2018

1 472 428

6 324

1 478 752

Cost at 1 January 2017
Additions
Disposals
Expensed exploration expenditures previously capitalised

8 057
-

4 752
999
-

12 809
999
-

Cost at 31 December 2017

8 057

5 752

13 809

Accumulated amortisation and impairment at 1 January 2017
Amortisation for the year
Impairment
Disposals

-

-

-

Accumulated amortisation and impairment at 31 December 2017

-

-

-

8 057

5 752

13 809

2017

Carrying amount at 31 December 2017
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Note 10. Tangible fixed assets

Amounts in NOK `000

Oil and gas
properties in
production

Oil and gas
properties under
development

Furniture,
fixtures and
office
machines

Buildings

Total

2018
Cost at 1 January 2018
Additions
Removal and decommissioning asset
Additions through business combination
Disposals
Transfer of assets

141 524
24 986
596
3 050 383

553 044
361 540
8 498

Cost at 31 December 2018

3 217 488

923 081

Accumulated depreciation and impairment at 1 January 2018
Depreciation for the year *
Impairment
Disposals
Accumulated depreciation and impairment at 31
December 2018

Carrying amount at 31 December 2018

1 001

233
3 196

694 800
390 722
9 094
3 141 883
-

3 428

4 236 499

91 500

92 501

-18 189
-100 059
-

-

-

-15
-7
-

-18 205
-100 066
-

-118 249

-

-

-22

-118 270

3 407

4 118 228

3 099 240

923 081

92 501

* Depreciation of NOK 42.8 million has been included in production cost inventory of oil at year end

2017
Cost at 1 January 2017
Additions
Removal and decommissioning asset
Disposals
Transfer of assets

123 039
18 956
-471

390 056
123 083
39 905

-

233
-

513 327
142 038
39 434
-

Cost at 31 December 2017

141 524

553 044

-

233

694 800

Accumulated depreciation and impairment at 1 January 2017
Depreciation for the year
Impairment
Disposals
Accumulated depreciation and impairment at 31
December 2017

-171
-18 018
-

-

-

-

-9
-7

-180
-18 025
-

-18 189

-

-

-15

-18 205

Carrying amount at 31 December 2017

123 334

-

217

676 595

Depreciation plan
Estimated useful life (years)

Unit of Production
N/A

553 044
1)

Linear
20

Linear
3-5

1) Depreciation starts when the asset is in production

Amounts in NOK `000
Planned capital expenditure for existing licences (Work Program and Budget)

2019
790 185

2020
662 591

2021
463 712

2022
66 954
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Note 11. Trade and other receivables
Amounts in NOK `000

31.12.2018

31.12.2017

Accounts receivable and receivables from operated licences
Accrued Yme compensation
Accrued revenue
Prepayments
Working capital and overcall, joint operations/licences
Escrow receivable, Yme removal
Underlift of petroleum products *
VAT receivable
Tax refund
Other receivables

125 072
115 000
89 960
10 127
156 306
901
430 765
16 266
-

1 875
2 227
2 892
21 255
64 681
5 501
557
20 719
500

Total trade and other receivables

944 397

120 207

The receivables all mature within one year.
* Underlift is mainly related to crude oil from Draugen lifted in January 2019. The Draugen underlift is acquired
underlift. See also note 25.

Note 12. Restricted cash, Cash and cash equivalents
Restricted cash:
Amounts in NOK `000

31.12.2018

31.12.2017

Bank deposit, restricted, escrow accounts *

48 327

907 799

Total restricted cash

48 327

907 799

* See information about the escrow accounts established in connection with the bond loans in note 16.
Cash and cash equivalents:
Amounts in NOK `000
Bank deposits, unrestricted
Bank deposit, employee taxes
Total cash and cash equivalents

31.12.2018
388 887
5 784
394 670

31.12.2017
27 487
2 122
29 609
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Note 13. Share capital and shareholder information

Number of shares
Outstanding shares at 1.1.2017
New shares issued in connection with debt conversion,
Registration of share issue in Company Registry
New shares issued in exchange for cash, Registration of
share issue in Company Registry
New shares issued in connection with debt conversion
New shares issued in exchange for cash
Number of outstanding shares, before share split
1:100 on 12 December 2017
Number of outstanding shares at 31 December 2017,
after share split 1:100
Capital decrease, redemption of preference shares
(equity restructuring) *
New shares issued in connection with debt conversion
(equity restructuring) *

Ordinary
shares

A ordinary
shares

Preference
shares

Total shares

14 150

-

99 215

113 365

74

-

73 250

73 324

-

27 782
32 750

160
27 782
32 750

14 384

-

232 997

247 381

1 438 400

-

23 299 700

24 738 100

-23 299 700

-23 299 700

160

New shares issued in exchange for cash

1 686 600
4 194 389

901 061

Number of outstanding shares at 31 December 2018

7 319 389

901 061

1 686 600
5 095 450
-

Nominal value NOK per share at 31 December 2018
Share capital NOK at 31 December 2018

8 220 450
1
8 220 450

Each ordinary share has one vote at general meetings. The A ordinary shares do not have voting rights. Otherwise, the ordinary shares
and the A ordinary shares have equal rights, including equal rights to dividend and other distributions. The A ordinary shares shall be
converted into ordinary shares at predetermined events.
At 31 December 2017 the Company had two classes of shares. The holders of the preference shares had a preferred right to a
cumulative 8% dividend on invested preference capital as well as return of capital from the Company before the holders of ordinary
shares would receive any return of capital or dividend.
* In 2018 OKEA has restructured the Company's equity, by way of transforming the preference shares into ordinary shares. The
restructuring included a reduction of the Company's share capital, by repayment of the par value of the preference shares with
NOK 23 299 700, from NOK 24 738 100 to NOK 1 438 400. Subsequent to the share capital reduction, a related increase of the
Company’s share capital with NOK 1 686 600, from NOK 1 438 400 to NOK 3 125 000, where the amount distributed by the Company
in the share capital reduction (by way of establishing a receivable on the Company) was used as contribution on the new shares that
were issued. The net effect of this restructuring of the Company's equity was a transforming of the preference shares into ordinary
shares.

Shareholders at 31 December 2018:
Shareholder
BCPR Pte Ltd (Bangchak)
OKEA Holdings Ltd
Sparebank 1 SMN Invest AS
Sjækerhatten AS
Other shareholders (< 1% share)
Total

Ordinary
shares
3 153 714
2 875 300
162 730
120 741
1 006 904

A ordinary
shares
901 061

7 319 389

901 061

Shares owned by management and Board of Directors at 31 December 2018:
Ordinary
A ordinary
Shareholder
shares
shares
Erik Haugane (CEO)
82 134
Ola Borten Moe (SVP Business Development)
54 539
Knut Evensen (SVP Finance and IR)
53 139
Anton Tronstad (SVP Projects and Technology)
120 741
Dag Eggan (SVP Business Performance)
17 479
Tor Bjerkestrand (SVP Operations)
1 080
Kjersti Hovdal (SVP Controlling & Accounting)
10 000
Kaare Gisvold (Board Member)
14 592
Knud Hans Nørve (Board Member)
2 592
Arild Christian Selvig (Board Member)
1 296
Total

357 592

Preference
shares

% Share
49,325 %
34,977 %
1,980 %
1,469 %
12,249 %
0

Preference
shares

0

100,000 %

% Share
0,999 %
0,663 %
0,646 %
1,469 %
0,213 %
0,013 %
0,122 %
0,178 %
0,032 %
0,016 %
0

4,350%
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Note 13. Share capital and shareholder information (continued)
Warrants:
Overview of outstanding warrants:
2018

2017

Outstanding warrants at 1 January
Warrants granted to employees in connection with sharebased payment *
Warrants issued to shareholders in connection with share issues **

125 000
810 016

-

Outstanding warrants at 31 December

935 016

-

* See note 4 for information about 125 000 warrants granted to employees in connection with share based payment.
** Information about warrants issued to shareholders in connection with share issues:

Number of
warrans

Excercise
price

Trigger 1 warrants
Trigger 2 warrants

463 455
346 561

NOK 1
NOK 1

Total number of warrants

810 016

The trigger 1 warrants may only be exercised if the Company has not achieved Decision Gate 2 (DG2) Status on the Grevling License
prior to an IPO or immediately prior to closing of a Trade Sale (sale of all the shares in the Company).
The trigger 2 warrants may only be exercised in the event the Company has achieved Plan for Development of Operation (PDO) Status
on the Grevling Licence prior to any Initial Public Offering (IPO) or immediately prior to closing of a Trade Sale (sale of all the shares in
the Company).
The warrants shall expire on and no longer be exercisable on the earlier of (i) if not exercised prior to 15 days after a notification from
the Board of a contemplated IPO or of the entering into of an agreement related to a Trade Sale, and (ii) the date 5 years following the
date of the resolution of the general meeting of the Company to issue the warrants.
Warrants issued in connection with share issues owned by management and Board of Directors at 31 December 2018:
Trigger 1
Trigger 2
Total
warrants
warrants
warrants
Erik Haugane (CEO)
7 662
7 662
Ola Borten Moe (SVP Business Development)
5 088
5 088
Knut Evensen (SVP Finance and IR)
4 957
4 957
Anton Tronstad (SVP Projects and Technology)
4 000
7 636
11 636
Dag Eggan (SVP Business Performance)
222
1 429
1 651
Tor Bjerkestrand (SVP Operations)
111
111
Kjersti Hovdal (SVP Controlling & Accounting)
1 028
1 028
Kaare Gisvold (Board Member)
266
1 119
1 385
Knud Hans Nørve (Board Member)
266
266
Arild Christian Selvig (Board Member)
133
133
Other shareholders
457 429
318 670
776 099
Total number of warrants

463 455

346 561

810 016
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Note 14. Provisions
Non-current provisions:
Amounts in NOK `000

2018

2017

Provision at 1 January
Additions through asset acquisition
Additions through business combination
Changes in Operator's estimate
Unwinding of discount

319 668
3 512 231
9 094
18 316

202 466
107 507
3 694
6 001

Total non-current provisions at 31 December
Of this:
Asset retirement obligations
Accrued consideration from acquisitions of interests in licenses

3 859 308

319 668

3 849 308
10 000

309 668
10 000

Asset retirement obligations
Provisions for asset retirement obligations represent the future expected costs for close-down and removal of
oil equipment and production facilities. The provision is based on the Operator's best estimate. The net present
value of the estimated obligation is calculated using a discount rate of 3%. The assumptions are based on the
economic environment around the balance sheet date. Actual asset retirement costs will ultimately depend
upon future market prices for the necessary works which will reflect market conditions at the relevant time.
Furthermore, the timing of the close-down is likely to depend on when the field ceases to produce at
economically viable rates. This in turn will depend upon future oil and gas prices, which are inherently
uncertain.

Current provisions:
Amounts in NOK `000

31.12.2018

31.12.2017

Asset retirement obligation related to the ongoing removal of
installations on the Yme field

3 410

5 554

Total current provisions at 31 December

3 410

5 554

Note 15. Trade and other payables
Amounts in NOK `000
Trade creditors
Accrued holiday pay and other employee benefits
Working capital, joint operations/licences
Accrued interest bond loans
Accrued consideration from acquisitions of interests in licenses
Prepayments from customers
Fair value put options, foreign exchange
Other accrued expenses
Total trade and other payables

31.12.2018

31.12.2017

76 871
18 965
446 961
10 917
204 782
96 353
15 564
275 509

7 765
3 743
34 837
9 238
8 940
1 490

1 145 923

66 013

The payables all mature within 6 months.
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Note 16. Interest-bearing loans and borrowings
Amounts in NOK `000

31.12.2018

31.12.2017

Bond loan (OKEA01) *
Bond loan (OKEA02) **
Capitalized fees bond loans

1 042 620
1 563 930
-77 961

985 350
-22 038

Total Interest-bearing loans and borrowings

2 528 589

963 312

* In November 2017 the Company entered into a USD 120 million secured bond loan OKEA01. Maturity date for
the entire loan is in November 2020. Interest rate is fixed at 7.5% p.a. with half-yearly interest payments.
** In June 2018 the Company entered into a USD 180 million secured bond loan OKEA02. Maturity date for the
entire loan is in June 2023. The interest rate is 3 month LIBOR plus 6.5% p.a. with quarterly interest payments.
The net proceeds from the bond issue was used to finance the acquisition of interests in the Draugen and Gjøa
fields from A/S Norske Shell. The net proceeds from the bond issue was converted into NOK and placed on an
escrow account until released when the equity financing of the acquisition was completed.
In connection with the settlement for the Shell transaction, the funds from OKEA01 and OKEA02 were released to
the Company, without the condition for such release linked to new equity being registered having been fulfilled,
against a condition to have an amount standing to an escrow account of USD 5.3 million. The waiver given by the
Nordic Trustee originally set a deadline of 23 February 2019, now extended to 30 June 2019, to fulfill the
requirements for the registration of new equity being paid in to the Company.
OKEA has in 2019 placed an additional USD 10.9 million in escrow, which for purposes of calculation of one of
the financial covenants in the Company’s bond loans will reduce total debt. The total amount in escrow after this
payment in 2019 is USD 16.2 million. During 2018 and at 31 December 2018 the Company was in compliance with
the covenants under the bond agreements.
The bond loans have security in all major assets of the Company. The bond agreements puts certain restrictions
on dividend payments and capital reductions, and have financial covenants in addition to requirements with
respect to equity increases.
Changes in Intererest-bearing loans and borrowings:
Amounts in NOK `000
Interest bearing loans and borrowings 1 January
Cash flows:
Gross proceeds from borrowings, bond loan
Transaction costs, bond loan
Total cash flows:
Non-cash changes:
Amortization of transaction costs, bond loans
Foreign exchange movement, bond loans
Interest bearing loans and borrowings 31 December

2018
963 312

2017
-

1 467 468
-68 404
1 399 065

984 312
-22 897
961 415

12 481
153 732
2 528 589

859
1 038
963 312
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Note 16. Interest-bearing loans and borrowings (continued)
Financial covenants
The "OKEA AS 7.50 % open callable senior secured USD 150,000,000 bonds 2017/2020" (NO0010810062)
("OKEA01") and the "Okea AS FRN open callable senior secured USD 210,000,000 bonds 2018/2023"
(NO0010826852) ("OKEA02") (hereinafter jointly referred to as the "Bonds") are in all material aspects aligned on
financial covenants and includes the following financial covenants:
(a) Liquidity: at all times maintain a minimum Liquidity of USD 10,000,000;
(b) Capital Employed Ratio on each Calculation Date maintain a Capital Employed Ratio not lower than 35% on
OKEA02 and not lower than 40% under OKEA01; and
(c) Leverage Ratio on each Calculation Date maintain a Leverage Ratio not exceeding 2:1.
For the sake of good order, please note that OKEA01 also contains certain alternative covenant (that the
company can choose to test on instead of the above), but that the company currently tests compliance with the
above mentioned financial covenants.
Security granted
The obligations under OKEA01 and OKEA02 are secured with the following security granted in favour of the
Nordic Trustee AS acting on behalf of the bondholders on OKEA01 and OKEA02:
(i) Pledge in the Escrow Accounts under the bonds and certain other bank accounts of the company;
(ii) Pledge in production licences;
(iii) Pledge in insurances;
(iv) the assignment of claims under the share and purchase agreement for participating interests in the Yme
field; and
(v) Pledge in factoring charge.
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Note 17. Shareholder loan
Amounts in NOK `000

31.12.2018

31.12.2017

Loan from shareholder OKEA Holdings Ltd

1 141

1 141

Total shareholder loan

1 141

1 141

Interest rate is 5%.
Changes in shareholder loan:
Amounts in NOK `000

31.12.2018

31.12.2017

Shareholder loan 1 January
Cash flows:

1 141

20 237

Proceeds from borrowings
Repayment of borrowings
Total cash flows:
Non-cash changes:
Conversion of debt to equity
Accrued interest

1 141

92 280
-58 300
54 217

1 141

-55 564
2 488
1 141

Shareholder loan 31 December
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Note 18. Commitments and Contingencies
The Company has not been involved in any legal or financial disputes in 2018 or 2017, other than an insurance
claim related to the Yme project. In 2018 SBM Offshore reached an agreement for final settlement of insurance
claim related to the Yme project. As partner in Yme, OKEA is receiving a compensation for breach of contract from
SBM Offshore. See note 26.
Minimum work programmes
The Company is required to participate in the approved work programmes for the licences. See note 10 for a
specification of future committed capital expenditure.
Liability for damages/insurance
The Company's operations involves risk for damages, including pollution. Installations and operations are covered by
an operations insurance policy.

Note 19. Related party transactions
Transactions with related parties:
Amounts in NOK `000
Seacrest Capital Group Ltd *
BCPR Pte Ltd **
Kyllingstad, Kleveland Advokatfirma DA ***

2018

2017

5 247
34 789

3 534
173

* Seacrest Capital Group Ltd is the controlling party of OKEA’s shareholder OKEA Holdings Ltd (former majority
shareholder).
** BCPR Pte Ltd (Bangchak) is the majority shareholder of OKEA.
*** The Managing Partner of Kyllingstad, Kleveland Advokatfirma DA was a former Board Member of OKEA.

Trade and other payables, related parties:
Amounts in NOK `000
Seacrest Capital Group Ltd
BCPR Pte Ltd

31.12.2018
5 413
34 789

31.12.2017
3 534
-

See note 4 for information about compensation to CEO and Board of Directors.
See note 17 for information about loan from shareholder OKEA Holdings Ltd.
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Note 20. Segment reporting
The Company has identified its reportable segments based on the nature of the risk and return within its business. The
Company’s only business segment is development and production of oil and gas on the Norwegian Continental Shelf.
Approximately 95% of the Company’s sales revenue recognised in 2018 is from sale to two oil companies which are
subsidiaries of an international oil company with Standard & Poor's long-term credit rating AA-.

Note 21. Operating Leases
The Company has entered into operating leases for office facilities. In addition the Company has entered into operating
leases as an operator of the Draugen field for platform supply vessel and associated Remote Operated Vechicle (ROV)
upgrade, together with office and warehouse Draugen.
Operating expenses related to lease agreements accounted for as operating leases
Amounts in NOK `000

2018

2017

Office facilities

3 485

3 081

Total

3 485

3 081

Future minimum lease payments under non-cancellable lease agreements
Amounts in NOK `000
Within 1 year
1 to 5 years
After 5 years
Total

31.12.2018
45 245
131 439
107 469
284 154

31.12.2017
1 852
3 105
4 957

Future lease payments related to leasing contracts entered into as an operator of the Draugen field are presented
gross.
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Note 22. Financial instruments
Financial instruments by category
Amounts in NOK `000
Year ended 31 December 2018
Financial assets
Amounts in NOK `000
Trade and other receivables *
Restricted cash
Cash and cash equivalents
Total

Amortized cost
275 756
48 327
394 670
718 753

Fair value through
profit or loss

Total carrying
amount

-

275 756
48 327
394 670
718 753

Fair value through
profit or loss

Total carrying
amount

Financial liabilities
Amounts in NOK `000

Amortized cost

766 428
15 564
781 992
Trade and other payables *
1
141
1 141
Shareholder loan
2 528 589
2 528 589
Interest-bearing loans and borrowings
Total
3 296 158
15 564
3 311 723
* Prepaid expenses, VAT receivable, accrued receivables and accrued expenses are not included. Option
derivatives are included (at Fair Value through profit or loss).
Year ended 31 December 2017
Financial assets
Amounts in NOK `000
Trade and other receivables *
Restricted cash
Cash and cash equivalents
Total

Loans and
receivables
83 021
907 799
29 609
1 020 428

Fair value through
profit or loss

Total carrying
amount

-

83 021
907 799
29 609
1 020 428

Fair value through
profit or loss

Total carrying
amount

Financial liabilities
Amounts in NOK `000

Amortized cost

31 773
Trade and other payables *
1 141
Shareholder loan
963 312
Interest-bearing loans and borrowings
Total
996 225
* Prepaid expenses, VAT receivable, accrued receivables and accrued expenses are not included.

31 773
1 141
963 312
996 225

Fair value of financial instruments
It is assessed that the carrying amounts of financial assets and liabilities, except for interest-bearing loans and
borrowings, is approximately equal to its fair values. For interest-bearing loans and borrowings, the fair value is
estimated to be NOK 2 622 711 thousand at year end 2018 (2017: NOK 985 350 thousand). At year end 2018
both bond loans are listed on the Oslo Stock Exchange and the fair value is based on quoted market prices (level
1 in the fair value hierarchy). At year end 2017 the bond loan OKEA01 was not listed on the Oslo Stock Exchange
and the estimation of fair value was based on no material change in market interest rate and credit risk since the
borrowing.
Fair value of put options, foreign exchange is based on quoted market prices at the balance sheet date (level 2 in
the fair value hierarchy). The Company has entered into a «Zero-Cost Collar» for fixing the USD rate between a
floor of 8.3725 and a ceiling of 8.3825 for future NOK payments of a total of NOK 600 million. The position has a
fair value equal to book value of NOK -15.6 million at 31.12.2018.
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Note 23. Financial Risk Management
Overview
The Company is exposed to a variety of risks, including credit risk, liquidity risk, interest rate risk, oil and gas price
risk and currency risk. This note presents information about the Company's exposure to each of the above
mentioned risks, and the Company's objectives, policies and processes for managing such risks. The note also
presents the Company's objectives, policies and processes for managing capital.
Credit risk
The Company has no significant credit risk. The Company is exposed to credit risk related to trade receivables and
cash and cash equivalents. Sales are only made to customers that have not experienced any significant payment
problems. Cash and cash equivalents are deposits with banks.
Liquidity risk
Liquidity risk is the risk of being unable to pay financial liabilities as they fall due. The Company’s approach to
managing liquidity risk is to ensure that it will always have sufficient liquidity to meet its financial liabilities as they
fall due, under normal as well as extraordinary circumstances, without incurring unacceptable losses or risking
damage to the Company’s reputation.
The table below shows a maturity analysis for financial liabilities:
The cash flows below assumes repayment on the latest date available, even if expected repayment may be earlier.
31.12.2018
Amounts in NOK `000
Trade and other payables
Shareholder loan
Interest-bearing loans and borrowings
Interest-bearing loans and borrowings, interest
Total financial liabilities

Carrying
amount

Cash Flow

< 1 year

781 992
1 141
2 606 550
788 719
4 178 403

781 992
1 141
218 713
1 001 847

2 606 550
570 006
3 176 556

Cash Flow

< 1 year

1-5 Year

31 773
1 141
985 350
221 704
1 239 967

31 773
1 141
73 901
106 815

985 350
147 803
1 133 153

Carrying
amount

Cash Flow

< 1 year

1-5 Year

275 756
48 327
394 670
718 753

275 756
48 327
394 670
718 753

275 756
48 327
394 670
718 753

-

781 992
1 141
2 528 589
3 311 723

1-5 Year

31.12.2017
Amounts in NOK `000
Trade and other payables
Shareholder loan
Interest-bearing loans and borrowings
Interest-bearing loans and borrowings, interest
Total financial liabilities

Carrying
amount
31 773
1 141
963 312
996 225

The table below shows a maturity analysis for financial assets:
31.12.2018
Amounts in NOK `000
Trade and other receivables
Restricted cash
Cash and cash equivalents
Total financial assets
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Note 23. Financial Risk Management (continued)
31.12.2017
Amounts in NOK `000
Trade and other receivables
Restricted cash
Cash and cash equivalents
Total financial assets

Carrying
amount

Cash Flow

< 1 year

1-5 Year

83 021
907 799
29 609
1 020 428

83 021
907 799
29 609
1 020 428

83 021
907 799
29 609
1 020 428

-

Interest rate risk
The Company’s exposure to interest rate risk is related to the bond loan OKEA02, with floating interest rate
conditions of 3 month LIBOR plus 6.5% p.a. The Company has no other interest-bearing borrowings with floating
interest rate conditions. The bond loan OKEA01 has fixed interest rate at 7.5% p.a.
Sensitivity analysis:
Interest rate sensitivity is calculated based on the exposure to interest-bearing debt with floating interest rate
conditions on the balance sheet date.
2018: If 3 month LIBOR had been 50 basis points higher/lower, the Company’s profit after tax would have been
NOK 6 million lower/higher.
2017: The Company had no borrowings with floating interest rate conditions and was consequently not exposed to
interest rate risk related to borrowings.

Currency risk
The Company is exposed to foreign exchange rate risk related to the value of NOK relative to other currencies,
mainly due to oil sales i USD, operational costs in USD and development costs in USD.
At 31 December 2018 the Company is exposed to exchange rate risk mainly due to bank deposits and bond loans
in USD.
Sensitivity analysis at 31 December 2018:
If the NOK had gained 5% against the USD at 31 december 2018, the Company's profit after tax would have been
NOK 93.2 million higher.
If the NOK had weakened 5% against the USD at 31 december 2018, the Company's profit after tax would have
been NOK 93.2 million lower.
Sensitivity analysis at 31 December 2017:
If the NOK had gained 5% against the USD at 31 december 2017, the Company's profit after tax would have been
NOK 20 million higher.
If the NOK had weakened 5% against the USD at 31 december 2017, the Company's profit after tax would have
been NOK 20 million lower.
The Company has from 2018 started using derivative financial instruments (put options) to manage certain
exposures to fluctuations in foreign exchange rates.
Oil and gas price risk
The Company’s revenue is from oil and gas sales which is exposed to fluctuations in the oil and gas price level.
The Company has from 2018 started using derivative financial instruments (put options) to manage certain
exposures to fluctuations in oil prices.
Capital management
The overall objective of the Company is to ensure that it maintains a strong financial position and healthy capital
ratios in order to support its business and maximise shareholder value.
The Company manages its capital structure, and makes adjustments to it, in light of changes in economic
conditions.
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Note 24. Asset acquisitions
During 2018 and 2017 the Company completed the following acquisitions in interests in licences on the
Norwegian Continental shelf, accounted for as acquisitions of assets:

Year

License

Name

2017

PL316/316B

Yme

Interest Seller
5%

Repsol Norge AS

Effective date

Completion

01.01.2017

30.11.2017

In addition, OKEA increased its interest in PL038D Grevling with 40% from 30% to 70% during 2017. Subsequent to
this increase in interest, the Company became the operator for this field.
In January 2019 OKEA completed the acquisition of a 50% interest in PL958 from Shell. Effective date for the
transaction is 22 June 2018.
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Note 25. Business combinations
Acquisitions in 2018
Acquisition of a 44.56% interest in Draugen and a 12% interest in Gjøa
On 30 November 2018 the Company completed the acquisition of a 44.56% working interest in Draugen (PL093), a 12% working
interest in Gjøa (PL153) and the office building "Råket" in Kristiansund from A/S Norske Shell. OKEA also assumed the
operatorship of the Draugen field effective from 30 November 2018. As part of the transaction, 153 employees were transferred
from A/S Norske Shell to OKEA. OKEA has specialized in small and mid-sized developments on the Norwegian Continental Shelf.
The Shell Acquisition transformed OKEA to become an operator for a producing field and puts the Company in a strong position to
execute on its organic growth strategy and pursue further M&A opportunities.
The acquisition was financed through the issuance of a USD 180 million secured bond loan in June 2018, in addition to net
proceeds of approximately NOK 1,033 million from the issuance of new share capital through two private placements completed in
October and November 2018.
The transaction has been determined to constitute a business combination and has been accounted for using the acquisition
method of accounting as required by IFRS 3. The economic date of the transaction, which will be used for tax purposes, is 1
January 2018. The acquisition date for accounting purposes (transfer of control) has been determined to be 30 November 2018.
A preliminary purchase price allocation (PPA) has been performed and all identified assets and liabilities have been measured at
their acquisition date fair values in accordance with the requirements of IFRS 3. The agreed purchase price is NOK 4 520 million.
Adjusted for interim period adjustments and working capital, the total cash consideration is estimated to NOK 2 930 million. At this
stage, the purchase price allocation is preliminary due to the complexity of the transaction and the fact that OKEA is in the process
of performing a detailed review of the final completion statement prepared by the seller. As a result, the final PPA and the impact on
the financial statements from the transaction may differ. The final PPA will be completed within 12 months of the acquisition at the
latest.
The fair values of the identifiable assets and liabilities in the transaction as at the date of the acquisition have been estimated as
follows:

Amounts in NOK `000
Assets
Tangible fixed assets
Receivables on seller*
Net working capital
Total assets

3 141 883
2 745 999
340 218
6 228 100

Liabilities
Deferred tax liability
Asset retirement obligation
Tax payable
Total liabilities

456 145
3 512 231
794 091
4 762 467

Total identifiable net assets at fair value
Total consideration
Goodwill

1 465 632
2 930 003
1 464 371

Goodwill consist of:
"Ordinary" goodwill
"Technical" goodwill
Total goodwill

166 632
1 297 739
1 464 371

* The parties have agreed that the seller shall cover 80% of the costs of decommissioning, plugging and abandonment of the
acquired oilfields at the time of cease of production limited to an agreed cap.
The ordinary goodwill consists largely of the synergies expected from acquiring the Draugen organization, which provides a
platform for generating future growth on the Norwegian Continental Shelf. The technical goodwill arises as a consequence of the
requirement to recognize deferred tax for the differences between the assigned fair values (which have been based on a post-tax
market for such transactions) and the tax basis of assets acquired, and liabilities assumed. None of the goodwill recognized will be
deductible for income tax purposes.
From the date of acquisition (30 November 2018), the acquired licences contributed with NOK 124 million of operating income and
NOK 81 million to the profit before tax. A preliminary estimation of the impact from the transaction indicates that if the acquisition
had taken place at the beginning of the year, total revenues for the year would have been approximately
NOK 3.2 billion higher and profit before tax would have been approximately NOK 1.6 billion higher.
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Note 26. YME compensation contract breach and other operating income
YME compensation contract breach:
On 11 March 2013 Repsol Norge AS as operator for and on behalf of the Yme licensees entered into a settlement
agreement with Single Buoy Moorings Inc (“SBM”) terminating the Yme MOPUstor project for a settlement contribution by
SBM to the Yme Licensee, including termination of the existing agreements hereunder releasing SBM from its delivery
obligation related to fabrication and lease of production facilities to be applied at the Yme field, terminating arbitration
proceedings and decommissioning of the Yme MOPU. As part of this settlement the parties agreed in that if SBM were
to receive any future claim recoveries under its CAR insurance relating to the Yme project, an amount equal to 50% of
SBM’s net recovery (after deductions for expenses and legal costs) shall be paid by SBM to the Yme partners.
On 10 September 2018 SBM announced full and final settlement of its insurance claim related to the Yme project, after
partial settlements had previous been announced by SBM on 17 July 2017, 11 August 2017 and 9 August 2018. NOK
115 million represents OKEA’s estimated share of this settlement. In February 2019, the partners agreed on the
expenses and legal costs to be deducted. The final amount received is approximately NOK 20 million higher and will be
recognized in operating income in Q1-2019.

Other operating income:
Amounts in NOK `000

2018

2017

Gain from put options, oil
Change in over-/underlift petroleum products
Sale of licenses *

37 212
44 421
7 114

5 007
-

Total other operating income

88 747

5 007

* In 2018 OKEA completed the sale of a 15% interest in PL038D Grevling to Chrysaor. Effective date for the transaction
was 1 January 2018.

Note 27. Spareparts, equipment and inventory
Amounts in NOK `000

31.12.2018

31.12.2017

Inventory of petroleum products
Spare parts and equipment

188 748
126 752

-

Total spareparts, equipment and inventory

315 500

-

Amounts in NOK `000

31.12.2018

31.12.2017

Other financial non-current assets at 1 January
Additions through business combination
Unwinding of discount

2 745 999
8 238

-

Total Other non-current assets at 31 December

2 754 237

-

Note 28. Other non-current assets

The amount consist of a receivable from seller Shell. The parties have agreed that Shell should cover 80% of the costs of
decommissioning the acquired oilfields Draugen and Gjøa limited to an agreed cap. The net present value of the
receivable is calculated using a discount rate of 3.6%. The basis for the measurement of the asset is one the same basis
as the assets retirement obligation.
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Note 29. Earnings per share
Net profit / loss (-), in NOK `000
Calculated interest on preference capital (8%), in NOK `000

2018
-148 622
-5 011

2017
-11 714
-34 097

Calculated net profit / loss (-) attributable to ordinary shares, in NOK `000

-153 633

-45 810

3 914 455

1 438 316

-39,25
-39,25

-31,85
-31,85

Weighted average number of ordinary shares outstanding
Earnings per share (NOK per share)
- Basic
- Diluted

The dilution effect of potentially shares from warrants is not presented in the income statement, as the potentially shares
would have reduced loss per share.

Note 30. Reserves (unaudited)
Proven and probable reserves

Mill barrels oil equivalents (mmboe)
2018
2017

Balance at 1 January
Production
Acquisition of reserves
New developments
Revisions of previous estimates and other changes

10,6
-0,9
42,8
0,1
-0,1

7,5
-0,1
3,3
-0,0

Total reserves at 31 December

52,4

10,6

Expected reserves represent the Company's share of reserves according to the SPE/ WPC/ AAPG/ SPEE Petroleum
Resources Management system (SPE - PRMS) published in 2007 and with Oslo Stock Exchange's requirements for the
disclosure of hydrocarbon reserves and contingent resources; circular 9/ 2009. The figures represent best estimate of
proven and probable reserves (2P/P50 Base estimate).

Note 31. Events after the balance sheet date
Based on events subsequent to year end, the Company has been notified that the Yme compensation amount
will be higher than the accrued amount at year end, since the parties have reached an agreement on the
expenses to be deducted from the settlement. See note 26. The difference, approximately NOK 20 million, will be
recognised in operating income in Q1-2019.
The Gjøa license operator, Neptune Energy Norge, submitted in February 2019 development plans for the P1
project. This is a re-development of the P1 segment of the Gjøa field. First production is expected in late
2020/early 2021. Total recoverable resources are estimated to be 32,6 million barrels of oil equivalents (boe). P1
is expected to yield around 24,000 boe/d at maximum production.
OKEA was awarded four new licences in the 2018 Awards in Predefined Areas (APA), whereof three as operator.
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Confirmation from the Board of Directors and CEO of OKEA AS
Pursuant to the Norwegian Securities Trading Act section 5-5 with pertaining regulations, we confirm that,
to the best of our knowledge, the financial statements for the period from 1 January to 31 December
2018 have been prepared in accordance with IFRS as adopted by EU, with such additional information
as required by the Norwegian Accounting Act, and give a true and fair view of the Company’s assets,
liabilities, financial position and results of operations.
We confirm that the Board of Directors' report provides a true and fair view of the development and
performance of the business and the position of the Company, together with a description of the key risks
and uncertainty factors that the company is facing.

Trondheim, 20 March 2019

_____________________________
Chaiwat Kovavisarach
Chairman of the Board

_____________________________
Henrik Schröder
Deputy Chairman of the Board

_____________________________
Arild Christian Selvig
Board Member

_____________________________
Paul Anthony Murray
Board Member

_____________________________
Kaare Gisvold
Board Member

_____________________________
Knud Hans Nørve
Board Member

_____________________________
Michael William Fischer
Board Member

_____________________________
Prisana Praharnkhasuk
Board Member

_____________________________
Erik Haugane
CEO
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OKEA, the economic date of the
transaction was 1 January 2018, and the
acquisition date for accounting purposes
(transfer of control) was determined to be
30 November 2018.
The agreed purchase price was
NOK 4 520 million and is adjusted for
revenue, operating and capital
expenditures in the interim period from
1 January- 30 November 2018 ("the
interim period") and working capital as of
1 January 2018.
The transaction was determined to
constitute a business combination and has
been accounted for using the acquisition
method of accounting under IFRS 3.
The purchase price allocation (PPA) and
the measurement and determination of
fair values required a number of estimates
and judgements to be applied including:
•

estimates of oil and gas reserves and
forecasted production profiles;

•

price curves for oil and gas and related
petroleum products;

•

forecasted operating, capital,
abandonment and tax expenditures;

•

determination of adjustments relating
to the interim period;

•

estimated future foreign exchange
rates;

•

discount rates to be applied and;

•

allocation of goodwill balances to cash
generating units.

In addition, the calculation of fair values
requires financial modelling of the cash
flows relating to each asset or liability,
including tax effects, which can be complex
and may require use of additional
judgement.
We focused on this area due to the
significant value the investment represent
in the balance sheet, and the level of

We challenged the purchase price allocation prepared by
management and if there were other assets or liabilities
not properly accounted for. As part of this process we
held several meetings with management and the external
valuation expert and obtained underlying documentation
to support calculations and measurements in the PPA.
A major part of the value assumed in the transaction was
allocated to tangible fixed assets of the Draugen and
Gjøa fields. Management has measured the value of the
investment in the Draugen and Gjøa fields based on the
income approach, the net present value (NPV) �fter tax
of future estimated cash flows. We have reconciled the
estimated future cash flows related to production
profiles, operating and capital expenditures to th�
operators revised national bu?gets (RNB). In add1t10�,
management has applied a th1rd party reserves appra1ser
to estimate the remaining reserves. For future crude and
gas prices, we assessed the five first years to quoted
market prices and the long term price to analyst and
brokers forecast. Prices are adjusted for quality
differentials. We assessed the discount rate applied with
reference to market data. Furthermore, we reconciled
estimated future foreign exchange rates with external
quoted forward curves obtained from Bloomberg.
The liabilities assumed in the transaction mainly relates
to asset retirement obligations. We have reconciled
management estimates for asset retir�ment obliga�ions
against information reported by the f1eld operator m the
2019 RNB numbers and tested for mathematical
accuracy. As regulated by the SPA, a material part of t�e
asset retirement obligation will remain with and be pa1d
by A/S Norske Shell limited to an agreed cap. We tested
the calculation of this receivable (indemnification asset)
recorded in the PPA to the terms of the SPA.
We obtained from management a calculation of deferred
and payable taxes as part of the business combination.
We tested the mathematical accuracy of the tax
calculation and the assumptions and examined the
application of tax regulations.
The allocated goodwill from the transaction mainly
relates to technical goodwill calculated on the basis of
the difference between the estimated fair market value
and tax value of the assets acquired. We have
recalculated and mathematically verified the allocation
of goodwill balances to cash generating units.
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judgements management was required to
use in determining the value of the assets
and liabilities acquired from the
transaction and resulting subsequent
potential impacts on the income
statement.
Please refer to note 25 for a description of
the business combination and how
management has accounted for the PPA.

The consideration paid is adjusted for revenue, operating
and capital expenditures incurred in the interim period
and for working capital as of 1 January 2018. The interim
period adjustment is material and due to complexity of
the transaction the settlement between the Company and
A/S Norske Shell for the interim period is not final. We
have reconciled items included in the interim period
adjustment to the preliminary completion statement
prepared by the seller, and tested management estimates
against supporting documentation.
We involved PwC valuation specialists to assess material
market participant assumptions made by management
and applied in the valuation of assets and liabilities as
well as the mathematical and methodological integrity of
management's valuation models.
The results of our testing showed that management
applied reasonable assumptions for the valuation of
assets and liabilities assumed as part of the transaction
withA/S Norske Shell.
We evaluated the appropriateness of the related note
disclosures in note 25 to the financial statements and
found that they satisfied IFRS requirements.

Other information
Management is responsible for the other information. The other information comprises information in
the annual report, except the financial statements and our auditor's report thereon.
Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in <loing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of the Baard of Directors and the Managing Director for the Financial Statements
The Board of Directors and the Managing Director (management) are responsible for the preparation
in accordance with law and regulations, including fair presentation of the financial statements in
accordance with International Financial Reporting Standards as adopted by the EU, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.
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Auditor's Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.
As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs, we exercise professionaljudgment and maintain
professional scepticism throughout the audit. We also:
• identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error. We design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal contro1.
• obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control.
• evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
• conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may east significant doubt on the Company's ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the Company to cease to continue as a going concern.
• evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentation.
We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a
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matter should not be communicated in our report because the adverse consequences of <loing so would
reasonably be expected to outweigh the public interest benefits of such communication.
Report on Other Legal and Regulatory Requirements
Opinion on the Baard ofDirectors' report
Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Baard of Directors' report and in the statements on Corporate
Governance and Corporate Social Responsibility concerning the financial statements, the going
concern assumption and the proposed allocation of the result is consistent with the financial
statements and complies with the law and regulations.
Opinion on Registration and Documentation
Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) 3000, Assurance Engagements Other than Audits or Reviews of Historical Financial
Information, it is our opinion that management has fulfilled its duty to produce a proper and clearly
set out registration and documentation of the Company's accounting information in accordance with
the law and bookkeeping standards and practices generally accepted in Norway.

Stavanger, 20 March 2019
PricewaterhouseCoo ers AS

Gunnar Slettebø
State Authorised Public Accountant
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Resultatregnskap
Beløp i: NOK

Note

2017

2016

RESULTATREGNSKAP

Inntekter
Salgsinntekt

20

Annen driftsinntekt
Sum inntekter

38 429 000
5 007 000

494 000

43 436 000

494 000

Kostnader
Produksjonskostnad

7 654 000

148 000

Letekostnad

8

28 710 000

541 000

Lønnskostnad

4

l r 707 000

13 772 000

Avskrivning på varige driftsmidler og immaterielle eiendeler

l0

18 025 000

178 000

Annen driftskostnad

5

33 128 000

14 281 000

99 224 000

28926 000

-55 788 000

-28 432 000

2 392 000

2 460 000

2 392 000

2 460 000

27 098 000

s 335 000

27 098 000

5 335 000

Netto finans

-24 706 000

-2 875 000

Ordinært resultat før skattekostnad

-80 494 000

-31 307 000

-68 780 000

-25 648 000

Ordinært resultat etter skattekostnad

-11 714 000

-5 6s9 000

.A,rsresultat

-11 714 000

-5 659 000

Udekket tap

-l I

714 000

-5 659 000

Sum overføringer og disponeringer

-11 714 000

-5 659 000

Sum kostnader

Driftsresultat

Finansinntekter og finanskostnader
Annen finansinntekt

6

Sum finansinntekter

Annen finanskostnad

6

Sum finanskostnader

Skattekostnad på ordinært resultat

7

Overføringer og disponeringer
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Balanse
Beløp i: NOK

Note

2017

2016

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler
Lete- og lisenskostnader

9

5 752 000

4 752 000

Utsatt skattefordel

7

85 091 000

37 031 000

Goodwill

9

8 057 000

8 057 000

98 900 000

49 840 000

Sum immaterielle eiendeler

Varige driftsmidler
OIje- og gassfelt

l0

676 378 000

5r2 923 000

Driftsløsøre, inventar, verktøy, kontormaskiner og lignende

10

217 000

224 000

Sum varige driftsmidler

676 595 000

513 147 000

Sum anleggsmidler

775 495 000

562 987 000

r20207 000

105 561 000

120 207 000

105 561 000

37 889 000

Omløpsmidler

Varer
Fordringer
Andre fordringer

77,22

Sum fordringer

Bankinnskudd, kontanter og lignende
Bankinnskudd

12,22

29 609 000

Bundet bankinnskudd

12,22

907 799 000

Sum bankinnskudd, kontanter og lignende

937 408 000

37 889 000

Sum omløpsmidler

r 057 615 000

r43 450 000

SUM EIENDELER

I

706 437 000

833 110 000

BALANSE - EGENKAPITAL OG GJELD
Egenkapital

Innskutt egenkapital
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Balanse
Beløp i: NOK

Note

Selskapskapital

13

2016

2017

24 138 000

Overkurs

470 755 000

Annen innskutt egenkapital

I

I

337 000

216 t2s 000
146 968 000

Sum innskutt egenkapital

495 493 000

374 430 000

Udekket tap

21 661 000

9 953 000

Sum opptjent egenkapital

-21 667 000

-9 953 000

Sum egenkapital

473 826 000

364 477 000

319 668 000

202 466 000

319 668 000

202 466000

Opptjent egenkapital

Gjeld
Langsiktig gield

t4

Andre avsetninger for forpliktelser
Sum avsetninger for forpliktelser

Annen langsiktig gield
963 3r2 000

16,22

Obligasjonslån
Sum annen langsiktig gield

963 312 000

I

Sum langsiktig gield

282 980 000

202 466 000

3 596 000

l7 285 000

Kortsiktig gield
Skyldige offentlige avgift er

Kortsiktig konserngj eld

t1 )')

I 141 000

20237 000

Annen kortsiktig gield

1< )''

66 013 000

25 898 000

Andre forpliktelser

t4

5 554 000

76 074 000

76 304 000

139 494 000

Sum gield

r 3s9 284 000

341 960 000

SUM EGENKAPITAL OG GJELD

I

706 437 000

Sum kortsiktig gield
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Tillatelse tilå utarbeide årsregnskap og årsberetning på êngelsk språk for
Okea AS, org. nr. 915 419 062
Vi viser til deres brev av 23. februar 2016 der det søkes om dispensasjon fra kravot
årsregnskap og årsberetning på norsk språk for Okea AS.

til å utarbeide

Sk¿ttedirektoratet gir på bakgrunn av en konkret helhetsvurdering Okea AS dispensasjon fra kravet
å ut¿rbeide årsregnskap og årsberetning på norsk språþ jf. regnskapsloven g 3-4 tredje ledd.
Dispensasjonen forutsetter at opplysningene som vedtaket baserer seg på ikke endres vesentlig,

til

Kopi av dette brevet må sendes Regnskapsregisteret i Brønnøysund sammen med årsregnskapet,
Det påligger den regnskapspliktige å dokumentere ved dette brev at tillatelsen er gitt.

Bokgrunn
Okea AS er et nystartet oljeselskap. Selskapets hovedaktivitet er å delta i utbygging og
produksjon av olje og naturgâßs på norsk sokkel, Selskapets hovedalcjonær er Azinor Production
Limited. Selskapets arbeidsspråker engelsk. Selskapet opererer innen oljebransjen, der engelsker
det klarl dominerende språket. Alle sentrale aktører og samarbeidspartnere innen denne bransjen
behersker og benytter engelsk. Ën norsk oversettelse vil kun ha til formål å oppfylle
regnskapslovens språkkrav.

Skattedlrcktorntets vurderln

g

Etter regnskapsloven g 3-4 tredje ledd skal " årsregnskapet og årsberetningen ... være pâ norslc.
Departementet løn ved .., enkeltvedtak bestemme at åtsregnskapet og/eller årsberetningen kan
være

på ët dnnet språb,"

I Ot. prp. w. 42 (1991-1998) Om lov om årsregnskap m.v., er det uttalt følgende om
regnskapslovens fonnå!, jf. pkt, 1, 1:
"Refieringen har som siktemål at regnskapsloven skal bidra til informative regnskaper þr
ulike gruppet av regnsleapsbtulcere. Regnsbapsbrukerne er dels investorer ogkreditorer som
tilþrer bapital tilfotetakene, og dels andre grupper som har inter.esse av å vite hvordan
þretaket drives, f,eks, de ansatte ag lokalsamfimnet. Inþ'masjanen til kapìtalmarkedet skal

Portidra!rc
0134 ô¿lo

04.O4.2019 kl 08:56

Brønnøysundregistrene

B¡¡¡k¡¡d¡c¡eo:

Scnhtlbord

Sè trHw.åkâücctàtôn,no

800 80 000

Ory.nr 0001õ03'10

Tclof¡k¡

Ê.pô6t ôl¡uoðtrtcn.ñdiondðpo¡t

22 17 0E 60

Side 4 av 55

II'
I'

B

fø

n n øySU n d

fe g iSt fe

n

e Arsregnskap regnskapsåret 2017 lor 91 541 9062

ô
20181170074 Sidc

2 av 2

gi grunnlagfor riktig prising av /ìnansielle objekter. Riktig prisdannelse på aksjer er en
þrutsetningþr at rcsnrsbruken i samfimnsøkonomien skal bl¡ best mulíç. Gode regnslcaper
vil også giøre det vanslceligereþr markedsdeltabere å ta ut speleulasjonsgevinster med basis
i skj evt fordelt inþrmasj on. "
al.

gntpper av rcgnskapsbn¡kere". Regnskapsbrukere vil omfatte, jf. uttalelsen i

for

u.îike

et av hovedfonnålene med regnskapsloven er å bidra

til "inþ'mative

Det fremgår således
regnskaper

proposisjonen, blant andre investorer, kreditorer, ansatte og lokalsamfunnet.
Det er etter Skattedirelúoratets vurdering derfor avgjørende ved vurdering av om dispensasjon fra
kravet til å utarbeide årsregnskap og/eller årsberetning på norsk kan gis, at det ikke foreligger
rnulige brukere av regnskapsinformasjon som blir vesentlig berørt negativt ved en eventuell
dispensasjon.

Det er særlig hensynet til brukerne av regnskapsinfonnasjon som skal vurderes ved en
dispensasjonssøknad. I denne vurderingen har Skattedirektoratet lagt sædig vekt på at selskapet er
eid av et utenlandsk selskap. Eierkretsen er begrenset. Selskapet opererer innen oljebransjen, der
engelsk er det klart dominerende språket. Videre er det vektlagt at selskapet driver virksomhet i en
bransje der alle sentrale alú.mer behersker og benytter engelsk språk.
Vennligst oppgi vår referanse ved henvendelser i saken.

Med hilsen

Rune Tystad

seniorrådgiver
Rettsavdelingen, foretaksskatt
Skattedirektoratet
Torstein Kinden Helleland

Dokumentet er elehronisk godçient og har derfor iklæ håndskrevne signaûtrer
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To the General Meeting of OKBA AS
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Report on the Audit of the Fínancial Statements
{.i¡rirtiort
We have audited the financial statements of OKEA A$ which comprise the balancc sheet as at
gr December zol7, tncome statement, statement of comprehensive income, statement of changes in
equity and statement ofcash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policíes.

In our opínion, the accompanying financial stûtements are prepared in accordance with law and
regulations and present fairly, in all material respects, the financial position ofthe Company as at
3r December zöt7, anð its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards as adopted by EU.
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We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards <¡n Auditing (ISAs)" Our
reep<rnsibllities under those standards are further descríbed in the,4.udifor's ^ResponsibíIítíesfor the
Audít oÍ the Financíal Statements section of our report. We are independent of the Company as
required by laws and regulations, and we have fulfilled our other ethícal responsibilities in aecordance
with these requirements, We believe that the audit evider¡ce we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Management is responsible for the other information, The other information compriees lætter from
the Directors :or7, but does not include the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not cxpress
any form of assurance conclusion thcreon.
In connection with our audit ofthe financial statements, our responsibility is to read tle other
information and, in doing so, consider whether the other information is rnaterially inconsistent with
the financial statements or our knowledg,e obtained in the audit or otherwise appears to be materially
misstated.

lf,

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

PrÍcewaterhousa0oopersáS, Konaf,sletto 8, Postbol,s 8at7, NO-¿o6B Starnnger
T: oegt6, org, no.: g8Z oog 74 MVA. www.pwc.no
Sfot$outonserte reuísorer, medlemmer au Den norslce Reuísoliþrening og autorisert regnskapçførersels/<ap
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Independent Auditor's Report - OKEAAS
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The Board of Directors and the Managing Director (management) are responsible for ttre preparation
in accordance witl law and regulations, including fair presentation of the financial statements in
accordance wíth International Financial Reporting Standards as adopted by the EU, and for such
internal control as management determines is necessary to enable the preparation offinancial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

.4r¡rJif,rli; l{r'.s¡rriri"siåilittr,ir.lir:' ¡lrl,,'l,r¡<li{ r}/'l¡t(, l;i}i{r¡t{,ir¡l Sfr¡ii,¡rrr,¡¡1.";
Our objeotives are to obtain reasonable assurance about whetlrer the financial statements as a whole
are free from material misstâtoment, whether due to fraud or error, and to issue an auditoCs report
that includes our opiníon. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs will always detect a materíal misstatement when it
exists. Mis$tatements cån arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions ofusers taken on the
basis of these financial statements.
As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs, we exercise professionaljudgment and mâintain
professional scepticism throughout the audit. We also:

.

.
a

identi& and assess the risks of mâteriâl misstatement of ttre finanoial stâtements, whether due
to fraud or emot, We design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufñcient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal controì,
obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness ofthe Company's internal controi,
evaluate the appropriateness ofaccounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
conclude on the appropriateness of management's use ofthe going concern basis of accounting
and, based on the audÍt evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company's abilþ to continue as a
going eoncern, Ifwe conclude that a material uncertainty exists, we åre required to draw
åttention in our auditor's report to the related disclosures in the financial statements or, if
such disclosures are inadequate, to modiff our opinion. Our conclusions are bascd on the
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Independent AuditoCs Report - OKEA AS

pwc
audit evidence obtained up to the date ofour auditor's report. However, firture events or
conditions may cause the Company to cease to continue as a going concern.

.

evaluate the overall presentation, structure and content ofthe financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions
and events in a manner that achieves fair presentatíon.

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and signiñcant audit ñndings, including any significant deficiencies in internal
control that we identify during our audit.

Report on Other LegøI and Regulatory Requirements
{ }¡
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Based on our audit ofthe financial staternents as described above, and control procedures we have
considered neeessary in accordance with the International Standard on A¡surance Engågements
(ISAE) gooo, Assuranee Engagements Other than ,,ludits or R eutews of Historical FÍnancíal
Information, it is our opiniou that management has fulålled its duty to produee a proper and clearþ
set out registration and documentâtion of the Company's accounting information in accordance with
the law and bookkeeping standards and practices generally accepted in Norway,

Stavanger, g April zorS
^as

State

G)
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OKEA AS

Annual flnancial statements 2017
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LETTER FROM THE DIRECTORS 2OI7
About OKEA AS
OKEA AS ('OKEA" or "the Compan/) was established in2015. The Company's aim is to contr¡bute to
th€ value creation on the Norwegian Continental Shelf with cost effective development and operation
gystems. the Company is located in Trondheim, Norway.

During 2017, the Company completed the following acqu¡s¡tions of interests in licenses on the
Norwegian Conlinental shelf

a

:

5% in the Yme field (PL316/PL316B) from Repsol Norge AS, and
7o in Grevling field (PL038D) from Repsol Norge AS.

40

A revissd Plan for Development and Operation (PDO) for Yme was submitted to the Norwegian
authorities in December 2017 and has been approved in 2018.

fhe Company became

the operator for the Grevling field during 2017.

The financial statêm€nt6
For the financial yøar 2017i Loss from operâting ectivities was NOK 55,788 thousand. Loss before
income tax amounted to NOK 80,494 thousand and Net loss was NOK I 1,714 thousând.
At the end ol 2O'17, capitalised defened tax asset amounted to NOK 85,091 thousand. The amount is
mainly related to offshore tax losses.
The operations of the Company are financed through equity and a bond loan. The Company's equity
ratio is considered to be at an acceptable level.

pursuant to 3"3 of the Norwegian Accounting Acl the Board of Directors confirm that the condit¡ons
$
for continued operations äs a go¡ng conc€rn are present for the Company and that the annual financial
statements for 2017 have been prepared under this presumplion.

Allocatíon of loss for thê year
ln 2017 , OKEA posted a net loss of NOK 1 I ,714 thousand. The Board of Direclors proposes the
following allocation (NOK thousand):
Transferred to accumulated loss: NOK I 1 ,714 thousand
Rlsk factors
The Company is exposed to risk factors that are common for oíl companies ¡n the development and
production phase. The Company is also exposed to a variety of financial risks, including credit risk,
liquidity risk, interest rate risk, oil price risk and currency risk. lt is of the highest priority to the Board of
D¡rectors lo make sure the company successfully manages these risks by finding and implementing
the best risk mitigating act¡ons.

Health, safety and environmenuequal opportunlties
The Company had 26 employees at year end of which seven are female. At presenl there are no
female members of the Board of Directors. No particular actions have been implemented or are
planned lo promote gender equality in the Company.

lhe work environment is considered to be good. Absence from sick leave in 2017 was 0.28olo of total
working hours. There have been no occurrences or reports of acc¡dents or injuries during the year,
and no major or significant material damage.
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The operations of the Compâny could potentially pollute the extemal environment. The Company
together with ¡ts joint venture partners work actively on measures lhst can reduce any negative impact
on the environment.
The Company has established and implemented a focused Health, Satety, Environment and Quality
strategy and policy, resulting in a proactive stance as woll as an ownership culture among employees
in all aspecls of the bus¡ne$s, A primary goal for OKEA is to establish a culture of openness with no
barriers related to all aspects of I-ISEQ both within the Company and when working with stakeholders
in order to secure a safe wo*ing environment, high level of quality and minimal impact on the
environment.

Trondheim,

5rh

April 2018

Henrik Schröder

Paul Anthony Murray

Chairman of the Board

Board Member

Kaare Gisvold
Board Member
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The operation$ of the Cðmpany cou¡d potentiålly pollute the external environmenl. The Company
togsthår with itô ioint vsnture pa!"tnsrs work actively on measürês lhat ran æduce any negat¡ve impact
Õn the environmênt
The Compâny haç established ard ¡mplÊrn€nted a focused Health, Safety, Environment ãnd Quahty
shâtegy ånd pol¡öy. resulting ¡n a proagtive stânce as well ås an ownelship culture smong employees

ínallãspêctsofthebusinoss AprimarygoålfûrOKEAistcsstablishacultureÕfopennesswithno
barriers related to âll aspects of HSEQ both rivithin the Company ând whsn wôri(ing with stakeholdBrs
ín order to secure å safe wor*ing env¡ronment, lugh ¡evel of qual¡V and min¡¡nal impaçt on the
envi¡onment.

Trondheim.

5rh

April 2018

Paul Anthony Muray
Boañ Member

Henrik
Çhairman of the Board

Kaare Giçvold
Eoard Mêrnbêr
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The operations of the Company could potentlally pollute the external environment. The Company
togethêr with its joint vonture partnors work act¡vely on measures that can reduce any negative impact
on the environment.

The Company has established and implemented a focused Health, Safety, Environment and Quality
strategy and policy, resulting in a proactive stance as well as an ownership culture among employees
in all aspects of the business. A primary goal for OKEA is to establish a culture of openness wilh no
barrieæ related to all aspects of HSEQ both within he Company and when working with stakeholders
in order to secure a safe working environment, high level of quality and minlmal impact on the
env¡ronment.

Trondheim,

5th

April 2018

Henrik Schröder

Châiman of the Board

Board

Kaare Gisvold
Board Member
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The operations of thê Company coufd potentiålly pollute the e)dêrnâl cnvironment. The Company
together with ils joint vcnture partners work acilvely on m3asursB thet cân rcduce any negative impact
on the envlronment,
The Company hae estâblishsd and implemented a focused Health, Safþty, Envirþnmcnt ând Qual¡ty
sfategy and policy, reaufiing in a proactive slanc€ as well as an ownershlp culturc among employeea
in all aspects of the business. A primâry goel for OKEA is to establish a culture of openness wiü no
baniers related to all aspects of HSEQ both within the Cornpany and wten worting wlth st¡akeholdcrs
in order to secure e safe worklng cnvironment, high level of quallty and minimal impact on thc
envlronment.

Trondheim, 56 Aprll 201E

Henrik Schröder
Cheirman of the Board

Paul Anthony Munay
Boañ Membdr

Erlk Haugane

cEo

Member
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The opçrallone of the Company coufd potÊntlâlly pollull thr ôxtôrnÊl mvlronnçnt, Th¡ Compeny
togåther wlth lte Joinl venturs partnen work actlvåly on moaeurEs llìat o€n rsduco Eny nsgrtlvt lmpaol
on lhe envlronmenl,
The Company har c¡t¡bllshcd and implsm¡ntsd s focusod Heallh, Safety, Envlronmanl ancl Quallty
Bkåtegy End pollcy, rsÊultlng ln e prosollve rtåncc as w€ll aa en ownarahlp culturo among amployesl
ln all aspecls of lhq buElncoÊ. A prlmary goal for OKEA la to a¡labll¡h a oulturg ol oFann€rr wllh no
barrlerg relsted to all a8peals of þISEQ both wllhln lhÊ Company and whan working wllh etrktholdËre
ln ordor lo s€curö s ¡.fc worklng envlrcnmrnt, hlgh lcvel ol quallty and mlnlm¡l lmpact on lha
environmenl.

Trondhelm,

o'n

Rprll 2Oto

Hrnrlk SchrËdÉr

Paul Anthony Murny
Board Mambw

Chalrnan ol lhe Board

Kaare Gl¡vold
aoefu Mêmbat
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Statement of Comprehenelve lncome

2011

Amounts ln NOK'000

Notr

Rsvenues fiom crudg oll and gec ealce
Olher opcretlno lncoms

20

Tolrl op.rallng lncom¡

3E 429
6 007

4S4

¡l9t

404

43

Productlon exponsos
Explorallon €xpanseE
Depreclatlon, dsplôtlon and amorlizatlon
Employec b€nêflts oxpens€s
Oth6r ôberallnô âxôån3eß

.7 0õ4

-148

-s47
-178

4

-28110
-18025
-,t1707

-13 772

ã

-33 128

44

.9t229

'28 e20

.6õ ?88

.¡8

I
10

Total ooaratlno lxD¡nae.

Proflt / lor¡ l.l lrom

rctlvlll¡¡

Flnance lncomE
Flnencs coeta

2úA
(rrrtrlcd r)

241

ra32

6

2 Sg2

2 460

6

.27 098

.6 334

Nrt tlnanclâl lt¡mr

't4

700

.28?4

P¡oflt / lo¡¡ {-} b¡forc lncomc tax

{0

404

.3t 307

ô8 780

26 648

.11114

.ü 6ü9

lncômê taxes

Nrt oroflt / lor¡

7
(.1

Olher comprchcnllv¡ lncomr¡

Tal¡l ath¡r
Tofrl aamonhrnrlu¡

lncom¡

/

lo¡¡ Ll

-11

tt¿

't

ôü0

* SçE
note 26
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Balance theot at 31 Dccember
31,12,2017 91.12.20'ta 0t,0l,t0l6
Amounb in NOK'000

(r.ilrtldr)

Notâ

AggË19
Non.ournnt

rlrtt¡

Þ€l€ffÊd lax a¡s€tr

7

goodwlll

I

Explorallon rnd svaluôllon
Oll and

gil

â¡rclr

85 091

I

67ã2

0

prop3rtl€r

f0

îôfrl hôMurrañl
Cur¡tnt

0$7

37 031

I

10

0t6

067

670 978

4 762
61292C

7T; LÀ'

0t7

t0 8¿t

r20 207

106 ö61

't 996

rttrt!

Tradg and glhor rec?lvåbl€r

11,22
12,22

Rsctrlclld c€rh

TOÎAI AS9ETE

907 709

I

833

4t0

6't6

143

flo

f0A$7

21 08¡t

EOUITY AND LIAIILITIEg

Equlty
Sharc oapltal
$hare premlum

Unr€gitt€rod shârs caplt
Accumulât€d

13

24ßA

11 337

1 t00

470 766

20 900

.21 €e7

21e 126
140 988
.g 963

at3a27

36¿

3190ô8
ît,

202466

l

lor¡

Tôlrl .ã[llv

at7

4

lt

29A

roÛ

l{on.curr.nt ll¡þllltlrt
Provlriona

14

,lâ.22

lntårå¡l"b.rrlña lôrnr rnd

oêî

I 2t2

079

Cumnl lhblllllrt
Tr¡de end olh3r payablåg

1ã,22
17,22

lnt€r@mpany losn
Publlc duer payrÞh
Ptovlglon¡. cu¡¡ont
Tolel aurÍ.nt

f

14

I

ÎOTAL ËCIUITY AND

'Seg

68 013

26 899

2392

141

20237

$ 690
6 56¿

ta 074

70 304

¡9¿

3 070

art

2t 3¡¡

a33

t{o

17 286

706

1 287

nole 2ô
Trondhêlm, Clh Aprll 2018

Hmflk gchrÖdo'

Påul Anlhony Murray

Châlrmrñ of thr Bosrd

Board Mrmb€r

Kasrc Gl¡vold

Edk Hauganc

Board Mcmber
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B¡l¡ncc $hcet at 3l llocembc¡
11,1U,2017 iil.1U,201ã ul,01.¡0tã
Amounli ln NoK'000

(rartrtrd'l

Nolc

AS8ET8

ilgn.cuÍônt

¡rral¡

Oafarrud tax n¡aete

7

åã 0e1

€oodrvlll

g

B 05?

Expl9nlign rM çvÊlqatþn tîgâl¡

g

oll ¡nd ga¡ proprtllet

10
'!,0-,

Funllu'a,

fixllrgl¡lgjlllc€,tqgl¡tmrnt ,.

Iotrlnoll"ûrffqrt.rEt¡ ,,,.Ou¡¡¡nt

,-.

5 7íZ
676 37¡

- .,- _,, ,_-ljl
- _77410Í

a7 031

I

10 ð16

067

4tâ2,
612 923

?48-,- ,_ s0
&åqq7...,.r3üA

,,_,

rrr¡h

Tråda and olh¡r

nmlv.þlrr

11,2?
12,22

Rtstíotrd or¡h

TOIAI A$ûET8

12420t

105 601

f

90s

907 70e

t

E3r

f10

706 {31

¡1 $E4

EQUITY ANN LIAEILITIË$

Equlty
Shsrç c¡pll¡l
Sh*rÊ premium

24 798
47q 7õS

13

UnrÊghtsrad shrrê cåpltål
AccumulatEd looE

11 3S7

1 100

21e 125

20 900

146 968

ilo[*urronl lhblllU!t
Frovf¡lont

310

14

lnlorå¡|.Þltnro lotnr ¡nC ÞÞrrawlnor
Tat!! non'"cunçlrt lfrÞllltlo¡
C¡¡rrunt llåblllüor
Trads ¡nd olhcr pryúlrr
lnlarcomprny bin

16.

22

ô68

ã02 196

963 312

I

¡82

t70

Eô01¡

15,22
17.22

Puþllç Cue! Brytblo

¿02 408

25 899
20 2t7

2 3â2

I'l4l
I

1? 2Eü

1

2e7

708 a3?

21

:n4

ñ90

l{ ...._,. ... 6 5õ4 ¡0 olf"--._ __j
- _
rPhlp.un!$lllbllru.r
s01 l,l!l{!Í_ ._.- 3 å?e
,_ ,_-, , .
ro$lllt9!!ltlqr_, "-,.,,- .
{N6¡!!s,,.,,rf'!r00
,, -,_,, -.-.,. __,".
.sgfFrovlrlonr,

o{ront-- ,._-_

...

,-.7-ü

I

TOTAL EOUITY ANO LIABILITIEE

.ftifäftn

A3t

,ilo

Trondhalm, ¡th Aprtl 201 ü

0hDlrmân of lhr

K.ff.

F.ulAnthony Mumy
Bqrnl Mombor

Bo¡d

Qilvold

Erlk Hôueånâ

Boilc Mgmbtr
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December
t1,.i2,2017 31,12,2016

Amounls ln NOK'000

(rôtlâtod r)

Noto

01.0t.2016

A99ETs
Non.curront ass€tr
Defsrod lsx assols

85 00f

7

I
I

Goodrvlll

I

ExBloratlon and ovaluallon aosote
Oil and gas propêrll6s

l0

Furnltura- llxlu¡os and offlm 6õulõmenl

10

37 031

057
5 752

4 762

076 378

õ12 023

B

224

217

Tot6l non,curront â3ssts

10 616

067

77545ô

562

1?0207

105 561

9E7

30
10 646

Curronl a¡rots
11,22
12,22

Trcdo and oth€r rooelvablos
Reslricted caeh
Cash ånd oash equjvË!çnts ,

Tolâlcurrentas¡st¡

,

_

12,

1 995

907 799

22

q,.8,!9 .. ,, , ..9,7{4,.
29 009
,,
0õ70,15 143450 10738
I 833 110 70ß 437
21 584

I

TOTAL ASSETS
ËQUITY ANO LIABILITIES

Equlty
Share oapltal
Shars pr€mlum

247C8

13

470 756

Unrogistorod oharo capllal
Aecumulat6d lose

11 337
216 125

1 100

20 900

14ô 908

"21 067

473821

Total oqulty

.s 9õ3

-4 294

3644?7

17 706

Non-current llebilitl¡s
Provlsions
lnlerasLbesrino loens and bor¡owlnos

Total non.curronl

3't9 668
963 312

14

16,22

llobllltlos

1

Current llablllllee

Tradoandothorpayablês
lntercompany loan
Publlo duos payoblo
Provlelone, currgr!.
_ _
Tolal curront ll¡þlllttot

282975

202 466

202460

16,22
17,22

66013 26899 2352
1 141
20 237
1 287
3 596
17 286
t4 , , , --"_5 554.- __-'J6,q,I1 "_, . ._ :
76 304
t30 404
3 670
I 359 283 341 960
3 070
1 833110 708437
21584

Totôl llâbllltl¡r
TOTAT ÉQUITY AND TIABILITIES
* Soe nols
26

Trondholm, 5th Aprll 2018
Paul

Henrlk Schrödor
Chalrman of lho Board

Board Member

Kåâre Gl$vold
Board Msmber
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Balance Sheet at 31 Docemþer
31,12,2s17 11,rZ.Z01õ 01.01.20t5
,qmounts ¡n

NoK'000

{rltú¡trd'f

Note

A$8E19

l{on-!unonl

ú¡lrb

Dêlorred tax asscls

7

Gooô/vill

I
I

E,çlorallon and evaluellon aasots
Oll and gae propcrties
Fumiture. fxture¡ and ofllcÊ åôuiom.nl

85 0S1

I

E

10 016

0õ7

5762

4752
512 923

t7¡ ¡et

562 987

120207

r05 5ôf

I

907 799
29 009
087

616

l¡tl

I

833

flo

700 437

10

221

30

l0

6a6

¡rrsF

Trade and other r€c€¡vablog
Re8trlct€d cash

11,22
12,22
12,22

Caeh end c€gh €quivalents

Iotll

37 031

676 378
217

10

Tôi¡l hâñ.ÊrrrÂñl ...c1,.
Cur¡ant

057

current ersat!

TOTAL ASTETS

37 889

¡150

1 995

8744

l0

738

21

3U

EOUITY Al{D TIABILITIES

Equlty
Share capltal
Share prcmium

13

Unreglstered ehare capltal
Accumulaled loEB

24734

11 337

470 755

216125
l,f6 968

.21 æ7

-g s53

4tt827

304{77

14

319 668

202 466

16,22

963 312
282

?02 ¡f06

15,22
17,22

66 013

25 89S

1 141
3 596

20237

14

6 554

Totrl ¡gulty

1 100
20 s00

-42%
t7 706

l{on+urrcnt llabllltle¡
Prov¡s¡ons

lnterest-bearlno loans ând bonôw¡no6

Toirl non.curÞnt lhblllte¡

97¡

I

Curþnt llablllüot
Trsd€ and olh€r payables
lntetcompany loan
Publlc duce payable
Provlaiona, cunent

76

30{

283
I 833 ,Í0

Tohl llablllüer

I

TOTAL EOUITY AND LIABILITIES

360

17 285
76 074

2 392

I

287

130

{94

3 619

3fi

980

I

079

106137

2l

38a

* Sae nole 2ô
Trondh€lm, sth April 2018
Honrlk Sdìr0d€r

Paul Anthony Munay
Board Mambcr

of tho Board

Erlk Haugane

cEo

Board Member
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Balance $heet at 31 Decemher
J1.1 2.20'17
Amounto Ín NOK'000

Note

¿'t;ta.att l 6
(reetated *)

u1,ut,¿u]0

ì

AggETS

Non.curenl assets
Defôffed tâx ae86l6

85 091

Goodwlll

I

Exploralion and evaluatlon asset$
Oil and gas prop€rtia8

10

o

FumiturË, flxtureô and otfice equlpment

Torål non"curent
Current assels

I

10616

057

4752
512523
224

{95

562

987

120207

105

56'l

775

11,22
12,22
12,22
-.,

37 031

5752
217

- ,--

rece¡våbles
câsh
Cashandcashequivalents
Total currç!! ls3ct8
TOTALASSETS
R6otrictcd

067

670 378

10

â33e!s

Trade and other

I

30

l0 648

f

S95

907 799

29609 37889
615 -143 4s0
1 833 t10
706â37
1 057

..8_7ft-.
f0 738
21 384

EQUITYAND L!qBILITIES
Equlty
Share cåpllâl
thâre prem¡um

13

24738

11 337

1 100

470755

216 125

20 900

Unregislered share capital
Aocumulated loss

-21 667

Tolal equlty

473827

146 968

-9 953

4294

364477

17 706

Non-current liabilities
Provlsions
lnlerest-bear¡ng loang and boffowings
Total non'eurrent llablf lties

14

16,22
1

319 668
963 312

202466

282975

202466

Current llabllltles

ïrado and othêr pâyableË

15,22

66 013

25 899

2392

lntercompony loan
Public du€s pâyablÊ

'17,22

1 141
3 596

24297
17 285

1 287

õ 554

76 074

Provisions, cunenl

14

Total current llabllltlo!
Total llabllltles

304
283
I 833 {10
r

TOTAL EQUITY AND UABILITIES

76

139 494

359

341 960
706

437

3 079
3 679

2f

384

* See nole 26
Trondheim, sth Apr¡l 2018
Paul Anthony Munay

H€nrik Schröd€r
Chahrnan of the Board

Board Memb€r

fu*-

Kaare Gisvold
Board Member
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Statement of Changes in Equity

Share
Amounrs in NOK'000

capllal

Equity at I January 2016
Nel proft / loss (-) for t ìe ye€r
Share issues, cash

r

100

20 900

5 686

108 043
87

11 337

216 125

of

Equltyâl 1 January2017
Net proft / los6 (-) for the year
Reglstration of sharo lÊBúEs ln Company Regi8try
Shar€ ¡sêues, cash

04.04.2019 kl 08:56

Sharo
premlum

Unfogl3tôrod Accumulatod
3hâro

câÞ¡tal

146 968

loss
-4 294
-5 659

17 706
-5 659
113 730

-9 S53

364 477
-11 714

-1',t 714

7 348

3275

Brønnøysundregistrene

139 620
62 225

Totel

equlty

-146 968
65 500
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$tatement of Cash Flows

Amounts in NOK'000

Note

Cash lïow from operating actlvities
Profit / loss (-) before income tax
lncome tax paid/received

-80 494

Depreciation, deplelion and amortizafion
Accrêtlon ARO

3 740

10

18 025
6 001

178

Net cash flow from / ussd id G) oporatins act¡v¡lles
Cash fow from ¡nyest¡ng act¡v¡ties
lnvestêment in explorat¡on and evaluation assets
lnvestm€nt in oil and gas properties
lnvestment in fumiture, fixtures ând office machines
lnvestment in restricted cash

Net oroceeds from share issues

-6 420

-rrin.,

17 485
4 385

39 505

-37 278

.14 115

I

-999

-4 752

-123 099

-324 454

0

-200

-s07

12

Net caeh ñow from / used in G) investlnq act¡vitiês
Cash flow from flnancing acllv¡lies
Proceeds fom intercompany bonovìrings
Repayment of intercompany bonowings
Net proceeds from bonowings. bond loan

-31 307

7

Change ¡n trade and other receivabl€s
Chang€ in trade and other payables
Chanqe in other non-cunent items

Net cash

2016

2017

.1 031 897

17

92280

17

-58 300

16

961 415

13

65 500

fow from / used in (-l f¡nanc¡nc ectiv¡ties

I

060

-329

.tt6

258937

I 13 730

372 666

Net increase/ decrease l.ì In cash and cash equivalents

-8 280

29 ltLS

Cash and cash equivalents at thê beqinninq of the period

37 889

a7a4

12

29 609

37 889

Restricted cash at the end of the period

12

907 799

Rêstrlctad end

12

Cash and cash

04.O4.2019 kl 08:56
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Corporate lnformation

OKEA AS COKEA" or "the Company') is a limited liability company incorporated and domiciled in Norway. lts
registefed oflice is in Trondheim, Noruay.

The Company's a¡m is to contribute lo lhe value creat¡on on the Norwegian Continental Shelf w¡th cost effective
dovelopment and operation systems. The Company holds the following interests in licenses:
15% interest in the Yme field (P1316/3168)
0.554% ¡nterest in the fvår Aasen field (PL338BS)
70o/o ¡nterest in thê Grevl¡ng d¡scovery (PL038D)

-

The financial statements of OKEA for lhe year ended 3'l December 2017 were authorised for issue in accordance with
a resolution of tho Board of D¡rectors on 5th April 2018.

Note 2. Accounting Policies
Basis of Preparation
The financial statements have been prepared in accordance with lnternationäl F¡nancial Reporting Standards (IFRS)
as adopted by the European Union (EU) and in accordance w¡th the additional requirements following the Norwegian
Accounting Act.

These are the first financial stâtements prepared in accordance with IFRS. The date of transition to these principles ¡s 1
January 2016. The Company's financíal statements were previously prepared in accordance with the Norwegian
Accounting Act (NGAAP). The effects of transition from NGAAP to IFRS âre disclosed in note 26.
The financial statements have been prepared under the assumption of going concem and on a historical cost basis,
with some exceptions as detailed in the accounting policies set out below.

Balance Sheet Classifi cation
Cunent assets and current liabilities include items due less than a year from the balance shoet date, and items related
to the operating cycle, if longer. Other assets and liabilities are classified as non-cunent. The cunent portion of noncurrent debt is included under current fiabilities.

lnterest in Oil and Gas Licenses
The Company accounts for its interest in oil and gas licenses based on its ownership ¡nterest ¡n the license, i.e. by
recording its share of the licenses individual income, expenses, assets, liabilities and cash flows, on â line-by-line
basis wjth similar items in the Company's financial stâtements.

Acquisitions of lnterests in Oil and Gas Licenses
Acquisitions of interests in oil and gas licenses or similar joint operations where the joint operation constitutes a
business, are accounted for in accordance with the principles in IFRS 3 Business Combinalions. This means that the
acquisition method of accounting is used to account for such acguisitions.
ldentifiable assets acquired and liâbilities and contingent liabilities assumed âre measured initially at the¡r fair values
at the acquisition date. Acguis¡tion-related costs a¡e expensed as incuned.
The excess of the consideration transfened over the fair value of the net identifiable assets acquired is recorded as
goodwill. lf, following careful consideration, the consideration transfened is less than the fair value of the net
identifiable assets of the joint operation acquired, such difference ls recognised directly in prof¡t or loss.

Acquisitions of interests in oil and gas licensos or similar joint operations where the joint operation is not cons¡dered to
be a business, are accounted for âs acquisitions of assets. The consideration for the interest is allocated to individual
assets and liabilities acquired.
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Foreign Currency Translation and Transactions
the functional currency and the reporting cuffency of the Company is NOK.
Foreign currency transactjons are translated into functional curency using the exchange rates prevailing at the dales
of the transactions. Monetary assets and lisbilities in foreign currencies are lranslated into funcl¡onal currency at the
balance sheet dâtê exchange rates. Non-monetary items are translated at the h¡stor¡câl exchange rate on the

lransaction date and non-monetary items that are measured at fair value are transläted at the exchange rate on the
date when the fair value was determined. Foreign exchange gains and losses resulting from the settlemenl of foreign
currency transactions and from the translation of monetary assets and liabilities denominated in foreign cunencies are
recognised in the income statement.

Rsvenue Recognition
Revenues from the sales of petroleum products are recognised at delivery, and lhé safes amount of the lifled ând
delivered volumes are presented as revenues from crude oil and gas sales.
Revenues from sales of services are recorded when the service has been performed.

Underlifr and overlift of petroleum products
Underlift and overlift of oil and gas is valued at ¡ts net realisablo value on lhe balance sheet date, and the change in
under/over lift is prêsented as other operating inc,ome. Underlift and overlift is calculated as the difference betweên the
Company's share of production and its actual sales and are classified as respectively current assets and cunent
liabil¡ties. lf accumulated produclion exceeds accumulated sales lhere is an underlift (asset) and if accumulated sale$
exceeds accumulated production there is an overlift (liability).

Propert¡ Planf and Equipment, including Oil and Gas Properties
General
Property, plant and eguipment acquired by the Company are statod at historical cost, less accumulated depreciation
and any impäirment charges. Depreciation of other assets lhan oil and gâs properties are calculated on a stra¡ghtJine
basis ãnd adjusted for residual values and impairment charges, if any.
Ordinary repairs and maintenance costs, defined as day-to-day servicing costs, ar€ charged to lhe income statemenl
during the financial period in which they are incuned. The cost of major overhauls is included in the asset's carrying
amount when it is probable that the Company will derive future economic benefits ¡n excess of the originally assêss€d
standard of performance of the ex¡sting asset. Major overhauls are depreciated over lhe period to the next major
overhaul.

Gains and losses on disposals are determined by comparing the d¡sposal proceeds with the cany¡ng âmounl and âre
included in operating profit.

Depreciation of Oil and Gas Properties
Capitalised costs for oi¡ & gas fields in productíon are depreciãted individually (on a field level) using the unit-ofproduction mêthod. The depreciation is calculated based on provod and probable reserves. The rate of depreciation is
equal to lhe ratio of oil and gas production for the period over the estimâted remaining proved and probable reserves
expected to be recoverèd at the beginning of the period. The rale of depreciation is mult¡plied w¡th the can¡ring value
plus estimated future capital expenditure necessary to develop any undeveloped reserves included in the reserve
basis. Any changes in the reseryes est¡mate that affect unit-of-production calculâtions, are accounted for prospectively
over the revised remaining reserves.
Development Gosts for Oll and Gas Propertles
Costs of developing commercial oil and/or gas fields are capitalised. Capitalised development costs and acquisition
cost of fields in developmenl are classified as tâng¡ble assets (Oil and gas properties).
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lntangible Assets
Ëxploration Costs for Oil and Gas Proport¡os
The Company uses the 'successful efforts' melhod to account for exptorat¡on costs. All exploration costs with the
exception of acquisition costs of licenses and drilling costs of exploration wells are charged to expense as incuryed.
Drilling costs of exploration wells are temporãrily capitalised pending the determinat¡on of oil and gas reserves. lf
reseryes are not found, or if discoveries are assessed not lo be technically and commercially recoverable, the drilling
costs of exploration wells are expensed. Costs of acquiring licenses are cap¡tal¡sed and assessed for impairment at
each reporting date.

License acquis¡l¡on costs and capitalised exploration costs are classified as intangible assets (Exploration and
Evaluation Assets) during the exploration phase.

Exploration and Evaluation Assets

for impairmenl when facls and c¡rcumstances suggest that the
evaluation asset may exceed its recoverable amount, and before

Exploration and evaluation assets are assessed

carrying amount

of en explorat¡on and

reclassificatíon âs described bêlow.
lntangible assets relåting to expenditure on the €xploration for and evaluation of oit and gãs resources are reclassified

from intangible assets (Exploration end Evâluat¡on Asseß) to tangible assets (Oil and gas properties under
development) when technical feasibility and commercial viability of the assets are demonstrable, and the decision to
develop a parlicular area is made. The assets are assessed for impairment, and any impairment loss recognised,
before such reclassification.
These assets are subject to unit-of-production dopreciations if and when production from the field is commenced,

Goodwill
Goodwill arising from acquisitions of ¡nterests in oil and gas licenses accounted for in accordance w¡lh the principles in
IFRS 3 Business Combinations, ¡s class¡fiod as intangiblê assets. Goodwill is not amortised but ¡l is tested for
impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired, and
is carried at cost less accumulâted impairment losses.

lmpairment of Assets
Property, plant and êquipment and other non-cunent assets arê subject to impa¡rment testing when there is an
indication that lhe assets may be impaired. At each reporting date the Company ass€sses whether lhere is any
¡ndication that the assets may be impaired. lf any indícations exist, an impâ¡rment lest is performed, i.e. the Company
estimâtes the recoverablê amount of the asset.
The recoverable amount is lhe higher of fâir value less expected cost to sell and value in use (present value based on
the future use of the asset). lf Ûre carrying amount of an âsset is higher than the recoverable amount, an impairment
loss is recognised in the income statement. The impairment loss is the amount by which the cârry¡ng amount of lhe
a6set exceeds the recoverable amount.

The value in use ¡s determ¡ned by reference to discounted fulure net cash flows expected to be generated by the
asset. For the purposes of assessing ¡mpairment, assots are grouped at the lowest levels for which there are
separately identifiable cash inflows. An oil and gas f¡eld is considered to be one cash generating unit, all other assets
are assessed separately.

A previously recognised impairment loss
detem¡nÊ the recoverable amount.
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Provisions
General

A provision is recognised when the Company has a present obligation (legal or conskuctive) as a result of a past
event, lt is probable (i.e. more likely than not) that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable est¡mate can þe made of the amount of the obligation. provisions are
reviewed at each balance sheet date and adjusted to reflect the current best estimate.
The amount of the provision is the present value of the r¡sk adjusted sxpenditures expected to be reguired to setfle the
obligation, determined us¡ng the estimated risk free interest rate adjusted for the Company's own credit risk as
d¡scount rato. Where discounting is used, the carry¡ng amount of provision increases in êach period to refleët the
unwinding of the discount by the passage of time. This increase is recognised Ês f¡nânce cost.

Asset Ret¡rement Obligaf ions
The Company recognisos the estimated lair value of asset retirêmont obligat¡on$ in the per¡od in which it is incuned.
The amount recognised is lhe present value of the êst¡mated future oxpenditure determined in accordance with local
cond¡tions and rcquiremenl6. This cost includes the cost of dismantlement or removal of oil and gas installations. The
present value of the obligations is recognised when the assets are constructed and ready for product¡on, or at the later
date when the obligation is incurred.
Related asset retirement costs are cãpitâlised as part of the carrying valuê of the tangible fixed asset and are
depreciated over lhe useful life of the âsset, ¡.e. unit-of-production method. The liabilily is accreted for the change in its
present valuê each reporting period. Accretion expense related to the t¡me value of money is classified as pârt of
financial expense.
The provision ând the discount rate are reviewed at each balance sheet date.

Contingent Liabilities
Contingent liabilities aro nol recognisêd in thè financial statements unless probable. Significant contingent liabilities
are disclosed, with the exception of contingent liabil¡ties where the probability of the fiability occuning is remote.

lnterest-bearlng loans and borrow¡ngs
All loans and bonowings are initially recognised at cost, boing the fair value of the cons¡deration received net of issue
cost$ and lransaction costs associated with the bonowing.
After initial recognition, Interest-bearing loans and bonowings are subsequently measured at amortised cost us¡ng the
effective interest method, with the difference between net proc€eds received ând the redemption value being
recognised in the income statement over the term of the loan. Amortised cost is calculated by taking ¡nto account any
issue costs and any discount or premium on settlement,
Gains and losses are recognised in net profit or loss when the liabilit¡es are derecognised, as well as through the
amortisation process.

lncome Taxes
The income tax expense/cred¡l consists of cunent income tax (taxes payable/receivable) and changes in defened
¡ncome taxes.

Current lncome Taxes
Cunent income tax assets and liabilities for lhe current and prior periods are measured at thê amount expected to be
recovered from or paid to the tax authorities. The tâx rates and tax laws used to compute the amount are those that
aro enacted or substantially enacted by the balance sheet date.
Oil-exploration companies operating on th€ NoMeg¡an Continental Shelf under the offshore lax reglme can claim a
in November in the

78olo refund of their exploration costs, l¡mited to taxable losses for the year. The refund is paid out
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following year. This tax rece¡vable is classified as a curent âssel.
Currenl income tax relating to items recognised directly in equity is recognised in equity and not in lhe income
statement.

Deferrsd lncome Taxes
Deferred income tax is provided using the liabilíty method on temporãry difference$ ãt the balance sheet date between
the tax basis of assets and liabililies and their carrying amounts for financial reporting purposes.
Defened incom€ t6x assets are recognised for all deductible temporary differences (with the exception of temporary
differences on acqu¡sit¡on of lic€nces lhat is defined as asset purchaso), carry forward of unused lax credits and
unused tax losses, to the extent that ¡t ¡s probable that the taxable profit will be available against which the deduclibl€
temporary diffêrences, ånd the carry forward of unused tax credits and unused tax losses c¡n be utilised. The carrying
amount of defened income tax assets are reviewed ãt each balancê she6t dåte and reduced to lhe extent that it is no
longer probable thât sufficienl taxäble prof¡t will be available to allow all or part of lhe defened income tax asset to be
ulilised. Unrecognised defened income tax assets are reassessod at each balance sheet dâte and are recognised to
the extent that it has become probable that future taxable profit will allow the defened tax asset to be recovered.
Companies operating on the Norwegian Continental Shelf under the offshore tax reg¡me can claim the tax value of any
unused tax losses or other tax cred¡ts related to ¡ts offshore activit¡es to be pâid (including interest) from the tax
authorities whèn operations cease. Defened tax assels that are based on offshore tax losses cany fonrard are
therefore normally recognised in full.
Dofened income tax assels ând liabilities are measured at the tax rates that are expected to apply to the year when

the asset is realised or the liability is settled, based on tâx rates (and tax laws) that have been enacted or
substantively enacted at lhe balance sheet date.
Defened ¡ncome tax assets and defened income t¡ax liabilities are offset, if a legally enforceable right exists to set off
current tax assets âgainst income tax liab¡lit¡es and the defened ¡ncome taxes relåte to the same taxable ent¡ty and
the same taxåt¡on authority/tax regime. Timing diff€rences are considered.
Defened income tax relatÍng to items reoognis€d directly in equity is recogn¡sed in equ¡ty and not in the income
statement.

Uplífr
Uplift is a special allowance in the basis for pêtroleum surlax in Norway. The upllft is computed on the basis of the
original capitalised cost of offshore production instållât¡ons, and amount lo 5,3o/o of the investrnent por yeâr. The uplift
may be deducted from taxablê income for a period of four yeârs (i.e. totsls 21,2o/o over lout years), starting in the year
in which the capital expenditures are incurred. Uplift benefit is recorded when the deduction ls lncluded in the cunent
year tax return and impacts taxes payable. Unused uplift may be carried forward indefinitely.

Pensions
According to Norwegian law employees are mändatory members of the Company's Pension Scheme ("obligatorisk
geneste pensjon'). The scheme is based on a contribut¡on plan. Conk¡but¡ons are paid to pension insurance plans ând
charged to lhe income statement in the pe¡iod lo which the contributions relate. Once the contrlbutions have been paid,
lhere are no further payment obligat¡ons.

Cash and Cash Equivalents
Cash and cash oquivalents comprise of cash on hand, deposits held ât call with banks and other short-term highly
liquid investments with original maturlties of three months or less.

Cash Flow Statement
The cash flow statement is prepared using the indirect melhod.
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Leases (as lessee)
Leases ¡n \¡vh¡ch most of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases are charged to the income stetemênt on a straight-line basis over the
períod of the lease.

Cost of Equity Transactions
Transaclion costs directly âttributable to an equ¡ty transactíon are recognised directly in equ¡ty, nêt of taxes.

Related Parties
Parties are related if one party has the ability, directly or indirectly, to control lhe other party or exercise significant
influence over the party in making financial or operational decisions. Partios are also relãted if they are subject to
common control.
Transact¡ons botween related parties are transfers of resources, services or obligations, regardless of whether a price
is charged. All trânsaclions between releted part¡es are made baeed on the principle ol'arm's length', which is the
esl¡mâtêd mãrket price.

Events after the balance sheet date
The financial statements are adJusted to r€flect events after the balance sheet date that providê evidence of conditions
thåt ex¡sted at the balance sheel date (adjusting events). The financial Etatements are not adjusted to reflect ev€ntÊ
after the balance sheêt dat€ thât are ¡ndicat¡ve of condltions that arose after lhe balance sheet date (non-ad¡usting
events). Non€djusting events are disclosed if signif¡cant.

New and amended standards and ¡nterpretatlone issued but not adopted by the Company
A number of new standards and amendments to ståndards and interpretations are effective for annual periods
beginning after 1 January 2017 , and have not been applied in proparing these financial statements. The most
significant standards are sèt out below.

I

IFRS Financial instruments:
IFRS 9 addresses the classif¡cation, measurement and derecognltion of financial assets and financial liabilities,
introduces new rules for hedge accountlng and a new impairment modêl for financial assets. Effective date is I
January 201 8. IFRS I did not have any significant effect on lhe financial statemênts as of Jan 1 ,2018..
IFRS 15 Revenue from contracts with custom€rs:
The IASB has issued a new standard for the recognition of revenue. This will replace IAS 18 wh¡ch covers contracts
for goods and services and IAS 1 1 which covers conslruction contracts. The new slandard is based on the principle
that revenue is recognised when controf of a good or service trånsfers to a customer. The standard permits eilher a
full retrospective or a modified relrospective approãch for the adoption. Effective date is 1 January 2018. IFRS 1 S did
not have any signif¡cânt effect on the financial statements upon adoption on January 1, 2018.

IFRS f6 Leases:
IFRS 16 was issued in January 2016. lt will result in ãlmost all leases being recognised on the bâlånce sheet, as the
distinction belween operâting and finançe leases is removed. Under the new standard, an asset (the rìght to use the
leased item) and a linancial liability to pay rentals are recognised. The only exceptions are short-term and low-value
leases. The accounting for lessors will not significantly change. Effective dâte is 1 January 2019. At this stage, thê
Company does not intend to ådopt the standard before its effective date, and ¡s assessing the impact of IFRS 16.

Note 3. Critical accounting judgennents and est¡mates
The preparation of financial slåtoments requires management to make judgmgnts, use est¡mates and assumptions
that affect the applicalion of policies and reported amounts of âssets, liabilities, revenues and expenses.
Although these estimates are båsed on managemeñt's bect knowledge of h¡storical experiênce and current evênt6,
actuål results may differ from these est¡mates. The estimales and lhe underlying âssumptions âre reviewed on an
ongoing basis.
Cunently, the Company's most important accounting ostimåt€s are related to the following items:
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lmpairment
The Company rev¡ews whether its non-financial assets have suffeÍed any ¡mpairment whenever events or changes in
circumstances indicate that the canying amount may not be recoverable. An asset is written down to ¡ts recoverable
amount when the recoverable âmount ¡s lower than the carrying wlue of the asset. The recoverable amount is tho
hígher of fair value less expected cost to sell and value in use (present value based on the future use of the âsset).
All impairment assessmenl calculations requiré a high degree of estimation, including ass€ssments of the expected
cash llows from the cash generating unit and the estlmation of applicable discount rates. lmpãirmênt testing requires
long-term assumplions to be mâde conceming a number of economic factors guch as future production levels, market

conditíons, production expense, discount rates and polítical risk among olhers, in order to establish relevant future
cash flows. Therê is a high degree of reasoned judgement involved in establlsh¡ng these assumptions, and in
detêrmining olhêr relevant factors.

Asset Retirement Obligat¡ons
Production of oil and gas is subject to statutory requírements relating to decomm¡ssioning ând removal once
Production has ceased. Provislons to cov6r these futurê asset retirement obligations must be accrued for at the tim6
the statutory requirement arises. The ultimale asset retirement obligations are uncertain and cost estimates can vary
in response to rnany factors includlng changes to rêlevânt legal requirements, the emergence of new restoration
techniques or experience at other product¡on sites. Thê expected t¡ming and amount of expênditure can also change,
for example, in response the changes in ressrves or changes in laws and regulations or thêir ¡ntêrpretation.

Dêprsclation of Oil and Gae Propertier
Oil and gas properties in production are depreciâted using the uniþof-production method, The depreciation is
calculâted based on proved and probable reserves. The rate of depreciation is equal to the ratio of oil and gas
production for the period over the estimated remaining proved and probeble reserves expected to be recovered at the
beginning of the per¡od. The rate of depreciation is multiplied with the carrying value plus êstimatsd future capitat
oxpendilure necessary to develop any undeveloped reserves included in the reserve basis. The resêrves estimates
and the estimátes of future capital expènditure is associated with uncer{ainly.
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Note 4. Employee benefits expenses
Spscit¡cetion of employðe bonofit6 oxpôna€s
Amounts ¡n NOK'000

2017

Salary expenses
Employer's payroll tax sxpenses
P€naions
Olh8r psrsonnel expen6es
Chargêd to opérâlêd licÆncês
Rælassified to ôll ând oâs oõmities undér dâvâlôomènl

Totâl emolovee b€nêflts exoense

201G

33 789
5 319

24 530

3 651

2 912

3 859

310

942
-14 876

-17 117

-17 238

11 707

13 7?2

26

17

Number of man-years during üìe yeåt

Pan¡lons

Ïhê

Company has a d€f¡ned contributlon pens¡on plân for ¡b Employe€s whicñ êâtisfle8 $e statJtory requlrêm€nts ¡n the
Nonvegian law on reguked ocqrpalional pension ('lov om obl¡gatorísk genestepênsjÕn').

Comp€nsetlon to Chief Excecutlw Ofilcor (CEOll
Amounts iô NOK'000
Salary

2 368

2 1gg

135

157

2ât3

2 368

Pension

ïôtål Éômmn3al¡on to

201A

2017

CEO

Componsâtion to Board of Olrêctof3:

Áñórrñfc lñ Nôl( 'ûñô

2017

2016

DlraôtÕ/Ê f6êÉ

lôlâl cômõãnËet¡on tô 8o¡rd of DirâêldÊ

There ¡s no agreemenl regerding Sevgranc€ p€y on tarmlnâtlon of ênployment or agreêment regarding bonus to the
CËO or tô members of the Board of D¡r6ctors. No loans havo been grented and no guarantees havê bèên issuêd to thg
CEO or any member of lhe Board of DlrÊctors.
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Note 5. Other operating expenses
Sp€cll¡c.tlon of other operåt¡ng oxpon¡e8

Âñô[ñlß ln

ñlOK

20.n

2016

Lêa6e expenses
Technio€l oonsultents
8us¡ness consultåntg
Travel expenses
lnsurance
olher oporating expenses
Charged to opgrated licences
Fledersiflê.| fô oil and oes orooerllês undðr dávêlôome-nl

3 081
12 155
12 795

51 425

372'l

2 445

2 695
3 813
-2 960
-2

-54 341

ÎÕltl

33't28

1¿ 241

Õlhår

ômrrf¡ñd

26/.3
6 656

5 449

Audilor's feee (ax. VATI
ÀñôÍñtG ¡ñ ltlôK '000

2it7

2016

Auditor's feë
Othêr âttestâtion service6
Tax edviÊory

855
118

Olhêrsêru¡ffi

150
92
188

223

)n

1 196

¿155

Total aud¡tor'3 fåâs

Note 0. Financial items
Âñôrrñlc

¡ñ

ltoK'000

2lJ17

2016

lnter€st lncomè

fita*râñôê átê ôã¡ñ

500

110

1

ÎôtÎl llñrncâ lñc6ñâ

23r2

2 350
2 ttâî

-2 491

-20â7

lnler€st €xpense lntercompany
lnt€r€6t sxp€nsê bond loan
Ölher interest expense

-10 09ô
-133

Exchenge rate lo6s

-8 236

Unwindlng of discounl asÊet r€t¡rement obligations
Oürer finãmiål exóense

4
-27
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Note 7. Taxes
lncome lsrgs rocognßad in lhe lncomâ stâloment
Amounl3 ln NOK

'0OO

20't7

2016

Change defêned l,ax in belance
Târ rê-fi rñal drrê¡t vaár

48 061
20 7'lg

21 908
3 7tO

Total iñcomê ta¡€s recoon¡s€d in lha income ltrt6mént

68 780

25 0¡18

Reconclll¡t¡on of lnoome tåxo!
Arnounl3 in NOK'000

2017

proñl / loßr l-l b€tôre ¡ñêômâ lårss

2018

.80 ¡19¡l

Expected income tax at nominal lâx râhe,240/. l?018i25o/o)
Expècted petolêum lax, 54ø/o (2016. 53o/o)
P6rûìanent differencês
Effect of uplift
Financiel ltêm6
Effecl of new tâx rates
AdlustmslÂ orevidrs ve¡a ånd ôlhe.

19 319
43 467
-200
10 181
"8 766
337
4 450

Totsl income taxo¡ recognl¡ed ln th6 lncomo ãtâtement

68 780

Efrct¡r/olncomet¡rralt
Speollcâtlon of

tü

.3t

7 827
16 592

-59

2218
-1 2ø2
236
96

25l/.8

86%

,,,,,,,

307

82%

effsc-ts on tsmporary difhrencer, tax losceÊ end upl¡ft carrled lorwârd

Amouhr3,¡fJoK'o00
Tånglbls ând lnlângiblê non.öunent

Provisions
lnterest-bearing loans and

Cunent¡tsn6

6ssêts

borowings

lax

237q
õ5Yo
55%
(.1

377
246 873

-335

-233

01.01.201ô

005

-6

217 261

-5 06S

losses canied forward, oflshore,
Tax los6es cafiied forward, offshore,
Upllft cånl€d f9¡/vgrd, 4¡q¡q¡g
Total dolêr€d tåx â8sets / llabilitiðs G)
Vrluât¡rìn dlM¡ñ¿è lôr dâf.m¡l lÁy â$â1.

Totel def.red tax ârÊot3 / llrbllltlos

31.12.20f7 31.12,2010

raôognisod

-2526
824
520
847
8S 091

35?
457
15 061
37 031

l0

86 091

37 031

10 616

51
100
29

-136
12
25

3 719
6 903
616

Chångo in dsfer€d taxô3
Amouñt3 ¡n NOK'000

2017

o

2016

Defened tax income / expense
Dèferêd tâx recogn¡zed on acguisitionô
Texês allâmsl fô êdritv

48 061

Îôfrl

¡¿8

21 908

4 507

êhanôa ¡n dâf6râd l^t

OGl

26

¿r6

Oefer¡€d tex ¡9 calculetÊd bâsêd on tax râtê6 epplicablê on lhe balanse sheet date. Ord¡nary income tax ls 2470
(from ?018: 23%) , to wlìich le âdded a speclal tax for oil and gas compan¡es at tho râte of 54% (from 2018: 55%),
glving a totól tax rals óf 780/0.
Companies opefat¡ng on the Norweg¡an Continenhl Shelf under the offshore tax regime can clalm thê tâx value of
âny unused tåx losses or other tax credlts related lo its offshore ectivitlgs to be paid in câsh (including ¡nterest)
fñlñ the tâx authorities when opsrallons c€49e. Oefe¡red tax ass€t6 that âre based on offshore tsx losses cariêd
brwald are theÌefore nomelly r€cognigod iñ futl,
There ìs no tlms l¡mlt on th€ rlght lo oarry tax losses forwerd ln Norway.
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Note 8. Exploration expenses
Spocmcåüon of oxploratlon expense

Amount in NOK'000

2017

Share of exploratlon expenses from parücipalion in lio€nc€s (ftom billing)
Soi6mic and othêr ôxolorãlion expenses, outside billino

237â2

Tôtrl âxôlôrttlon årmnße

28710
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Note 9, lntangible assets

Àñôrñlr

Erplor¡íon and
¡v¡luåtlon

lñ Nfll(

Gôôdwlll

Totrl

201'1
CoËl at I Jânuåry ?017
Addlt¡ons
Dlsposals

I

057

4 752
999

12 80s
999

å ôß?

Ê762

t3

FrmñÊâd ÂrñhÉlhñ êtæôdihiÞr Mêvld rrlv ¡¡ñitrll*.1

¿d

'i

tt n¡¡ôñb' 201t

80e

AccumuhlËd amonisalion and impâirrïent åt 1 January 2017
Amorlisstloô tor thô )€âr
lmpâirmsnt

!ñd lñðdmóñl

â1.1,1

l!âÊ.ñlsr

Dacêmbof,zol7

I

0!?

5

?52

13 E00

Côst at I Jenurry 2016
Addlllons
Dlsposalô
FrtrnÊÂd årñlñÉllÀñ åxmndlhrfê3 ômv¡drrlv êâñllâl¡cad

I

057

4752

1? 809

¿ôrt !t 3l n.ð.ñht

â ôßt

17â2

t2 ¡00

8Ol'

4?6A

i2too

clnvlno åÍtount

åt 31

.

2016

201â

Accumulet€d amoñlsât¡oñ end lmpaiment st
AmortiÉâtlon tor thé yêår
lmpåirmont

¡ñd ¡ñôåltm.ñl

Gårrvlno¡ñountål3l
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Note 10. langible fixed assetg
Oll ånd 9åå

^ñdrnh

O¡l ând gås
propertlos undèr

prop6ll63 ln

lñ Nôk 'ôôô

ñrô¿ùÊ116ñ

Fumlt0r6,

llxlures lnd
ôtllce mrch¡ñôr

lôfål

2011
Cosl at 1 Jânuery 201 7
Addltionð
Removål åñd dècommiggiônin0 â0€6t

123 039
18 956

390 056

233

123 083
39 905

-47',1

513 327
142 0æ
39 434

Oi6posålÉ

ô¡¡

213

6e¡ 800

Accumuletêd dôpfec¡alion ðnd impâ¡rm6nt åt 1 Jånuery 2017
Dspréclãtion ,or lhs !4ar
lmpa¡rm6ôt

1

.s

-18 018

-7

-180
-18 025

DeÉmb.r 201?

.{8

-lã

ÂatnÊ

217

676 ße3

33
200

s3
237 789
?7S 506

t¡t

ßta

Côrl ,r tl ñôehhÂ.

,ôlt

tô'l a)Å

¡turrñl ¡l ltl

nartulñd

-17

189

tt3 3t¿

201?

Íßâ

ß¡L1

fi¿¡

2016

cost ål 1 Jånuâry 2016
Addltions
Rðmovål âñd docommlgs¡oñ¡ng âåÈèl

237 58þ
275 505

DiBpôÉâlå
1^^¿^.

Ita

^l ^.-d-

Côit ¡t 3l ôaêâñh. ?ll,lå

ô10

12tl¡îø

Aôcümuht6d ddproclåtloñ end lmpâhrîênt ât
Dèprsôiatlôn for thó )rsû

I

300 ô3â

Jâôusry 20t0

.171

at

.2

.2

-7

.178

-g

-r80

lmpairm.nt

Dscember

.t71

201ô
tt

201ß

122 eâ7

Oóprêôlation plån
Estlmat€d usËtul lifê {y6ån}
1

Unit ot Prodl¡ôt¡on

,

.

16

.

?

âàñ ôH
1)

813,t¿'

Llngâr

il/A

) Dopruclãlloñ ôtårts wñon thg ðssôt

åfñoul,þl0t{9K,'000

.

3-å

ln prôductlôn.

commItlcdèåpilâlÈxpêndit0fêfor€xlstln9licên6ès.)a8

?018

.,,.

2019

2020

2021

') Commlted 6åpitâl ëxpénditutå rel¡tod lo Ymo NÉw D€vËloprnêot w¡ll be pâid lrom ôscrÒw eocount €ståbl¡shed in connection with thê
bond loan, Se€ notss 1? and 16 lor furlhor informatlon.
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Note 11. Trade and other receivables
Amounû ln

f'lOK'000

?i,12,2017 31,12,20i8

Accoufits rêcelvåbls
Accru€d r€vénue
Pr€påym€ðtâ
Worthg câdtâ|, joint opêrålioñs
Êgcrow rêa€ivåblg, Yme rcmovål
Undsdlft
VAT rsco¡vâbl€
Tâx rêfund
Othár rsElvâbbr
lãç.1 lrt.lÀ t6Á

1 875

01.0t.20t6

6 583

222t
2 892
21 255
84 081
5 501
ö57

77 135

20719

3 140

1 109

951

r6 014

4U
I 043

500

t)¡t )ñ,

nce¡våhh¡

I trß

lôq

The rscâlvâblês all mâture w¡thln onc year

Notê 12. Restrlcted caoh, Cash and cash egulvalents
RortrlcLd crtht
Amount¡ ln

NoK'0-00
å¡êru

31,12.2017 91,12.2016
aeðôilñlÁ

+

oô? 700
so?

'sêe lnfomallon aboul thê oscro\,v
Cßh

0l.0r¿016

t¡o

acoounts 6stâbll9h6d ln connsdlon wilh lhé bond loan iñ notr 1ô.

änd ôårh aqulvålânt¡:

Anouûrr ln

NOK'000
unreslñctèd

..

Benk dsporlts,

náâ! .lâmall
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Note 13. Share capital and ehareholder information

rfure¡
,, ._-,
Oulst6ndlng6hâr€sât1.1,2016
Ne/v eharer issuød durlng 2016:
Irsu€d in connection wlth d€bt convor8lon
l6suêd iñ åxchån0ê for cssh
,
Numb¡r öf

Àl¡¡ñhå"

^f ^'{.4.ñ¡låã

Ordlnary

r¡ lsû

rh.ñâ .r 1l ñà¡.ñhâr

N6w shår€s iæued during 20f 7:
lssu€d ln connoction wlth debt converslon
lssued ln èxchånoê for câsh

Itluñbar of oul¡tåndlng th!Í.¡¡ boforc ahârê apllt lil00
on 12 Oocrñber 2017
Numöef ot out¡lañdlng Nlr¡fci ¡t ¡1 Derembrr 2017,

.ft.r rhân

.pllt.'!,ilgq.-

t¿
r

€0

Nominål vâluê NOK pBt ôhârê át 31 Decåmber 2017, aftgr shaÌe spllt

ShËrecapltalNoKåtgt

Prefersnêe

ühârca Ëh¡Íê¡ Tôlal shårgr
10000
1 000
11 000
460
46 560
46 02€
56 33-9
3 090
52 649

Deoembor2ol7

g0

2.1i

,r.t

t

36ß

74
160

101 032

101 106

32 750

32910

384

2t29t7

f,0,p.

-

23 299

700

U7

381

2¿ 738

r00

1:100

I
24?38100

At 31 Decêmber 20't7 the CÖmpâny håd two drssês of ¡hàros. Thð holdo¡B of lh€ preforoncå shares had å prof€rrêd
right to a djmulátive 8ôlo dlvldend on lnvêst€d prèfêrêncê cspltal âè wèll ss r6turn of capllål from the Compeny before thê
holdors of ordlnáry 3hårÒ0 would recåive ârry roturn of cåpltål or divldênd.
ln 2018 OKSA hås r€alruÖturéd th€ Compâny'g équlty, by wây of lrångformlng tho preferêñcÆ shsr€6 lnto ordlngry
shâréÉ. thâ r€sïucluring lnclud€d å reductlon of the Company's shere capilal, by ropåyment of the par vâlu€ of lhe
pretoronôô Êhårê3 wl{h NOK 23 2gg 700, from NOK 24 736 t00 to NOK I 438 400. Subs€qu€nt to ths shår€ c€pltål
reduollon, å rclalðd lncr€e¡ð of tñË Coñpâny'r rhrr€ oapllål vrith NOK I 686 600, from NOK I 438 400 to NOK 3 125
000, wh€r€ the amount påld out of thè Company ln the ehârê cåpltål r€duotlon (by wây of €otsbliôhlng s r€c€ivablo on
lhe Compâny) wå3 uB€d aB oontrlbutlon on the nêw sharèË thât wóro l3suêd. th€ net êtrèct of this r€3tructurlng of th€
Company'g equlty wss a tran¡formln0 of h€ pr€fêrenc6 sher€s into ordlnåry shercB.
OKËA hes ln

201

I

lssuêd 590 144 néw shârês åt a prlce of NOK I 79 pâld ln Öåsh, ådding MNOK 105.6 iñ tot€l nêw

sgulty,

Ordlnary
rhåröa

Shrrcholder¡, number of rhâras

Ltd
(rl

OKEA Holdlnge
Othår shåþholdérô

lotrl

400
000 ,,
I ¡litg ¡100 23 2e0 700

I

,,,,,,
..-,,

,

Pref¡rence
share¡
23 æ0 700

188
250

%

th¡r¡
99,0
1,0

o/o

t/o

190,0 7g

(r) Erik H.ugane (C€O) indircolly controls 0,2 yô of th€ shar€s through Kørven AS. Olâ Borten Moe (Board Membêr in
20fZ) also indlr€ctly conrols 0.2% oflhg sharos through Skefsted V€str€ AS.
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Note 14. Provisions
Non.cunÇnl provlr¡onG:

NOK'000
Proviston et I Jânuary
Additions
Changes In Operåtor! estimâte
Amoqnt¡ ln

31.12.2012

,,_91.12,2016

202460
io7

201 B7g

3 6S4
6 001

593

rl0 âß[

202 466

309 868

202 466

507

Unwìnd¡no of dlsôount

1ôlål nôn.currâñl 6r6el¡lóñr el 3l Dâôåmb6r
Ot thls:
As6eftot¡rom€nt obligatlons
Accrued consldorat¡on from acqußitions of lntêrests in llcenses

0t,01.2016

10 000

AËrat rétiremånt obllgâtlonr
Provlelong fø ggsst r€lkement obligâtions represent the fulurê expscted mst$ for closo{own end removsl of oil equipment
and produotlon fecllltleg. The p¡ovloion is bâsêd on th€ Operâtor's bèst €stlmalè. Thê n€t pre6ont våluê of the estimát€d
obligatlon l8 celculaled uslng â discount raté of 370. ThE åssumpt¡ons årè båôed on th€ economic snvlronmgnt around the
bålâncê shsêt dat€. Actual æs€t r€tk€ment costs wlll ultlmatêly d6p€nd upon futurê mârket priôês for tho necessary workg
whlch wlll r€llêôt rnalkêt condltions at tho relevånt tlmê, Furth€rmor€, lhe tlming of the closÈdown i6 llkely to dopend on wlren
th€ f¡€ld c€43e3 to produc€ at €conomlcålly vlâbl€ råtes, This in turn wllt dêpend upon futurè oit ånd gas prlces, which are
inherêntly unc€nåin.

Curront provlôlonr:
Alnounr. ln

NOI('009

.

31,12.2017 31.t2,2016 0l.0t.2olô

Assåt retksmânt ôbllgâtlon relâled to tho ongoing rêñovâl of
¡nslållåliôñr ôñ thå Vmê tlâl.i

5 554

76 074

Îôtâl èulfañt orovlrlôriÈ

5 3¡4

76 074

ât

3t Docombor

Note 15. Trade and other payablee

3f,12.2017 3'r.r2,20tt

Amounts ln NoK'ooo
Trådê or€dltor6

l'lollday pey
Working cåpltål, Joint operaliong
Acoruêd interæt bond losn

0t.01,20t6

7 765
3 743

2572

1 701

2 6S8

69r

34 837

18 064

9 238

Aocruod conslderation from acquisltions of lntêre6ts ln licenses

I

Othèr åccruêd €)(oonsêg

1 490

2 164

66 0,t3

26 899

lotal trâde and oth€r þayablog

940

2392

The payâble9 all maturê within 6 months.
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Note 16. lnterest-bearing loans and borrowings
Amounts ln NÒK'000

31.12-2017

Bond loan
Canitalized fees bond lôãn

985 350
-22 038

Total lntârêst bóãr¡ñô lôånr and borrowinos

983 312

31.12.2010

01.0r.20r6

ln November 2017 th€ Company entered ¡nlo a 6ecurêd bond loan of USD 120 million. Maturity dats for the €ntir€ loan i6
in November 2020. lntêrest tate is fixêd at 7,5% wilh hålf.yearly interest payments.
The bond loan has ôêcrrrlty in all maior assets of the Compañy and will be used to fund thê Ymê devetopmenl as required
by the loan agreemont. When Yme is ¡n producllon any unused loan amount may be usèd to fund other fiold
developñonts, Th€ net pfoce€ds håve been placed on an egcroü, accounl until released for Yme development purpos€s.
USD 70 mlllion of tho proco€ds håve b€en converted lnto NOK to rêflect tho ê(pêcled NOK dênominated ¡nvestments.
Thê bond agreemênt puts cerlain r€striction$ on dividend pâyments and cåpital rGductions. The bond loan has finânciêl
covenãnts in addltion to requkêmenls with respoct to equily lncreases. ln order to fulty ulllizé the prþcêeds from thê bond
loan, thå loan agreement stipulates thât nsì¡¡ equity of in total USD 18 rnillion is to bo paid in and reglstered. The equity
lncrcasos aro to bê made in trsnchês ln advance of the utllization of the proceeds from the bond loan. Approximãtêly
USD 14 mllllon of neì/v equity häs been paid in and rêgistered in 2018,

Changor ln lntorereet bearlng loåns ånd borrowlng6:
Amount8 ln NOK'000

31,

lntêrost bearhg loans ånd borowings 1 Jânuäry
Cash flow6:
Gross proceeds from borrowings, bond loan
Trâñsâó.tlôn 6st* bônd loan

lotal cæh flows:

12.2017

984 312

-22897
961

4t5

Non-Öash changgs:
Amorli¿ation of trånsaction costs, bond loan
Foreign exchango movêment, bond loan

1 038

lntofott brårlno loans ånd borrowlno¡ 3l

963 312
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Note f 7. lntercompany loan
Amount ln NC'K'000

11.12.2017

91,12.2016

Loan from mâloriv shareholder OKEA Holdings Ltd

1 141

20 237

lotål lntercomôânv lorn

I

2023"1

lntefest falê i9

111

01.01.2016

50/â.

Changer ln lntârcompany ¡oan:

31,12,201î

Amount¡ ln NOK'000
lntercompany loân 1 January

20237

Cash flows:
Procêods from intorcompâny bonowlngs
RêDâvmênt o, lntèrcomoânv bôffowlnos

Tolal aash

92280

04.04.2019 kl 08:56

258 937

-58 300

flowi:

Non-cash changes:
Conversion of debt to equity
Accrued intereðt

lñtâtârt beãllnd lôînr

31,72.2016

u217

264537

-55 564

-238 700

2ß8
boffowlnos

3l

Dåcembôr

Brønnøysundregistrene
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Note 18, Commltments and Contingencies
The Company has not b€ên lnvo¡ved ln any l€gal or linandal disputes ln 20,17 o¡ 2016,

Mlnlmum work programmêÊ
The Company is roqukod to parlicipåte in the approved work programmes for the liceneee. See note 10 for a
speciñcation of future commltted capltal oxpondllur€.

Llablllty for damagee/lncurance
The Compan/s operatione lnvolves rlsk for damages, lncluding pollution. lnetâllat¡ons and operâtion6 âre
covered by an operatlone insurancê policy.

Note 19. Related party transactlons
Purcha¡es of Sorvfcos from related partlea:

2017

Amountô in NOK'000
goaffêst Capltål Group Ltd *
Kylllngstad, Kleveland Advoketllrma DA

-

2010

3 534

173

3 843

* Scacresl Capllal Group
Ltd lô lh€ controlllng party of OKEA'8 maJority sharcholder OKEA Holdlngs Ltd.
** The Managing pârtner
of Kyllingsted, Kleveland Advokatfirma DA was å Board Mêmber of OKEA through
2016.

AËcount¡ payablo, rËlåtGd partlo8¡

2017

Amount¡ ln NCIK'000
Seacrest Cåpltal Group Ltd

20rô

3 534

See note 4 fur lnformallon about cûmpeñsation to CËO and Board of Direclore.
See nóté 17 for lnformation âbout loan from maiority ehareholder OKEA Holdinge Ltd.
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Note 20. Segment reportlng
Th€ Compány hã3 ldonllf¡êd its rsporlablö segmenls bâsêd on thê naturo of tha riðk and r€lum w¡thin lt! buÊlnsse. the
CômÞâny'ô only businêBt scomrnt lô dcvðlopment 6nd producüon of oll åñd gå! on thc Norwegiån ContinÊñtâl Sholl.
All of the Company'a raler nevenue rocogni8od ln 2017 lr from 3el6 to one oll compeny whlch i¡ å rubrld¡rry of å¡t
lnt€rnal¡onål oil company wlth S&P long-tôrm cr€dlt rål¡ng A+.
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Note 21. Operatlng Leasee
Tho Comptny her

rnt.rud into ãn 6p6retlne l€r¡ê for ofllcg

táÖilltiâô, Th€ l€aæ has no

contln!ânt Þrymcnlr ind doar nol oontrin rny ð¡trlcllon. on

Oprrrtlng

rrprnllt r.ht

d to

thÕ

anångüténlr rreårdhg

comprny'r dlvldcnd polby õr finrnchg]

lôtæ ålr.omsnt¡ âccountld for rr optruüng loratr

ilOK'000
Oltl$!¡ pa*lns snd €qulpmsnt

Amountr ln

,.-

O

ZOi,t
0¡l

Îôf,¡l

ZOlIG

p ø43

261E

Fut¡Ë mlhlmuñ lo..e prylnenta undü non.o¡no¡ll¡blc l.üe rgrcmtnlr
&nountr lñ NOK
Wlthln'l

'000

2ß1'l

yür

20,t6

I

1 862

't 862

to 6 !€ars
Altcr 6 year¡

3 106

4 967

Totll

1g;7

6 80t
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Nôts 22, Flnanclal lnõtrumênts
Flntñêltl lñrÍuñr¡ñF

Þy

ô¡lågory

Amôun{r ln NOK'000

Yr¡r ¡ñdÖd tl 0lô¡mbrr 20lt

ïrãdâ ånd õlh€r r€etlvâbloå ¡
Râåtdötåd ö¡ôh

ltrblllllrl

llnrn0trl

Anoñfrd

lrgdc ônd otñ$ Þry¡blêô
hlorÊãñrprñy

lô¡n

775
1 141

'

31

' Prtp¡ld Õxprnm¡,
Yûår mdÕd

tl

c07 7åg

' otntlt ór tô¡¡
oort r@

_

'óûû

h No(

Arìlountð

6å 0r1

ðö 0â1
ð07 790

raoatv¡blô¡

¡nôl¡ðt
g1 77b

1 141

môfucd oxpsñrÕs rfê ñðt hieludrd.

Dô6rmbrr ¡0,lð

gg 0¡g

90 0a6
Rr¡tdÊtåd orÊh

Añoñlrãd ôo¡l
Trådå ånd Õthãr påyåþl¡Ê'
lñtareoñpàny þrñ

t3

ffd

èxpeñü0,

¡l Þtütñblr 20ll

Yörrrn.lld

Trudå ånd ôthÊr metlvtblr¡
Rcslrlötãd oåth

7ð6

tå r3ð

È0 237

â0 tð7

aôtrurd exp¡n¡Õ¡ ¡r,0 nÖl ¡ñoludüd,

(01.01,¡0ltl

'
la4

Flmndrl ll¡bllltlrl

*nuo*

,o

,.o*

.uoo
",,,,

lrådå ånd ôth.r påy¡blåå

'

,,

,

,.

oo¡r

rmorn¡e¿

¡

;årr vllT?,,Tr,oåll rdirr d¡rryTñù

39¿

å ð9å

lñtåÌrompåny 16àn

t prtpåld êÌÞðñôrt, åcôrurd råra¡vrblåB ånd rèôrurd åÌptñËå¡ åfa

FrlÌ yrlu¡

Õl

llñ¡ñolrl lô¡taunrnt¡

It lÈ rüðårðd thål lh. ðrfrylno rñounlè ôt finånð$ ¡¡rÈt¡ ånd liåblllÍåt, o,rôôpt lo¡ htåÈtt bôårl'ì0 totñå ü,td
bônolllrì0ð, lÈ ¡pproxlm¡tÒly ¡qutl t0 ll¡ lth ülu.ð, Fðr htúÞ¡þbåådng lôånå ånd bôfforúlngÈ, $ìr iåtr våtu¡ lÈ
oåtliìðtÊd tÈ bô tloK 0ðð 960 thôu¡¡ñd üt yêâr ind å01t, ThlB 0rllm¡tloñ i6 båbâd ötì no ñåtô¡tÈl ohtngc h
mårkol Intr¡åsl råb åñd erÈdlt rlsk ülñêè th¡ boirÈwlñg,
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Nots 23. Flnanolal Rlek Managemcnt
Ovôñdrw

the ComBsny l¡ 6xBoüðd to å varloty of.rltkr, lncludlng cr€d¡t rl¡k, llqutdlty dðk, lnt€r66t rstå rlrk, Õll prlc6 rlðk
ånd aun€nBy ñåk, thl6 nolð Broð€ntË lnf0rmstlÈn åböut th6 Compåny'ð êxpoåut6 tô Ë€0h öf the aþove menüonod
rlskô, ånd thê Õompeny't ôbJå6tlv6å, pollê16r ãnd prooeerer lor managlng euoh dðkå, Th6 not€ åls6 pr6ü€nts th6
Õompany'r Õbjðütlvos, pollaler md prooerroo for menaglng eapltef.

Cndltrllk
Thc company het no tlgnlfiÕ6nt orådlt rlak, Tho êompany b €xpôrðd tô çr€dlt rlsk rôlåtBd lo lråd€ r€o€lvåb,lså
¡nd ea¡h 6nd 0åËh tqulvãlênlð, Êalor arc only mrds t€ eustom6rð thåt hâv6 n6t €xporlcneed any elgnllloent
Båymsrjt prûblffi¡, Ca¡h and oaoh €qulvâlårìtå srÊ rsoolveblsa from bsnk¡,

Llquldlty

rllk

tlquldfiy dúft l¡ thc rlth of btl'ìg unrbla to pãy íñrnalål llåbllltlrå å¡ {tráy fåll duo. Thc 6ompenyi åpproåch lö
månåghg llEuldlty rlðk l¡ to ðnüuro thât lt wlll elweyo havo ðuñlolènt ltqutdlt/ to mset lls flntinolål ilaúÍ[toc ro they
fåll duË, uñd6r nÖnnel üÈ wêll âô Ð{råördlnfly elrcumetãReor, wlthout lnoúrdng un6e€6ptåþlð lôrðrË or rlsklñg '
drmryr to thc ôomprny'r rputÍlön,

Th. låþh brlew rhow¡ r mtturlty tnrlyrtr for llnrnolrl ll¡blllflr¡l
Th€

cffh

flowð btlow &cüumð¡ ðpåymðñt on th6 lÊtåd dat€ êvâllâblð, 6vðn lf åxpèêt€d ropôymðnt rnsy bo €åil|€r,

Amounlr ln NÖl('ÕÕô

lñðr¡ål

T¡¡ds and othor ptyåblôð

1 141
06å

Aññulrlr lñ Ntlk

tñôÚñl

(I

yilr

77S

g1 779

1 14t

1 141

3t

31 779

lntctoompany lom

Flow

Cmh

Flow

Gruh

(I

y.rr

ïrädo ünd Õftff pàyrblÕs

ås 76ö

2g 7ð6

23 706

lnt016ömpüny lÕãn

20 2ô7

2Am',l

c0 247

,ô,mn¡ntr ln

Nôl{

ttñôuñl

lrådð ànd ôthår påytblËs

2

Flow { I y¡tr

ômh

r0å

å

s02

l.ü yrrr

l.t

Y¡tr

l.t

Yrar

l.t

Ymr

â gÞa

lntoroompany lonn

Th¡ trblr brlow ¡how¡ r mtturlty rnrlnla lor llntnchl

ttl.tlt

Amounts ln NÕl('ôÔ0

¡ñatuñt

lrede and other rseslveble¡

åô 0år
c07 79È

Rððtilotðd sårh

Or¡h

Flow

(

1

y¡rr

83 0t1

63 0¿1

00? 70å

ð07 709
800
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Note 23, Flnanclal Rlck Managðmeñt (conilnued)

ÀñôuñtÈ ¡ñ Nôl{ 'ôfiô

rmôuñ1

Ìradc snd 6lheilsoêlvåblcð

9C

FlÕw { I ylrr

Ctlh

Cge

0s

689

57

ð3s

l.l Yürf

0c 93ð

Rðålrlotåd cåth

Añôuñlr ln NÕk'0ôÍ)

¡ríöuñl

Cr¡h

Flow

<

I

yrrr

{.Ë Y¡úr

Trådð ånd 6th€r recplvablsr
Rðrtrlolðd ðåðh

8714

lñtrrmt nto rlrk
Tho Õompany heÉ nð bðrÊwine¡ wlth floatlng lntgrcit reto aondltlonr ånd lr ootìmquðntly nol €xBoüsd tô lntsrstt
råtê risk ¡ôlüt€d to borrcwlng¡, tho bond loen hec flxed lntcrett rato ct l,ð70,
Currunoy rlrl
Thc Õompeny lr €rpôÈêd t0 lorËlon oxchange rut6 dlk rðlâtðd tô thc value of NOK rulâüv€ to ölh€r Õurönêlêe,
mûlnly du6 tó Õll cslo¡ | UÊÞ, öpor¡tlonål eôrtr ln USD end dovslspmont eo¡t¡ ln USÞ,
At å1 Dôoômbêf 2017 thc Õompâny ls 6xpotöd lö txôhångo råtå dðk målnly du€ tö bånk dðpÕtlts,
rðo0lvåblo rÉleled tè Ymo rumovrl rnd bônd lÖán lrì UË0,

.tsruw

$ånrltlvlty ânåly¡lð ât g1 Þåèemþor 2017t
lf th6 NOK håd galnod 10% ågðlnrt th€ Uðt öt 0l d¡aembor 2017, lh€ Cômpany,c nåt proflt ìáruuld hevo bsen
NÕK 40,1 mllllon hlghm,
lf thð NOK had $,Qåkên6d '10% ågtlnfi th€ USD åt B1 docomþor 2017, thË Õômpåny! nðt profit ì/',þuld htvr
bðËn NöK 40.1 mllliôn lÕwår,
g€nåltlvlly âñälyslo åt Sl Þðcombår â0,lôi
ll thå NOK hãd üsln¡d 10% rgrlnil thå USÞ åt ð1 dðÕðmbår 2016, lho ôomBany'r nct proflt unuld hâvå bððn
NOK 6,9 mllllon lower,
lf lhô NOK håd wÊåkðnðd 10% ¡gülnrt thü UgD åt 91 dssembor å016, tho Gompeny'a ñêt prôllt would håvê
b'oen NOK 6,ê mllllon hlgher,

Oll prlol rlrk

thê Õomprny'o rcv.nut

lü fiom oll

r¡låð urhloh lr ðxporrd to lluoturtlon¡ ln thc oll prlco lovol,

Cåpltal mðnrg¡mrnt

Ìhå övårÊll 0bJð6tlw of lhs 0ompäny lr t0 onture thåt lt mülntãln6 å etrono fln6nolål posltlon çnd hoetthy oËÞltål
råtlos ln ordor tö suppoñ lu bu0lnðüå ånd ñläxlmlte ahereholder vrluc,
tho Õompeny mànâoðs ltð eåpltâl ttruçtu¡ð, end meker edJurtnontð to lt, ¡n lloht ôf ôhanEer ln ooonomlo
ðondltl6nð,
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Notc 24. A¡cct acqulcltlonr
0urlng 2017 end 2016 thÊ cômpåny aompl€tËd tho lôllowing åagul¡,tlon¡ ln lntår€oió ln ile€nÕff on lhc
oontlncntål ¡hån aoeounlod lor l¡ roqultlüont of ag¡rß¡

Y¡¡r

Ll¡¡¡¡¡

2017

P1316/01ôB Yñå

l,l¡mr

2016

Pt316/9188

Yme

¿016

F1036Þ

Oravllng

lnlrr¡¡t ldl¡r
õ

%

10 o/r
g0 t/o

llL6tlv. dr{r

f{oilåglrn

Côtñ6htlôñ

Roprol NorgeAS

01,01,2017

30.11,201'l

Wlntrruhlll No0c A8

01,0r,2016
01,0r,2016

30,11,2010

AkuÊPA8A

31,10,â016

ln âddlllon, OKËA he¡ lnôrusðtd lt3 lntêr0rlln pL038D Orðvllng with 4070 lrom 3070 to 70% during 2017,
Subæqu€nl lo thli lncroaac ln lnterslt, thr Comprny beo0mt tho openþr for thl¡ ltold,
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Note 26, Buslnçss comblnatlons
AËqul;ltlön ol0,âõ4% lntrrult ln lv¡r Amrn Unlt ln

20,10

ln July 2010 thc Gompany compt€t€d the åoqulsltlon of â 0,õ64ölo lnlçrcat ln lvar Aeæn Unlt (P[03ðÊS) from
OMV (Norge)AS, EfreollvË datê for thå trånaâcllon wåå 1 Jånuary 2016, lt ls asæs¡od thät $lð trânüå6üôn
rðprås€nt s bu6ln€Ës eomblñållon,

The oxceoe of th6 conslderatlon lnolu3lvé pro&coñtrâ aottlðm€nt ovËr lho fålr vslu€ of the net ldentlflable aseet¡
acqulred lr rooorded eo goodwlll, ãnd 6m0unts tô NOK I0õ7 thouðând.

Tho acquhod buclneas contrlbut6d not proltt after tax of NOK õ1 thouaônd to the Cornpany for lhé p€rtod fÌom
ãcquldtlon to 01 Oeæmbsr 2016, lf tho acquloltlon had occurrgd on I January 2016, pro,forma nEt loea br lhs
twêlvs months endlng 31 Doeembff 201 6 would hevo bosn uñohång€d st NÕK 6 0ð9 thousând, rlno€ lvår
Aagån wee undår dðvðlopmånt untll 6nd 0f 2016,
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Note 26. Traneltlon to IFR$
The finenclal statêñontå for flscal yøar 201 7 are the llrct annual acöouRt8 pr€Bar€d by oKEA ln âcoôrdanc€ wlth
IFRS, Flnånolal 8tålsmcnt6 ln prevlouo yearc were prepared ln acoordane,e wlth Noruoglán generally accepted
accountlng pol{ciea (NôAAP) for smäll èniltes.

The accountlng pollclos d€s$lbéd ln note 2 heve bsen usðd to pr€pårs the Compan¡/e aoeounts for 201 Z,
compâráble f,gurse for 2016 and an IFRS oponing bslanoe åheet 6s ál 1 January 2016, whioh le the Compåny's dãté
of trañsitlon tom NGAAP to IFRS,
Thle not6 explaln6 thê edjuðtm€ntô msde ln relstlon to NGAAP so that thð bãlån6å shê€ts at I January 20,16 ånd
DÉcêmber 2016 and the lnoome slatåm6nt fÕr 20i6 c€n b€ pråê€nted ln sccordancs witft lFRg,

gl

Rcconolllrtlon rllrctr ruulllng lrom trensltlon to lFRg âl pcr 3l Droombrr 20i6

NGAAP Adlurtmrnt¡
Amounts ln

NOK'000 _

Nole

!1,12,20¡iâ

lËËÊ
91,12,2A16

A8SElg
Noñ,ôwrant

¡t!!t¡

Defened tåx äÊð6ts
Ooodwlll
Explöratlon ånd oväluâllon årBèlg
Oll änd gas prôpêrtlss

Curûnt

36 980

50

I
4 762
626 487

057

37 031

I

067

4 762

"12 664

612923

llratr

Trsdo and Õthðr roeolvåblêg
Rsddctåd câsh

105 501

10õ 561

1r 337

EQUIÎY AI{Þ LIAEILITIË8
Ëqulty
Sham oåpltål
Shârê prgmlum

216 125

Unroglaterud Êhånê, capltâl

r4ð 06t

1t 337
216 126
148 gð8

Trade end oth€r påyeblse
lñtercompåny loan

26 899

25 8gg

20237

Publlc duee payable

17 265

20237
17 286

Non.curcnt lhbllltlo¡

Curnnt llrbllltl¡r

ItDfllltat

It

rY ANO LIAEILITIES

at7

Raôonclllrtlon ol rqultyl
Ë.qulty
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Note 26. Traneltlon to IFR$ (contlnued)
Roconclllrtfon cffôctr rå.ulllng from translllon to IFRS for thc 201û lncomo rtåtomont
NGAAP

IFRg

2A18

2016

Amounle ln ñÕK '000
Revenues from çrudê oll and gâs ssl€s
Other

2

Production expenseg
Exploratlon expenæB
Depr€alåtlon, dopletlon and amorlization
Employee beneflts ôxpônsos

Prôtlt /

lô¡¡ f.l

gÞrntlnc rctlvltlð!

Flnanæ income

454

"4U

.148
.â47

-ö47

.178
"13772

"178
-13772

.28 432

.2ô 432

2 480

2440

"148

Notari
1. The acqulsltlon of lnl€roet ln lvår Aäsðn ln 2016 wae trealed as ån €sset åcqulslflon under
13 trðated e¿ a buslno¡s combinallon, wlth reeognltlon of dêfénBd tsx snd

NGMp. Undcr IFRS the
ooodwlll. Ses note 2s for furtnãi

acqulðltlon

lnbrmatlon,

2, RËclåsslflostlon of revonue; under IFRS lhs Ëålee åmount of th€ llñêd ånd déllvêned volumðB srê pr€s€ntåd as
rÊv6nu68 fßrm crude oil and gae Ëá1e8, whilê ths changê in over/under llll ls premntod ae olher opeieting lneom6,
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Note 26. Transition to IFR$ (continued)
R.conclllåtlon offðct! rorultlng from lrãn¡ltlon to IFRS ås per I January l0l 6
Ïho transltion from NGMP to IFRS dld not r€sulf ln any trsnÊition dlfferðncos ae per I January 2016.
NGAAF
Amounts ln NoK '000

a|i2,20ts

IFRS

01.01,20tô

ASSETS

Non.cufront

attålr

Dofsrrod tåx assetg
Goodwill
Ëxplorstion and svåluåtion assetg

10 616

10 616

1 S05

1 995

Oll and gåo prop€rtl€B

Curlcnt ås3olr
Trade and othsr recêivåblé6
Rêstrictêd cåsh

87ô4

ËQUIlY AI.¡Þ LIABILITIES
Equlty
Share capltal
Share promlum

't 100
20 s00

Unrêglôtorod êhârè cåpltål

4
Non.our¡ent

I

100

20 900
294

ll¡bllltlrr

Provislons

Cunent llabllltle¡
Trade and olhêr pãyablðB
lntsrcompany loan
Publlc duês pâyablè
cunènt

2392

2 392

I

1 287

287

Roconclllatlon of ðqulty:
Ëqulty ac,cordlng to NGAAP 01.01.2016
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Note 27. Raserves (unaudited)
Provod and probablo ru¡erve¡

Mlll brnolr oll squlvaLnt3 (mmboô)
2ô17
2016

Balanôê åt I Jsnuary
Acquisltion of ro8ervês
Reclassifiôâllon ãnd othér chenges
Pmducllon

Tottl llråñrêr ât

tåcðmbôr

7,5
3,3
-0,0

7,5

"o.l

-0.0

10.6

7.5

Expoctêd rðêêrv€8 r€proð€nt thê Companys sharê of reservos accordlng to the SpE/ WpC/ AApO/ SpÊË pstrol6um
Reeources Managomenl system (sPE - FRMS) publlshed ¡n 2007 and with oslo Slock Fxohango,s r€qui¡Êmênls for
{hê
dlsclo$ur€ of hydrocarbon reservê¡ and contlngent resourc€g; clrcular g/ 2009. The figures repiesent best est¡mat6
ol
proved and p¡obeble r€6€Ne èstlmâte8 (mêsn),
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Note 28. Events after the balance sheet date
ln 2018 OKEA has restructursd th€ company's oquity, by way of transfonning the preference ãhârês into
ordinary shares. The restructuring included a r€duct¡on of th€ Company's ehare capltal, by repayment of the par
valuê ofthe prêforcnce shares wilh NOK 23 299 700, from NOK 24 738 100 to NOK t ¿CS ¿ó0. Su¡s€gusnt to
the share capltal reduc{ion, a rclated lncrôåsê of the Company'e sharê cåpital wilh NOK 1 686 600, tfom ruOX t
438 400 to NOK 3 125 000, wherê the amount pa¡d out of lhe Company in the ohare cåpitat Þduction (by way of
oståbll3hing a r€c€lvablê on the Company) was used as contrlbution on the new sherss lhat werê iseueé, fhâ
nel 6ffêct of this restructuring of tho Company'e equlty waÊ â lraneformlng of tho proforênce sharsÊ into ordinâry
aharee,

OKEA has ln 2018 issuód 590 144 now shares at a prlce of NOK 179 paid ln caeh, adding MNoK 105.6 in total
new equlty,
The Company has ln 2018 lssued 125 000 wanantrs to existlng m¡nodty shareholders as of Al
2017.

Bt

December

lfl 2018 OKEA hås êniered into ân €gr€omont for divesting l5ölo of the llcenee Grevling to Chryeaor.
Thê plan for devolopmênt ånd op€râtlon of Yme New Devslopment was approv€d by Nofw€gian authoriflês in
2018.
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Resultatregnskap
Beløp i: NOK

Note

20t6

2015

RESULTATREGNSKAP

Inntekter
Salgsinntekt

494 000

Sum inntekter

494 000

Kostnader
Produksjonskostnader

148 000

Lønnskostnad

4

t3 772 000

7 710 000

Avskrivning på varige driftsmidler og immaterielle eiendeler

8

178 000

2 000

Annen driftskostnad

5

14 281 000

7 329 000

Letekostnader

547 000

Sum kostnader

28926 000

Driftsresultat

-28 432000

15 041 000

-ls

041 000

Finansinntekter og finanskostnader
Annen finansinntekt

6

Sum finansinntekter

Annen hnanskostnad

6

Sum finanskostnader

2 460 000

131 000

2 460 000

131 000

5 335 000
5 335 000

Netto finans

Ordinært resultat før skattekostnad
Skattekostnad på ordinært resultat

-2 875 000

131 000

-31 307 000

-14 910 000

-30 105 000

-10 616 000

Ordinært resultat etter skattekostnad

-1 202 000

-4 294 000

Årsresulfat

-1 202 000

-4 294 000
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Balanse
Beløp i: NOK

Note

2016

2015

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler
Aktiverte letekostnader

8

4 753 000

Utsatt skattefordel

7

36 980 000

l0 616 000

41 733 000

10 616 000

Sum immaterielle eiendeler

Varige driftsmidler
Olje og gass eiendeler

9

525 487 000

Driftsløsøre, inventar, verktøy, kontormaskiner og lignende

9

224 000

30 000

Sum varige driftsmidler

525 711 000

30 000

Sum anleggsmidler

567 444 000

l0 646 000

105 561 000

l 994 000

s6l

000

1 994 000

37 889 000

8 744 000

37 889 000

I 744 000

Sum omløpsmidler

143 450 000

l0 738 000

SUM EIENDELER

710 894 000

21 384 000

Omløpsmidler

Varer

Fordringer
Andre fordringer

10

Sum fordringer

105

Bankinnskudd, kontanter og lignende
1l

Bankinnskudd, kontanter og lignende
Sum bankinnskudd, kontanter og lignende

BALANSE - EGENKAPITAL OG GJELD
Egenkapital

Innskutt egenkapital
t2

Selskapskapital

Overkurs

04.04.2019 kl 08:56
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Balanse
Beløp

i: NOK

Note

2016

2015

Annen innskutt egenkapital

146 968 000

Sum innskutt egenkapital

374 430 000

22 000 000

5 497 000

4 294 000

-5 497 000

-4 294 000

368 933 000

t7 706 000

Opptjent egenkapital
Udekket tap
Sum opptjent egenkapital

Sum egenkapital

Gjeld
Langsiktig gietd
Andre avsetninger for forpliktelser

13

202 466 000
202 466000

Sum avsetninger for forpliktelser

Annen langsiktig gield

Sum langsiktig gield

202 466 000

0

Kortsiktig gield
Skyldige offentlige avgifter

17 285 000

Kortsikti g konserngi eld

20237 000

Leverandørgjeld og annen kortsiktig gjeld

14

25 899 000

Avsetninger, kortsiktig

l3

76 074 000

I

287 000

2392000

Sum kortsiktig gietd

139 49s 000

3 679 000

Sum gield

341 961 000

3 679 000

SUM EGENKAPITAL OG GJELD

710 894 000

21 38s 000
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OKEA AS

Annual financial statements 2016
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DIRECTORS' RËPORT 2OI6
About OKÊA AS
OKEA AS ("OKEA" or ''the Company") wås established in 2015. The Company's aim is to contribute to
the vålue crêâl¡on on the Norwegian Contlnental Shelf with cosl effective development ånd operalion
system6. ïhe Company is located in Trondheim, Norway.

During 2016 the Company completed the following acquisltions or inte.esls in licenses on lhe
Norwegian Continental shelf:

r
r
.

10% in the Yme field (PL316/PL3l68) from Wintershall Norge AS;
0.5547o in lvar Aasen field (PL338BS) from OMV (Norge) AS. and
30% ¡n Grevling field (PL038D) frorn Aker BP ASA.

Production from lvar Aâsen started up in December 2016.

ln addíti0n, the Company has entered ¡nto an agreemsnt with Repsol Norgê AS for tho acquisition of
4570 ln the Yme field. This trânsactìon, which is pending lhe submittal of a revised Plan

for

Development and Operation (PDO) for Yme and approval from Norwegian âuthoritles, is expected lo
be completed in 2017.

ïhe flnancial statomènts
Loss from operâling åctiv¡tiês wãs NOK 28,432 thousand. Loss befo¡e income tax at the end of 2016
amounted to NOK 31,307 thousãnd. Net loss was NOK 1,202 thousand in 2016.
At the end of 2016, câpitâlised deferred tax asset amounted to NOK 36,980 thousand. The amount is
mainly related to offshore tax losses.

the operalions of the Compâny are financed through equity. The Company's equity ratio is cons¡dored
to be at an acceptable level.
Pursuant to $ 3-3 of the Noruegian Accounling Act the Board of Directors confirm that the conditions
for continued operâl¡ons as a golng concern are presont fo¡ the Company and thât the annual financial
statements for 2016 have been prepared under this presumption.

Allocation of loss for the yéar
ln 2016, OKËA posted a net loss of NOK
following ållocation (NOK thousand):

1

,202 thousand. The Board of D¡rectors proposes the

Transfened to retained earningsi NOK 1,202 lhou$and
Risk factors
The Company is not exposed to particular risk factors other than those thât âre common for oil
compân¡es in the development and production phasa.

Hoalth, safety and environ mentlequal opportunities
The Company had 22 employees at year end of which seven are femâle. At present there äro no
female members of the Board of D¡rectors. No particular actions hâve been implemênted or are
plânned lo promote gender equality in the Company.
The uork env¡ronment is considered to be good. There was no absence from sick leave in 2016.
There have been no occurrences or reports of accidents or injuries dur¡ng the year, and no major or
signif¡cant material damage.

The operations of the Company could potentlally pollute lhe external ênv¡ronment. The Company
logelher with its joint venture pårtners work actively on measures thal can reduce any negative impact
on the environment.
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The Company hås êstâblished and implemonted a focr¡sed Health, Safety, Envíronment
and euêllty

a proactive stance ås weil as an o,vnershiþ-cutrure
ÍTl ^Ul.:ilp-"liEf:,l!tlgrn
ln all espects
or the buslness. A pdmery goal for OKEA is to establish
ci¡ltuæ

àmõn-g

;mpbyeós

a
of opennãss witÉno
barrlers relat€d to alt aspects of HsEe both w¡lhtn the company and when worktngï¡t¡r siàt"norueæ
in order to secure a safe worklng envaronment, high level of'quai¡ty and min¡mal imiióioi'ìn"
envimnmenl.

TrondheÍm, tgrh May 2017
The Board of Directors of OKEAAS

Henr¡k Schröder

Paul Anthony Murray

Chalrmanof lhe Boarcl

Board Menber

Moe
Board Member

and

Board Membe¡

2
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The Company has estâbt¡shed and ¡mplêmented a focused Hêalth,
Safety, Environment and euâtity
srrålegy and po-r¡cy resulting in a proactive stånce as well as an ownershii
cutture amoç eÃptoyees
in åll aspects of lhe business. Â prjrrary goat för OKEA is to eslablish
a cllturu oioó"nnËr"'*¡il., no
ba¡riers rclared to a[ aspècts of HsEo borh rvirhin the cornpany and rvhen *orttn!ïitn
sia-xe¡rotoeæ
in order lo secure a safe working Ènvironment, high level of quáity
and minimáti'm-p;;i;th;
ênvi¡onmenl.

l,iil

Trondlìeinì, 1g!r'May 2017
The Board ôf Oirectors of OI(EA AS

rl\ l^ h\

l-ïenrik Schröder
Cha¡maù o{ the Eoard

Päul Anthony Murray
Eodîd Mèrnber

Moe
Eoard Member

Erik Haugane
CEO

and

Board L/tenber

')
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Statement of lncome

Amounts in NOK'000

Notê

2018

Revenues f¡om crude oil and gãs salos

2015
494

Production expense

-148

Exploration êxpense
Depreciatlon, depletion and âmortization
Employee benefils expense

I

-547
-178

-2

4

-13 772

-7 710

Other ooeratino exp0nse

Ê

-1424

-7 325

Totâl ooèrållno

Profit f loss

{.1

oDêratlnq activltiee

Finance income
FinâncÊ costs

6
6

Net flnanclal ltems

Proflt / loss (.) before ¡ncom€ tâx
lncome tax
Net

7

proft I loss {.} for the perlod

.28

.1

.24

-t 5

2 460
.5 334

5 04r

0¡11

131

.2874

131

.31 30?

-14 9,l0

30

1

10 616

-1 202

4294

J
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December

Amounts in NOK'000

Notè

31.12.2016

7

38 980

10 616

4
41 733

f0 6t6

31.12.2015

ASSETS

l,lon.GurÞnt aisetg
lntanglble åss€ts
Defered tex åsset
intañsiblê assets
Tanglblê assol6
O¡l and ger propenies

ô

525 487

o

s25?11

30

Current r38otg
Tråde and other ñsc6¡vables
Cash
cür¡ont aaSotc

10

I

105 581

995

I

TOTALASSETS

143 ¡t50

l0

710 894

21 384

11 337
216 125

20 900

738

EQUITYAND LIABILITIES
Equlty
Pald-¡n c.pltâl
Share câpitäl
Share prðmium
Not rtrisleed shã¡e
Îñtål mfd.in

12

enilâl

I

100

l¡16 S68

Rstalned oEmlngs

Non-cuf rent liab¡lit¡es
Pmv¡siôñs

s7t ¿30

22000

.5 ¡198

1291

13

202466
202166

14

25 ð99

Total non.curent llâbllhleß

cuÍent llaþil¡tlðs
Trade and other peyables
lnlercompeny loan
Publ¡c dues payabla

?392

20 237
17 ?85

Prov¡sionß. currênl

13

1 287

76074

Tottl curtEnt ll.b¡lillss
Îôtal llabllhles

139 49¡l
341 960

TOTÂL FOUITY ÂND

710 SSit

3 679
3 670
21

îEt

Trondhôim. 19th May 2017
Henrik Schrtider

Paul Anlhony Munay
Board Member

Cha¡rman of lhe Board

Ola Bort€n À406

Edk Haugane
CEO and Boa¡d Member

Board Member

4
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Note 1. Corporate lnformation
OKEA AS ('OKËA' or "the Company") aim is to conlribute to the value creation on the Norwegian Cont¡nentât shetf
wilh cost efiective development and operatíon systems,
OKEA is â limited liability company incorporâtêd and domiciled in Noruay. lts registered off¡ce ls ât Fêrjemannsveien
10, 7042 Trondheim, Norway.

Note 2. Accounting Policies
Basis of Preparation
The financial stietements have beeñ prepared in accordanoe wilh the Norwegian Accounting Act and Norweglan
generally accepted accounting principles for smafl companles.
The financial slatements have been prepared on the historicel cost bâsis. The principal eccount¡ng policies are set out
belgw.

Balance Sheet Classification and valuation
Currenl assets and current l¡abilities include items due less than a year from the balance sheet dâte, ând items related
to the operating cycle, lf longer. Other assels ând liâbil¡t¡ôs are classified as non-current. The currenl portlon of noncurrent debl is ¡ncluded under current liabílities.
Curr€nt assets are valued ât the lower of acquisition cosl and fair vâlue. Cunent liabililies are recognised al nom¡nal
value.
Non-cunent assets are vâlued at cost, less depreciation ând ¡mpÉirment losses. Non-current liabilities are recognised
at nominal value.

lnterest in Oil and Gas Llcenses
The Company accounts for its ínterest in oil and gas licenses based on ¡ts ownership interest in thê license, i.e. by
recording ils share of the ticenses individual income, expenses, assets and liabilities, on a line.by-line basis wlth
similar items ¡n the Company's tinanoial slatements,

Use of Judgments and Estimates
The preparation of fìnancisl stâtements requires management to rnâke judgments, use estimatêÊ and assumplíons
that affect the application of policies and reported amounts of assêts, l¡ab¡lities, revenues and expenses.

Although these estimatês are based on managemenl's best knowledge of historical experience ånd cuÍrent events,
äctual results may differ from these estlmates. The estimates and fhe underlying âssumptions are reviewed on ân
ongoing basis. Changês in estimates w¡ll be recogn¡sed when new estimates can be determined wlth cerlainty.

Foreign Gurrency Translation and Transactions
Functionål currency and reporting currency
The functional currency and the reporting currency of the Company is NOK.

Transactions and Balances
Foreign currency trânsaclions are translated into the funclional currency using the exchange rates pr€vailing at lhe
dates of the lransâclions. Monetary assets and liabilities in foreign currencies are translâted into func¡onal ourrsncy at
5
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the balance sheet date exchange rates. Non-monetary items are translated at the historical exchange rate on lhe
transaction date and non-rnonetary items that are measured at fair value âre translated at the exchânge rate on the
date when the fair value wss det€rmined, Foreign exchange gains and losses resulting from lhe sefllemenl ol foreign
curency transactions and from the translalion of rnonetary assots and l¡ebililies dên0minatod in foreign currencies are
recognised in the income statement.

Revenue Recognition
Revenues from Production of Oil and Gas
Revenues frôm the production of oil and gas propertiês are recognised on the basis of the Company's net working
inlerest in those properties, regardless of whether the product¡on is lifted and sold (the entillement method). The
revenue rocogn¡tion according lo lhe entitlement method is based on actual production in the poriod. Underlifl and
overlift of oil and gâs follows from the entillement method and is valued at its net realisable value on thô balance shêet
date. Undetlift and overlifl is calculated as the differencê be8veen the Company's share of production and it$ actual
sales and aro classif¡ed as respectively curent assôts and cunent liabil¡lies. lf accumulated production exceeds
âccumulelod sales thêre is an underlift (asset) and if accumulated sales excoeds accumulated produotion lhere is an
overlift (lìabllity).
R€venues from sales of services are recorded when the service has been perforrned.

Property, Plant and Equipment, including Oil and Gas properties
Gene¡al
Property, plånt and €quipment acquired by the Company are stated at h¡slorical cost, less accumuleted depreciâlion
and any impairment charges, Depreciation of other ags€ts than oil and gas properlies are calculated on a stra¡ght-¡ine
basis and adjusted for residual values and impairment charges, if any.
Ord¡nåry repairs and maintenance cosls, defined as day-to-day servioing costs, are charged to the lncome statem€nt
during the financial psriod ¡n which lhey are incurred. The cost of major overhauls is included in the asset,s carrying
amount whon it is probable lhat the Company will derive future economic benelits in excesô of the originally assessed
standard of performance of the existing asset. Major overhauls are depîeciâted over the period to the ûexl ma¡or
overhsul.

Gains and losses on disposals âre determined by comparing the d¡sposal proceeds with the carrying amor¡nt and åre
included in operating profil.

Depreclalion of Oil and Gas Properties
Capitalised costs for oil & gas fields in production are deprec¡ated lnd¡viduâlty (on a field level) using the uniþofproduction method. The depreciåt¡on ls calculâted based on proved and probabte reserves. The rate of depreciation
is
equal to the ratio of oil and gas production for the period ov€r the esìimated remaining proved and probable rêserves
expected to be recovered at the beginning of thq per¡od. The rate of dêprecialion is multiplied with the carrylng value
plus estimated future oap¡tâl expendituro necessary to develop any undeveloped reserves included in lhe reserve
basis. Any changes in the reserves eslimate thât affect un¡t-of-product¡on calculations, are accounted for prospectively
over the revised remaining resêrves.
Exploration and Developmênt Costs for Oil and Gas Properties
The Company uses lhe 'succes$fu| efforls'method to account for exploraiion and developrnent costs. All exploration
costs wilh lhe exception of acquisition costs of licenses and drill¡ng costs of exploration wells are charged to expense
as incurred,
Drilling costs of exploralíon wells are temporarily capitalised pending th6 determ¡nåtion of oil and gas reserves. lf
reserves are not found, or if discoveries are assessed not lo be technically and commercially recovêrãble, the drilling
6
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costs of explorât¡on wells are expensed. Costs of acquiring licenses are capitalised and assessed
for impairmenr at
each reporting date.
Costs of developing commercial oi¡ ând/or gas fielcts årc capilalised. Capitalised development co$ts
âre classified as
tangìble assels. Liçense acquis¡tion costs and capitalised exploratìon oosts are classified as intsngible (dunng
exploration phâs€). See sect¡on lntang¡ble assets - Exploration and evaluation assets. Acquisillon
cost of fiàOs ¡n
development is classiñed as tangible assets.

Acqu¡sitions of ¡ntsrêst in oil and gås llcenses
Acquisitions of ¡ntergsts in oil and gas licenses are normally accounted for as asset acquisitions.
The consideration for
lhe inlerest will be allocated to individual assets and liabílitiês acquired.

lntangible Assets
General

lntangible

assels acquired separately are measurgd on inilial recognilion ål cost. Following ln¡lial fecognition,
intangible assels âre ceffied at cqst less any accumulated amorllsâlion and any accumulaled impairmenl
losses.
¡ntangible assels with finite lives are amo¡tised over the useful economic l¡fe. These intangible
åssets erê subJecl to
impâirment lesting when thêre is ân indlcaüon thÉt the ¡ntangible asset may be impeired.

Exp¡oration and Evaluatlon A¡sets
Exploration and evaluation asseþ ale assessed for impairment when facts and chcumstances
suggest that lhe

carrying amount

of an

exploration and evaluation as6€t mây exceed ¡ts recoverable amount, and before

rêclâssification as described below.

lntangible åssels relatlng to expenditure on the €xplorâtion for and evatuation of oil and gas rê6ources
are reclassified

from intangible assgts to p¡operly, plant and equipm€nt (under development) when technicâl
fêâsibility and

commercial viability of the assets are demonstrable, and decision lo develop a partlcular area is
made. The assets are
assessed for ¡mpa¡rment, and any ¡mpâkment loss recognised, before such rectãsslf¡calion.
Theêe ássets are subjecl to unit-of-praduction deprêc¡ations if and when production from
the field is commonced.

lmpairment of Assets
Property, plant and equipment and olhêr non-current assets srë subject

to impairment testing when there is an

indic€líon thal lhe assets may be impaired. lf any ¡ndications exist, an impairment test is performed,
i.e, the Company
eslimates the recoverable amounl of lhe asset.

The recoverâble amount is the higher of fair value less expected cost to sell and value in use (present
value based on
the fuiure use of the asset), lf the carying amount of an asset is higher than the recoverable
amount an impairment
loss is recognised in the income stat€menl. The impairment loss is the amount by which the car.ying
amount of lhe
asset exceeds the recoverâble amount.
The value in use is determinêd by reference to discounted future net cash flows expected lo be generated
by the
asset, For the purposes of assessing ¡mpairment, assets are grouped at the lowesf levels for which
lhere are

separately identitiable câsh inllows. An oil and gas field is considered to be one cash generating
unit, all other âssets
are assessed separately.

A p.evìously recognised impairment loss is reversed only if there has b6en a change in the est¡mates usêd
determine the recoverable âmount.

to

7
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Provisions
General

A provision is recognised when the Company has a prosenl oblþation (legal or conslrucl¡ve) as a result of a past
€vent, it is probable (i.e. moro likely lhan not) that an outflow of resources embodying ecûnom¡c benefits will be
required to setue the obligation, and a reliable estimate can be made of lhe amount of the obligât¡on. provisions are
reviewed al each balance sheet dale and adjusted lo reflect lhe cunont best estimate.
The amount of the provìslon is the present value of the r¡sk âdjusted expenditures expecled to be required lo setile the
obligat¡on, determ¡ned using the estimated ¡isk free interost räte as discount rate. Where discounling is used, the
carrying amount of provlsion increases in each period to rellect the unw¡nd¡ng of the discount by lhe passåge of time.

ïhis increase

is recognised as finance cost.

Asset Rellrement Obligations
The Company recognises the estimated fair velue of assel relir€menl obligations in the period ln which il is incurred.
The amount recognised ¡s th€ present value of the estimatgd futuro sxpenditure dêtêrmined in accordance with locâl
conditions and requiremenls. This cost includes the côst of dismantlement or romovål of oil and gas installalions. The
present value of the obligstions is recognised when the âsssls are conslructed and ready for production, or at the later
date when the obligation is incurred.

Related âssol ret¡rement cosls are capitalised as part of lhe carrying value of the tangiblo fixed asset and are
depreciâted over lh6 useful life of lhê âsset, i.e. unit-of-production method. The liability is accreled for the ohange in its
presenl value each reporting period. Accretion expense related to the time value of money is classífÌed as part of
f¡nanc¡al ôxpense.
The provision and the discount rate âre reviewed at each balance sheet date.

lncome Taxes
The income tax expense./credit consists of cunent ¡ncomê tâx (taxes payable/receivable) and changes in deferred
¡ncom6 tâx.

Curent lncomg Tax
Curçnt income tax assets and liabilities for the current and prior periods are measured at the amount êxpected to be
recovered from or paid to the lax author¡t¡es. The tax rates and tax laws ussd to clmpulo the amount are those that
âfe enâôted or substantially enâcted by the balance sheet date.

Oitexplorãtion companies operâl¡ng on the Noruegian Cont¡nentâl Shelf under the offshore tax regime can claim a
of their explorat¡on costs, limiled to taxable losses for the yêar. The refund ¡s paid out in Decembêr in lhe
following yêar. Th¡s tax receivable is classified as a current âsêet.
780lo refund

Deferred lneome Tax
Deferted income tax is provided using the liability melhod on temporary dlfferences at the balance shest dste bètween
lhe tax basis of assets and tiabilities and their carrying amounts for financial reporl¡ng purposes,
Deferred income tax assets are recognised for all deductible temporãry diñerences, carry forward of unused tax
credits and unused tax losses, to the extent lhat ¡t ¡s probabte that the taxable profit w¡tl þe available against which the
deductible temporary diffêrences, and the cany forward of unused tax cred¡ts and unused tax losses can be utifised.
Companies operâting on the Norwegian Conlinental Shelf under the offshore tâx reglme can cla¡m the lâx value of any
unused lâx losses or other tax credits related lo ìts offshore activit¡es to be paid {includlng interest} from lhe tax
authorities when operations ceâsê. Deferred tax assets that are based on oflshore lax losses carry fonarard are
E
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therefore normally recognised ¡n full. The carrying amounl of defened income tax âssets related to onshore activities
are reviewed at each balance shoet date and reduced to the extBnt that ¡t is no longer probable thât sufficient taxable
profit will be available to allow all or part of the defened lncome tax asset to be utilised. Unrecognlsed deferred income
tax assels related to onshore activities åre reassessed at each balance sheet date and are recognised to the extent
thal it has become probable that fulure tåxable profit w¡ll allow the defered tax rsset to be recovered.
Deferred income tax assels and liabilities are measured et the lax rales that are expected lo âpply to lhe year when

the asset is realised or the liâbilily is setlled, based on tax râtês {and tax laws) that hâve been enacted or
substantively ênacted at the balance sheet date,

Defeffed income tax assels and defened income tax liabil¡ties are offset, if a legally onforceable right ex¡sts lo sêt off

cunenl tax assets agãinst income tax liabilitles and the def€rred income taxes relate to the same taxablg entity and
the same taxalion authorityltax regime. Timing differences are consider€d.

Pensions
to Norwegian law employees a¡e mandatory membe¡s of the Ngrwegian Pension Scheme ('obligatorisk
$enestepensjon"). The scheme is a defìned conlribut¡on plan. The premiums pa¡d are charged t0 the lncome stat€ment.

According

Cash and Gash Equivalents
Cash and cash equivalents compr¡se of cash on hand, deposits hetd st call wilh banks and other short-term h¡ghly
liguid investments with original maturities of three months or less,

Note 3. Asset acquis¡tions
During 2016 the Compâny completed lhe follow¡ng acquisitions in interests in licenses on the Norwegiân Conlinental
shelf:

License

Name

Share

PLs1 6i3168

Ymê
lvar Aasen Un¡t
Grevling

'lo0/o

PL33885
PLO38D

0.554o/o
30o/o

Seller
Winterçhãll Norge AS
OMV (Norge) AS
Aker BP ASA

Ëff€ctive date
01.01.2016
0'1.01.2016
01 .01 .2016

Completion
30.r't .2016
08.07.2016
31,10.2016

ln addit¡on, the Company has entered into an agreement w¡lh Repsol Norge AS for the acquis¡tion of 45o/o in the yme
f¡eld. This transaction is pending approval from Norwegian authoritles, and is expected to be completed in 20i 7. ln
connect¡on with this agreement, lhe Company has agreed lo cover Repsols share of costs (60%) in 2016 related to
the Yme New Development. These cosls have been capitallzed togethor with other additions relaled to Yme as "Oil
and gâs properties under development" . See note 9. The Company will under the âgreement cover Repsols share of
costs as an âccelerâted pro & conlra related to lhe Yme New Development until a revised Plan for Development and
Operation (PDO) hâs been subm¡tted to the Norwegian authorities.

9
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Note 4. Fmployee bsnefits expense
Spoc¡l¡ot¡on ot employos btngfftê oxpsnao
Amôuntr iñ ilOK '00ô

2nß

Sâlary âxpÊn6eè

Empþyort payrol tåx sxpensês
PonsionÊ
othèr p6rcoññsl e&ên5c5
Reclessllled lñ ô¡l åñrl
Totål omplotrc¡ brnelt3

undsf develoomenl

oxpense

Number gfman.)raârs during the

___

2013

24 530
3 859

6 e51
898

2912
3f0
-r7 238

502

lA

yeâr

5E

l?¿

,7 ZtO

fl

4

PÊng¡ons
Tho Compåny hâs

t

dsfmEd conlriÞullon psnsion plan for lls €mplo}€e8 tvh¡oh såtlsñss thê stâlutory requißmênts ln lho

Noeaglan hw on rôqu¡rðd ocôopâtionå' pènsion (.lov om obligatorlsk llsnestep€nsjon).

Conpànsatloñ to Chhf Excssullw Qfflcar (CEO)¡
ÂñôuñtÈ Ir NôK'nôî
Sâlery

2 r99

't 342

157

80

Pension

Totrl comp.nstion to

2î13

2016

CEO

_

2

369

I

¡13ó

Compenrat¡on lo Boðrd of DiEctoE:
ÂñôüñlÈ lá NôK 'OAñ

Di€ctô/s

2016

20t6

lÞEs

Totål comôenßâllôn tô

of Dlr€ctoB

No loans havs bæn gmnt€d ând no guarantees have beên issugd to CËO o¡ any membsr ofthe Boerd of Þ¡rectors.

t0
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Note 5. Other operating expenses
Speclffcatlon of othcr operallng erp¡nsâs
Amounts ¡n NOK'oo0

2016

Lêåse expenses
Teôhn¡cal consullants
Buslness consultãnts
Travel exgensgs
Olher operåling expenses
RgclaÊsifièd to oil erìd oâs ommrlìes urder develoDmenl

lolâl ôIhår ðmmtínc eroen¡es

2015

2643

916

51 429
0 ö56
2 445
5 449

1 132
3 388

I

772
120

.54 341

il2A1

7 t2E

Audltofs foã3 (ex, VAT)
Amounts ¡n NOK'000

20t5

20r8

Audilois feg

150

Other aüeshtlon servìce8
Tax advFory eelv¡cßs
Olher sefvlcês

188

lotâl audltor's fees

¡155

92
25

Note 6. Financial items
Amouñts ¡n

ilóK

'0oô

2010

2015

lnlerest ¡ncome
Exchenos râts oã¡n

z 350

128

Totàl flnancs incomg

2 ¡160

't3l

110

lnterest expense inlefcompany
Other lileresl êxpènsè
Exchânge rate loss
Othe-r fiñânciâl êxmnÊâ

.2 057
-591

-2 175
-511

ïotel t¡nancs co3ts

.5 334

ll
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Note 7. ïaxes
lncoma taxcs recognlsed iñ lhè inôomã statBmont
Amounts ¡n NOK'000

2016

2015

Changg ¡n defened tax
Tax refund ærent yêar

26 364
3 741

10 616

Tôtål ¡ncôm tares rucooni¡ed ln thâ ¡ncônå statemont

30 105

l0

B.tB

Rêconciliation of lncome taxes
AÊorrnlç ¡n Nôl( 'Oflll

Prot¡t, loss Gl bèlorê

2016
ancomo

trxos

2015

-31 307

.1¡¡ 910

Êxpected income tax al nominal tex rale (25%)
Expèctêd peroleum tax (53?o)
Fermanent dfñerencês
Effect of upllft
Financiâl items
Efiecl of new lãx râlss
Ádiuslmcnls ôÞJiôus vÞâr and other

7 827
16 592

4 026
7 604

Îôtâl lncômÐ trxês ?ecoôñlÊãd

fn the income

Ffractlw lneone tåx rat€

.59

-32

6 825
-1 262

.945

86
o6

:,

3û ,t05

l0 6tß

-96 %

Sp8c¡l¡cation of lax effêçts on temporary differsnBes, tåx

loÊÊeÉ and upl¡fr

NOK'000
Tângiblêand inlang¡blenon-curentassets
Prov¡sions
Currenl ¡lems
lax losses canied fofward, offshore 24%
Tâx losses cånied fonvard, otfshors 54%
Uplift canisd torward, offshore 547o
Arnounrs ln

Total defened tãx ass€ts / l¡abl¡illes (-)
Vâlualion ãllowãnce tor dêfêred lâx âssets

Totrl defêrfsd tax assêts / llabll¡t¡es l.l recoanlsed

7l%

carigd fon¡vard

31,f2.20I6
-224948

3i,ft,2015
-6

217 261
-.136

12

28

352
497

3 719
I 903

6 954
36

10 616

36 980

10 616

980

Dofened tax is calculêted based on tax ratEs applicåble on the b€lance sheet dale. Ordinary income lax is 25o/o (tron
2017: 24lo), to t ,hich ¡s addgd s sp€cial tax for oil aod gas compan¡es at the rãle of 53.16 (from 201 7: 54%), giving a
lotel þx rate of 78ol¡.
Companies operåting on the Norwegian Contir¡ental Sh€lf und€r lhe offshore lax reg¡me oan cla¡m the lax value of any
unused tax losses or olher tax credlts related to its otlshore activilies to bs paid in cash (including ¡ntêrêst) tron the tax
ãuthorities when operations cease. Defened tax assels that are based on offshore lax losses car.ied fo¡ward ârê
therafor€ norma¡ty rêcognised in full.
There ¡s no time lim¡l on the right lo cany tax lossss forwärd ¡n Norway.

l2
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Note 8. Exploration and Evaluation asaets
E¡(plorElion

tnd

aEluatlon

Anôúnti in ÎúôK'O00

taçelq

2016

Costal I January2016
Additions

4 r52

D¡sposalg
ñmvlôr¡slv úô¡fâl¡aÞd

Cost at 31

Docsmber20l6

.,.

Accumulet€d amorllsatlon and lmpslrmenl at I January
Amorlisâtion for lhe year
lmpalment

¡t

201ô

Zt2
-

Dlç¡ôsls
ånd lñÞäirmånt

Crrdñô

rññild

at ll

rt 3l DÉeñhar ?oia

20r6

¿î32

Note 9. Fixed assets
Oll tnd g¡â

propsrtlos ¡n
oroducl¡oñ

ln ñlôK'lt0o

^ñoüñtß

Fu¡nlturs,
Oll ånd gss
tbturos and
proport¡ês under
offtce

mch¡nos

Totål

2016

çost at

1 January e01g
Add¡tionÊ
R€moval and decommlssion¡ng asçet
D¡spo6ats

Acilmolâted depreciation and ¡mpa¡ment at

33

tuo 'rrt
275 505

1

i'

Jrnuary 2016

-7
-7

.171

Oep¡eciållon for ths year

33
250 353
275 505

.178

lmpairment

Depreclâtion plen

Unil of Prôducdíon
NIA

Eslimaled usêful lif€ (yêars)
1) Oepreciation

1)

Unear

3,5

starls when ths asssl is ¡n production.

l3
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Note 10. Trade and other receivables

Accûunls rscê¡vablê
Pr€pâyments
Work¡ng cåpilål. Joint vênluro
EÊcrÐw rocoiyable, Yme removal

6 583
I 109
16 014
77 335
494

Und€dn

VAï receivable

951

1

Tax refur¡d

043

3 740

The receivabl€s all malur€ wllhin onE year.

Note'11. Cash and cash equivalents
AmountrlnNoK'0o0

91.12.A016

_
Bank depoeits. unreslrlctod

Bâ¡k dånôsit hrlñ:.{â.|
Totrl crsh rnd mÊh

96

I

tâxes

283

31.12,20t5
?

906

606

37 880

8711

l4
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Note 12. Share capital, shareholder lnformation and changes in equity
Ordinary
shârês

Numbsr ofshares
Oulstanding shares at L1.2016
New sheres issued durirE 2016:
lssusd ¡n conneclion wilh d€bt conversion
lssue<l in orchanoc for caçh

l0

Number of outstandlng sha¡es at 31 Decembor

14 t50

Preferenea

shâros
I

000

400
3 630

Total sharas

000

11 000

45 566
52 649

46 026
56 339

sE

216

Nominal vâluê NOK per sharê ât 31 December 2016
Share cap¡tal NOK al 31 December 2016

fi3

365
100

I 1 330 500

The Company has lwo classês o[ shares. Tho holdeß of lhê preferencê sharcs håvE I pr€ferrêd r¡Eht lo â oumulativo
8% dividånd on invêsted preference capital as wêll as relurn of oapltal from lhe Company b8fore lhe holders of ordinary
shsrBs will recs¡ve eny retum of câpital or dividsnd. As of D€combe¡ 31, 2016, the lotal unpaid and undeclarsd amounl
of cumulalive dividand on preference câpilâl wâs NOK I lô0 lhousand, wtrìch becomes payable pùrEuant to Boârd's
âpproyâl. No dlvldend have been proposed or pa¡d ¡n 2016.

Shareholders,numbÉrofshaþs .-.,_
Azinor Procluctlon Limiled
Othershåreholders (")
,, ,, _
Total
.-.-

Ordlnary Profersnce
sharca
sharêg %Sharr
11 810
99 215
97,9 %
2 340
2,1 %
14 150
99 215
100,0 %

('l Er¡k Haugane (CEO and Board Membôr) ¡ndksctly conlrofs 0,4 % of the shåre6 thrþrrgh Kørven AS. Ola Borten Moe
(Board Membe¡) also ind¡rectly controls 0.4% of the sharos through Skjetstad Vestre AS.

Changos ln oquity

Shars
Amôunts in NOK '00O

Equ¡tyet 1January2016
Sharo issues

carltâl
1 100
10 237

Share
premlum
20 900
195 225

l'¡otraglstsrcd
sharo

caDltâl

Relålned
earninos

-4294
146 968

-1 202

Total
Êoultv
'17 708
352 430
-1 20?

I5
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Note 13. Provisions
Amounts ln t'¡ôK

ll-12.2¡1È

2010
Provis¡on at 1 January20to
Add¡tions

Chånges in

?0T 873

esllmate

Aaset rclllrmont obl¡gations
Provisions br asset retirement obligations reprêsent the future expeclåd costg for closè.down âod rèmoval
ofoll equ¡pment
end produclion fâcilities. The provlslon ¡s besêd on the opêråtor's besl eslimât€. The n6t pres€nt value
oi lhe estimEted
obllgetloh is cålculaled using a d¡t6unt rsta. Thè åssumptlons âre based on tho ecohÞmic €nvironment atound
the
belance sheet date, Actuål asset rêtirêment cosls w¡l¡ ultimetely depend upon tuture merkel prices for it n"cessary
ã
,,,ærts
whlch wil relled markêl coôdllions åt lhe rdevånt time. Furthermore. the almlng of lhs cloå+Uown is tifety
ro ospend on
!!henlhe lleld cossgs lo pÞduce at eÞonom¡cally vieblê.ates. Th¡s ¡ñ turn yrdll ¿epEnd upon futurê ott ani gas pilces,
wtrlch
are inherently uncå¡tÉ¡n.
ln add¡lion to the non{unBnt proviBion Ìn the Þble above. tlo Compøny has a cu¡rent provison for asèel
tet¡r€ment
oblþâtlon ol NOK 78,516 lhouêånd. ThE cunent provis¡on ls r€let€d to ahe ongoing removal of instaltti¡ons
on t¡ra vme neH
and is oovercd by a slm¡lar rec€lveblê held on an êscroweccount. See note i0- -

Note 14. Trade and other payables
Amounß ln NOK'000
Tradê credllors
Hol¡dãy pay

31.12.æ{8

?1.12.2075

2972

1

2 698

Working câp¡le¡, joint venture

70t
6S1

r8 064

othsr Þâyables

25 899

2Sg2

The påyåbles all mãlure wlthin 6 months.

l6
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Note 15, Gontingent llabilities
The Company has nol been involved in any legal or linancial disputês in 20i6.

Note 16. Related party transactions
Purcha¡es of sew¡cês from r€lated partles:

Amounls ln NOK

2016

Kyllingstad, Kleveland Advokatlirma DA

'

(')

3 843

2015
2 900

The Managing Pârtner of Kyllingstad, Klevoland Advokatfirma DA was a Eoard Member of OKÊA through

2016.

Note 17. Events after the balance sheet date
No events have taken plsce åf{er the balance sheet date thatweuld have affecled the fìnancial statements
or any assëssments carried out.

l7
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To the Ge¡reral Meeting of OKEAAS

f r r<.t'n¡;er

rrfe

¡r

f

'lT

r ¡ *Jf ¡'r"*

¡'

s

f"k:f- *

¡'f

Report ontheAudít of the Financial Statements
l-};rlrttr;rr
We have audited the financial statements of Otr(EA AS showing a loss of NOK r eoz ooo. The financial
staternents comprise the balance sheet as at 3r December aor6, the income statemeÌrt for the year tlen
ended, and notes to the fi¡rancial statements, including a summary of signiÊcant accounting policies.

In our opinion, the accompanying financial statements are prepared in aecordance with law and
regulations and give a true and fair view of the financial position of the Company as at gr December
zoró, and its financial performance for the year then ended in accordance with the Norwegian
AccountingAct and accounting standards and practicee generally accepted in Norway.

lirni.s.fi;r' f)¡ i;r ltr.;,r r
We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standa¡ds on ¡uditing GSAs). Our
responsibilities under those stanilards are further descríbed in tle¡{udifor's Responsibilítíesfor the
Audít of the Financial Statemenfs section of our report. We are independent of the Company as
required by laws and regulations, and we have fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit eviilence r{e have obtained is sufficient and
appropriate to provide a basis for our opinion,

{,}lln:r" íirfi i¡'rncf i+rr
Management is responsible for the other information. The other information comprises the Board
Directors' report, but does not include the financial statements and our auditor's report tlereon.

of

Our opinion on the financial etatements does not eover the other information and we do not express
any form of assurance conclusion thereon.
In counection with our audit of the financial statements, our responsibilþ is to read tle other
iuformation and, in doing so, consider whether the otler information is materially inconsistent with
the ñnancial statements or our knowledge obtained in tle audit or otherwise appears to be materially
misstated.

If, based on the workwe have performed, we eonclude that there is a material misstatement of tìis
other information, we are r€quired to report that fact. We have notbing to report ir thi6 regârd,

PrícauaterhouseCoopers AS, Kanolsletfo 8, Postboks 9ot4, NA-4o68 Stauanger
T: ozgt6,org,no.: 987 oog ZßUAA r¡lr',¡r.prr.rc.no
State authorísed publÌcawuntants,members of TheNonuqiøn Instintte of PublicAccountants, ønd.øuthorísed

awuntíngfirm
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Independent Auditor's Report - OKEA AS

Å

wc
ilr.J'¡;r¡siJ.riiif ri:.r o/
i¡;'i¡¡¿

¡

¡:¡'¡i¡i 5f

¿¡ f c:r

'l",irr' ß¡x¿¡'rl

ir¡'Jlii'r-'r{*;s

¿¿¡¡rl f J¡r.

i\,f*r;i<lçi:itr I)i:'<.,*.:lrlr'.;"ì;i'iilr

¡i¿:l¡i"s

The Board of Directors ånd the Managing Director (management) are responsible for the preparation
in accordance with law and regulations, including fair presentation ofthe financial statements in
accordance with the Norwegian Accounting Act and accounting standards anil practices generaþ
accepted in Norway, and for such internal control as management deterurines is neccssary to enable
the preparation of financial statements that åre free from material misstatement, whether due to fraud

or erTor.
In preparing the financial statements, management is responsible for ur"sssing the Compan/s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern. Tbe
financial statements use the going concern basis of accounting insofar as it ie not likely that the
enterprise will cease operations.
,.n¡rr.lil¡¡r'.s Ji*r.:J¡¡r¡tsiJ¡¡liINi..i.li¡r'

flur..¡{i¡¡jil r;y''íirc fiiirrri;li'ir¡l Íik¡Jt::;r¡l¡fs

Our objectives are to obtain reasonable assurance about whether the financial stat€ments âs a whole
are free from material misstatement, whether due to fraud or erro¡ and to issue an audilor's report
that includes our opinion. Reasonable assurance is a high level ofaseurance, but is not a guarantee
that an audit conclucted in accordance wifJr laws, regulations, and auditing standards and practices
generally accepted in Norwa¡ including ISAs will always detect a material misstatement when it
exists. MÍsstatements can arise from fraud or error and are considered material Íf, individually or in
aggregate, they could reasonably be expected to influence the economic decisíons of users taken on the
basis of these financial statements,
As part of an audit in accordance with laws, regulations, and aucliting standards and practices
generally accepted in Norwa¡ including International Standards on Auditing (ISAs), we exercise
professional judgment and maintain professional scepticism throughout the åudit. We elso:

.

.
.
.

identifu and assess the risks of material miõstatement of the financial statements, whether due
to fraud or error. We design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufñcient and appropriate to provitle a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, a6 fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or tùe override of internal control.
obtain an understanding ofinternal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on ttre effectiveness of the Company's internal control.
evaluate the appropriateness ofaecounting policies used and the reasonableness ofaccounting
estimates and related disclosures made by malagement.
conclude on the appropriateness ofmanagement's use ofthe goingconcern basis ofaccounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conûitions tiat may cast significant doubt on the Company's ability to continue as a
going concern. Ifwe conclude that a material uncertainty e:rists, we âre required to draw
attention in our auditot's report to the related tlisclosures in tle financial statements or, if
such diselosures are inadeguate, to modify our opinion. Our conclusions are based on the

(z)
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Independent Auditor's Report - OKEAAS

å

pwc
audit evidence obtained up to ttre date ofour auditor's report, However, firture events or
conditions may câuse th€ Company to cease to continue as a going concern.

.

evaluatethe overallpresentation, structure and content ofthe financial statements, including
the disclosures, and whetler the financial statehents represent the underþing transactÍons
and events in a manner that achieves fair presentation.

We communicate with the Board of Directors regarding, among otlrer matters, the planneil scope and

timing ofthe audit and signíficant audit findings, including any significant deficiencies in internal
control that we identiþ during our audit

Report on Other Legal and Regulo,tory Requirements
{.

;}

riii

tì r:r

¿

¡¡i ! i¡¿. li¡.,u ¡'¡j r ;¡' f iii'r'<:llx's'

i'e.¡

v.'r'l

Based on our audit ofthe financial statements as described above, it is our opinion tlat ttre
information presented in the Board of Directors' report concerning the ñnancial statements, the going
concern assumption, and the proposal for the coverage ofthe loss is consístent with the financial

stetements and complies with the law and regulations.
{

}¡:iii rrrri lllr

Jll'<"¡l¡;J

¡r¡l

i.t t t

¡

t¡

¡ t

qî

Jk

¡r'¡¡ni<,1¡tr;iir

¡l

Based on our audit ofthe financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) gooo, Assurance Engagements Other than Audits or Revieuss of Hístorical Fínancial
Itformation, it is our opinion that management has fulûlled its alutyto produc€ a proper and clearþ
set out registration and documentation of the company's accounting information ín accordancre witl
the law antl bookkeeping standards and practices generally accepted in Norway.

Stavangeç 19 May aol7

AS

Slettebø
State Authorised Public

(Norway)

ß)
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Slratþdlnkbraþt

Saksbehandlcr

Deros dâlo

Vår dato

Torctein Kinden Holleland

23.02.201 6

29.02.2016

ïelsfon

Dc¡os rcferanec

Vår

22078139

Erik Haugano

roforanrc
201t170074

OKEAAS
Ferjemannsveien l0
7042 TRONDHEIM

Tillatelse til å utarbeide årsregnskap og årsberetning på engelsk språk for
Okea AS, org. nr. 915 419 962
Vi viser til deres brev av 23. februar 2016 der det søkes om dispensasjon fra kravet
årsregnskap og årsberetning på norsk språk for Okea AS.

til

å ut¿rbeide

Skattedirekloratet gir på bakgrunn av en konkret helhetsvurdering Okea AS dispensasjon fra kravet
å utârbeide årsregnskap og årsberetning på norsk språlq jf. regnskapsloven g 3-4 tredje ledd.
Dispensasjonen forutsetter at opplysningene som vedtaket baserer seg på ikke endres vesentlig.

til

Kopi av dette brevet må sendes Regnskapsregisteret i Brønnøysmd sammen rned årsregnskapet.
Det påligger den regnskapspliktige å dokumentere ved dette brev at tillatelsen er gitt.

Bakgrunn
Okea AS er et nystartet oljeselskap. Selskapets hovedaldivitet er å delta i utbygging og
produksjon av olje og naturgass på norsk sokkel. Selskapets hovedaksjonær er Azinor Production
Limited. Selskapets arbeidsspråk er engelsk. Selskapet opererer innen oljebransjen, der engelsk er
det klart dominerende sprfüet. Alle sentrale aklører og samarbeidspartnere innen denne bransjen
behersker og benytter engelsk. En norsk oversettelse vil kun ha til formål å oppfylle
regnskapslovens sprfükrav.

Skattedirektoratets lurderÌng
Etterregnskapsloven $ 3-4tredje ledd skal "årsregnskapet og årsberetningen ... være på norsk.
Departementet kanved ... enkeltvedtak bestemme at årsregnskapet og/eller årsberetningenkøn
være

på et annet språk."

I Ol prp. m. 42 (I997-L998) Om lov om årsregnskap m.v.! er det uttalt følgende om
regnskapslovens fonnåI, jf. pkt. l. 1:
"Regieringen har som síktemål at regnshapsloven skal btdra til inþrmative regnskaper
ulilee grupper av regnskapsbntkere. Regnskapsbrukerne er dels

þr

investorq ogkreditorer som

tilfø'er kapital tilforetakene, og dels andre gntpper som har intercsse av å vite hvordan
þretaket drives, f.eks. de ansatte og lokalsamfitnnet Infot'masjonen tilkapitalmarkedet skal

Postâdråâsâ

Borsksadresec:

Pos6oks 9200 Gr¡nland

So

0134
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gi gnmnlagfor ribtig prising av finansielle objeWer. Riktig prisdannelse på aksjer er en
þnttsetningþrat ressursbtuken i samfimnsøkonomien skal bl¡ best mulig. Gode regnskaper
vil også gjøre det vanskeligereþr markedsdeltakere å ta ut spekulasjonsgevinster med basis

i

skjevt

I

fordelt inþrmasj on. "

Det fremgår således at et av hovedfonnålene med regnskapsloven er å bidratil "informative
regnskaper for ulike grttpper av rcgnskapsbn¿kere" . Regnskapsbrukere vil omfatte, jf. uttalelsen
proposisjonen, blant andre investorer, kreditorer. ansatte og lokalsamfunnet.

i

Det er etter Skatledirektoratets vurdering derfor avgjørende ved vurdering av om dispensasjon fra
kravet til å utarbeide årsregnskap og/eller årsberetning på norsk kan gis, at det ikke foreligger
rnulige brukere av regnskapsinformasjon som blir vesentligbertt negativt ved en eventuell
dispensasjon.

Det er særlig hensynet til brukerne av regnskapsinformasjon som skal vurderes ved en
dispensasjonssøknad. I denne vurderingen har Skattedirektoratet lagt sædig vekt på at selskapet er
eid av et utenlandsk selskap. Eierkretsen er begrenset. Selskapet opererer innen oljebransjen, der
engelsk er det kla¡t dominerende sprfüet. Videre er det vektlagt at selskapet driver virksomhet i en
bransje der alle sentrale akører behersker og benytter engelsk sprfü.
Vennligst oppgi vår referanse ved henvendelser i saken.

Med hilsen

Rune Tystad

seniorrådgiver
Rettsavdelingen, foretaksskatt
Skattedirektoratet
Torstein Kinden Helleland

Dohxnentet er elektronisk godlg'ent og har derfor tkkz hfuidskrevne signaturcr
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APPENDIX C:
QUARTER 1 FINANCIAL REPORT 2019

2019Q1
Quarterly Report

okea.no

First quarter 2019 summary
Highlights








OKEA reported total operating income of NOK 764 (2) million.
Profit from operating activities of NOK 175 (-18) million for the first quarter 2019.
Net profit / loss (-) was NOK 3 (0) million.
The Gjøa license operator, Neptune Energy Norge, submitted development plans for the P1 project.
Estimated overall capital expenditure of the Project is NOK 4 732 million, whereas OKEAs part (12%)
is NOK 568 million.
OKEA was awarded four new licenses on the NCS under the Award in Pre-Defined Areas (APA) for
2018, whereof three of them as operator.
OKEA AS has in the quarter farmed into a 50% working interest and operatorship on PL958. PL958
is located 10 km east of the Draugen Field, where OKEA is operator, and east of PL1001 where
OKEA is partner. The acreage is in the exploration phase.

(All amounts in brackets refer to corresponding period previous year)

Financial and operational summary
Unit
Revenue from crude oil and gas sales

Full year
2018

Q1 2018

NOKm

748

2

150

1)

NOKm

413

-13

149

Net profit / loss (-)

NOKm

3

0

-156

Cash flow from operations

NOKm

494

-14

235

Cash flow from investments

NOKm

-266

2

-2,257

Draugen

Boepd 2)

8,637

N/A

10,898

Gjøa

Boepd 2)

10,488

N/A

11,108

Ivar Aasen

Boepd 2)

373

369

363

Total net production

Boepd

2)

19,498

369

22,369

Production expense per boe 3)

NOK/boe

82.1

72.0

118.7

Realized Liquids price

USD/boe

56.2

46.6

67.8

Realized Gas price

USD/scm

0.24

0.23

0.29

EBITDA

1)

Q1 2019

EBITDA is defined as earnings before interest and other financial items, taxes, depreciation, depletion, amortization and
impairments

2)

Boepd is defined as barrels of oil equivalents per day (Full year 2018 for Draugen and Gjøa includes December figures only)

3)

Production expense per boe is production expense based on produced volumes divided by number of barrels of oil equivalents
produced in the corresponding period
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Financial review
Statement of Comprehensive Income
(All amounts in brackets refer to corresponding period previous year)
Q1 2019 is the first quarter that includes activities from Draugen and Gjøa for a full quarter, and all the financial
statement line items on operating income and expenses are largely influenced by this fact.
Total operating income for Q1 2019 amounted to NOK 764 (2) million. The accounting principle for over- and
underlift was changed in the first quarter 2019 to the traditional Sales Method. Under the new accounting
principle, over- and underlift are measured at production cost (including depreciation) and presented as part of
“Total operating expenses” under “Changes in over/underlift positions and production inventory”. Changes in
other operating income was previously reported as part of “Total operating income”. This principle represents
the traditional Sales Method. This change will result in more volatile results in the various quarters, especially
on Draugen due to few liftings. In addition, the Company has reclassified change in inventory of petroleum
production, see note 16, from production expenses to “Change in over/underlift positions and production
inventory”. Figures in comparative periods have been restated. See further details in Note 3 to the interim
financial statements.
Other operating income / loss (-) amounted to NOK -6 (0) million related to costs and value adjustments of oil
options.
An amount of NOK 22 (0) million was recognised as income on YME compensation for contract breach during
Q1 2019 when the partners agreed with the counterparty on the final amount of expense and legal costs to be
deducted from the compensation previously recognised in 2018.
Exploration expenses amounted to NOK -12 (-11) million in the quarter, reflecting the activities in the
exploration phase, mainly related to field evaluations on Grevling.
Production expenses were NOK 144 (2) million, equating to 82 (72) NOK/ boe.
Impairments amounted to NOK 36 million and is related to technical goodwill as described in note 9.
Employee benefit expenses were NOK 9 (11) million and Other operating expenses amounted to NOK 21 (4)
million and both represent OKEA’s share of costs after allocations to license activities.
Net profit for the period was NOK 3 (0) million after net financial expenses of NOK 37 (-5) million and tax
expenses of NOK 135 (-13) million. The effective tax rate was 98% (96%). The high tax rate in Q1 2019 was
caused by impairment of technical goodwill which does not carry deferred tax and effect of financial items which
is taxed at a lower rate than 78%. The effect of uplift resulted in an offsetting effect in Q1 2019. In Q1 2018 the
high tax rate was mainly due to the effect of uplift.

3

Statement of financial position
(All amounts in brackets refer to 31 December 2018)
At the end of first quarter 2019, total assets amounted to NOK 10 301 (10 022) million. The significant increase
since the first quarter 2018 is due to the acquisition of the interests in the Draugen and Gjøa assets, as well as
investments in the Yme New Development project.
Goodwill amounted to NOK 1 436 (1 472) million and the reduction is caused by impairment of technical
goodwill as described in note 9.
Right-of-use assets were recognised for the first time this quarter caused by implementation of IFRS 16, at a
net value of NOK 190 million and the corresponding Lease liability under non-current liabilities and current
liabilities amounted to NOK 190 million. See further details in Note 3 to the interim financial statements.
Cash and cash equivalents amounted to NOK 586 (395) million. Restricted cash was NOK 142 million and was
related to the bond loans as described in the Annual Report 2018. The amount of restricted cash in the first
quarter of 2018 was NOK 860 million and relates mainly to proceeds from bond loan to finance YME
development.
Spare parts, equipment and inventory amounted to NOK 228 (316) million and the reduction was mainly caused
by realization of oil inventory at Draugen in the first quarter that was acquired and measured at fair market
value as part of the Shell transaction in 2018.
Provisions for asset retirement obligations amounted to NOK 3 888 (3 859) million increased due to unwinding
of discount.
Interest-bearing loans and borrowings were NOK 2 506 (2 529) million and decreased due to movement in the
USD/NOK exchange rate.
Lease liability effect from application of the new accounting standard on Leasing, IFRS 16 is split into noncurrent and current liability NOK 144 (0) million and NOK 46 (0) million, respectively.
Trade and other payables amounted to NOK 1 086 (1 145) million decreased mainly because of reduction in
accrued consideration from acquisitions of interests in licenses and other accrued expenses as shown in note
17.

Statement of Cash flows
(All amounts in brackets refer to corresponding period previous year)
Net cash flows from operating activities was NOK 494 (-14) million. The change was mainly caused by the
acquired assets Draugen and Gjøa which OKEA had for the first full quarter.
Net cash flows from investment activities was NOK -266 (2) million, of which investments in Oil & Gas
Properties amounted to NOK -165 (-46) million for the quarter, mainly related to the Yme New Development
and the modification project on Draugen.
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Net cash flow from financing activities totalled NOK -36 (104) million, reflecting interest paid in Q1 2019 and
net proceeds from share issues in Q1 2018.

Operational review
OKEA produced 1.8 (0.33) mmboe in the first quarter of 2019, corresponding to 19,498 (369) boepd. The
average realized liquid price was USD 56.2 (46.6) per barrel, while gas revenues were recognized at market
value of USD 0.24 (0.23) per standard cubic metre (scm). The price fluctuation between quarters for liquids is
mainly due to change in product mix.

Draugen (Operator, 44.56%)
First quarter production from Draugen was 8,637 boepd net oil to OKEA. This represents an underlying
reduction of approximately 8 percent compared to fourth quarter 2018 and was caused by planned shutdown
for piping replacement in January and February. The piping replacement project was executed in a safe and
efficient matter.
In 2019 Draugen has plans to change out Christmas trees on two wells, and there will be a five days shutdown
to upgrade the control system in Q2.

Gjøa (Partner, 12.00%)
The Gjøa license operator, Neptune Energy Norge, submitted development plans for the P1 project during the
first quarter. This is a re-development of the P1 segment of the Gjøa field. First production is expected in late
2020/early 2021. Total recoverable resources are estimated to be 32.6 million barrels of oil equivalents (boe).
P1 is expected to yield around 24,000 boe/d at maximum production. Estimated overall capital expenditure of
the Project is NOK 4 732 million, whereas OKEAs part (12%) is NOK 568 million.
First quarter production from Gjøa was 10,488 boepd net to OKEA. This represents an underlying reduction of
approximately 6 percent compared to fourth quarter 2018, and was caused by field decline, as well as an
unplanned shutdown on the St.Fergus terminal.
In 2019 there is a planned tie in in August which requires a field shut in. In addition, a light well intervention
campaign for well B1 is planned which will cause reduced production.

Ivar Aasen (Partner, 0.554%)
The Ivar Aasen field is developed in coordination with the Edvard Grieg field, which provides Ivar Aasen with
power, processing and export solutions. Production from Ivar Aasen reached 373 boepd net to OKEA in the
first quarter, representing a decrease of one percent from the previous quarter.
Two new oil producers are planned to be drilled at Ivar Aasen this year. D-18 is a horizontal oil producer with
sand screens and fishbones in the Aluvial fan formation and D-15 is a multilateral well with two branches
completed with sand screens in the Skagerak 2 formation.
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Development projects
Yme (Partner, 15.00%)
The Yme field in the Egersund Basin was discovered by Statoil in 1987 and was put in production in 1996. The
field is located, in water depth of 93 meters. Yme ceased production in 2001 after having produced 51 mmboe,
as operation was no longer profitable. In 2015, OKEA initiated the “Yme New Development” project and in
2018 a new PDO was approved by the authorities.
The Yme field is being developed with a jack-up MOPU equipped with processing facilities. This will be
connected to the existing MOPUSTOR tank, and oil will be exported by tanker.
The PDO was delivered in December 2017 and approved by the authorities in March 2018. The project is on
track towards first oil in 1H 2020, and the maximum plateau oil production rate is estimated to be approximately
38.000 boepd.

Exploration licenses
OKEA was awarded four licences in the APA 2018 round, announced by the Norwegian Ministry of Petroleum
and Energy on 15. January 2019, three of which as operator. In addition, an operated 50% working interest in
PL958, east of the Draugen field, was transferred from Shell to OKEA. There was no consideration, but OKEA
covered the costs in the interim period with an amount of NOK 1 million. These new licences strengthen OKEA’s
portfolio of potential upcoming development projects, as well as providing significant exploration opportunities
near to the existing Draugen production hub.
PL973 is an exploration licence south of Grevling and Storskrymten which can provide future resources to the
planned joint development project. PL1001 is operated by ConocoPhillips and lies north of the Draugen field
and adjacent to PL958; both licences provide exploration opportunities which can build on OKEA’s knowledge
of the Draugen area and provide future resources for the Draugen platform. It is planned to acquire 3D seismic
data in all three licences.
PL1003 includes what is interpreted by OKEA and partner company Wellesley Petroleum as a significant
missed gas discovery, Mistral, from a 1980s exploration well. 3D seismic data will be acquired.

Grevling / Storskrymten (Operator, 55.00% / 78.57%)
The Grevling discovery has been matured and the licence partnership has concluded to work with a Mobile
Offshore Production Unit as the preferred solution. The neighbouring Storskrymten discovery, which was
licensed to OKEA as operator in the APA 2018 round, is planned to be jointly developed as part of the Grevling
project.
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Health, safety and the environment (HSE)
Securing an accident free environment has the highest priority in all OKEA’s operations and activities. The
company had no serious incidents during the first quarter and has maintained the good HSE records.
Post Draugen operatorship transfer, OKEA works, among other things, to further improve and develop the
management system and working processes. The “transfer process” is well passed and OKEA is now in the
“transformation process”. This includes working towards alignment and standardisation in accordance with
common industry practice and regulatory requirements on the Norwegian Continental Shelf.
Sustainable energy and resource management is an integral part of OKEA’s HSE objectives. OKEA has during
the first quarter established a long-range plan for Draugen, emphasising OKEA’s strong HSE engagement,
including commitment to reduce and to minimise the impact on the external environment from the Draugen
production processes.

Outlook
OKEA prepares for its first drilling operation targeting further upside potential within and surrounding the
Draugen field, and the company has secured the semi-submersible rig Deepsea Nordkapp to drill two wells in
the Draugen field area. The drilling operation is expected to commence in Q4 2019. The planned drilling
program is a step in realizing the ambition of enhanced oil recovery from the Draugen field and prolonged
production from the Draugen platform.
On 11 April 2019, OKEA retained Pareto Securities AS, SEB and SpareBank 1 Markets AS as Co-Lead banks
in connection with the contemplated listing of the company’s shares on the Oslo Stock Exchange. The listing
could take place during first half of 2019 and could involve OKEA raising new equity to finance additional
growth.
The YME new development project is progressing according to plan and on track for first oil in Q2 2020.
Going forward, the company will continue to pursue selective growth opportunities which will enhance
production and grow profitable business.
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Financial
Statements
with notes
Q1 2019

Quarterly Report Q1 2019

Statement of Comprehensive Income
Note

Q1 2019
(unaudited)

Q1 2018
(unaudited)

748 115
22 098
-5 985
764 228

2 314
2 314

149 761
115 000
44 326
309 087

-144 106
-164 585
-12 402
-201 359
-36 354
-9 227
-20 924

-2 390
14 022
-11 211
-5 883
-11 033
-4 317

-96 714
133 318
-74 782
-100 066
-34 183
-87 899

-588 958

-20 811

-260 326

175 270

-18 498

48 761

52 894
-89 838

29 101
-23 905

17 300
-366 263

Net financial items

-36 944

5 197

-348 963

Profit / loss (-) before income tax

138 326

-13 301

-300 202

-134 960
3 366

12 815
-486

144 488
-155 715

Amounts in NOK `000

Revenues from crude oil and gas sales
YME compensation contract breach
Other operating income / loss (-)
Total operating income
Production expenses
Changes in over/underlift positions and production inventory
Exploration expenses
Depreciation, depletion and amortization
Impairment
Employee benefit expenses
Other operating expenses

6
6
6

8
9

Total operating expenses
Profit / loss (-) from operating activities
Finance income
Finance costs

Income taxes
Net profit / loss (-)

10
10

7

Restated
Year 2018

Other comprehensive income:
Total other comprehensive income
Total comprehensive income / loss (-)
EBITDA

-

-

-

3 366

-486

-155 715

412 984

-12 615

148 827
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Statement of Financial Position
Note
Amounts in NOK `000

31.03.2019
(unaudited)

31.03.2018
(unaudited)

Restated
31.12.2018

ASSETS
Non-current assets
Deferred tax assets
Goodwill
Exploration and evaluation assets
Oil and gas properties
Buildings
Furniture, fixtures and office equipment
Right-of-use assets
Other non-current assets

7
9

1 436 073
9 320
3 991 123
91 344
7 511
189 541
2 778 951
8 503 863

89 456
8 057
5 752
716 864
216
8 875
829 219

1 472 428
6 324
4 022 321
92 501
3 407
2 754 237
8 351 218

13
16
14
14

840 921
228 154
142 123
585 949
1 797 146
10 301 010

132 084
859 633
121 230
1 112 946
1 942 165

912 159
315 500
48 327
394 670
1 670 656
10 021 874

12

8 220
1 624 104
1 754
-174 015
1 460 064

3 715
595 991
157
-22 153
577 711

8 220
1 624 104
1 361
-177 381
1 456 304

15
3, 19
7
18

3 888 000
144 034
886 005
2 505 875
7 423 915

321 168
918 091
1 239 259

3 859 308
861 636
2 528 589
7 249 534

17
7
3, 19

1 086 437
265 720
45 544
1 141
15 311
2 878
1 417 031
8 840 946
10 301 010

116 145
1 141
2 374
5 535
125 195
1 364 454
1 942 165

1 145 923
155 722
1 141
9 840
3 410
1 316 036
8 565 570
10 021 874

8
8
8
3, 8
11

Total non-current assets
Current assets
Trade and other receivables
Spareparts, equipment and inventory
Restricted cash
Cash and cash equivalents
Total current assets
TOTAL ASSETS
EQUITY AND LIABILITIES
Equity
Share capital
Share premium
Other paid in capital
Accumulated loss
Total equity
Non-current liabilities
Provisions
Lease liability
Deferred tax liabilities
Interest-bearing loans and borrowings
Total non-current liabilities
Current liabilities
Trade and other payables
Income tax payable
Lease liability - current
Shareholder loan
Public dues payable
Provisions, current
Total current liabilities
Total liabilities
TOTAL EQUITY AND LIABILITIES
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Statement of Changes in Equity
Amounts in NOK `000
Equity at 1 January 2018
Net profit / loss (-) for the year
Capital reduction (equity restructuring)
Share issues, conversion of debt (equity restructuring)
Share issues, cash
Share based payment
Equity at 31 December 2018

Equity at 1 January 2019
Net profit / loss (-) for the period
Share based payment
Equity at 31 March 2019

Share
capital

Share
premium

Other paid in Accumulated
capital
loss

24 738

470 755

-

-23 300
1 687
5 095

-452 590
474 203
1 131 736

8 220

1 624 104

1 361
1 361

8 220

1 624 104

1 361

8 220

1 624 104

394
1 754

-21 667
-155 715

-177 381

-177 381
3 366
-174 015

Total
equity
473 827
-155 715
-475 890
475 890
1 136 831
1 361
1 456 304

1 456 304
3 366
394
1 460 064
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Statement of Cash Flows
Q1 2019
(unaudited)

Q1 2018
(unaudited)

Cash flow from operating activities
Profit / loss (-) before income tax
Income tax paid/received
Depreciation, depletion and amortization
Impairment goodwill
Accretion ARO
Interest expense
Change in trade and other receivables, and inventory
Change in trade and other payables
Change in other non-current items
Net cash flow from / used in (-) operating activities

138 326
201 359
36 354
3 977
54 417
158 584
-72 157
-26 838
494 024

-13 301
5 883
1 500
-11 876
49 049
-45 221
-13 966

-300 202
20 885
100 066
10 078
145 082
-602 224
693 180
168 563
235 428

Cash flow from investing activities
Investment in exploration and evaluation assets
Business combination, cash paid
Investment in oil and gas properties
Investment in buildings
Investment in furniture, fixtures and office machines
Investment in (-)/release of restricted cash
Net cash flow from / used in (-) investing activities

-3 588
-164 843
-4 105
-93 796
-266 332

-46 366
48 166
1 800

-573
-2 725 220
-386 526
-1 001
-3 196
859 472
-2 257 043

Cash flow from financing activities
Net proceeds from borrowings, bond loan
Net proceeds from borrowings, exploration loan
Repayment of borrowings, exploration loan
Interest paid
Net proceeds from share issues
Net cash flow from / used in (-) financing activities

-36 413
0
-36 413

103 787
103 787

1 399 065
37 650
-40 000
-143 403
1 133 365
2 386 677

Net increase/ decrease (-) in cash and cash equivalents

191 278

91 621

365 062

Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

394 670
585 949

29 609
121 230

29 609
394 670

Restricted cash at the end of the period

142 123

859 633

48 327

Restricted and unrestricted cash at the end of the period

728 071

980 862

442 997

Amounts in NOK `000

Restated
Year 2018
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Notes to the interim financial statements
Note 1 General and corporate information
These financial statements are the unaudited interim condensed financial statements of OKEA AS for the first quarter of 2019. OKEA AS (“OKEA”
or “the Company”) is a limited liability company incorporated and domiciled in Norway, with its main office located in Trondheim.

The Company’s aim is to contribute to the value creation on the Norwegian Continental Shelf with cost effective development and operating
systems.
In the 2018 Application in Predefined Areas Licensing round announced in January 2019 the company was awarded the following interests:
- PL972: 30% as operator
- PL974: 78.57% as operator
- PL1001: 20% as partner
- PL1003: 60% as operator

Note 2 Basis of preparation
The interim accounts have been prepared in accordance with IAS 34 Interim Financial Reporting. The interim accounts do not include all the
information required in the annual accounts and should therefore be read in conjunction with the annual accounts for 2018. The annual accounts
for 2018 were prepared in accordance with the EU`s approved IFRS.
The interim financial statements were approved for issue by the company's Board of Directors on 6 May 2019.

Note 3 Accounting policies
The accounting policies adopted in the preparation of the interim accounts are consistent with those followed in the preparation of the annual
accounts for 2018. In addition the Company has adopted the IFRS 16 Leases effective from 1 January 2019.
IFRS 16
As described in the company’s annual financial statements for 2018, IFRS 16 Leases entered into force from 1 January 2019. The implementation
resulted in almost all leases being recognised on the balance sheet, as the distinction between operating and finance leases is removed. Under
the new standard, an asset (the right to use the leased item) and a financial liability to pay rentals are recognised. The only exceptions are shortterm and low-value leases.
The Company adopted the standard using the modified retrospective approach. The implementation had no impact on net equity and resulted in
an increase of NOK 198.4 million in property, plant and equipment with a corresponding increase in liabilities, of which NOK 152.9 million is
classified as non-current liabilities and NOK 45.5 million is classified as current liabilities.
The Company has applied a gross presentation related to leasing contracts entered into as licence operator.
Change in accounting principle for valuation and presentation of overlift and underlift
The company has previously used a variant of the sales method where changes in overlift and underlift balances have been valued at its net
realizable value and the change in over/underlift has been included as “other income”. Due to recent development in IFRIC discussions, the
company has decided to change to the traditional sales method from 1 January 2019. This means that changes in over/underlift balances are
measured at production cost including depreciation and presented as an adjustment to cost. There was no impact on the restatement due to
change in the accounting principle recorded for Q1 2018.
The following table shows the effects for the YTD 2018 figures.

Amounts in NOK `000
Accounting line
Other operating income
Production expenses
Changes in over/underlift positions and production inv.
Depreciation, depletion and amortization
Trade and other receivables
Income taxes
Deferred tax liabilities
Accumulated loss

Audited
2018
88 747
-18 347
0
-57 297
944 397
119 342
886 782
-170 289

Restated
2018
44 326
-96 714
133 318
-100 066
912 159
144 488
861 636
-177 381

Change
-44 421
-78 366
133 318
-42 769
-32 238
25 146
-25 146
-7 092

Other accounting principles
Except for the changes described above, the accounting policies applied in the preparation of the interim accounts are
consistent with those followed in the preparation of the annual accounts for 2018.
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Note 4 Critical accounting estimates and judgements
The preparation of the interim accounts entails the use of judgements, estimates and assumptions that affect the application of accounting
policies and the amounts recognised as assets and liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be reasonable under the circumstances. The actual results may deviate from these
estimates. The material assessments underlying the application of the company's accounting policies and the main sources of uncertainty are the
same for the interim accounts as for the annual accounts for 2018.

Note 5 Business segments
The Company’s only business segment is development and production of oil and gas on the Norwegian Continental Shelf.

Note 6 Income
Brekdown of petrolemum revenues
Amounts in NOK `000
Sale of liquids
Sale of gas
Total petroleum revenues
Sale of liquids (barrels of oil equivalent)
Sale of gas (barrels of oil equivalent)

Q1 2019
570 161
177 954
748 115
1 259 259
584 954

Q1 2018

Year 2018

24
2 290
2 314
1 113
7 877

58 550
91 211
149 761
171 939
232 701

-

115 000
37 212
7 114
159 326

Other operating income
YME compensation contract breach*
Gain / loss (-) from put options, oil
Sale of licenses
Total other operating income/loss (-)

22 098
-5 985
16 113

* The compensation recognized in Q1 is based on the final amount received in Q1 2019. For further information refer to the 2018 Annual Report.

Note 7 Taxes
Income taxes recognised in the income statement
Amounts in NOK `000
Change in deferred taxes
Taxes payable
Tax refund current year
Tax refund adjustment previous year
Total income taxes recognised in the income statement

Q1 2019
-24 369
-110 591
-134 960

Q1 2018
3 940
8 875
12 815

Year 2018
-494 048
638 370
166
144 488

Reconciliation of income taxes
Amounts in NOK `000
Profit / loss (-) before income taxes
Expected income tax at nominal tax rate, 22% (2018: 23%)
Expected petroleum tax, 56% (2018: 55%)
Permanent differences, inclusive impairment of goodwill
Effect of uplift
Financial and onshore items
Effect of new tax rates
Adjustments previous year and other
Total income taxes recognised in the income statement
Effective income tax rate

Q1 2019

Q1 2018

Year 2018

138 326

-13 301

-300 202

-30 432
-77 463
-26 651
6 314
-6 729
-134 960

3 192
7 183
-215
2 740
-85
12 815

69 047
165 111
-965
24 699
-115 606
1 138
1 064
144 488

96 %

48 %

98 %
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Specification of tax effects on temporary differences, tax losses and uplift carried forward
31.03.2019
-1 954 515
1 160 580
-30 197
-99 328
449
37 006
-886 005

Amounts in NOK `000
Tangible and intangible non-current assets
Provisions (net ARO), lease liability and gain/loss account
Interest-bearing loans and borrowings
Current items
Tax losses carried forward, onshore 22%
Tax losses carried forward, offshore 22%
Tax losses carried forward, offshore 56%
Uplift carried forward, offshore 56%
Valuation allowance (uncapitalised deferred tax asset)
Total deferred tax assets / liabilities (-) recognised

31.03.2018
-345 543
247 028
-20 462
-12 124
68 516
119 455
32 587
89 456

31.12.2018
-1 777 715
1 020 694
-39 409
-116 307
51 100
-861 636

Deferred tax is calculated based on tax rates applicable on the balance sheet date. Ordinary income tax is 22%, to which is added a special tax for oil and gas companies
at the rate of 56%, giving a total tax rate of 78%.
Companies operating on the Norwegian Continental Shelf under the offshore tax regime can claim the tax value of any unused tax losses or other tax credits related to its
offshore activities to be paid in cash (including interest) from the tax authorities when operations cease. Deferred tax assets that are based on offshore tax losses carried
forward are therefore normally recognised in full.
There is no time limit on the right to carry tax losses forward in Norway.

Note 8 Tangible assets and right-of-use assets

Amounts in NOK `000

Cost at 1 January 2019
Additions
Removal and decommissioning asset
Cost at 31 March 2019
Accumulated depreciation and impairment at 1 January 2019
Depreciation year to date
Additional depreciation of IFRS 16 Right-of-use assets
presented gross related to leasing contracts entered into as
licence operator
Accumulated depreciation and impairment at
31 March 2019
Carrying amount at 31 March 2019

Oil and gas
properties in
production

3 217 488
36 930
3 254 418
-118 249
-196 041

-314 290
2 940 128

Oil and gas
properties
under
development

923 081
127 913
1 050 994

Buildings

Right-of-use
assets

Total

198 400

92 501

3 428
4 105
7 534

198 400

4 236 499
367 348
4 603 847

-

-1 156

-22
-1

-4 161

-118 270
-201 359

-

-

-

-4 698

-4 698

-

-1 156

-22

-8 859

-324 328

91 344

7 511

189 541

4 279 519

1 050 994

92 501

Furniture,
fixtures and
office machines
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Note 9 Impairment
Impairment tests of goodwill is performed annually or when impairment triggers are identified. In Q1 2019, technical goodwill has been tested for
impairment. Technical goodwill arises as an offsetting account to the deferred tax recognized in business combinations and is allocated to each
Cash Generating Unit (CGU). When deferred tax from the initial recognition decreases, more goodwill is as such exposed for impairments.
Below is an overview of the key assumptions applied in the impairment test as of 31 March 2019:

Currency rates
Year
2019
2020
2021
2022
2023
From 2024

Oil
USD/BOE

Gas
GBP/therm

USD/NOK

65.7
65.4
63.0
61.3
64.1
60.0*

0.45
0.48
0.50
0.52
0.54
0.50*

8.60
8.48
8.35
8.23
8.11
7.99

* Prices in real terms
Other assumptions
For oil and gas reserves future cash flows are calculated on the basis of expected production profiles and estimated proven and probable
remaining reserves.

Future capex, opex and abandonment cost are calculated based on the expected production profiles and the best estimate of the related cost.
For fair value testing the discount rate applied is 10.0% post tax.
The long-term inflation rate is assumed to be 2.0%.
Impairment testing of technical goodwill
For the CGUs Draugen and Ivar Aasen, no impairment is recognized in Q1. For the Gjøa CGU the impairment has been calculated as follows:

Amounts in NOK `000

Gjøa

Net carrying amount
Recoverable amount
Impairment Q1 2019

1 068 602
1 032 248
36 354

The impairment loss of NOK 36.4 million has been recognized to reduce the carrying amount of "technical" goodwill related to the Gjøa acquisition
in November 2018. In Q1 2019, the reduced deferred tax and lower gas prices are the main reasons for the impairment.
Sensitivity analysis
The below table shows the effect on the impairment of goodwill when changing various assumptions, given that the remaining assumptions are
constant. The total figures shown are combined impairment for both CGU Gjøa and Draugen.

Assumptions (NOK '000)
Oil and gas price
Currency rate USD/NOK
Discount rate
Inflation rate

Change
+/- 10%
+/- 1.0 NOK
+/- 1% point
+/- 1% point

Total impairment of CGUs
Increase in assumption
Decrease in assumption
182 069
9 329
70 305
55 767
16 188
22 990
49 119

Note 10 Financial items
Amounts in NOK `000

Q1 2019

Q1 2018

Year 2018

Interest income
Unwinding of discount asset retirement receivable
Put options, foreign exchange
Exchange rate gain
Total finance income

333
24 714
3 514
38 469
67 030

733
28 368
29 101

9 062
8 238
17 300

Interest expense bond loan
Other interest expense
Put options, foreign exchange
Exchange rate loss
Unwinding of discount asset retirement obligations
Other financial expense
Total finance costs

-59 093
-89
-14 136
-28 691
-1 964
-103 974

-19 250
-2
-1 500
-3 152
-23 905

-157 088
-3 844
-28 164
-156 246
-18 316
-2 605
-366 263

-36 944

5 197

-348 963

Net financial items
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Note 11 Other non-current assets
Amounts in NOK `000
Other non-current assets at 1 January 2019 (Indemnification asset)
Additions and adjustments
Unwinding of discount
Total other non-current assets at 31 March 2019

2 754 237
24 714
2 778 951

The amount consist of a receivable from seller Shell. The parties have agreed that Shell should cover 80% of the costs of decommissioning the
acquired oilfields Draugen and Gjøa limited to an agreed cap. The net present value of the receivable is calculated using a discount rate of 3.6%.

Note 12 Share capital
Number of shares
Outstanding shares at 1.1.2019
New shares issued during 2019
Number of outstanding shares at 31 March 2019

Ordinary shares
7 319 389
7 319 389

A ordinary
shares

901 061
901 061

Nominal value NOK per share at 31 March 2019
Share capital NOK at 31 March 2019

Total shares
8 220 450
8 220 450
1
8 220 450

Note 13 Trade and other receivables
Amounts in NOK `000

Accounts receivable and receivables from operated licences
Accrued Yme compensation
Accrued revenue
Prepayments
Working capital and overcall, joint operations/licences
Escrow receivable, Yme removal
Underlift of petroleum products
Other short term receivables
VAT receivable
Tax refund
Total trade and other receivables

31.03.2019
108 544
178 024
53 304
142 392
-1 316
323 140
30 035
6 797
840 921

31.03.2018
16 157
2 611
1 805
10 507
59 488
19 523
1 274
20 719
132 084

31.12.2018
125 072
115 000
89 960
10 127
156 306
901
398 526
16 266
912 159

Note 14 Restricted cash, Cash and cash equivalents
Restricted cash:
Amounts in NOK `000
Bank deposit, restricted, escrow account
Total restricted cash

31.03.2019
142 123
142 123

31.03.2018
859 633
859 633

31.12.2018
48 327
48 327

Cash and cash equivalents:
Amounts in NOK `000
Bank deposits, unrestricted
Bank deposit, employee taxes
Total cash and cash equivalents

31.03.2019
577 511
8 437
585 949

31.03.2018
119 946
1 283
121 230

31.12.2018
388 887
5 784
394 670
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Note 15 Provisions
Total noncurrent

Amounts in NOK `000
Provision at 1 January 2019
Additions and adjustments
Changes in Operator's estimate
Unwinding of discount
Total provisions at 31 March 2019

3 859 308
28 691
3 888 000

Asset retirement obligations
Provisions for asset retirement obligations represent the future expected costs for close-down and removal of oil equipment and production
facilities. The provision is based on the Operator's best estimate. The net present value of the estimated obligation is calculated using a discount
rate of 3%. The assumptions are based on the economic environment around the balance sheet date. Actual asset retirement costs will ultimately
depend upon future market prices for the necessary works which will reflect market conditions at the relevant time. Furthermore, the timing of the
close-down is likely to depend on when the field ceases to produce at economically viable rates. This in turn will depend upon future oil and gas
prices, which are inherently uncertain.

Note 16 Spareparts, equipment and inventory
Amounts in NOK `000
Inventory of petroleum products
Spare parts and equipment
Total spareparts, equipment and inventory

31.03.2019
99 549
128 605
228 154

31.03.2018
-

31.12.2018
188 748
126 752
315 500

Note 17 Trade and other payables
Amounts in NOK `000
Trade creditors
Accrued holiday pay and other employee benefits
Working capital, joint operations/licences
Accrued interest bond loans
Accrued consideration from acquisitions of interests in licenses*
Prepayments from customers
Fair value put options, foreign exchange
Other accrued expenses
Total trade and other payables

31.03.2019
34 721
32 012
471 100
28 921
164 782
183 769
12 050
159 083
1 086 437

31.03.2018
7 191
4 827
54 617
26 771
8 940
13 799
116 145

31.12.2018
76 871
18 965
446 961
10 917
204 782
96 353
15 564
275 509
1 145 923

* The amount is related to the acquisition of a 44.56% interest in Draugen and a 12% interest in Gjøa with A/S Norske Shell in 2018. The review
of the final completion statement prepared by seller is still ongoing. There is uncertainty associated with this estimate, but the company does not
expect the amount to increase.

Note 18 Interest-bearing loans and borrowings
Amounts in NOK `000
Interest bearing loans and borrowings at 1 January 2019, bond loans (OKEA01 and OKEA02)
Amortization of transaction costs, bond loans (OKEA01 and OKEA02)
Foreign exchange movement, bond loans (OKEA01 and OKEA02)
Interest bearing loans and borrowings at 31 March 2019

2 528 589
4 676
-27 390
2 505 875

18

Note 19 Leasing
The Company has entered into operating leases for office facilities. In addition the Company has entered into operating leases as an operator of
the Draugen field for platform supply vessel and associated Remote Operated Vechicle (ROV) upgrade, together with office and warehouse
Draugen.

Amounts in NOK `000
Lease debt 01.01.2019
Accretion lease liability
Payments of lease debt

198 400
2 490
-11 311

Total lease debt at 31 March 2019

189 578

Break down of lease debt
Short-term
Long-term
Total lease debt

45 544
144 034
189 578

Future minimum lease payments under non-cancellable lease agreements
31.03.2019

Amounts in NOK `000

33 934
131 439
107 469
272 842

Within 1 year
1 to 5 years
After 5 years
Total

Future lease payments related to leasing contracts entered into as an operator of the Draugen field are presented gross.

Note 20 Derivatives
Amounts in NOK `000
Premium commodity contracts
Unrealized loss commodity contracts
Short-term derivatives included in assets
Unrealized loss currency contracts
Short-term derivatives included in liabilities

31.03.2019
5 528
-1 938
3 590
12 050
12 050

31.03.2018
-

31.12.2018
15 564
15 564

Note 21 Events after the balance sheet date
There are no subsequent events with significant accounting impacts that have occurred between the end of the reporting period and the date of
this report that are not already reflected or disclosed in these financial statements.
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1

Introduction

The Annual Statement of Reserves and Resources (ASR) is a full overview of the hydrocarbon volumes
entitled to OKEA AS and is prepared for both internal and external stakeholders. The reserves
calculations and reporting are in line with the Listing and Disclosure Requirements for Oil and Natural
Gas Companies as stated by the Oslo Stock Exchange, which again is based the SPE Guidelines for the
reserves and resources reporting, SPE 2007.
The overview in this document is an early version of the ASR 2019, with cut-off date 01.03.2019. It
represents a status update to the ASR 2018 (cut-off date 31.12.2018), taking into account changes to
the resource base since that date, including effects of production in January & February 2019.

2

Classification of Reserves and Contingent Resources

OKEA’s reserve and contingent resource volumes have been classified in accordance with the Society of
Petroleum Engineer’s (SPE’s) Petroleum Resources Management System (PRMS). This classification
system is consistent with Oslo Stock Exchange’s requirements for the disclosure of hydrocarbon
reserves and contingent resources. The framework of the classification system is illustrated in

Table 1.
The reserves and resources estimates are for most cases in line with the RNB (Revised National
Budget) reporting to the Norwegian Authorities, which uses the classification system of the Norwegian
Petroleum Directorate. A comparison between this and the SPE PRMS is shown in Table 2.
For completeness, OKEA also reports the contingent and prospective resource estimates. Both
categories are reported in line with the SPE PRMS.

Table 1: SPE reserves and resources classification system
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Table 2: SPE and NPD classification systems compared
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3

Reserves

OKEA AS has reserves distributed in 4 fields, listed in Table 3. The Project Status Category describes
the maturity for each of the fields and projects. Reserves are essentially volumes in producing assets or
sanctioned projects in proven accumulations, i.e. “Approved for development” indicates field
developments for which the Plan for Development and Operations (PDO) is approved by the Ministry of
Petroleum and Energy.
Table 3: OKEA asset portfolio with reserves
Field/Project

Interest
(%)

Operator

Project Status Category

Comment

Draugen field

44.56%

OKEA

On production

Main proportion of OKEA
reserves

Gjøa field

12.00 %

Neptune

On production

Ivar Aasen field

0.554%

Aker BP

On production

Yme field

15.00 %

Repsol

Approved for development

First oil Q2 2020

The reserves estimates are based on all technical data available including production data, logs, seismic
data, cores, models, decline curve analysis etc. The production numbers and costs are for the most
part in line with the 2019 RNB.
For economic evaluations, the average future oil price assumption is $70/bbl, with a long-term currency
rate of 7.50 NOK/USD. Gas price and NGL prices are set to 60% and 80% of oil price on oil equivalent
basis, respectively. A 2% annual inflation rate is used.
Note that the gas reserves are reported as sales gas, given the actual Gross Calorific Value (GCV), and
not converted to 40 MJ/ Sm3.
The following conversion factors are used:
Oil -

1 Sm3 = 6.29 bbl
1 Sm3 = 1 Sm3 o.e.

Gas -

1000 Sm3 gas = 1 Sm3 o.e.
1 Sm3 = 35.3 Scf

NGL -

1 tonne NGL = 1.9 Sm3 o.e.
1 Sm3 o.e. = 6.29 boe

3.1.

TOTAL RESERVES ESTIMATES

OKEA’s net proven reserves (1P/P90) as of 01.03.2019 are estimated at 45.6 million barrels of oil
equivalents. Total net proven plus probable reserves (2P/P50) are estimated at 54.6 million barrels of
oil equivalents. The reserves figures are adjusted for the effects of production in January and February
2019. The split between liquid and gas and between the different subcategories are given in Table 4.
The reserves numbers are verified by a third party reserves certification performed by AGR Petroleum
Services.
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Table 4: OKEA AS 1P and 2P reserves as of 01.03.2018

2P/P50 (Base estimate)

1P/P90 (Low estimate)
Asset

Interest
(%)

Gross
Oil

Gross
NGL

Gross
Gas

Net oe

Gross oe

(mmboe)

(mmboe)

(mmboe)

(mmboe)

(mmboe)

Gross
Oil
(mmboe)

Gross
NGL
(mmboe)

Gross
Gas
(mmboe)

Gross oe

Net oe

(mmboe)

(mmboe)

Reserves – On Production
Draugen

44.56%

58.3

0.9

0.0

59.3

26.4

66.0

1.1

0.0

67.1

29.9

Gjøa

12.00%

4.2

20.9

48.4

73.5

8.8

7.3

28.3

65.6

101.1

12.1

Ivar Aasen

0.554 %

73.8

3.8

12.5

90.1

0.5

103.9

4.9

16.4

125.2

0.7

Total Net oe
(as of 31.12.2018)

35.7

42.7

Production

-1.0

-1.0

34.7

41.7

Total Net oe
(as of 01.03.2019)

Reserves – Approved for Development
Yme

15.00%

51.9

0.0

0.0

51.9

7.8

63.8

0.0

0.0

63.8

Gjøa - P1

12.00%

8.2

5.1

12.0

25.4

3.0

8.8

5.4

12.6

26.9

Total Net oe
(as of 01.03.2019)

9.6
3.2
12.8

10.8
Reserves – Justified for Development

IAA - infill

0.554%

6.0

0.3

1.0

7.3

Total Net oe
(as of 01.03.2019)

0.0

11.9

0.5

2.1

14.5

0.0

0.1
0.1

Reserves –Total
OKEA Net oe
(as of 31.12.2018)

46.5

55.6

OKEA Net oe
(as of 01.03.2019)

45.5

54.6

For completeness, the corresponding 3P/P10 estimate of net OKEA reserves is 66.6 mmboe.
Production effects that were accounted for are i) difference between prognosed and actual production in
2018, ii) production in January and February 2019. These corrections amount to 0.02 mmboe, 0.33
mmboe and 0.66 mmboe for Ivar Aasen, Draugen and Gjøa, respectively.

3.2.

DEVELOPMENT OF RESERVES

OKEA’s reserves and resources are continually matured through field development work, improvement
of technical subsurface models, acquisitions and production. Table 5 shows how the volumes have
changed since ASR 2018 (31.12.2018). Production stems from the Ivar Aasen, Gjøa and Draugen
assets. The project maturation is related to Gjøa P1.
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Table 5: Reserves Development 31.12.2018 to 01.03.2019

3.3.

DESCRIPTION OF RESERVES

The following chapter describes fields on production and fields approved / justified for development
where OKEA holds a working interest.

3.3.1. Draugen (PL093)
The Draugen field is located in the Norwegian Sea at 250 meters water depth, approximately 140 km
Northwest of Kristiansund, and 30 km east of the Njord field (Figure 1).

Page 7 of 20

OKEA ASR 2019 – Status 01.03.2019

Figure 1: Draugen field location and adjacent area (Norwegian Sea). OKEA operates licences
highlighted in yellow and is partner in PL1001

Discovery
The field was discovered with discovery well 6407/9-1 in 1984, proving oil in the Rogn Formation. This
was the first discovery in Rogn on the Haltenbanken terrace, and initial testing confirmed an oil rate of
more than 8 000 bbl/d.

Reservoir
The oil is located in the Garn and Rogn formations, of which the latter holds approximately 90% of the
reserves. The reservoir quality is extremely good, with average permeability of more than 2 Darcy. The
best well, A-4 A, has the offshore world record oil production rate of 77 000 bbl/d.

Development
The field is developed with a concrete gravity-based structure (GBS), with full oil stabilization and
storage capabilities. Oil is exported by shuttle tankers, and gas is exported through an export pipeline
connected to the Åsgard Transport System (ÅTS).
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The drainage strategy is centrally located production wells, supported by downflank water injectors.
The field was initially developed with 6 platform wells and 1 subsea well and was later supplemented by
a number of subsea wells. Currently 5 platform and 11 subsea are in operation, in addition to 2 subsea
water injectors. The platform wells are gas lifted, while the subsea wells are produced with a subsea
booster pump to lower the tubing head pressure.

Status
The current production on Draugen is in the order of 23 000 bbl of oil and nearly 180 000 bbl of water
per day. 110 000 bbls of water is reinjected to the reservoir, while the rest is discharged to sea with an
oil in water of approximately 20 ppm.
All platform wells are producing except A-5, which is shut in due to high water cut. All subsea wells are
producing, but mostly on cyclic production in order to reduce water cut of the system. Currently, a
campaign to change out the Christmas trees on A-2 and A-3 is planned for the first half of 2019.
Production is continuously analysed and optimized by a production management team.
The reserves estimates are based on the RNB 2019 submission by the former operator, Shell.
Production from mid-2021 onwards, however, was classified as contingent to sanction of a long-term
power project in RNB 2019 (2C resources) which would justify a field lifetime extension to 2027. As the
licence has now taken an FID for this project, these volumes are now included in the 2P reserves. In a
similar fashion, production from economic field lifetime extension to 2035, enabled by cost-cutting
initiatives on Draugen and a feasibility study by Shell in 2018, were included in the 2P reserves.
The OKEA working interest on Draugen is 44.56% and the net OKEA P2/P50 reserves are 29.6 mmboe.
The other licencees are Petoro AS (47.88%) and Neptune Energy Norge AS (7.56%). OKEA has the
ambition to extend the field lifetime to at least 2040, which would add further reserves and allow tie-in
of more resources. Contingent resources on Draugen are related to the Hasselmus discovery and two
infill targets, as described in Section 0.
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3.3.2. Gjøa (PL153)
The Gjøa field lies is a field in the northern part of the North Sea, 50 kilometres northeast of the Troll
field (Figure 18). The water depth in the area is 360 meters.

Figure 2: Gjøa field location (North Sea)

Discovery
The field was discovered by exploration well 35/9-1 / 35/9-1 R in 1989, confirming gas in the Viking
and Brent groups, and oil in the Dunlin Group. Testing confirmed an oil rate of 5 680 bbl/d (Dunlin Fm)
and gas rates of 21.1 and 32.2 MScf/d (Brent and Viking).

Reservoir
The Gjøa reservoir is comprised of the Upper Jurassic Viking Group, and the middle Jurassic Brent and
Dunlin groups. The oil column of 35-45m and the gas column of approximately 200m both have local
variations. The reservoir is compartmentalised in 7 segments, with heterogenous properties caused by
alternating layers of good and poor reservoir sands, silts and shales. As a result, the porosity ranges
from 10 to 27% and the permeability from hundreds of mD to multi-Darcy.

Development
The drainage strategy is managed pressure depletion with concurrent oil rim production. The field is
developed with 11 subsea wells, connected to 5 templates and directed back to a semi-submersible unit
with full oil stabilization capacities. Advanced well technology with branches and zonal control is
implemented, and all wells have multiphase meters and permanent downhole gauges. The oil is
exported through a pipeline to the Mongstad terminal, and the gas is exported though the FLAGS
pipeline to the St. Fergus terminal. In 2017, the production plant was upgraded to handle low pressure
production to boost the reserves on Gjøa. The field is also the first floating platform with power from
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shore, reducing the CO2 emissions by 200 000 tons per year.

Status
The current production has a relatively stable gas rate of more than 0.4 bcf/d and a declining oil rate,
currently at 19 000 bbl/d. All wells are on stream except the C-2 oil well, which has unresolved lift
problems. The main deferment in 2018 was related to St. Fergus terminal maintenance in September.
However, the uptime is high, with an average of 92% in 2018.
The reserves estimate for Gjøa is based on the RNB 2019 submitted by the operator, Neptune Energy,
plus reserves related to the P1 redevelopment project which was sanctioned by the licensees in
February 2019. The OKEA working interest on Gjøa is 12% and the net OKEA 2P/P50 reserves from
Gjøa and P1 are 14.7 mmboe. The other licensees on Gjøa are Neptune Energy Norge AS (operator,
30%), Petoro AS (30%), Wintershall Norge AS (20%) and DEA Norge AS (8%). Contingent resources
on Gjøa are related to the B1 and the recent Agat discovery in 35/9-3, as discussed in Section 4.
Appraisal of the Agat discovery is being planned (Hamlet); the prospective volumes are addressed in
chapter 5.
Gjøa is already host for the Vega field, and tie-in activities for the Nova field are planned during 20192020.

3.3.3. Ivar Aasen Unit (PL338BS)
Ivar Aasen Field is located in the North Sea, 8 km north of the Edvard Grieg Field and around 30 km
south of Grane and Balder (Figure 3), at a water depth of 110 meters. The Ivar Aasen Field includes
two accumulations; Ivar Aasen and West Cable. The accumulations cover several licences and have
been unitized into the Ivar Aasen Unit.

Figure 3: Ivar Aasen and West Cable location map, North Sea
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Discovery
Ivar Aasen was discovered with well 16/1-9 in 2008, proving oil and gas in Jurassic and Triassic
sandstones.

Reservoir
The two accumulations are located on the Gudrun Terrace between the Southern Viking Graben and the
Utsira High. The reservoir consists of shallow marine sandstones in the Hugin Formation and fluvial
sandstones in the Sleipner and Skagerrak formations, and is of Jurassic and Triassic age. The reservoir
depth is approximately 2400 meters. The Ivar Aasen reservoir has a small overlying gas cap. The West
Cable reservoir is in Sleipner fluvial sandstone of Middle Jurassic age, and is located at 2950 meters
depth.

Development
The Ivar Aasen unit development plan (Ivar Aasen and West Cable discoveries) also includes production
of the reserves from the Hanz (PL028B) discovery. The approved PDO sets out that Ivar Aasen and
West Cable (Ivar Aasen Unit) will be developed in the first phase and Hanz in the second phase. OKEA
has no ownership interest in the Hanz field.
The Ivar Aasen and West Cable discoveries are developed with a steel jacket platform, with living
quarters and processing facilities. Drilling and completion operations are performed from a separate
jack-up rig adjacent to the Ivar Aasen platform. Water is removed from the well stream on the platform
and oil and gas rates are measured before transportation through multiphase pipelines to the Edvard
Grieg installation for stabilization and export. Edward Grieg will also cover Ivar Aasen power demand
until a joint solution for power from shore is established.
The drainage strategy for Ivar Aasen assumes water injection for pressure maintenance. West Cable
will be produced through natural pressure support where the major driving force will be natural water
influx and formation of a secondary gas cap.
Status
Production from Ivar Aasen started in late 2016, and the current production rate is approximately 50
000 bbl/d, together with some associated gas. 2018 production was slightly lower than expected,
mainly due to reduced gas turbine capacity at Edvard Grieg in March-April. Challenges related to water
injection in the eastern part of the field have been mitigated by introducing two additional injectors, D6 and D-7, which came on stream in the summer of 2018. In general, the field reserves are slightly
increased since the PDO, although the West Cable resources have been significantly reduced.
The reserves estimate for Ivar Aasen are based on RNB 2019. OKEA AS holds a 0.554% working
interest in the licence and the net OKEA 2P/P50 reserves from Ivar Aasen and Infill drilling are 0.75
mmboe. The other licensees are Aker BP (34.7862%), Equinor Energy AS (41.4730%), Spirit Energy
Norway AS (12.3173%), Wintershall Norge AS (6.4615%), Neptune Energy Norge AS (3.0230%) and
Lundin Norway AS (1.3850%).

3.3.4. Yme (PL316)
The Yme field in the Egersund Basin was discovered by Statoil in 1987 and was put in production in
1996. The field is located 160 km northeast of the Ekofisk field (Figure 4), in water depth of 93 meters.
Yme ceased production in 2001 after having produced 51 mmboe, as operation was no longer
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profitable. However, there were significant volumes left in the field, and in 2007 a redevelopment plan
submitted by the new operator, Talisman, was approved. In 2013, after drilling 9 new development
wells and 2 appraisal wells, the redevelopment project was abandoned due to structural deficiencies in
the mobile offshore production unit. In 2015, OKEA initiated the “Yme New Development” project and
in 2018 a new PDO was approved by the authorities.

Figure 4: Yme Gamma and Beta location map, North Sea

Discovery
The Yme field was discovered in 1987 by the 9/2-1 well in the Gamma structure, with test oil rate of 4
145 bbl/d oil and gas rate of 0.65 MScf/d. In 1990, oil another discovery was made by the 9/2-3 well in
the Beta structure, 12 km west of the Gamma structure.

Reservoir
The reservoir in Yme is the Middle Jurassic to Upper Jurassic Sandnes Fm at a depth of approximately
3200 meters. Vertically, the reservoir is heterogeneous, and the permeability varies from <1 mD to 2D.
The sands are however laterally extensive and continuous. The two main structures, Gamma and Beta,
located in the Egersund basin, are each subdivided in three segments separated by faults. All these
segments except Beta West will be redeveloped.

Development
The Yme field will be developed with a jack-up MOPU equipped with processing facilities. This will be
connected to the existing MOPUSTOR tank, left by the previous operator, and oil will be exported by
tanker.
The field will produce from 12 horizontal production wells, supported by 2 WAG (Water Alternating Gas)
injectors and 3 water injectors. Produced water reinjection, in combination with a regional aquifer, will
maintain the reservoir pressure, and provide significant sweep towards the producers. Production wells
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will be artificially lifted by ESPs and gas lift.

Status
The PDO was delivered in December 2017 and approved by the authorities in March 2018. First oil is
expected in Q2 2020, and the maximum plateau oil production rate is estimated to approximately
38,000 bbl/d.
Current offshore work is on the caisson structure, as preparation for the support structure installation.
Onshore work includes the well head module fabrication and piping fabrication. The wellhead module
will be installed in October 2019, while the production unit Maersk Inspirer will start hook-up and
commissioning in December 2019.
The subsurface and well engineering teams are performing final modelling and detailed well planning of
the new wells on both Gamma and Beta structures. Drilling of the Gamma wells is scheduled for 2020
while Beta wells are planned for 2021-22.
The reserves on Yme are based on RNB 2019, which again are based on the DG3 / FID profiles for the
field. OKEA AS holds 15 percent in Yme and the net OKEA 2P/P50 reserves are 9.6 mmboe. The
remaining interests are held by Repsol (55%), Lotos (20%) and KUFPEC (10%).
Contingent resources on Yme are related to a lifetime extension, see Section 4.

4

Contingent Resources

Contingent resources are by definition potentially recoverable volumes from proven accumulations, but
not currently considered commercially viable. This essentially includes projects that are being matured
but that have not passed FID (Final Investment Decision). OKEA holds contingent resources in several
licences. Table 6 shows the total overview of the contingent resources, and the following chapter gives
a brief introduction to the Grevling and Storskrymten fields and the other contingent resources.
Table 6: Total contingent resources
As of 01.03.2019

Interest

Gross Oil equivalents
(mmboe)
Low

Base

Net Oil equivalents (mmboe)

High

Low

Base

High

Hasselmus

44.56%

12.6

14.7

16.7

5.6

6.5

7.5

Hasselmus - Lifetime to 2038

44.56%

6.5

8.0

9.3

2.9

3.6

4.2

Draugen - Infill Ø

44.56%

1.7

4.1

6.2

0.7

1.8

2.7

Draugen - Infill Æ

44.56%

2.2

5.6

8.3

1.0

2.5

3.7

Gjøa - B1 and Agat

12.00%

0.1

2.4

3.6

0.0

0.3

0.4

Grevling

55.00%

21.5

32.6

47.5

11.8

17.9

26.1

Storskrymten

78.57%

2.5

9.4

16.3

2.0

7.4

12.8

Yme - 5 year life extension

15.00%

7.1

8.8

11.1

1.1

1.3

1.7

25.1

41.3

59.1
16.6

Total Contingent Volumes (current WI)
Grevling - reduced WI *

35.00%

21.5

32.6

47.5

7.5

11.4

Storskrymten - reduced WI *

50.00%

2.5

9.4

16.3

1.2

4.7

8.1

20.1

32.1

44.9

Total Contingent Volumes (reduced WI)

*Chrysaor has the right to acquire an additional 20% of OKEA's participating interest in PL038 D and 28.57% of
OKEA’s participating interest in PL974, in the event that the PL 038D management committee decides to submit a
BOV Decision. Option to be exercised within the earliest of i) 1 June 2019, or ii) 14 days after notice of BOV Decision
has been submitted to the MPE.
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4.1.

GREVLING (PL038D) AND STORSKRYMTEN (PL974)

The Grevling field was discovered by Talisman in 2009. The licence then was transferred to Repsol
when they acquired the company. In 2017, operator Repsol relinquished their ownership in the licence
and supported the transfer of operatorship to OKEA AS. The field is located approximately 20 km south
of the Sleipner field (Figure 5), at water depth of 86 meters. The Grevling discovery has now been
matured towards selection of a single development concept and a BoV (decision to continue) is
expected by the end of 2019, based on a standalone development concept. The neighbouring
Storskrymten discovery, which was licensed to OKEA as operator in the APA 2018 round, is planned to
be developed as part of the Grevling project. The PL973 exploration licence, directly to the south, is
also operated by OKEA.

Figure 5: Grevling and Storskrymten location map, North Sea

Discovery
The Grevling field was discovered in 2009 by the 15/12-21 well. The total oil column was 67 meters,
and the well tested at rates of up to 780 bbl/d. The discovery was later appraised by a side-track in
15/12-21 A, a new well 15/12-23 and a side-track 15/12-23 A. Storskrymten was discovered in 2007
by the 15/12-18 S well, with a 16m oil column.
Reservoir
The reservoir in Grevling is the Middle Jurassic Hugin and Sleipner fms, and the Triassic Skagerrak Fm.
The Sleipner coal Fm separates the Hugin from the Bryne/Skagerrak fms and the accumulation is
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further subdivided in an eastern and a western segment by a large north-south trending fault.
Storskrymten has reservoir in the Paleocene Ty Formation.

Development
The licensees have decided that a standalone development with a mobile production unit (MOPU), as
illustrated in Figure 6, is the preferred concept.

Figure 6: Sketch of MOPU concept

Status
The Grevling project is moving towards a BoV (decision to continue) in Q4 2019, and planned
production start-up late 2022/early 2023. Storkrymten will be included in a joint development project.
The contingent resource volumes for Grevling are based on preliminary BoV documentation.
Storskrymten resources are based on work regarding the APA2018, but risked down as result of a
recent seismic inversion study. A thorough subsurface assessment of the Storskrymten discovery is
part of the scope of work for the project.
OKEA is the operator for Grevling and holds a 55% working interest in the field, with Petoro (30%) and
Chrysaor Norge (15%) as licence partners. As part of the 2018 SPA with OKEA, Chrysaor has the right
to increase their working interest to 35%, reducing OKEA’s share to 35% in the event that the PL 038D
management committee decides to submit a BOV Decision (option to be exercised within the earliest of
i) 1 June 2019, or ii) 14 days after notice of BOV Decision has been submitted to the MPE). OKEA also
operates Storskrymten with a 78.57% working interest, together with Chrysaor Norge (21.43%) as
partner. Here, Chrysaor has a similar right to increase their working interest to 50%, reducing OKEA’s
share to 50%.
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4.2.

DRAUGEN INFILL DRILLING

Infill drilling locations are being evaluated to increase recovery from the main Draugen field; two infill
well locations are included as contingent resources, one of which is planned to be evaluated by a pilot
well in 2019-20.

4.3.

DRAUGEN HASSELMUS

The main contingent resources on Draugen are located in the Hasselmus discovery. This includes both
gas and oil, of which the gas is being evaluated for development. This gas will replace the planned gas
import for fuel, and potentially also imply export of gas. The reduced OPEX from this gas source can
extend the economic lifetime of the Draugen platform for at least three years; resources related to this
are included as contingent resources.

4.4.

GJØA - B1 WELL AND AGAT

A change-out of the gas lift valve by LWI is planned for the B-1 well in April 2019. If successful, the
measure is expected to increase the net OKEA volumes by 0.13 mmboe.
Neptune reported in May 2018 estimated in-place volumes related to the Agat discovery (well 35/93T2). Assuming a recovery factor of 10%, net volume to OKEA is 0.15 mmboe.
4.5.

YME LIFETIME EXTENSION

Yme lifetime extension is associated with extending the lifetime of the Maersk Inspirer rig. Current
classing approval period extends for 10 years, and contingent volumes are associated with a 5-year
extension. Net volumes range from 1.1 – 1.7 mmboe.
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5

Prospective resources

Prospective resources are defined as potentially recoverable from undiscovered accumulations. Table 7
shows the total overview of these resources. One of the major prospects is located in the PL958 licence
which was transferred from A/S Norske Shell to OKEA AS on 31 January 2019. Four other licences were
awarded in the APA 2018 round in January 2019. There has therefore been an increase from 174 to
352 mmboe unrisked prospective resources since ASR2018.
Table 7: Prospective Resources

PL

Prospect

PL093*
PL1001
PL958*
PL1003*
PL910
PL153
PL973*

5.1.

OKEA WI%

Skumnisse
44.56%
Springmus E
44.56%
Springmus W
44.56%
East Flank
44.56%
Draugen NE
20.00%
Rialto
50.00%
Mistral N
60.00%
Mistral S
60.00%
Kathryn
16.67%
Hamlet
12.00%
Jerv
30.00%
Ilder
30.00%
Mår
30.00%
Total prospective volumes

Prob. of
Discovery
30%
37%
33%
35%
22%
12%
70%
40%
27%
56%
57%
34%
18%

Net unrisked resources
(mmboe)
Low

Base

High

1
0
0
0
5
47
15
15
1
1
10
6
9

11
3
1
1
24
158
49
49
4
2
18
12
21
352

27
8
4
3
66
303
79
117
8
4
26
17
35

Net base
risked
resources
(mmboe)
3
1
0
0
5
19
34
20
1
1
10
4
4
103

Possible first Main HC
well
phase
2019
2020
2020
2020
2021
2022
2020
2021
2019
2020
2020
2021
2020

Oil
Oil
Oil
Oil
Oil
Oil
Gas-C
Gas-C
Oil
Oil
Oil
Oil
Oil

PL093 – SKUMNISSE, SPRINGMUS, EAST FLANK

Several exploration targets exist in the Draugen licence. The targets include the already defined
Springmus, East Flank and Skumnisse prospects identified by Shell. The main differentiator from Shell’s
work is the incorporation of the 2016 depth conversion and further geophysical analysis, which
improved the definition of all prospects.

5.2.

PL1001 – DRAUGEN NE

PL1001 contains the Draugen NE prospect, in the same Rogn Formation play as the Draugen field. The
licence, awarded as part of the APA 2018 round and operated by ConocoPhillips, has a “Drill or Drop”
decision by March 2021.

5.3.

PL958 - RIALTO

The PL958 licence to the east of Draugen on the Trøndelag Platform contains several prospects. The
most promising is the Rialto prospect, identified by a typical sand signature with significant lateral
extent in the seismic data. The play is the same as on Draugen, with reservoir in the Late Jurassic Rogn
Formation. The source is likely the Spekk Formation, charging Rialto via spill from Draugen. Charge is
the main risk. The licence, awarded as part of the APA 2018 round, has an “Acquire 3D seismic or drop”
decision in June 2019.
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5.4.

PL1003 - MISTRAL

The PL1003 licence in the Norwegian Sea was awarded to OKEA (60%, operator) and Wellesley
Petroleum (40%) in the APA 2018 round, based on the applicants’ interpretation that the 6406/3-1
discovered gas condensate in the Jurassic Garn Formation in the Mistral N horst block west of the
Tyrihans Field. Interpretation of logs and a DST from the well indicate a significant in-place volume
upflank of the well with a high expected recoverability. The Mistral S prospect is based on a similar
hydrocarbon column being also present in the southern part of the horst block. The licensees have a
one-year ‘Drill or Drop’ decision deadline.

5.5.

PL910 - KATHRYN

The Kathryn prospect is planned to be drilled in the neighbouring licence to Yme in Q2-3 2019. A
discovery in this structure would be developed through the Yme infrastructure. The prospect lies a few
kilometres East of Yme Gamma. It is the same play as Yme, with reservoir in the Mid Jurassic Sandnes
Formation, sourced by the Tau Formation. The main risk is timing between trap formation and
migration.

5.6.

PL153 - HAMLET

The Hamlet prospect, within the Gjøa licence, is a Cretaceous prospect, similar to the nearby Cara
discovery. The reservoir consists of turbidite flows originating from the southeast. The well has been
sanctioned by the Gjøa licensees, and the site survey will be acquired in 2019 with drilling subject to rig
availability. Most likely, Hamlet is drilled in 2020. Hamlet is believed to be connected with the Agat
(35/9-3 T2) discovery to the north by a saddle. Hence, a high COS is assumed.

5.7.

PL973 – JERV, ILDER, MÅR

The prospects in PL973, awarded in the APA 2018 round, are being evaluated towards a Drill or Drop
decision within two years. Jerv and Ilder, prospects in the Paleocene Ty Formation and Mid-Upper
Jurasic Hugin Formation respectively, have been fully assessed and the Jerv prospect is considered
mature enough to drill. Mår is also a Hugin Formation prospect.
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6

Management Discussion and Analysis

The reported 2P/PS0 reserves include volumes which are believed to be recoverable based on
reasonable assumptions about future economical, fiscal and financial conditions. Discounted future cash
flows after tax are calculated for the various fields on the basis of ex pected production profiles and
estimated proven and probable reserves. Cut-off time for the reserves is set at zero cash flow or when
facility lease expires. The company has used a long-term inflation assumption of 2 percent, a long-term
exchange rate of 7 .50 NOK/USD, and a long-term oil price of 70 USD/bbl (real 2019 terms),
The calculations of recoverable volumes are however associated with significant uncertainties. The
2P/PS0 estimate represents our best estimate of reserves/resources while the 1P/P90 figures reflect our
high confidence estimates. The methods used for subsurface mapping do not fully clarify all essential
parameters for either the actual hydrocarbons in place or the producibility of the hydrocarbons. Thus,
there is a remaining risk that actual results may be lower than the 1P/P90. A significant change in oil
prices may also impact the reserves. Low oil prices may force the licensees to close down producing
fields early and lead to lower production. Similarly, better-than-expected reservoir performance or
higher · prices may extend the lifetime of the fields beyond what is currently assumed.

Ec;k

~/~c-------

CEO

Page 20 of 20

APPENDIX F:
COMPETENT PERSONS REPORT DATED 9 MAY 2019

AGR Petroleum Services AS
Reservoir Management Division
Oslo

Reserves Certification Report 01.03.2019
For OKEA AS
May 2019

Technical Report
Reserves Certification Report 01.03.2019

AGR Petroleum Services
Technical Report
Reserves Certification Report 1.3.2019

Approval
Name

Position

Date

Stein E. Haugen

Project Manager

09.05.2019

Ole Wahl

Reservoir Engineer

John Erick Battie

Geologist

Reviewed by

Mahmood Akbar

Advisor Reservoir
Engineer

09.05.2019

Accepted By

André Sæthern

AGR VP Reservoir
Management

09.05.2019

Prepared by

Document Control
Copy No.

1

File

OKEA Reserves Certification_01.03.2019_Final.pdf

Rev. No.

Date

Modification Details

00

26.04.2019

Draft

01

06.05.2019

Final V1

02

09.05.2019

Final V2

09.05.2019
© AGR Petroleum Services

Issued to:

OKEA AS

Doc.no.: RM-3125-001

Technical Report
Reserves Certification Report 01.03.2019

Qualifications
AGR is an independent consultancy specializing in amongst others petroleum reservoir
evaluation, reserves auditing and economic analysis. AGR has conducted evaluations for
numerous energy companies and financial institutions. Except for the provision of
professional services on a fee basis, AGR does not have any commercial arrangement
with any other persons or companies involved in the assets that are the subject of this
report.
The audit was managed by Stein-Egil Haugen (BSc in Petroleum Engineering), AGR
Advisor Reservoir Engineering. Mr. Haugen, a Reservoir Engineer, has 30+ years of
experience, and is an expert on reserves and resource reporting. The report was
reviewed and signed off by André Sæthern (MSc in Petroleum/Reservoir Engineering),
AGR Vice President Reservoir Management. Mr. Sæthern, has 10+ years of international
and NCS experience.
Evaluation Standard
In the audit of reserves, AGR has applied the standard petroleum engineering
techniques. This audit is based on the joint definitions of the US Securities and Exchange
Commission (SEC) and the Petroleum Resources Management System (SPE PRMS)
sponsored by the Society of Petroleum Engineers, the World Petroleum Council, the
Society of Exploration Geophysicists, the American Association of Petroleum Geologists,
the European Association of Geoscientists & Engineers and the Society of Petroleum
Evaluation Engineers from 2018.

Basis of Opinion
The evaluation presented in this report reflects our qualified judgment based on accepted
standards of professional investigation but is subject to generally recognized
uncertainties associated with the interpretation of geological, geophysical and subsurface
reservoir data. It should be understood that any evaluation, particularly one involving
exploration and future petroleum developments, may be subject to significant variations
over short periods of time as new information becomes available.
Disclaimer
This report relates specifically and solely to the subject petroleum licence interests and is
conditional upon the assumptions made therein. This report must therefore be read in its
entirety. Hydrocarbon reserves and resources should be regarded as estimates only, that
may change as production history and additional information become available. Not only
are reserves and resource estimates based on the information currently available, these
are also subject to uncertainties inherent in the application of judgmental factors in
interpreting such information. AGR Petroleum Services AS shall have no liability arising
out of, or related to, the use of the report.

09.05.2019
© AGR Petroleum Services

Doc.no.: RM-3125-001

Table of Contents
1 Summary and conclusions ........................................................................................................ 1
2 Introduction and Objectives ...................................................................................................... 2
3 Methodology ............................................................................................................................... 4
4 Certification ................................................................................................................................ 5
4.1 Ivar Aasen ............................................................................................................................................ 5
4.2 Yme.................................................................................................................................................... 10
4.3 Draugen ............................................................................................................................................. 15
4.4 Gjøa ................................................................................................................................................... 21
4.5 Grevling.............................................................................................................................................. 26
4.6 Storskrymten...................................................................................................................................... 31

Appendix A - Economics and production profiles ................................................................... 35
A.1 Ivar Aasen Economic Summary and Production Profiles .................................................................. 36
A.1.1 Technical production profiles .................................................................................................... 36
A.1.2 Cost estimates........................................................................................................................... 37
A.1.3 Economic results ....................................................................................................................... 38
A.2 Yme Economic Summary and Production Profiles ........................................................................... 39
A.2.1 Technical production profiles .................................................................................................... 39
A.2.2 Cost estimates........................................................................................................................... 40
A.2.3 Economic results ....................................................................................................................... 40
A.3 Draugen Economic Summary and Production Profiles ..................................................................... 42
A.3.1 Technical production profiles .................................................................................................... 42
A.3.2 Cost estimates........................................................................................................................... 43
A.3.3 Economic results ....................................................................................................................... 44
A.4 Gjøa Economic Summary and Production Profiles ........................................................................... 46
A.4.1 Technical production profiles .................................................................................................... 46
A.4.2 Cost estimates........................................................................................................................... 47
A.4.3 Economic results ....................................................................................................................... 47
A.5 Grevling Technical Production Profiles .............................................................................................. 49
A.5.1 Technical production profiles .................................................................................................... 49
A.6 Storskrymten Technical Production Profiles...................................................................................... 51
A.6.1 Technical production profiles .................................................................................................... 51

Appendix B Abbreviations and definitions ................................................................................ 53

List of Figures
2.1 Draugen Location Map ............................................................................................................................. 2
2.2 Gjøa Location Map.................................................................................................................................... 3
2.3 Ivar Aasen, Yme, Grevling and Storskrympten Location Map .................................................................. 3
4.1 Ivar Aasen Field location map................................................................................................................... 5
4.2 Location of the Yme field in the southern part of the Norwegian North Sea .......................................... 10
4.3 Draugen location map............................................................................................................................. 15
4.4 Gjøa location map................................................................................................................................... 21
4.5 Grevling and Storskryten location map................................................................................................... 26

List of Tables
1.1 Net OKEA reserves as of 01.03.2019 according to PRMS ....................................................................... 1
1.2 Net OKEA contingent resources as of 01.03.2019 according to PRMS................................................... 1
4.1 Ivar Aasen field licence shares (%). The field covers PL001B, PL242, PL457 and PL338BS. ................. 5
4.2 IIPV for Ivar Aasen. The numbers include Ivar Aasen, West Cable and "Alluvial Fan" (Discovery
16/1-22A in 2015). .......................................................................................................................................... 6
4.3 Ivar Aasen Reserves Balance Sheet ......................................................................................................... 7
4.4 Net Ivar Aasen reserves as of 01.03.2019 ................................................................................................ 8
4.5 Ivar Aasen recovery factors ...................................................................................................................... 8
4.6 The licence shares for the Yme field (%). ............................................................................................... 10
4.7 IIPV for Yme for 31.12.2018 and 01.03.2019.......................................................................................... 12
4.8 Yme Reserves Balance Sheet................................................................................................................. 12
4.9 Yme Contingent Resources Balance Sheet............................................................................................ 13
4.10 Net Yme reserves as of 01.03.2019...................................................................................................... 14
4.11 Net Yme resources as of 01.03.2019.................................................................................................... 14
4.12 Yme 2P Recovery Factors .................................................................................................................... 14
4.13 Draugen field licence shares (%). The field covers PL 093 and PL 176. .............................................. 15
4.14 IIPV for Draugen as of 01.03.2019 ........................................................................................................ 17
4.15 IIPV for Hasselmus as of 01.03.2019.................................................................................................... 17
4.16 Draugen Reserves Balance Sheet ........................................................................................................ 18
4.17 Draugen Contingent Resources Balance Sheet ................................................................................... 18
4.18 Net Draugen reserves as of 01.03.2019 ............................................................................................... 20
4.19 Net Hasselmus contingent resources as of 01.03.2019 ....................................................................... 20
4.20 Net Draugen infill projects contingent resources as of 1.3.2019 .......................................................... 20
4.21 Net Draugen extended lifetime until 2038 as of 1.3.2019..................................................................... 20
4.22 Draugen recovery factors...................................................................................................................... 20
4.23 Gjøa field licence shares (%). ............................................................................................................... 21
4.24 IIPV for the Gjøa field ............................................................................................................................ 22
4.25 IIPV for the 35/9-3 discovery ................................................................................................................ 22
4.26 Gjøa Reserves Balance Sheet .............................................................................................................. 23
4.27 Gjøa Contingent Resources Balance Sheet ......................................................................................... 23
4.28 Net Gjøa reserves as of 01.03.2019...................................................................................................... 24
4.29 Net Gjøa contingent resources due to B1 intervention as of 01.03.2019............................................. 24
4.30 Net Gjøa contingent resources due to 35/9-3 discovery as of 01.03.2019 .......................................... 24
4.31 Gjøa recovery factors............................................................................................................................ 24
4.32 Grevling discovery licence shares (%). ................................................................................................. 26
4.33 IIPV volumes from RNB2019 for Grevling............................................................................................. 28
4.34 IIPV volumes from DG2 report for Grevling. ......................................................................................... 28
4.35 Grevling Contingent Resources Balance Sheet (Gross) ....................................................................... 29
4.36 Net Grevling contingent resources as of 01.03.2019............................................................................ 30
4.37 Grevling 2C Recovery Factors .............................................................................................................. 30
4.38 Storskrymten discovery licence shares (%).......................................................................................... 31
4.39 IIPV volumes from 2018 APA application for Storskrymten.................................................................. 32
4.40 Storskrymten Contingent Resources Balance Sheet (Gross) ............................................................... 32
4.41 Net Storskrymten contingent resources as of 01.03.2019 ................................................................... 33
4.42 Storskrymten 2C Recovery Factors ...................................................................................................... 33
A.1 Price assumptions .................................................................................................................................. 35
A.2 Ivar Aasen P90 technical production profiles (100 %)............................................................................ 36
A.3 Ivar Aasen P50 technical production profiles (100 %)............................................................................ 36
A.4 Ivar Aasen P10 technical production profiles (100 %)............................................................................ 37
A.5 Ivar Aasen Cost Profiles (100 %) ............................................................................................................ 37
A.6 Summary of economic results for Ivar Aasen P90 case......................................................................... 38
A.7 Summary of economic results for Ivar Aasen P50 case......................................................................... 38
A.8 Summary of economic results for Ivar Aasen P10 case......................................................................... 38
A.9 Yme P90 forward technical production profiles (100 %)........................................................................ 39
A.10 Yme P50 forward technical production profiles (100 %)...................................................................... 39
A.11 Yme P10 forward technical production profiles (100 %)...................................................................... 39

A.12 Yme cost profiles (100 %) .................................................................................................................... 40
A.13 Summary of economic results for Yme P90 case ................................................................................ 40
A.14 Summary of economic results for Yme P50 case ................................................................................ 41
A.15 Summary of economic results for Yme P10 case ................................................................................ 41
A.16 Draugen P90 technical production profiles (100 %) ............................................................................. 42
A.17 Draugen P50 technical production profiles (100 %) ............................................................................. 42
A.18 Draugen P10 technical production profiles (100 %) ............................................................................. 43
A.19 Draugen Cost Profiles (100 %) ............................................................................................................. 43
A.20 Summary of economic results for Draugen P90 case .......................................................................... 44
A.21 Summary of economic results for Draugen P50 case .......................................................................... 44
A.22 Summary of economic results for Draugen P10 case .......................................................................... 44
A.23 Gjøa P90 forward technical production profiles (100 %)...................................................................... 46
A.24 Gjøa P50 forward technical production profiles (100 %)...................................................................... 46
A.25 Gjøa P10 forward technical production profiles (100 %)...................................................................... 47
A.26 Gjøa cost profiles (100 %) .................................................................................................................... 47
A.27 Summary of economic results for Gjøa P90 case ................................................................................ 47
A.28 Summary of economic results for Gjøa P50 case ................................................................................ 48
A.29 Summary of economic results for Gjøa P10 case ................................................................................ 48
A.30 Grevling P90 forward technical production profiles (100 %) ................................................................ 49
A.31 Grevling P50 forward technical production profiles (100 %) ................................................................ 49
A.32 Grevling P10 forward technical production profiles (100 %) ................................................................ 50
A.33 Storskrymten P90 forward technical production profiles (100 %)........................................................ 51
A.34 Storskrymten P50 forward technical production profiles (100 %)........................................................ 51
A.35 Storskrymten P10 forward technical production profiles (100 %)........................................................ 52

Technical Report
OKEA Audits

1 Summary and conclusions
AGR has conducted a certification of reserves and contingent resources as of 1.03.2019 for OKEA AS in
accordance with the Petroleum Resources Management System (PRMS) of SPE/WPC/AAPG/SPEE/SEG/
SPWLA/EAGE. Four assets contain reserves, endorsed by AGR, as summarized in Table 1.1.
Table 1.1 Net OKEA reserves as of 01.03.2019 according to PRMS

Asset/Operator

Ivar Aasen / Aker BP
Yme / Repsol
Draugen / OKEA
Gjøa / Neptune
Total

OKEA
interest
(%)
0.554
15.000
44.560
12.000

1P

(MSm3 o.e.)
2P

3P

0.08
1.24
4.14
1.78
7.24

0.12
1.52
4.70
2.33
8.68

0.15
1.92
5.18
3.33
10.58

1P

(mmboe)
2P

3P

0.49
7.78
26.07
11.19
45.53

0.75
9.59
29.58
14.68
54.60

0.93
12.07
32.61
20.96
66.57

A discounted cash-flow model with an oil price of 70.0 USD/bbl has been used to determine the economic
life for all cases, and hence the net 1P, 2P and 3P reserves attributable to OKEA.
The following OKEA un-risked contingent resources are endorsed by AGR and listed in Table 1.2.
Table 1.2 Net OKEA contingent resources as of 01.03.2019 according to PRMS

Asset

Yme - Life Extension
Draugen - Hasselmus
+ Life Extension
Gjøa - B1 + 35/9-3
discovery
Grevling
Storskrymten
Total

1 Summary and conclusions

OKEA
interest
(%)
15.000
44.560

1C

(MSm3 o.e.)
2C

3C

1C

(mmboe)
2C

3C

0.17
1.63

0.21
2.29

0.26
2.87

1.07
10.25

1.32
14.38

1.66
18.06

12.000

0.00

0.05

0.07

0.01

0.29

0.43

55.000
78.570

1.88
0.31
3.99

2.85
1.17
6.56

4.15
2.03
9.39

11.80
1.98
25.10

17.92
7.36
41.27

26.12
12.80
59.07
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2 Introduction and Objectives
AGR has conducted a certification of OKEA AS reserves and contingent resources as of 01.03.2019 in
accordance with the Petroleum Resources Management System (PRMS) of SPE/WPC/AAPG/SPEE/SEG/
SPWLA/EAGE.
This report covers:
• Re-certification of of 1P, 2P and 3P reserves for the following assets (see Fig. 2.1, Fig. 2.2 and Fig.
2.3 for locations):
• Ivar Aasen (Aker BP is the operator and OKEA owns a 0.554 % share)
• Yme (Repsol is the operator and OKEA owns a 15.0 % share)
• Gjøa (Neptune is the operator and OKEA owns a 12 % share)
• Draugen (OKEA is the operator with a 44.56 % share)
• Re-certification of of 1C, 2C and 3C contingent resources in:
• Draugen
• Yme
• Gjøa
• Grevling (OKEA is the operator with 55 % share)
• First time certification of 1C, 2C and 3C contingent resources in:
• Storskrymten (OKEA is the operator with a 78.57 % share)

Fig. 2.1 Draugen Location Map
Source NPD

2 Introduction and Objectives
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Fig. 2.2 Gjøa Location Map
Source NPD

Fig. 2.3 Ivar Aasen, Yme, Grevling and Storskrympten Location Map
Source NPD

All hydrocarbon volumes received from OKEA and certified by AGR, are expressed in SI units (Sm3). The
combined volumes (oil equivalents) are also expressed in mmboe. The oil price is quoted in USD/bbl and
the cost profiles are reported in MNOK (million Norwegian Kroner).
Whenever the term "technical" is used with production volumes or profiles, it refers to the estimates before
the economic evaluation, i.e. before an economic cut-off has been applied to determine reserves.

2 Introduction and Objectives

Page 3 of 55

Technical Report
OKEA Audits

3 Methodology
The methodology applied in this report was (assuming relevant data/information was available):
• Review of the available data, interpretations and resulting models and reports.
• The critical parameters were checked in terms of origin of the data, the interpretation and application
thereof.
• Review of uncertainty evaluations and how key uncertainties impact the project.
• Review and analysis of the available Petrel™ and Eclipse™ models. However, no new modelling has
been performed except using existing models to enhance understanding and to verify results.
• Determine economic cut-offs with resulting reserves.
• Classify the reserves according to the PRMS (SPE/WPC/AAPG/SPEE/SEG/SPWLA/EAGE). This
classification system recommends that no reserves are booked beyond licence expiry date. However,
it is a common practice on the Norwegian Continental Shelf that licence period extensions are
granted. It is, therefore, assumed that licence periods will be extended and reserves may be
recovered beyond the existing licence expiry dates.
• For most assets the RNB2019 submission is the basis for the reserves and cost profiles to be
certified. The RNB low case is assumed to represent the P90 case, the base case is assumed to be
close to and practically equal to the P50 case and the high case represent the P10 case.
• The gas reserves are reported as sales gas given the actual Gross Calorific Value (GCV) and not
converted to 40 MJ/Sm3.
• RF in this report is defined as the reserves divided by the initially in place volumes. Note that with this
definition gas recovery factor may not represent the actual recovery of gas from a field.
• The January and February 2019 produced volumes reported herein are actual production as reported
by OKEA. An adjustment of the 2018 volumes, which in the 31.12.2018 report were based on
estimates for the three last months, is entered in the balance sheets under "Revisions". These
volumes are used for assessment of reserves as of 01.03.2019.
Conversion factors
The following conversion factors are applied in the report:
• Oil and condensate
• 1 Sm3 = 6.29 bbl
• 1 Sm3 = 1 Sm3 o.e.
• Gas
• 1000 Sm3 gas = 1 Sm3 o.e.
• NGL
• 1 tonne NGL = 1.9 Sm3 o.e.
• 1 Sm3 o.e. = 6.29 boe

3 Methodology
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4 Certification
4.1 Ivar Aasen
Asset overview
The Ivar Aasen Field is located in block 16/1 in the North Sea, 8 km north of the Edvard Grieg field, and
around 30 km south of Grane and Balder. The field contains both oil and free gas. The Ivar Aasen field
includes two accumulations; Ivar Aasen and West Cable (Fig. 4.1). The accumulations cover several
licences and have been unitized into the Ivar Aasen Unit (Table 4.1). Ivar Aasen commenced production on
24.12.2016. The water depth in the area is approximately 110 m and the main reservoir in Ivar Aasen is
found at about 2400 m TVD MSL.

PDO Area
Proposed Unit Area

Fig. 4.1 Ivar Aasen Field location map
Unit boundaries are shown.
Table 4.1 Ivar Aasen field licence shares (%). The field covers PL001B, PL242, PL457 and PL338BS.

Licence

OKEA

Ivar Aasen

0.5540

Aker BP
(Op.)
34.7862

Equinor
41.4730

Spirit
Energy
12.3173

Wintershall
6.4615

Neptune
E&P
3.0230

Lundin
1.3850

Discovery
Ivar Aasen was discovered with well 16/1-9 in 2008, proving oil and gas in Jurassic and Triassic
sandstones. An earlier exploration well 16/1-2 in 1976 within the structural closure was initially classified as
dry, but was after a re-examination re-classified as an oil discovery. West Cable was discovered with well
16/1-7 in 2004, proving oil in Jurassic sandstones.
Reservoir
The two accumulations are located at the Gudrun Terrace between the southern Viking Graben and the
Utsira High. The main reservoirs are fluvial and shallow marine deposits of late Triassic to late Jurassic age.
The reservoir sands in the Ivar Aasen structure are complex and heterogeneous while the reservoir at West
Cable is more homogeneous. The main reservoir units belong to the Hugin/Sleipner and Skagerrak 2
Formations. Middle/Late Triassic reservoirs contain additional minor reserves (Statfjord, Skagerrak1). Early
4 Certification
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Triassic deposits of alluvial origin containing a heterogeneous mix of pebbly sandstones and muddy/silty
beds is a secondary reservoir, the "Alluvial Fan". The reservoir properties in Alluvial Fan are relatively poor.
The Ivar Aasen structure contains saturated oil and three small gas caps, while the West Cable structure
contains undersaturated oil.
Development
The drainage strategy for the Ivar Aasen structure is water injection for pressure maintenance. West Cable
will be produced by natural depletion, where the major driving force is aquifer drive. In total seven
producers (six targeting the Ivar Aasen structure and one in West Cable) and eight water injectors (in the
Ivar Aasen structure) have been drilled in the Ivar Aasen field. The horizontal production wells are completed
with mechanical sand control and ICD completions while the vertical injectors have cemented perforated
liners. In Phase 2 (Q4 2021) of the development, the Hanz discovery will be developed with two subsea
wells tied-back to the Ivar Aasen platform. Hanz is not part of this audit as OKEA has no stake in the
reservoir.
The field is located approx 8 km north of the Edvard Grieg Field and is developed with a jacket platform
including living quarters, process facilities and a wellhead area (20 slots) on the topside. The wells are
drilled from a jack-up rig. The well stream is partly processed on the platform before transportation through
pipelines to the Edvard Grieg installation for final stabilization and oil export to the Grane pipeline and gas
export to the SAGE pipeline system. Edvard Grieg also covers Ivar Aasen power demand until a joint
solution for power from shore is established.
Status
All initially planned plus two additional water injection wells have been drilled in the Ivar Aasen (6OP+8WI)
and West Cable (1OP) structures. The development wells on Ivar Aasen main field came in roughly as
expected. The first development well in West Cable was disappointing as top reservoir came in deeper than
expected. The side track on West Cable was successful with penetration of oil filled reservoir sands. In the
PDO West Cable was expected to contain around 13% of the total field in place volume.
Oil production on Ivar Aasen was slightly lower than expected for 2018, mainly due to reduced gas turbine
capacity at Edvard Grieg in March-April. Challenges related to injecting voidage replacement in the eastern
part of the Ivar Aasen Main Field, have been mitigated by the two new injection wells, D-6 and D-7, which
came on stream during the summer of 2018. Successful pressure support from water injection and positive
water cross-flow from well D-12, gave lower than foretasted gas-oil-ratio and thus less gas production than
expected. The field is producing with good efficiency, but due to reduced efficiency on the host (Edvard
Grieg), estimated regularity is reduced for the next two years.
In general, the Ivar Aasen main field has proven larger and better than that estimated in the PDO. However,
the reserves on West Cable have been reduced significantly. The 2018 estimated oil equivalents initial in
place volumes in West Cable are 1.2 MSm3 o.e., only approximately 2% of the total field volumes.
The recoverable volumes of Ivar Aasen are classified as "Reserves / On production" (SPE's classification
system), except minor volumes in Alluvial Fan which should be classified as "Reserves / Approved for
Development".
Volumes presented by OKEA
The Initially In-Place Volumes (IIPV) estimates as of 31.12.2018 and 01.03.2019 are given in the RNB2019,
and are listed in the table below.
Table 4.2 IIPV for Ivar Aasen. The numbers include Ivar Aasen, West Cable and "Alluvial Fan" (Discovery 16/1-22A in
2015).

Oil/condensate,
MSm3
Gas, GSm3

Low
36.08
7.51

IIPV, 31.12.2018
Base
45.48
9.52

High
55.42

Low
36.08

IIPV, 01.03.2019
Base
45.48

High
55.42

11.51

7.51

9.52

11.51

AGR comments to IIPV
4.1 Ivar Aasen
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• General
• The IIPV as of 01.03.2019 are consistent with those of the RNB2019 submission for Ivar Aasen.
• The numbers for IIPV, 31.12.2017 in Table 4.2 included Ivar Aasen main field and West Cable.
• The numbers for IIPV, 01.03.2019 include Ivar Aasen main field, West Cable and Alluvial fan in Ivar
Aasen.
• Base STOIIP for West Cable is 0.5 MSm3. This number was significantly reduced after the results
from the production drilling in 2017.
• Base STOIIP for Alluvial Fan is 1.0 MSm3. A recent evaluation and rebuilt geomodel indicates a
slightly higher STOIIP in the target area for an infill well.
• Low and high numbers are arithmetic sums of the three accumulations
• Changes since AGR certification 31.12.2018
• None
• Conclusion
• In AGR's opinion the IIPV figures are reasonable.
• As in the reserves certification 31.12.2018, the P90 value for Ivar Aasen Main Field is assumed to
be equal to the P50 less 20%. The + 20% range is similar to the range used in the Reservoir
Management Plan (RMP) 2014 study. AGR is in the opinion that a + 20% range is reasonable.
The Ivar Aasen reserves balance sheet is shown in Table 4.3. There are no contingent resources reported
for Ivar Aasen.
Table 4.3 Ivar Aasen Reserves Balance Sheet

Gross reserves balance, 1.1.2019 - 1.3.2019, for:

Ivar Aasen
100%

Reserves class

Status
31.12.2018

Production
(Positive)

1P
2P
3P

12.01
18.41
22.40

0.52
0.52
0.52

1P
2P
3P

2.07
2.93
3.75

0.09
0.09
0.09

1P
2P
3P

0.62
0.88
1.12

0.03
0.03
0.03

1P
2P
3P

14.69
22.21
27.27

0.64
0.64
0.64

Revisions

Aquisitions or
sales

Oil and condensate, MSm3
0.00
0.00
0.00
Gas, GSm3
0.00
0.00
0.00
NGL, MSm3 o.e.
0.00
0.00
0.00
Oil equivalents, MSm3 o.e.
0.00
0.00
0.00

IOR

Discoveries/
New Projects

Status
01.03.2019

11.48
17.88
21.88
1.98
2.84
3.66
0.59
0.84
1.09
14.05
21.57
26.63

AGR comments to reserves
• General
• The reserves as of 01.03.2019 are consistent with those of the RNB2019 submission, adjusted for
final production numbers for 2018 and January and February 2019.
• The production profiles are based on decline analysis up to end 2019 and the latest simulation
model of the Ivar Aasen deposit for following years. The simulation model is history matched up to
September 2018. The two new water injectors, D-6 and D-7, which came on stream during the
summer of 2018, are included in this simulation.
• The gas reserves are adjusted manually based on the gas recovery in the base case simulation
model.
• Gas is reported at 43.2 MJ/Sm3 gross calorific value.
• The Ivar Aasen reserves are a combined contribution from the Ivar Aasen main field and the West
Cable structure. The reserves from West Cable constitutes less than 0.5 % of the total reserves
from the unit.
4.1 Ivar Aasen
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• RNB2019 includes minor volumes (0.3 MSm3 gross oil) for one infill well (IOR 08), classified as
NPD resource class 3 (RC3). Approval for expenditure for these wells are taken mid March 2019,
which is after data cut-off of this report, and is thus not currently included as reserves.
• Estimated total regularity for Ivar Aasen is reduced from 94.4 % to 91 % for 2019 and 92 % for
2020, based on 2018 experience. The host Edvard Grieg is expected to increase uptime from
1.1.2023 when power from shore is planned to be in operation, and the long term estimate for
total regularity is 94 %.
• Changes since AGR certification 31.12.2018
• The reserves numbers are adjusted for production 2018 and in January and February 2019.
• Conclusion
• The 1P oil volume is 35 % less than the 2P oil reserves. This reflects relatively large uncertainties
related to the future performance of existing wells and the field's economic cut-off date.
• Nearly 45 % of oil reserves as of 01.03.2019 are allocated to well D-11. This well has been
producing below expectations. Production from Ivar Aasen is very vulnerable to performance of
this well, and it seems quite likely that additional investments in well capacity will be required to
produce the reserves reported.
• The 3P oil volume is 22 % higher than the 2P oil reserves.
• The P50 recovery factors at EUR shown in Table 4.5 are reasonable when compared to NCS fields
with similar drainage strategies.
• The numbers reported by OKEA are reasonable.
Reserves and Contingent Resources certified by AGR
Economic evaluations have been carried out for the Ivar Aasen field based on the costs and production
profiles originally supplied by OKEA and reviewed by AGR.
The economic evaluations have confirmed that the P90, P50 and P10 cases are economically robust under
the base oil price. The economic cut-off is reached at the end of technical production profiles for P50 and
P10. P90 has an economic cut-off six years earlier than technical production profile. Table 4.4 shows the
net 1P, 2P and 3P reserves for the Ivar Aasen field. The key results are summarised below. More details on
the estimation of the economic cut-offs together with the production profiles are given in Section A.1 Ivar
Aasen Economic Summary and Production Profiles.
OKEA has not reported any contingent resources connected to the Ivar Aasen assets.
Table 4.4 Net Ivar Aasen reserves as of 01.03.2019

Reserves
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3o.e.
Total, mmboe

1P
0.06
0.01
0.00
0.08
0.49

2P
0.10
0.02
0.00
0.12
0.75

3P
0.12
0.02
0.01
0.15
0.93

The above reserves are based on sound industry practice and are endorsed.
Table 4.5 Ivar Aasen recovery factors

Ivar Aasen

Oil RF by
01.03.2019
13 %

Oil RF at EUR
52 %

Gas RF by
01.03.2019
14 %

Gas RF at EUR
44 %

References
The main references provided were:
• Ivar Aasen_ RNB2019.xlsm
• Ivar Aasen_ RNB2018.xlsm
4.1 Ivar Aasen
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•
•
•
•
•
•
•
•

Ivar Aasen LRP 2018.pdf, Aker BP 2018
Ivar Aasen PUD.pdf, Det Norske 2013
Reservoir Committee meeting_21.11.17_post meeting handout.pdf, OKEA
Reservoir Management Plan - 2018.pdf, OKEA
Handouts from IOR meeting 30.08.2018, Aker BP
OKEA AS, Annual Statement of Reserves 2018
Various power points supplied by OKEA
Answers in Q&A.
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4.2 Yme
Asset Overview
The Yme field is located 160 km north-east of the Ekofisk field, see Fig. 4.2, in water depth of 93 m in the
Norwegian part of the Norwegian Danish Basin. It was discovered by Statoil in 1987 and was put on
production in 1996. Yme ceased production in 2001 after having produced 8.1 MSm³o.e. (51 mmboe) as
operation was no longer profitable. However, there were significant volumes left in the field, and in 2007 a
redevelopment plan submitted by the new operator, Talisman, was approved. In 2013, after drilling 9 new
development wells and 2 appraisal wells, the redevelopment project was abandoned due to structural
deficiencies in the mobile offshore production unit. In 2015 “Yme New Development”, was initiated, and in
March 2018 a PDO for this development was approved by the authorities with first oil planned for 2020.

SLEIPNER ØST

VARG

Gamma

YME

BRYNHILD

Beta

COD
GYDA

Fig. 4.2 Location of the Yme field in the southern part of the Norwegian North Sea

The licence shares are shown in the table below.
Table 4.6 The licence shares for the Yme field (%).

Licence
PL 316 (Yme)

Repsol (Op.)
55

Lotos
20

OKEA
15

Kufpec
10

Discovery
The Yme field was discovered in 1987 by the 9/2-1 well in the Gamma structure. In 1990, another oil
discovery was made by the 9/2-3 well in the Beta structure, 12 km west of the Gamma structure. The
Sandnes formation is the productive reservoir, and is covered by Upper Jurassic shales from the Egersund,
Tau and Sauda formations. The primary source rock is the highly organic shale from the Tau Formation and
the sealing is provided by the Egersund, Tau and Sauda formations.

4.1 Ivar Aasen
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Reservoir
The reservoir in Yme is the Middle to Upper Jurassic Sandnes formation at a depth of approximately 3200
m. The two main structures, Gamma and Beta, are each subdivided into three segments separated by
faults. All of these segments, except Beta West, will be redeveloped. The reservoir model has been updated
after the recent drilling, and the current understanding is that the Sandnes formation was deposited in a
period of transgression with shore face sediments in a sandy delta. Channel belt complexes associated with
this delta correspond to main feeder channel systems and have the best reservoir properties. The thickness
of the Sandnes formation in the area surrounding PL 316 is up to 180 m. The average thickness is 150 m for
Gamma and 115 m for Beta. The Sandnes formation is divided into 10 zones, numbered from 1 to 10: YS1
(oldest) to YS10 (youngest).
Development
The Yme New Development (YND) includes a leased jack-up rig equipped with drilling and production
facilities. The jack-up will be installed on the Gamma location and re-use existing facilities on the field. The
oil will be exported by tankers and gas will be used for power generation, gas-lift and WAG.
The facilities currently installed on the field (according to PDO 2007) that will be reused, are as follows:
•
•
•
•

Storage tank
Caisson with risers and wells
Pipelines, umbilicals and subsea facilities at the Beta location
Submerged Loading System (SLS)

Existing facilities and equipment to be reused have been subjected to a verification program. A regular
maintenance, functionality and integrity program is implemented to ensure compliance with regulations and
safeguard of installations for the entire expected lifetime.
Changes and new equipment compared with PDO 2007 are comprised of the following:
•
•
•
•

A drilling rig with processing facilities will be installed on the field
A new wellhead module (WHM) will be installed on top of the existing caisson
A new support structure for the caisson
Beta North: A new subsea template with three wells tied in to the existing Beta manifold (on stream
from 2022).

The field will be producing from 12 horizontal production wells supported by 2 WAG injectors on Gamma
and 3 water injectors; one on Gamma and two on Beta. Nine of these wells are pre drilled wells on Yme
Beta and Gamma that were completed during the 2009-2010 period.
Produced water re-injection in combination with a regional aquifer will maintain the reservoir pressure, and
provide significant sweep towards the producers. Artificial lift for the production wells will primarily be
provided by gas lift, but Gamma East wells will utilise ESP.
Status
DG3 for the Yme New Development was passed in October 2017. An amended PDO for the redevelopment
of Yme was submitted In December 2017. The PDO was approved by the authorities in March 2018. First oil
is expected in second quarter 2020.
The Yme Life Extension project is a 5 year extension of the Yme New Development profile conditioned on a
5 year extension of the current facility lifetime of 10 years.
The recoverable volumes of Yme are classified as "Reserves / Approved for Development" for Yme New
Development and "Contingent Resources / Development Pending" for Yme Life Extension project (SPE's
PRMS classification system).
Volumes presented by OKEA
The Initially In-Place Volumes (IIPV) estimates as of 31.12.2017 and 31.12.2018 are listed in the table below.

4.2 Yme
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Table 4.7 IIPV for Yme for 31.12.2018 and 01.03.2019

Oil/Condensate,
MSm3
Gas, GSm3

Low
49.0

IIPV, 31.12.2018
Base
54.8

High
61.1

2.9

3.3

3.7

Low
49.0

IIPV, 01.03.2019
Base
54.8

High
61.1

2.9

3.3

3.7

AGR comments to IIPV
• General
• In 2017 two new geological models, one for Beta and one for Gamma, were produced based on
new wells in 2009-2010, new 3D interpretation, revised sedimentological model, revised structural
understanding and new petrophysical evaluation.
• The new wells show that there is still considerable uncertainty regarding depth conversion and
interpretation of top reservoir. This has been addressed in the Changed Plan for Development and
Operation, where variance parameters were used in order to limit the uncertainty range before the
STOIIP numbers were compared in the history matching process
• Free water levels of the different segments in the two structures are contributors to the uncertainty
in the STOIIP Numbers. Low case, Base case and High case for free water levels have been used
separately for each segment in order to take care of the variations.
• An integrated static uncertainty analysis, described in the Yme New Development "Changed Plan
for Development and Operation" gives ranges in STOIIP.
• The Yme New Development "Changed plan for Development and Operation" have performed
several important updates on the modelling. The numbers are slightly down from Yme PDO 2017:
Subsurface Support Document, but are still consistent. The P90 value for Yme is assumed to be
equal to the P50 less 10,5%. This is reasonable keeping in mind the long production history on
Yme, and a total of 37 wells on the field.
• Changes since certification 31.12.2018
• There are no changes since last update.
• Conclusions
• In AGR's opinion the IIPV figures are reasonable.
The Yme reserves balance sheet is given in Table 4.8. The 3P reserves was not certified by AGR last year
which results in a large increase in 3P revisions. The Yme contingent resources balance sheet is given in
Table 4.9. The contingent resources were not certified by AGR last year.
Table 4.8 Yme Reserves Balance Sheet

Gross reserves balance, 1.1.2019 - 1.3.2019, for:

Yme
100%

Reserves class

Status
31.12.2018

1P
2P
3P

8.25
10.17
12.79

Production
(Positive)

Revisions

Aquisitions or
sales

IOR

Discoveries/
New Projects

Status
01.03.2019

Oil and condensate, MSm3
8.25
10.17
12.79
Gas, GSm3
1P
2P
3P
NGL, MSm3 o.e.
1P
2P
3P
Oil equivalents, MSm3 o.e.
1P
2P
3P

4.2 Yme

8.25
10.17
12.79

8.25
10.17
12.79
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Table 4.9 Yme Contingent Resources Balance Sheet

Gross contingent resources balance, 1.1.2019 - 1.3.2019, for:

Yme
100%

Reserves class

Status
31.12.2018

1C
2C
3C

1.13
1.40
1.76

Production
(Positive)

Revisions

Aquisitions or
sales

IOR

Discoveries/
New Projects

Status
01.03.2019

Oil and condensate, MSm3
1.13
1.40
1.76
Gas, GSm3
1C
2C
3C
NGL, MSm3 o.e.
1C
2C
3C
Oil equivalents, MSm3 o.e.
1C
2C
3C

1.13
1.40
1.76

1.13
1.40
1.76

AGR comments to reserves and contingent resources
• General
• The reserves are consistent with the RNB2019 submission.
• The Yme New Development is categorized as reserves and the Yme Life Extension project is
categorized as contingent resources.
• Two independent simulation models (Gamma and Beta) were built directly from the geomodels,
with no up-scaling. Five relative permeability regions were defined based on permeability classes.
The SCAL data are derived from core plugs and PVT is derived from fluid samples. The models
were initialised using a set of capillary pressure curves varying with the permeability.
• A lot of emphasis have been made to history matching the models from the five years of
production history (1996 - 2001). Static and dynamic model uncertainties were combined to make
hundreds of equally probable models. The results were compared to the production history and
filtered. The process was repeated in several iterations. A reference model for both Gamma and
Beta were then selected. Each well has been history matched on individual level. The history
match on well level looks satisfactory.
• The most important parameters used in the history matching are aquifer size, pore volume
multipliers, fault communication, critical water saturation and static model (property distribution
and channel direction).
• The models have been adjusted to match the following parameters:
• Oil and water rate
• Static and dynamic well pressures
• Formation pressures obtained by Statoil and Talisman in conjunction with drilling
• The allocated historic production data is of good quality for most Gamma wells. There is
considerable uncertainty associated with the allocation of historic production between the Beta
wells as they shared the same production line, and the wells were never tested alone.
• The 9 pre drilled wells on Yme Beta and Gamma were completed during the 2009-2010 period.
The uncertainty associated with further use of these wells will be related to the removal of barrier
plugs and the initial flow of the wells. In the new development plan, these 9 wells will be recompleted using gas lift, i.e. the uncertainty related to the ESP's will no longer be relevant.
• Changes since certification 31.12.2018
• No changes
• Conclusions
• The production history helps reducing the reserves uncertainty. However, the field is
heterogeneous and compartmentalized, and there is still uncertainty about the water cut evolution
and drainage of the low permeability zones.
4.2 Yme
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• The reserves uncertainty range of -20 % / + 25 % is acceptable.
• The contingent resources linked to the Yme Life Extension project are conditioned on a 5 year
extension of the current facility lifetime of 10 years.
• The P50 recovery factors at EUR shown in Table 4.12 is reasonable.
• In AGR's opinion the figures reported by OKEA are reasonable and are endorsed.
Reserves and Contingent Resources certified by AGR
Economic evaluations have been carried out for the Yme field based on the costs and production profiles
originally supplied by OKEA and reviewed by AGR.
The economic evaluations have confirmed that the P90, P50 and P10 cases are economically robust under
the base oil price. The economic cut-off is reached at the end of technical production profiles for P90, P50
and P10. The key results are summarised below. More details on the estimation of the economic cut-offs
together with the production profiles are given in Section A.2 Yme Economic Summary and Production
Profiles.
Table 4.10 Net Yme reserves as of 01.03.2019

Reserves, AGR review
Oil, MSm3
Gas, GSm3
NGL, GSm3
Total, MSm3 o.e.
Total, mmboe

1P
1.24
1.24
7.78

2P
1.52
1.52
9.59

3P
1.92
1.92
12.07

The above reserves are based on sound industry practice and are endorsed.
Table 4.11 Net Yme resources as of 01.03.2019

Resources, AGR review
Oil, MSm3
Gas, GSm3
NGL, GSm3
Total, MSm3 o.e.
Total, mmboe

1C
0.17
0.17
1.07

2C
0.21
0.21
1.32

3C
0.26
0.26
1.66

The above resources are based on sound industry practice and are endorsed.
Table 4.12 Yme 2P Recovery Factors

Oil RF by
01.03.2019
14 %

Yme

Oil RF at EUR
33 %

Gas RF by
01.03.2019
-

Gas RF at EUR
-

References
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4.3 Draugen
The Asset overview
Draugen is an oil field in the southern part of the Norwegian Sea in production licenses (PL) 093 and 176
and blocks 6407/9 and 6407/12, see Fig. 4.3, in a water depth of 240 - 300 m. Draugen was discovered in
1984, and the plan for development and operation (PDO) was approved in 1988. Production started in 1993.
The field contains oil and associated gas with a field-wide common OWC at 1640 m TVD MSL.

Fig. 4.3 Draugen location map
Source NPD

The production strategy is oil production with pressure maintenance by water injection and aquifer support.
Several licenses in the area have the same ownership as the Draugen field including PL 093 B, PL 093 C,
PL 093 D and PL 158. The area includes the Hasselmus and Dansemus discoveries and several small
structures (prospects).
The company shares in the Draugen Field (the licences mentioned above) are listed in the table below.
Table 4.13 Draugen field licence shares (%). The field covers PL 093 and PL 176.

Licence
PL 093, PL 093 B, PL 093 C, PL 093 D
PL 176
PL 158

Petoro
47.88
47.88
47.88

OKEA (Op.)
44.56
44.56
44.56

Neptune
7.56
7.56
7.56

Discovery
The Draugen field was discovered with well 6407/9-1 in 1984. The well found sandstones in Rogn Fm filled
with light oil and an OWC. Later wells confirmed a field-wide common OWC at 1640 m TVD MSL.
Reservoir
Draugen produces oil from two formations. The main reservoir is in sandstone of Late Jurassic age in the
Rogn Formation. The western part of the field also produces from sandstones of Middle Jurassic age in the
Garn Formation. The reservoirs are relatively homogeneous with good reservoir quality.
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Development
The field has been developed with a concrete fixed platform with integrated topside, and has both platformand subsea wells. Stabilised oil is stored in tanks at the base of the facility. Two pipelines connect the
facility to a floating loading-buoy where the oil is exported by tankers. Excess associated gas is transported
through the Åsgard Transport System (ÅTS) to Kårstø.
Three production areas are developed; the platform area with six original platform producers in the main
Rogn reservoir, Rogn South, and Garn West with subsea production wells. Pressure is maintained by water
injection in the North (NWIT) and South (SWIT). Except from the six platform producers all wells are subsea.
Infill drilling has included four wells during 2001-2002, and most recently five wells during 2013-2015. The
infill drilling has targeted by-passed and attic oil.
Status
The recovery efficiency at Draugen is extremely high, and the best producers on the field are historically
among the best producers on the NCS. The initial production period was practically without water
production. However, a massive water break through in late 2001 resulted in a sharp reduction in oil
production, and a long tail followed with a slow decline. The field is now on tail end of production and has
as of 01.03.2019 recovered about 63 % of the expected STOIIP.
Recently several projects have been planned and executed to extend field life, reduce costs and improve
recovery. The infill drilling program adding five subsea producers and a subsea pump station has been
executed. The subsea pump contributes to increased production from the subsea wells, however, the
production through the booster station has until recently been limited by an integrity issue of the Garn West
production riser. The riser was replaced in 2018.
Associated gas has been used as fuel for power generation. With declining oil production, sufficient gas
volumes are no longer available and alternative solutions are needed. The current solution is to make use of
diesel together with the associated gas to cover the fuel requirements on Draugen. A long term solution is to
import gas. A concept for gas import has been chosen and the project was sanctioned in January 2019.
Going forward smaller projects linked to integrity issues will be the focus. The result of all the project activity
is that the End of Field Life (EoFL) has been extended to mid-to-late 2030's.
Production experience from the infill drilling has generally been below expectations, and the EUR of these
wells have been reduced in recent years. The main reason is that the oil in place appears to be less than
expected in the infill locations. Production has generally also been below the target due to underperformance of infill wells, and lower uptime than stipulated.
The recoverable volumes of Draugen are classified as "Reserves / On production" (SPE's classification
system). The Hasselmus development, extended lifetime as well the two infill wells are classified as
"Contingent Resources" (SPE's classification system).
AGR is not aware of any other pending decisions for extending field life to 2035.
Hasselmus
Hasselmus is a discovery located north-west of Draugen. The well 6407/9-9 drilled a horst block and found
a 7 m oil column overlain by a gas cap within Middle Jurassic Ile and Ror Formation in 1999. The reservoir
quality is very good, with permeabilities up to a few Darcy and porosity averaging 34%. The development of
Hasselmus with the purpose of delivering gas to Draugen for fuel gas was studied by Shell at an earlier
stage (2009-2013). At that time oil rim development was also evaluated. The project was halted and no
investment decision for this development has been taken so far. As of current, OKEA has restarted the
studies with the aim of producing the gas accumulation on Hasselmus, partly to secure gas for fuel, partly
for export. Production from the oil rim on Hasselmus is not considered as of present.
Infill Wells Æ and Ø.
OKEA are currently maturing several infill targets in the Draugen accumulation. Infill well Æ is targeting a
local high in the northernmost extent of the Draugen reservoir in Rogn. The well is situated in an area far
from oil producers, but relatively close to injection well B5. Infill well Ø is slightly further to the south, but still
north of the Draugen platform. Bearing in mind the disappointing results from the last infill well campaign
OKEA is proposing an appraisal program where current injection well B5 is used as a data point for
4.3 Draugen
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gathering of information to firm up the view of the existing oil column height in the infill Æ location. For the Ø
location the proposal is to drill an appraisal well to tag top reservoir, top reservoir properties and remaining
oil column height.
Volumes presented by OKEA
The Initially In-Place Volumes (IIPV) estimates as of 01.03.2019 are given in the RNB2019, and are listed in
the table below.
Table 4.14 IIPV for Draugen as of 01.03.2019

Oil/Condensate, MSm3
Gas, GSm3

Low
202.4
11.3

IIPV, 01.03.2019
Base
224.4
11.8

High
237.7
13.6

AGR comments to IIPV
• General
• The IIPV as of 01.03.2019 are consistent with those of the RNB2019 submission for Draugen.
• The Rogn Fm holds the majority of the STOIIP with 196.7 MSm3, while Garn Fm has 27.7 MSm3.
• A full-field geomodel for Draugen constructed in 2008 has a lower STOIIP, ~202 MSm3. The model
was updated with the latest in-fill wells drilled in 2013-2015, but this had only minor impact on the
volumes.
• The simulation model has been history matched and the pore volume from FFM2008 geomodel
has been increased. STOIIP in this model corresponds to the RNB2019 numbers
• The uncertainty ranges are quite narrow, -10/+6% for Rogn and -11/+3% for Garn, which is logical
considering the late life of the field.
• Remaining uncertainties are related to reservoir properties at the flanks, Top Rogn map (seismic
pick and velocity model), Top Garn surface and Rogn/Garn communication.
• Conclusions
• In AGR's opinion the IIPV figures are reasonable.
Table 4.15 IIPV for Hasselmus as of 01.03.2019

Oil/Condensate, MSm3
Gas, GSm3

Low
2.1
1.4

IIPV, 01.03.2019
Base
3.3
2.7

High
4.4
3.9

AGR comments to IIPV
• General
• The IIPV for Hasselmus as given by OKEA is taken from the current subsurface study related to a
development study of fuel gas to Draugen.
• A geomodel in Petrel was built and an uncertainty study were performed in 2008 and updated in
2014, which gave the IIPV in Table 4.15. Top reservoir and facies distribution are the largest
uncertainty factors. The range in GIIP of -48%/+45% is quite large.
• IIPV is not in accordance with RNB 2014. The GIIP in the RNB 2014 is lower compared to that of
the study and geomodels provided.
• Note that even though STOIIP is reported, the discovery is not planned to be produced.
• Conclusions
• In AGR's opinion the IIPV figures are reasonable even though they are not consistent with the RNB
2014 submission. Our conclusions are based on the Hasselmus study from 2008.
The Draugen reserves balance sheet is shown in Table 4.16 and the contingent resources balance sheet is
presented in Table 4.17.
4.3 Draugen
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Table 4.16 Draugen Reserves Balance Sheet

Gross reserves balance, 1.1.2019 - 1.3.2019, for:

Draugen
100%

Reserves class

Status
31.12.2018

Production
(Positive)

1P
2P
3P

9.27
10.50
11.56

0.15
0.15
0.15

1P
2P
3P

0.00
0.00
0.00

0.01
0.01
0.01

1P
2P
3P

0.15
0.17
0.19

-0.04
-0.04
-0.04

1P
2P
3P

9.42
10.67
11.76

0.12
0.12
0.12

Revisions

Aquisitions or
sales

IOR

Discoveries/
New Projects

Status
01.03.2019

Oil and condensate, MSm3
9.11
10.35
11.41

0.00
Gas, GSm3

0.00
0.00
0.00
NGL, MSm3 o.e.
0.00
0.00

0.19
0.21
0.22

Oil equivalents, MSm3 o.e.
0.00
0.00

9.30
10.55
11.64

Table 4.17 Draugen Contingent Resources Balance Sheet

Gross contingent resources balance, 1.1.2019 - 1.3.2019, for:

Draugen
100%

Reserves class

Status
31.12.2018

1C
2C
3C

0.78
1.43
1.92

1C
2C
3C

0.80
1.70
2.41

1C
2C
3C

0.65
0.74
0.81

1C
2C
3C

2.24
3.87
5.14

Production
(Positive)

Revisions

Aquisitions or
sales

Oil and condensate, MSm3
0.56
1.06
1.56
Gas, GSm3
0.81
0.24
-0.14
NGL, MSm3 o.e.
0.05
-0.04
-0.12
Oil equivalents, MSm3 o.e.
1.42
1.26
1.31

IOR

Discoveries/
New Projects

Status
01.03.2019

1.34
2.49
3.47
1.62
1.94
2.27
0.70
0.70
0.70
3.66
5.13
6.44

AGR comments to reserves and contingent resources
• General
• OKEA has included reserves in the Draugen field in accordance with RNB 2019, but adjusted for
final production numbers for 2018 and January and February 2019. Two projects are included in
the reserves; the base production and Draugen Upgrade including gas import for fuel and
extending production to 2035.
• The Draugen Upgrade project is reported as Contingent Resources in RNB 2019 since it is not
formally sanctioned. However, several projects have been initiated to extend production and the
concept for fuel using imported gas has now been sanctioned. AGR considers it to be very likely
and with "reasonable certainty" that this project will be sanctioned.
• The production experience and recent under-performance has been taken into account in the
history matched models. This and the new riser for the subsea wells should give a better
confidence at reaching the target production going forward.
• The production profiles are generated using a history matched simulation model. AGR has
checked the model and concluded that the history match is good and the predictions follow
logically after the historical data. Recent updates include water injection in the northern template
(NWIT) from 2021 and putting the shut-in producer E1 back on stream. Other adjustments are
related to availability and gas lift.
• The Hasselmus resources have been matured to concept selection including using the gas for fuel
at Draugen. However, the selected option for Draugen fuel gas is now to import gas. It is
4.3 Draugen
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considered technically feasible to produce Hasselmus, both the gas and the oil rim, although the
thin oil zone is expected to have low recovery efficiency and is thus not currently evaluated for
production by OKEA. If Hasselmus is developed and used for fuel on Draugen, the gas export
pipeline will still be available for export. This scenario will potentially result in gas export,
dependent on producible volumes. It will however lead to the possibility of NGL export. The
reason is that NGL reported for Draugen is the components that the Draugen processing facility is
unable to stabilise in the oil phase. These components can be exported through this, even if no
gas is exported as long as the pipeline is available. The NGL profile suggested by OKEA is
constructed by extrapolating the current NGL production relative to oil production. Note that the
assumption of no fuel gas import is unlikely since this is a sanctioned project, although a
sanctioned gas import case does not rule out Hasselmus development at a later point in time. The
volumes from Hasselmus are planned to be produced through a single gas production well and
thereafter be transported via pipeline to Draugen platform for processing. The current base case
assumes a 65 % recovery rate of gas in the base case, which is considered reasonable. However
the uncertainty span of only +19 % is very low considering the -48 % / +45 % uncertainty on in
place volumes and current maturity.
• The NGL export for Draugen made possible from the Hasselmus development is included in the
Hasselmus volumes tabulated in Table 4.19. Any NGL from the Hasselmus field production is not
included at this point in time.
• The infill well resources are identified potential targets that is matured using the data available in
an industry standard manner. Both targets have identified data gathering projects to further firm
up the volumes before the final investment decision is taken. NGL export for these volumes given
Hasselmus project sanction is not taken into account. The combined net Contingent Resources is
tabulated in Table 4.20.
• Given Hasselmus and Infill well volumes coming on stream the Draugen facility will have a 3 year
longer economic lifetime until 2038. The 3 years of production is reported as Contingent
Resources in Table 4.21.
• Changes since certification 31.12.2018
• Draugen production for last 3 months of 2018 have been finally allocated, and January and
February 2019 production have been taken into account in the reserves on Draugen.
• Dansemus have been removed from the contingent resources due to decreasing probability of
success.
• Infill wells Æ and Ø have been included as contingent resources as they have been matured.
• Hasselmus have a decreased volume span for the gas contingent resources and a small change in
NGL export due to different Hasselmus start up time. Furthermore the oil volumes have been
taken out.
• Conclusions
• The reserves are consistent with the RNB 2019 reporting, based on sound industry practice and
are reasonable.
• The contingent resources for Hasselmus are based on sound industry practice.
• The contingent resources for the infill wells are uncertain, but indicate a potential for further infill
well drilling on Draugen.
• The P50 recovery factors at EUR shown in Table 4.22 are high but reasonable given the excellent
reservoir properties and long production history.
Reserves and Contingent Resources certified by AGR
Economic evaluations have been carried out for the Draugen Field based on the costs and production
profiles originally supplied by OKEA and reviewed by AGR.
The economic evaluations have confirmed that the P90, P50 and P10 cases are economically robust under
the base oil price. The economic cut-off is reached at the end of technical production profiles for all
outcomes, P90, P50 and P10. The key results are summarised below. More details on the estimation of the
economic cut-offs together with the production profiles are given in Section A.3 Draugen Economic
Summary and Production Profiles.
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Table 4.18 Net Draugen reserves as of 01.03.2019

Reserves
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3o.e.
Total, mmboe

1P
4.06
0.00
0.08
4.14
26.07

2P
4.61
0.00
0.09
4.70
29.58

3P
5.09
0.00
0.10
5.18
32.61

2C
0.76
0.28
1.04
6.53

3C
0.90
0.28
1.18
7.45

2C
0.69
0.69
4.31

3C
1.03
1.03
6.47

1C
0.32
0.11
0.03
0.46
2.92

2C
0.42
0.11
0.03
0.56
3.55

3C
0.52
0.11
0.03
0.66
4.15

Oil RF at EUR

Gas RF by
01.03.2019
14 %
-

Table 4.19 Net Hasselmus contingent resources as of 01.03.2019

Contingent Resources
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

1C
0.61
0.28
0.89
5,61

Table 4.20 Net Draugen infill projects contingent resources as of 1.3.2019

Contingent Resources
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

1C
0.27
0.27
1.72

Table 4.21 Net Draugen extended lifetime until 2038 as of 1.3.2019

Contingent Resources
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe
Table 4.22 Draugen recovery factors

Draugen
Hasselmus

Oil RF by
01.03.2019
63 %
-

67 %
-

Gas RF at EUR
14 %
63 %
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4.4 Gjøa
Asset overview
Gjøa is a field in the northern part of the North Sea, 50 km north-east of the Troll Field (Fig. 4.4). The water
depth in the area is 360 m. Gjøa is a host platform for the Vega and Nova is currently being developed as an
additional tie-back. Gjøa is also being considered as host for other resources in the area. A final investment
decision for the Gjøa P1 segment re-development project, was made in February 2019, increasing IIPV and
reserves in the licence. A prospective area identified as Hamlet is south of a discovery well 35/9-3T2.

Fig. 4.4 Gjøa location map
Table 4.23 Gjøa field licence shares (%).

Licence
PL 153 (Gjøa)

OKEA
12

Neptune (Op.)
30

Petoro
30

Wintershall
20

DEA
8

Discovery
Gjøa was discovered in 1989 by well 35/9-1, followed by two appraisal wells, 35/9-2 and 36/7-1.
Reservoir
The reservoir contains gas above a relatively thin oil zone in sandstone of Jurassic age in the Dunlin, Brent
and Viking Groups. The field comprises several tilted fault segments with partly uncertain communication
and variable reservoir quality. The reservoir depth is 2200 m.
The P1 segment of the Gjøa Field consists of three separate hydrocarbon accumulations in Viking Gp.,
Brent Gp. and Dunlin Gp. reservoir sands. Viking Gp. gas is presently being drained by well 35/9-F-1AH.
Development
The field is developed with four subsea templates and one satellite well tied-back to a semi-submersible
production and processing facility. Un-drained Brent Gp. and Dunlin Gp. hydrocarbons in the P1 segment
are planned to be produced via a subsea tie-back re-development of the P1 segment from a new 4-slot
template connected to existing E and F templates.
Production from Gjøa started in 2010. The field is produced by pressure depletion. In the southern
segments, oil production was prioritised in the first years. Gas blow-down, production of the gas cap,
started in 2015. Low pressure production was implemented in 2017.
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Gjøa is the first floating production platform operated with power from shore – through a 100 km long
submarine cable from Mongstad, on the west coast of Norway. The electrification of the Gjøa field reduces
CO2 emissions by 200000 tons a year.
Stabilised oil is exported by pipeline connected to Troll Oil Pipeline II, for further transport to the Mongstad
terminal. Rich gas is exported via the Far North Liquids and Associated Gas System (FLAGS) on the UK
continental shelf, for further processing at the St Fergus terminal in the UK.
Status
All initially planned production wells have been drilled in the Gjøa Field, but the re-development project of
the P1 segment is currently starting up. A DG2, Concept Select, report was presented in August 2018, and
a final investment decision (FID) was made in the licence in February 2019. The recommended concept is
production by depletion from two oil producers and one gas producer, drilled from a 4-slot template
connected to Gjøa F- and E-templates. The P1 North segment and P1 South Etive Fm. oil will be appraised
by dedicated pilots prior to drilling the development wells.
The recoverable volumes of Gjøa are classified as "Reserves / On production" for existing wells. The P1 redevelopment, which is matured from "Contingent Resources" to "Reserves / Approved for Development".
The 35/9-3 discovery is classified as "Contingent Resources" (SPE's classification system).
Volumes presented by OKEA
The Initially In-Place Volumes (IIPV) estimates as of 01.03.2019 are given in the RNB2019, and are listed in
the table below.
Table 4.24 IIPV for the Gjøa field

Oil/condensate, MSm3
Gas, GSm3

Low
60.06
58.81

IIPV, 31.12.2018
Base
High
65.01
72.95
63.60
69.47

Low
60.06
58.81

IIPV, 01.03.2019
Base
High
65.01
72.95
63.60
69.47

IIPV, 31.12.2018
Base
High
1.50
1.95
0.50
0.65

Low
1.05
0.35

IIPV, 01.03.2019
Base
High
1.50
1.95
0.50
0.65

Table 4.25 IIPV for the 35/9-3 discovery

Oil/condensate, MSm3
Gas, GSm3

Low
1.05
0.35

AGR comments to IIPV
• General
• The IIPV for the Gjøa field as of 31.12.2018 are from the RNB2019 submission
• IIPV for the Gjøa field includes volumes in P1, also in the un-proven P1 North segment
• IIPV for the 35/9-3 discovery are based on the operator's work connected to planning for drilling of
the adjacent Hamlet prospect. OKEA assumes a spread of +30 % for high/low numbers
• Conclusions
• In AGR's opinion the IIPV figures are reasonable though there are some uncertainties as to the
reservoir distribution and associated parameters.
The Gjøa reserves balance sheet is presented in Table 4.26 and the contingent resources balance sheet is
presented in Table 4.27.
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Table 4.26 Gjøa Reserves Balance Sheet

Gross reserves balance, 1.1.2019 - 1.3.2019, for:

Gjøa
100%

Reserves class

Status
31.12.2018

Production
(Positive)

1P
2P
3P

0.67
1.15
2.43

0.10
0.10
0.10

1P
2P
3P

7.70
10.43
14.29

0.57
0.57
0.57

1P
2P
3P

3.30
4.47
6.12

0.21
0.21
0.21

1P
2P
3P

11.67
16.05
22.84

0.88
0.88
0.88

Revisions

Aquisitions or
sales

IOR

Oil and condensate, MSm3
0.00
-0.25
0.01
Gas, GSm3
0.19
0.00
0.00
NGL, MSm3 o.e.
0.82
0.00
0.00
Oil equivalents, MSm3 o.e.
1.00
-0.25
0.01

Discoveries/
New Projects

Status
01.03.2019

1.31
1.66
2.43

1.87
2.46
4.77

1.72
2.01
2.36

9.04
11.87
16.08

0.86
1.01

3.91
5.12
6.93

3.03
4.53
5.80

14.82
19.45
27.77

Table 4.27 Gjøa Contingent Resources Balance Sheet

Gross contingent resources balance, 1.1.2019 - 1.3.2019, for:

Gjøa
100%

Reserves class

Status
31.12.2018

1C
2C
3C

1.21
2.27
2.96

1C
2C
3C

3.17
4.41
5.25

1C
2C
3C

1.33
1.86
2.22

1C
2C
3C

5.70
8.54
10.42

Production
(Positive)

Revisions

Aquisitions or
sales

Oil and condensate, MSm3
-1.10
-2.07
-2.68
Gas, GSm3
-3.13
-4.27
-5.03
NGL, MSm3 o.e.
-1.33
-1.82
-2.15
Oil equivalents, MSm3 o.e.
-5.56
-8.16
-9.86

IOR

Discoveries/
New Projects

Status
01.03.2019

0.11
0.20
0.28
0.04
0.14
0.22

0.04
0.08
0.14
0.38
0.57

AGR comments to Reserves and Contingent Resources
• General
• The reserves as of 01.03.2019 are consistent with those of the RNB2019 submission, adjusted for
final production numbers for 2018 and January and February 2019.
• The reserves reported by the Operator are based on a full field simulation model where IIPV are in
accordance with numbers reported in Table 4.24, and history matched to production data until
end May 2018.
• Volumes which are planned produced by new wells in the P1 re-development project, are now
included as reserves. A final investment decision was for the project was made February 2019.
Reported volumes are based on the uncertainty analysis presented in the report. Volumes in the
northern segments of P1 are regarded as uncertain and are risked (81% probability of success) in
the uncertainty study.
• Contingent volumes include additional volumes from well B-1 for a change of gas lift valve
planned April 2019, which will extend well lifetime and increase reserves if successful; ref. Table
4.29.
• Contingent volumes also include volumes for the 35/9-3 discovery which may be produced in
conjunction with a discovery and development of the Hamlet prospect. The 35/9-3 discovery is
marginal in size, and is interpreted to contain sands of relatively poor lateral extension, thus a low
recovery factor (10 %) is assumed for both oil and gas.Table 4.30

4.4 Gjøa

Page 23 of 55

Technical Report
OKEA Audits

• Changes since AGR certification 31.12.2018
• The reserves numbers are adjusted for production 2018 and in January and February 2019.
• The P1 re-development project is moved from Contingent Resources to Reserves (Approved for
Development)
• Conclusions
• The 1P gas is 24 % less than and the 3P gas is 35% higher than the 2P gas. This represents a
relatively large uncertainty span for such a mature field as Gjøa. Part of this is due to the
uncertainty in economic lifetime, which may be extended with tie-in of nearby discoveries.
• The P50 recovery factors at EUR shown in Table 4.31 are relatively low, but seem reasonable
when compared to NCS fields with similar complexity and drainage strategies.
• The numbers reported by OKEA are reasonable.
Reserves and Contingent Resources certified by AGR
Economic evaluations have been carried out for the Gjøa field based on the costs and production profiles
supplied by OKEA and reviewed by AGR.
The economic evaluations have confirmed that the P90, P50 and P10 cases are economically robust under
the base oil and gas prices. No economic cut-offs are applied; all cases show positive cash-flow throughout
the technical life (P90 and P50 until end 2027, P10 until end 2029). The key results are summarised in Table
4.28 showing the net 1P, 2P and 3P reserves for the Gjøa Field, as certified by AGR. More details on the
estimation of the economic cut-offs together with the production profiles are given in Section A.4 Gjøa
Economic Summary and Production Profiles.
Table 4.28 Net Gjøa reserves as of 01.03.2019

Reserves
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3o.e.
Total, mmboe

1P
0.22
1.08
0.47
1.78
11.19

2P
0.29
1.42
0.61
2.33
14.68

3P
0.57
1.93
0.83
3.33
20.96

Table 4.29 Net Gjøa contingent resources due to B1 intervention as of 01.03.2019

Contingent Resources
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3o.e.
Total, mmboe

1C
0.00
0.00
0.00
0.00
0.00

2C
0.01
0.01
0.00
0.02
0.13

3C
0.01
0.02
0.01
0.04
0.23

Table 4.30 Net Gjøa contingent resources due to 35/9-3 discovery as of 01.03.2019

Contingent Resources
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3o.e.
Total, mmboe

1C
0.00
0.00
0.00
0.00
0.01

2C
0.02
0.01
0.00
0.02
0.15

3C
0.02
0.01
0.00
0.03
0.20

The above reserves are based on sound industry practice and are endorsed.
Table 4.31 Gjøa recovery factors

Gjøa

4.4 Gjøa

Oil RF by
01.03.2019
20 %

Oil RF at EUR
24 %

Gas RF by
01.03.2019
45 %

Gas RF at EUR
63 %
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4.5 Grevling
Asset overview
Grevling lies south of Sleipner Øst and north of the Varg field and east for the Storskrymten discovery (Fig.
4.5). The water depth for the area is 86 m. The Grevling structure is divided into three segments: West,
East, and North East.

Storskrymten

Grevling

Fig. 4.5 Grevling and Storskryten location map
Table 4.32 Grevling discovery licence shares (%).

Licence
PL038D (Grevling)

OKEA (OP)
55 %*

Petoro
30 %

Chrysaor Norge AS
15 %

* Chrysaor has the right to increase its WI by 20%, reducing OKEA's WI accordingly.
Discovery
Grevling discovery well 15/12-21 with sidetrack 15/12-21A, was drilled in 2009 by Talisman. Appraisal well
15/12-23 with sidetrack 15/12-23A was drilled in 2010. Oil was discovered in Middle Jurassic Hugin Fm,
Bryne Fm. as well as Late Triassic Skagerrak Fm.
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Reservoir
The Grevling reservoir consists of Triassic Skagerrak, Jurassic Bryne and late Jurassic Hugin Fms. The
Hugin formation sands were deposited in shallow seas as barrier sands. The Bryne Fm is subdivided into
three sub-zones depositionally: Marine, Fluvial and Terrestrial. The Skagerrak is subdivided into two subzones; Fluvial and Aeolian. The Hugin Fm reservoir is separated from the Bryne by Sleipner coals and there
does not appear to be any communication between the two. The Hugin Fm reservoir ranges in thickness
between 28 m and 35 m. The Sleipner coal varies in thickness between 14 m in the east and 55 m in the
western segment. The Bryne Fm. has a fairly constant thickness of about 20 m (as observed in the wells).
A common Bryne and Skagerrak free water level is defined at 3225.7 mTVD SS in Grevling East. In Grevling
West, a similar common Bryne and Skagerrak free water level is defined at 3296 mTVD SS.
Development
The operator passed the concept selection gate (DG2) internally in March 2019. The Licence owners are
expected to approve the DG2 in April 2019. The concept evaluation report screened three main concepts; a)
Redeployment of a FPSO, b) New-build MOPU Jack-up and c) Subsea tie-back to a host platform. The
recommendation was to continue with concept b), a new-build MOPU Jack-up.
The Grevling and the Storskrymten discoveries (see 4.6 Storskrymten for further details on Storskrymten)
are aiming for a joint development. Storskrymten was awarded 01.03.2019 as a result of an APA2018
application. The underlying subsurface assessment of the Storskrymten discovery is substantially less
mature than that for the Grevling discovery. This is also true for the drainage strategy and development
concept. Consequently, the maturation of the Storskrymten development will be given high priority in the
next project phases to be aligned with the Grevling development for a combined PDO submission.
The current Grevling drainage strategy is based on a two-staged field development reducing the technical
risk and minimising the initial development investments and economical downside. A staged development
facilitates data acquisition in stage 1 allowing improved well positioning and increased ultimate recovery of
the field and project value in stage 2.
Stage 1 assumes one producer and water injector pair in Skagerrak and Hugin formations respectively in
the Eastern block. In addition, a co-mingled Bryne/Skagerrak producer is planned in the Western block. An
oil producer in the Storskrymten field is also assumed as part of Stage 1. The associated gas production
will to a large extent be utilized as fuel, however a minor volume of gas might need to be injected to the
reservoir through a dedicated gas injection well located on the Hugin crest. Due to significant risks of
sulphate scales in the well-bore and topsides associated with raw seawater injection, water from the
shallow Utsira formation is planned to be provided from a dedicated well.
Stage 2 assumes one additional Skagerrak crest producer that will be converted to an injector after one
year production to support the mid-point producer in Stage 1. In addition, A Bryne producer and
Storskrymten water injector is planned as part of Stage 2 to be implemented 3 years after Stage 1 start-up.
Grevling main subsurface risk are associated to lateral connectivity and low permeability. To achieve
economical production rate and recovery, long horizontal sections are planned to maximise reservoir
exposure. Gas lift will be installed in all producers.
Status
Assuming the DG2 (concept select) is approved by the Licence owners in April 2019, final investment
decision (FID) and PDO submission (DG3) is scheduled in June/July 2020. The corresponding first oil (DG4)
is expected in Q4 2022 (production profiles start in January 2023).
The recoverable volumes of Grevling are classified as "Contingent Resources / Development On Hold" for
the Grevling Development project (SPE's PRMS classification system). The "Development On Hold"
classification is linked to the dependency of the Grevling development on a successful maturation of the
Storskrymten discovery (joint development of Grevling and Storskrymten).
Volumes presented by OKEA
The IIPV presented in Table 4.33 are defined by the NPD Resource Classification 5F.
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Table 4.33 IIPV volumes from RNB2019 for Grevling.

Grevling
Oil/condensate, MSm3
Gas, GSm3

Low
24.1
-

IIPV, 31.01.2018
Base
27.8
-

High
29.7
-

IIPV, 01.03.2019
Base
30.44
-

High
40.24
-

Table 4.34 IIPV volumes from DG2 report for Grevling.

Grevling
Oil/condensate, MSm3
Gas, GSm3

Low
18.20
-

AGR comments to IIPV
• General
• The IIPV and associated resources are presented by OKEA RNB2019 in its DG1 report.
• The revised IIPV and associated resources are presented by OKEA in their DG2 report.
• Storskrymten which is to be developed at the same time as Grevling is not included in these IIPV
volumes.
• The revised volumes presented are based on the current understanding of the field and the
reduction of uncertainties through the DG2 work.
• Several factors have lead to the generally higher STOIIP and the broader range
• Finer layered model improves the geocellular grid quality
• The area and bulk volume has been increased by more than 10% (change in interpretation)
• FWL in the west block moved down
• Changes to the facies with two net reservoir facies
• Cell based algotithms in property simulation
• A lower PHIE cut-off fo the best sand and the higher cut-off for the poorer sands
• According to the Operator the main subsurface risk is related to the recoverable volumes not the
hydrocarbons in place.
• Conclusions
• In general the volumes presented by OKEA are acceptable and represent a more realistic spread
from low to high.
• The main factors are all related to creating greater Pore Volume (larger Bulk volume, increasing the
number of net reservoirs, change in FWL and changes to the PHIE cut-offs).
There are no reserves on Grevling. The Grevling contingent resources balance sheet are given in Table 4.35.
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Table 4.35 Grevling Contingent Resources Balance Sheet (Gross)

Gross contingent resources balance, 1.1.2019 - 1.3.2019, for:

Grevling
100%

Reserves class

Status
31.12.2018

1C
2C
3C

4.32
6.83
10.08

Production
(Positive)

Revisions

Aquisitions or
sales

Oil and condensate, MSm3
-0.91
-1.65
-2.53
Gas, GSm3

IOR

Discoveries/
New Projects

Status
01.03.2019

3.41
5.18
7.55

1C
2C
3C
NGL, MSm3 o.e.
1C
2C
3C
1C
2C
3C

4.32
6.83
10.08

Oil equivalents, MSm3 o.e.
-0.91
-1.65
-2.53

3.41
5.18
7.55

AGR comments to contingent resources
• General
• The reduction in contingent resources ("Revisions") is due to project maturation from DG1/
RNB2019 to DG2 as a result of static and dynamic model update, change in reservoir targets for
production, drainage optimization and change of development concept from subsea tie-back to
MOPU.
• Grevling is an oil discovery with no gas cap and little aquifer support.
• All intra-reservoir faults er expected to be leaking modelled with a transmissibility of 0.2 in base
case.
• There is a significant mismatch between a) the permeability from core data and petrophysical
analysis and b) the results from the well test (DST) pressure test analysis (PTA). Global permeability
multipliers in the range of 0.25 to 0.32 were introduced in the full field simulation model to scale
down the permeability from core data and petrophysical analysis to match the results from the
PTA.
• The producers are long horizontal wells penetrating as much pay zone as possible to ensure
efficient drainage of the reservoir.
• Full voidage replacement will be ensured through injecting produced water combined with water
from the Utsira formation to avoid sulphate scaling.
• Artificial lift by use of gas lift is included in all producers to maximize recovery.
• A static and dynamic sensitivity analysis has been carried out to identify and highlight the critical
parameters and key subsurface risks. Net-to-gross cut-off (NTG), free water level/water saturation
(FWL/Sw) and global permeability multipliers are the top three ranking variables with maximum
impact on total oil recovery. The highest impact is NTG cut-off variable which is related to
reservoir connectivity. A discontinuous and poorly connected sand could potentially severely
reduce the effect of water injection, reservoir sweep and ultimate recovery.
• The Grevling development is contingent on a joint development with the Storskrymten discovery.
The maturity level of the Storskrymten discovery is substantially lower than that to the Grevling
discovery. Hence, the combined development is pending on a successful maturation of the
Storskrymten discovery.
• Changes since certification 31.12.2018
• The end of year 2018 certification was based on the Feasibility Evaluation Report (DG1) and
RNB2019. This certification is based on the Concept Evaluation Report (DG2).
• The development concept has changed from a subsea tie-back to nearby existing facility (one
option during feasibility evaluation) to a new-build MOPU Jack-up.
• Target reservoir zones for production is now Hugin, Skagerrak and Bryne formations. Previously,
only Skagerrak and Bryne was assumed drained.
4.5 Grevling
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• First oil has been postponed from 2021 to end 2022 as a result of concept selected.
• Grevling is now a joint development with Storskrymten discovery.
• ESP has been replaced by gas lift (more reliable).
• Conclusions
• The contingent resources are based on sound industry practice.
• A resource uncertainty range of -35 % for 1C and +45 % for 3C compared to 2C resources is
reasonable for a project with a DG2 concept select decision in place.
• The Base recovery factor at EUR shown in Table 4.37 is reasonable, but conservative. In AGR's
view, there is an upside potential as the permeability seems to be conservatively scaled down in
the simulation model.
• In AGR's opinion the figures reported by OKEA are reasonable and on the conservative side.
Volumes certified by AGR
The contingent resources for Grevling supplied by OKEA and reviewed by AGR have not been subject to an
economic evaluation. The key results are summarised below. The technical production profiles are given in
Section A.5 Grevling Technical Production Profiles.
Table 4.36 Net Grevling contingent resources as of 01.03.2019

Contingent Resources
Oil, MSm3
Gas, GSm3
NGL, GSm3
Total, MSm3 o.e.
Total, mmboe

1C
1.88

2C
2.85
2.85
17.9

1.88
11.8

3C
4.15
4.15
26.1

The above contingent resources are based on sound industry practice and are endorsed.
Table 4.37 Grevling 2C Recovery Factors

Grevling

Oil RF by
01.03.2019
0%

Oil RF at EUR
17 %

Gas RF by
01.03.2019
-

Gas RF at EUR
-

References
The main references are:
•
•
•
•
•
•

GDP Concept Evaluation Report (11.03.2019), OKEA.
GDP Subsurface Support Document for DG2 (01.03.2019), OKEA.
GDP plan DG2-DG4, OKEA
OKEA Annual Statement of Reserves and Resources - 2019 status Q1 (24.04.2019), OKEA
GRV-STO - memo.docx (09.04.2019), OKEA
NPD fact pages
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4.6 Storskrymten
Asset overview
Storskrymten oil and gas discovery lies south of Sleipner Øst and north of the Varg Field and east for the
Grevling discovery Fig. 4.5. The water depth for the area is 86 m. The Storskrymten licence was granted
01.03.2019 and is valid to 01.03.2021 for the initial phase. Work program includes geological and
geophysical studies and with the delivery of the PDO by 01.30.2021.
Table 4.38 Storskrymten discovery licence shares (%).

Licence
PL974 (Storskrymten)

OKEA (OP)
78.57%

Chrysaor Norge AS
21.43%

Discovery
Storskrymten discovery well 15/12-18S with sidetrack 15/12-18A, was drilled in 2007 by Det norske
oljeselskap ASA. The Paleocene Ty Formation at 2670 m (2589 m TVD RKB) was found hydrocarbon
bearing in the discovery well 15/12-18S while oil was proven in Heimdal Fm. reservoir while the Ty Fm sand
was found to be water bearing in the appraisal well 15/12-18A.
Reservoir
The Storskrymten reservoir consists of Paleocene Maureen/Ty Fm. The Maureen/Ty sand was deposited in a
deep marine fan system which built out from the west and pinches out in the area between Storskrymten
and Grevling discoveries. The sandstones are generally massive and clear to light grey in colour. Distally,
the sandstones are interbedded with dark grey shales, but the sandstone bodies tend to be clean. In the
Storskrymten wells 15/12-18 S and 15/12-18 A the Maureen/Ty is 42 m and 12 m MD, respectively. No
cores were taken in either discovery or appraisal well.
The average log porosity of the Maureen/Ty net reservoir in the Storskrymten discovery is evaluated to be
23 % in 15/12-18 S and 24 % in 15/12-18 A. The Heimdal sands have an average value of about 22% with
a range from 15 % to about 25%.
The FWL was from pressure data set to 2687.5 m (2602.5 m TVD RKB). From the resistivity logs, however,
the OWC would be set at 2691 m (2605.8 m TVD RKB). This gives a vertical oil column of 16.8 m. Shows
were recorded down to 2722 m TVD RKB.
Development
Storskrymten and Grevling discoveries are aiming for a joint development (see 4.5 Grevling for further
details on Grevling). The selected concept for the Grevling development is a new-build MOPU Jack-up.
The current Storskrymten base case drainage strategy includes one horizontal oil producer and one water
injector drilled from the Grevling Field Centre. The start-up of water injection for pressure support and
displacement is delayed by 2 years after production start-up. For the low case, the development is limited
to one production well.
The requirement for artificial lift has not been considered, but the operator has recommended to study this
at a later stage.
Status
Storskrymten was awarded 01.03.2019 as a result of an APA2018 application. The underlying subsurface
assessment of the Storskrymten discovery is substantially less mature than that for the Grevling discovery.
This is also true for the drainage strategy and development concept. Consequently, the maturation of the
Storskrymten development will be given high priority in the next project phases to be aligned with the
Grevling development for a combined final investment decision (FID) and PDO submission (DG3) scheduled
in June/July 2020.
The recoverable volumes of Storskrymten are classified as "Contingent Resources / Development
Unclarified" (SPE's PRMS classification system).
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Volumes presented by OKEA
The IIPV presented below are defined by the NPD Resource Classification 5F.
Table 4.39 IIPV volumes from 2018 APA application for Storskrymten.

Storskrymten

IIPV, 01.03.2019
Base
2.77
0.031
1.7

Low
1.17
0.013

Ty Fm Oil/condensate, MSm3
Ty Fm Gas, GSm3
Heimdal Fm Oil/Condensate,
MSm3

High
4.81
0.053

AGR comments to IIPV
• General
• The IIPV and associated resources are presented by OKEA in its Storskrymten Memo 09/04/19.
• The APA work was quite thorough, though the reporting does not appear to be completed. The
Storskrymten Memo elaborates on the revision of the IIPV volumes.
• Sensitivities do not appear to have been performed.
• OKEA has recognized that the APA 2018 application report is a somewhat optimistic assessment
of the in-place volumes, and therefore likely to change when a detailed assessment is made. The
IIPV and associated resources presented by OKEA in Table 4.39 above is reflecting this by
reporting lower IIPV volumes compared to the APA 2018 application report.
• High case in Table 4.39 above is equivalent to the Base case in the APA application.
• Conclusions
• In general the volumes presented by OKEA are acceptable especially in light of the Storskrymten
Memo 09/04/19.
There are no reserves on Storskrymten. The Storskrymten contingent resources balance sheet is given in
Table 4.40. The contingent resources were not certified by AGR last year as the Licence was issued early
2019.
Table 4.40 Storskrymten Contingent Resources Balance Sheet (Gross)

Gross contingent resources balance, 1.1.2019 - 1.3.2019, for:

Storskrymten
100%

Reserves class

Status
31.12.2018

Production
(Positive)

Revisions

Aquisitions or
sales

IOR

Discoveries/
New Projects

Status
01.03.2019

0.40
1.49
2.59

0.40
1.49
2.59

0.40
1.49
2.59

0.40
1.49
2.59

Oil and condensate, MSm3
1C
2C
3C
Gas, GSm3
1C
2C
3C
NGL, MSm3 o.e.
1C
2C
3C
Oil equivalents, MSm3 o.e.
1C
2C
3C

AGR comments to contingent resources
• General
• The APA application focused on the discovery in the Ty formation due to the largest economical
potential. The Heimdal is treated as an upside potential, but not included in the resource potential.
• The Ty reservoir presence and thickness towards the south-east on the structure is regarded as
4.6 Storskrymten
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•

•

•

•
•
•

the main overall uncertainty. The Top Ty in not easily interpreted on the seismic but is interpretable
on the Extended Elastic Impedance Chi 40 (EEI). On this volume, the interpretation is generally
high based on the well to seismic correlation. Additionally the quality of the EEI seismic is fairly
poor.
The Low/Base/High volume cases are therefore expressed only as a function of the presence and
distribution of the Ty Formation reservoir, as this is considered to be the main sensitivity to
volumes for Storskrymten.
Three different static and dynamic models are built to generate in-place and recoverable oil
volume potential for the Low, Base and High cases respectively. The models have different
reservoir shapes and extent (parameters such as top, area, column height and gross rock),
whereas the input reservoir property parameters (N/G, Poro, Perm, Sw, Bo, GOR) are kept
constant in the three models.
The recovery factors are demonstrated by dynamic simulations and is a result of good reservoir
properties and effective drainage. However, a recovery factor of 54% in Base Case seems
optimistic at this early stage in a reservoir with thin oil column, low GOR (11 Sm3/Sm3) and high oil
viscosity (3.23 cP). The estimated ultimate recovery will also be very sensitive to the performance
of a single producer.
A complete uncertainty study is part of the work program following the Licence award.
The produced gas will be used for fuel or disposed in the Grevling gas injector, i.e. gas is not
reported as contingent resources.
The producer and injector are long horizontal wells penetrating as much pay zone as possible to
ensure efficient reservoir drainage, sweep and displacement.

• Conclusions
• The contingent resources are based on sound industry practice.
• A relatively large resource uncertainty range of +70 % for 1C and 3C compared to 2C resources is
reasonable for a project at this early stage.
• The Base recovery factors at EUR shown in Table 4.42 seems optimistic in AGR's view.
• In AGR's opinion the figures reported by OKEA are reasonable.
Volumes certified by AGR
The contingent resources for Storskrymten supplied by OKEA and reviewed by AGR have not been subject
to an economic evaluation. The key results are summarised below. The technical production profiles are
given in Section A.6 Storskrymten Technical Production Profiles.
Table 4.41 Net Storskrymten contingent resources as of 01.03.2019

Resources, AGR review
Oil, MSm3
Gas, GSm3
NGL, GSm3
Total, MSm3 o.e.
Total, mmboe

1C
0.31
0.31
1.98

2C
1.17
1.17
7.36

3C
2.03
2.03
12.80

The above contingent resources are based on sound industry practice and are endorsed.
Table 4.42 Storskrymten 2C Recovery Factors

Storskrymten

Oil RF by
01.03.2019
0%

Oil RF at EUR
54 %

Gas RF by
01.03.2019
-

Gas RF at EUR
-

References
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• APA 2018 Block 15/12 (Storskrymten)
• DGP plan DG2,DG4
• OKEA Annual Statement of Reserves and Resources - 2019 status Q1 (24.04.2019), OKEA
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Appendix A - Economics and production profiles
Economic evaluations have been carried out for the all fields based on the costs and production profiles
supplied by OKEA and reviewed by AGR. These evaluations are forward looking from 01.01.2019, thus any
historic costs prior to that date have been ignored. All cost profiles have been provided by OKEA and are
based on RNB2019. The following general assumptions were made.
• PV Reference date: 01.01.2019
The price assumptions were provided by OKEA. The base oil price profile for certification is listed below,
and later referred to as Base.
Table A.1 Price assumptions

Price assumptions
Oil Price, USD/bbl
Gas Price, NOK/Sm3
NGL Price USD/boe
Exchange Rate, NOK/USD

Appendix A - Economics and production profiles

70
2.0 (60% of oil price)
56 (80% of oil price)
7.50
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A.1 Ivar Aasen Economic Summary and Production Profiles
A.1.1 Technical production profiles
The notional P90, P50 and P10 production profiles for oil, sales gas, and NGLs are listed in the tables
below, and are shown on a 100% basis. The daily production has been derived by dividing the annual
production volumes with the number of days shown, which take into account the leap-years. 2019 is listed
as a full year of production. Reserve numbers are adjusted for production in January and February to reflect
volumes attributable at 1.3.2019.
Table A.2 Ivar Aasen P90 technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

366
317
257
186
171
124
91
65
48
36
28
20
16
13
10
8
7

2.76
2.28
1.88
1.35
1.07
0.80
0.61
0.44
0.35
0.27
0.21
0.16
0.14
0.12
0.10
0.08
0.08
12.68

0.45
0.39
0.31
0.23
0.21
0.15
0.11
0.08
0.06
0.04
0.03
0.02
0.02
0.02
0.01
0.01
0.01
2.16

7556
6231
5140
3692
2928
2176
1666
1215
945
734
587
438
379
320
274
229
208
Total

1225
1061
861
624
574
416
306
216
162
121
92
66
54
43
34
26
22

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.13
0.12
0.09
0.07
0.06
0.05
0.03
0.02
0.02
0.01
0.01
0.01
0.01
0.00
0.00
0.00
0.00
0.64

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

3.34
2.78
2.28
1.64
1.34
0.99
0.75
0.55
0.42
0.33
0.26
0.19
0.16
0.14
0.12
0.10
0.09
15.48

21.00
17.52
14.37
10.34
8.43
6.25
4.74
3.43
2.65
2.05
1.62
1.20
1.03
0.87
0.73
0.60
0.54
97.38

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

3.59
3.50
3.03
2.15
1.82
1.46
1.18
0.95
0.84
0.72
0.62
0.50

22.59
22.02
19.04
13.51
11.42
9.18
7.43
5.99
5.27
4.53
3.92
3.16

Table A.3 Ivar Aasen P50 technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

8123
7833
6865
4891
4048
3263
2668
2165
1914
1650
1436
1167

1323
1334
1099
763
713
559
436
343
295
246
208
162

395
399
329
228
213
167
130
103
88
74
62
49

2.96
2.87
2.51
1.79
1.48
1.19
0.97
0.79
0.70
0.60
0.52
0.43

0.48
0.49
0.40
0.28
0.26
0.20
0.16
0.13
0.11
0.09
0.08
0.06

Appendix A - Economics and production profiles

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.14
0.15
0.12
0.08
0.08
0.06
0.05
0.04
0.03
0.03
0.02
0.02
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Year Days

Oil
(Rate)

2031
2032
2033
2034
2035

1077
145
962
124
865
107
752
89
710
80
Total

365
366
365
365
365

Dry Gas
(Rate)

NGL
(Rate)
43
37
32
27
24

Oil
Dry Gas
(Volume) (Volume)
0.39
0.35
0.32
0.27
0.26
18.41

0.05
0.05
0.04
0.03
0.03
2.93

NGL
(Volume)

Annual
Total
(Volume)
0.46
0.41
0.37
0.32
0.30
22.21

Annual
Total
(Volume)
2.90
2.59
2.31
1.99
1.87
139.73

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

3.82
4.35
3.93
2.79
2.31
1.80
1.42
1.14
1.02
0.89
0.78
0.63
0.58
0.53
0.47
0.41
0.39
27.27

24.01
27.34
24.75
17.57
14.55
11.35
8.92
7.19
6.42
5.60
4.89
3.97
3.68
3.31
2.97
2.59
2.45
171.54

0.02
0.01
0.01
0.01
0.01
0.88

Table A.4 Ivar Aasen P10 technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

421
507
452
317
283
216
163
129
113
96
82
65
59
51
45
37
34

3.15
3.54
3.22
2.29
1.87
1.46
1.16
0.94
0.84
0.74
0.65
0.53
0.49
0.44
0.40
0.35
0.33
22.40

0.51
0.62
0.55
0.39
0.35
0.26
0.20
0.16
0.14
0.12
0.10
0.08
0.07
0.06
0.05
0.05
0.04
3.75

8626
9673
8817
6274
5111
3994
3174
2571
2307
2014
1775
1445
1347
1215
1101
965
917
Total

1409
1696
1511
1061
946
722
547
432
378
321
274
217
196
170
149
125
115

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.15
0.19
0.16
0.12
0.10
0.08
0.06
0.05
0.04
0.04
0.03
0.02
0.02
0.02
0.02
0.01
0.01
1.12

A.1.2 Cost estimates
The cost profiles listed in the table below (100% figures) are applied for cases P90, P50 and P90. Note that
only a part of the total Ivar Aasen tariffs are included in the RNB2019, and this listed in the table below.
Table A.5 Ivar Aasen Cost Profiles (100 %)

Year
2019
2020
2021
2022
2023
2024
2025
2026

Cost Profiles (100%), R.T. MNOK 01.01.2019
CAPEX
OPEX
Other Cost
Tariff
1435
611
175
230
650
149
598
136
655
112
649
51
675
52
643
52
639
53

A.1.1 Technical production profiles

Aband.Costs
105
185
170
131
116
95
86
61
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2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
Sum

Cost Profiles (100%), R.T. MNOK 01.01.2019
632
52
656
52
636
52
615
51
579
49
603
49
545
48
486
46
484
46

1665

10356

1225

56
49
44
16
14
12
11
10
9
1214
1413
682
3309

1168

A.1.3 Economic results
The key results are summarised in the tables below for cases P90, P50 and P10. Note that the economic
evaluations are forward-looking from 01.03.2019.
Table A.6 Summary of economic results for Ivar Aasen P90 case

OKEA net: 0.554%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

Technical profile
Resources net
24/12/2016
31/12/2035
0.07
0.01
0.00
0.08
0.52

Reserves net
24/12/2016
31/12/2029
0.06
0.01
0.00
0.08
0.49

Table A.7 Summary of economic results for Ivar Aasen P50 case

OKEA net: 0.554%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

Technical profile
Resources net
24/12/2016
31/12/2035
0.10
0.02
0.00
0.12
0.75

Reserves net
24/12/2016
31/12/2035
0.10
0.02
0.00
0.12
0.75

Table A.8 Summary of economic results for Ivar Aasen P10 case

OKEA net: 0.554%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

A.1.2 Cost estimates

Technical profile
Resources net
24/12/2016
31/12/2035
0.12
0.02
0.01
0.15
0.93

Reserves net
24/12/2016
31/12/2035
0.12
0.02
0.01
0.15
0.93
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A.2 Yme Economic Summary and Production Profiles
A.2.1 Technical production profiles
The notional P90, P50 and P10 production profiles for oil, are listed in the tables below, and are shown on a
100% basis. The daily production has been derived by dividing the annual production volumes with the
number of days shown, which take into account the leap-years. No sales gas, and NGLs are reported in
RNB2019.
Table A.9 Yme P90 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

365
366
365
365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

0
3983
4036
3258
2647
2132
1710
1488
1266
1090
976
Total

0
0
0
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)

0
0
0
0
0
0
0
0
0
0
0

MSm3

GSm3

NGL
(Volume)

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)

0.00
1.46
1.47
1.19
0.97
0.78
0.62
0.54
0.46
0.40
0.36
8.25

Annual
Total
(Volume)
MSm3 o.e.
0.00
1.46
1.47
1.19
0.97
0.78
0.62
0.54
0.46
0.40
0.36
8.25

Annual
Total
(Volume)
mmboe
0.00
9.17
9.27
7.48
6.08
4.91
3.93
3.42
2.91
2.51
2.24
51.90

Table A.10 Yme P50 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

365
366
365
365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

0
4983
5117
3982
3229
2601
2146
1841
1537
1291
1098
Total

0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0

MSm3

GSm3
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)

0.00
1.82
1.87
1.45
1.18
0.95
0.78
0.67
0.56
0.47
0.40
10.17

Annual
Total
(Volume)
MSm3 o.e.
0.00
1.82
1.87
1.45
1.18
0.95
0.78
0.67
0.56
0.47
0.40
10.17

Annual
Total
(Volume)
mmboe
0.00
11.47
11.75
9.14
7.41
5.99
4.93
4.23
3.53
2.97
2.52
63.94

Table A.11 Yme P10 forward technical production profiles (100 %)

Year Days

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

A.1.3 Economic results

MSm3

GSm3

MSm3 o.
e.

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe
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Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

365
366
365
365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

0
5375
6594
5068
4074
3511
2795
2336
1946
1727
1585
Total

0
0
0
0
0
0
0
0
0
0
0

NGL
(Rate)

Oil
Dry Gas
(Volume) (Volume)
0
0
0
0
0
0
0
0
0
0
0

0.00
1.97
2.41
1.85
1.49
1.29
1.02
0.85
0.71
0.63
0.58
12.79

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

NGL
(Volume)
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Annual
Total
(Volume)
0.00
1.97
2.41
1.85
1.49
1.29
1.02
0.85
0.71
0.63
0.58
12.79

Annual
Total
(Volume)
0.00
12.37
15.14
11.64
9.35
8.08
6.42
5.36
4.47
3.97
3.64
80.45

A.2.2 Cost estimates
The cost profiles listed in the table below (100 % figures) are applied for all cases P90, P50 and P10. No
tariff costs are listed in the RNB2019.
Table A.12 Yme cost profiles (100 %)

Year
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
Sum

CAPEX
3398
1250
1069
85
170

5972

Cost Profiles (100%), R.T. MNOK 01.01.2019
OPEX
Other Cost
Tariff Cost
17
984
49
942
66
914
65
1045
70
883
72
870
75
1008
79
850
82
843
84
982
63
185

9508

Aband.Costs

54
133
1511
911
369
2978

723

A.2.3 Economic results
The key results are summarised in the three tables below for P90, P50 and P10 cases. Note that the
economic evaluations are forward-looking from 01.01.2019.
Table A.13 Summary of economic results for Yme P90 case

OKEA net: 15%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
A.2.1 Technical production profiles

Technical profile
Resources net
01/04/2020
31/12/2029
1.24
0.00

Reserves net
01/04/2020
31/12/2029
1.24
0.00
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OKEA net: 15%
NGL, MSm3o.e.
Total, MSm3o.e.
Total, mmboe

Technical profile
Resources net
0.00
1.24
7.78

Reserves net
0.00
1.24
7.78

Table A.14 Summary of economic results for Yme P50 case

OKEA net: 15%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3o.e.
Total, MSm3o.e.
Total, mmboe

Technical profile
Resources net
01/04/2020
31/12/2029
1.52
0.00
0.00
1.52
9.59

Reserves net
01/04/2020
31/12/2029
1.52
0.00
0.00
1.52
9.59

Table A.15 Summary of economic results for Yme P10 case

OKEA net: 15%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3o.e.
Total, MSm3o.e.
Total, mmboe

A.2.3 Economic results

Technical profile
Resources net
01/04/2020
31/12/2029
1.92
0.00
0.00
1.92
12.07

Reserves net
01/04/2020
31/12/2029
1.92
0.00
0.00
1.92
12.07
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A.3 Draugen Economic Summary and Production Profiles
A.3.1 Technical production profiles
The notional P90, P50 and P10 production profiles for oil, sales gas, and NGLs are listed in the tables
below, and are shown on a 100% basis. The daily production has been derived by dividing the annual
production volumes with the number of days shown, which take into account the leap-years. 2019 is listed
as a full year of production. Reserve numbers are adjusted for production in January and February to reflect
volumes attributable at 1.3.2019.
Table A.16 Draugen P90 technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

214
197
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0.99
0.89
0.85
0.76
0.71
0.64
0.59
0.53
0.48
0.45
0.42
0.39
0.36
0.33
0.31
0.29
0.28
9.27

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

2701
2435
2340
2072
1948
1738
1621
1460
1318
1227
1144
1068
997
900
846
798
756
Total

5
4
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.08
0.07
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.15

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

1.07
0.97
0.85
0.76
0.71
0.64
0.59
0.53
0.48
0.45
0.42
0.39
0.36
0.33
0.31
0.29
0.28
9.42

6.70
6.07
5.37
4.76
4.47
4.00
3.72
3.35
3.03
2.82
2.63
2.45
2.29
2.07
1.94
1.83
1.74
59.25

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

1.21
1.10
0.97
0.86
0.80
0.72
0.66
0.60
0.54
0.51
0.47
0.44

7.62
6.89
6.09
5.39
5.04
4.50
4.18
3.76
3.41
3.21
2.99
2.79

Table A.17 Draugen P50 technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

3073
2764
2653
2347
2197
1957
1820
1636
1484
1395
1300
1215

6
5
0
0
0
0
0
0
0
0
0
0

243
223
0
0
0
0
0
0
0
0
0
0

1.12
1.01
0.97
0.86
0.80
0.72
0.66
0.60
0.54
0.51
0.47
0.44

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

A.2.3 Economic results

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.09
0.08
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
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Year Days

Oil
(Rate)

2031
2032
2033
2034
2035

1138
1028
966
909
860
Total

365
366
365
365
365

Dry Gas
(Rate)

NGL
(Rate)

0
0
0
0
0

0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)
0.42
0.38
0.35
0.33
0.31
10.50

0.00
0.00
0.00
0.00
0.00
0.00

NGL
(Volume)

Annual
Total
(Volume)
0.42
0.38
0.35
0.33
0.31
10.67

Annual
Total
(Volume)
2.61
2.37
2.22
2.09
1.97
67.13

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

1.34
1.21
1.07
0.94
0.88
0.79
0.73
0.66
0.60
0.56
0.52
0.49
0.46
0.41
0.39
0.37
0.35
11.76

8.41
7.62
6.73
5.94
5.54
4.95
4.60
4.12
3.74
3.51
3.28
3.07
2.88
2.61
2.45
2.31
2.18
73.94

0.00
0.00
0.00
0.00
0.00
0.17

Table A.18 Draugen P10 technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

268
246
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

1.24
1.12
1.07
0.94
0.88
0.79
0.73
0.66
0.60
0.56
0.52
0.49
0.46
0.41
0.39
0.37
0.35
11.56

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

3390
3057
2933
2588
2414
2152
2002
1796
1631
1525
1428
1337
1252
1133
1066
1005
949
Total

7
6
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.10
0.09
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.19

A.3.2 Cost estimates
The cost profiles listed in the table below (100% figures) are applied for cases P90, P50 and P10. No tariff
costs are listed in the RNB2019.
Table A.19 Draugen Cost Profiles (100 %)

Year
2019
2020
2021
2022
2023
2024
2025
2026

CAPEX

A.3.1 Technical production profiles

Cost Profiles (100%), R.T. MNOK 01.01.2019
OPEX
Other Cost
Tariff
552
845
196
404
833
190
123
773
196
106
789
207
225
770
208
225
777
205
390
785
198
565
746
169

Aband.Costs
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2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
Sum

Cost Profiles (100%), R.T. MNOK 01.01.2019
425
743
164
150
744
157
75
730
152
325
706
146
75
704
144
60
691
142
45
687
140
30
674
138
677
137

3774

12673

52
53
53
487
1378
2689
2390
318
152
152
7723

2891

A.3.3 Economic results
The key results are summarised in the tables below for cases P90, P50 and P10. Note that the economic
evaluations are forward-looking from 01.01.2019.
Table A.20 Summary of economic results for Draugen P90 case

OKEA net: 44.56%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

Technical profile
Resources net
19/10/1993
31/12/2035
4.06
0.00
0.08
4.14
26.07

Reserves net
19/10/1993
31/12/2035
4.06
0.00
0.08
4.14
26.07

Table A.21 Summary of economic results for Draugen P50 case

OKEA net: 44.56%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.
Total, MSm3 o.e.
Total, mmboe

Technical profile
Resources net
19/10/1993
31/12/2035
4.61
0.00
0.09
4.70
29.58

Reserves net
19/10/1993
31/12/2035
4.61
0.00
0.09
4.70
29.58

Table A.22 Summary of economic results for Draugen P10 case

OKEA net: 44.56%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3 o.e.

A.3.2 Cost estimates

Technical profile
Resources net
19/10/1993
31/12/2035
5.09
0.00
0.10

Reserves net
19/10/1993
31/12/2035
5.09
0.00
0.10
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OKEA net: 44.56%
Total, MSm3 o.e.
Total, mmboe

A.3.3 Economic results

Technical profile
Resources net
5.18
32.61

Reserves net
5.18
32.61
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A.4 Gjøa Economic Summary and Production Profiles
A.4.1 Technical production profiles
The notional P90, P50 and P10 production profiles for oil, sales gas, and NGLs are listed in the tables
below, and are shown on a 100% basis. The daily production has been derived by dividing the annual
production volumes with the number of days shown, which take into account the leap-years. 2019 is listed
as a full year of production. Reserve numbers are adjusted for production in January and February to reflect
volumes attributable at 1.3.2019.
Table A.23 Gjøa P90 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

1261
310
2071
869
510
192
103
81
16
0
0
0
Total

6661
5042
4473
2881
3112
2042
956
803
335
0
0
0

2854
2160
1916
1234
1333
875
409
344
144
0
0
0

Oil
Dry Gas
(Volume) (Volume)
MSm3

GSm3

NGL
(Volume)

2.43
1.85
1.63
1.05
1.14
0.75
0.35
0.29
0.12
0.00
0.00
0.00
9.61

MSm3 o.
e.
1.04
0.79
0.70
0.45
0.49
0.32
0.15
0.13
0.05
0.00
0.00
0.00
4.12

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)

0.46
0.11
0.76
0.32
0.19
0.07
0.04
0.03
0.01
0.00
0.00
0.00
1.98

Annual
Total
(Volume)
MSm3 o.e.
3.93
2.75
3.09
1.82
1.81
1.14
0.54
0.45
0.18
0.00
0.00
0.00
15.70

Annual
Total
(Volume)
mmboe
24.74
17.30
19.42
11.44
11.38
7.16
3.37
2.82
1.14
0.00
0.00
0.00
98.76

Table A.24 Gjøa P50 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

1485
626
2358
1190
727
287
164
119
49
0
0
0
Total

A.3.3 Economic results

7920
5768
5219
4262
4198
3008
1765
1200
717
0
0
0

3394
2471
2236
1826
1799
1289
756
514
307
0
0
0

MSm3
0.54
0.23
0.86
0.43
0.27
0.11
0.06
0.04
0.02
0.00
0.00
0.00
2.56

GSm3
2.89
2.11
1.91
1.56
1.53
1.10
0.64
0.44
0.26
0.00
0.00
0.00
12.44

MSm3 o.
e.
1.24
0.90
0.82
0.67
0.66
0.47
0.28
0.19
0.11
0.00
0.00
0.00
5.33

Annual
Total
(Volume)
MSm3 o.e.
4.67
3.24
3.58
2.66
2.45
1.68
0.98
0.67
0.39
0.00
0.00
0.00
20.33

Annual
Total
(Volume)
mmboe
29.38
20.41
22.53
16.71
15.44
10.55
6.16
4.21
2.47
0.00
0.00
0.00
127.86
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Table A.25 Gjøa P10 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

1761
1451
3334
3026
1842
744
472
290
185
120
105
0
Total

8558
8667
6214
5334
5612
4462
2589
1788
1242
641
465
0

Oil
Dry Gas
(Volume) (Volume)

3667
3713
2662
2285
2404
1912
1109
766
532
275
199
0

MSm3
0.64
0.53
1.22
1.10
0.67
0.27
0.17
0.11
0.07
0.04
0.04
0.00
4.87

GSm3
3.12
3.17
2.27
1.95
2.05
1.63
0.95
0.65
0.45
0.23
0.17
0.00
16.65

NGL
(Volume)
MSm3 o.
e.
1.34
1.36
0.97
0.83
0.88
0.70
0.40
0.28
0.19
0.10
0.07
0.00
7.13

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

5.10
5.06
4.46
3.89
3.60
2.61
1.52
1.04
0.72
0.38
0.28
0.00
28.65

32.11
31.84
28.03
24.44
22.63
16.39
9.58
6.53
4.50
2.38
1.77
0.00
180.19

A.4.2 Cost estimates
The cost profiles listed in the table below (100% figures) are applied for all cases P90, P50 and P10. Only
cost for use of foreign installations are included in tariff costs. Tariff income, as listed in the RNB2019 from
Vega and Nova, is included as negative tariff costs.
Table A.26 Gjøa cost profiles (100 %)

Year
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
Sum

CAPEX
862
2562
1113
9
9
9
9

4574

Cost Profiles (100%), R.T. MNOK 01.01.2019
OPEX
Other Cost
Tariff Cost
1038
123
-402
1093
122
-478
1376
122
-592
1372
114
-784
1558
114
-765
1388
114
-731
1389
114
-896
1445
114
-962
1287
114
-1048
11947

1053

Aband.Costs

4555
4555

-6658

A.4.3 Economic results
The key results are summarised in the three tables below for P90, P50 and P10 cases. Note that the
economic evaluations are forward-looking from 01.01.2019.
Table A.27 Summary of economic results for Gjøa P90 case

OKEA net: 12%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
A.4.1 Technical production profiles

Technical profile
Resources net
07/11/2010
31/12/2027
0.22
1.08

Reserves net
07/11/2010
31/12/2027
0.22
1.08
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OKEA net: 12%
NGL, MSm3o.e.
Total, MSm3o.e.
Total, mmboe

Technical profile
Resources net
0.47
1.78
11.19

Reserves net
0.47
1.78
11.19

Table A.28 Summary of economic results for Gjøa P50 case

OKEA net: 12%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3o.e.
Total, MSm3o.e.
Total, mmboe

Technical profile
Resources net
07/11/2010
31/12/2027
0.29
1.42
0.61
2.33
14.68

Reserves net
07/11/2010
31/12/2027
0.29
1.42
0.61
2.33
14.68

Table A.29 Summary of economic results for Gjøa P10 case

OKEA net: 12%
1st Production
Cut-off
Oil/condensate, MSm3
Gas, GSm3
NGL, MSm3o.e.
Total, MSm3o.e.
Total, mmboe

A.4.3 Economic results

Technical profile
Resources net
07/11/2010
31/12/2029
0.57
1.93
0.83
3.33
20.96

Reserves net
07/11/2010
31/12/2029
0.57
1.93
0.83
3.33
20.96
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A.5 Grevling Technical Production Profiles
A.5.1 Technical production profiles
The notional P90, P50 and P10 production profiles for oil are listed in the tables below, and are shown on a
100% basis. The daily production has been derived by dividing the annual production volumes with the
number of days shown, which take into account the leap-years.
Table A.30 Grevling P90 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0.00
0.00
0.00
0.00
0.81
0.44
0.34
0.33
0.23
0.20
0.17
0.16
0.14
0.13
0.11
0.10
0.09
0.08
0.08
3.41

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0
0
0
0
2212
1193
929
901
620
560
478
432
387
342
307
277
252
231
215
Total

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

0.00
0.00
0.00
0.00
0.81
0.44
0.34
0.33
0.23
0.20
0.17
0.16
0.14
0.13
0.11
0.10
0.09
0.08
0.08
3.41

0.00
0.00
0.00
0.00
5.08
2.75
2.13
2.07
1.42
1.29
1.10
0.99
0.89
0.79
0.70
0.64
0.58
0.53
0.49
21.46

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

0.00
0.00
0.00
0.00
1.02
0.59
0.49
0.52
0.36
0.35
0.31

0.00
0.00
0.00
0.00
6.39
3.71
3.07
3.28
2.24
2.21
1.98

Table A.31 Grevling P50 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029

365
366
365
365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

2783
1611
1336
1429
976
958
861

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0.00
0.00
0.00
0.00
1.02
0.59
0.49
0.52
0.36
0.35
0.31

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

A.4.3 Economic results

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
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Year Days

2030
2031
2032
2033
2034
2035
2036
2037

365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

758
677
600
538
470
428
394
370
Total

0
0
0
0
0
0
0
0

NGL
(Rate)
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)
0.28
0.25
0.22
0.20
0.17
0.16
0.14
0.13
5.18

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

NGL
(Volume)
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Annual
Total
(Volume)
0.28
0.25
0.22
0.20
0.17
0.16
0.14
0.13
5.18

Annual
Total
(Volume)
1.74
1.56
1.38
1.24
1.08
0.98
0.91
0.85
32.62

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

0.00
0.00
0.00
0.00
1.27
0.85
0.68
0.81
0.53
0.51
0.46
0.42
0.38
0.33
0.31
0.28
0.26
0.24
0.23
7.55

0.00
0.00
0.00
0.00
7.97
5.34
4.27
5.11
3.30
3.20
2.89
2.63
2.37
2.10
1.92
1.77
1.65
1.53
1.42
47.49

Table A.32 Grevling P10 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365
365
366
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

0.00
0.00
0.00
0.00
1.27
0.85
0.68
0.81
0.53
0.51
0.46
0.42
0.38
0.33
0.31
0.28
0.26
0.24
0.23
7.55

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

3470
2320
1859
2225
1439
1388
1259
1144
1033
912
837
772
719
666
619
Total

A.5.1 Technical production profiles

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
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A.6 Storskrymten Technical Production Profiles
A.6.1 Technical production profiles
The notional P90, P50 and P10 production profiles for oil are listed in the tables below, and are shown on a
100% basis. The daily production has been derived by dividing the annual production volumes with the
number of days shown, which take into account the leap-years.
Table A.33 Storskrymten P90 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

0
0
0
0
0
-

0.24
0.08
0.05
0.02
0.01

0.00
0.00
0.00
0.00
0.00

MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00

0.40

0.00

661
215
149
44
14
Total

0
0
0
0
0
-

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

0.24
0.08
0.05
0.02
0.01

1.52
0.50
0.34
0.10
0.03

0.00

0.40

2.49

NGL
(Volume)

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

0.00
0.00
0.00
0.00
0.45
0.36
0.22
0.12
0.08
0.06
0.05
0.04
0.04
0.03

0.00
0.00
0.00
0.00
2.83
2.26
1.39
0.76
0.51
0.39
0.33
0.28
0.23
0.22

Table A.34 Storskrymten P50 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032

365
366
365
365
365
366
365
365
365
366
365
365
365
366

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

1230
981
605
330
222
171
144
120
101
94

0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0

0.00
0.00
0.00
0.00
0.45
0.36
0.22
0.12
0.08
0.06
0.05
0.04
0.04
0.03

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

A.5.1 Technical production profiles

Oil
Dry Gas
(Volume) (Volume)

MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
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Year Days

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

2033 365
2034 365

85
2

0
0

0
0

Total

Oil
Dry Gas
(Volume) (Volume)
0.03
0.00
1.49

0.00
0.00
0.00

NGL
(Volume)
0.00
0.00
0.00

Annual
Total
(Volume)
0.03
0.00
1.49

Annual
Total
(Volume)
0.20
0.01
9.39

Annual
Total
(Volume)
MSm3 o.e.

Annual
Total
(Volume)
mmboe

0.00
0.00
0.00
0.00
0.66
0.64
0.39
0.23
0.16
0.13
0.10
0.09
0.07
0.07
0.06
0.00
2.59

0.00
0.00
0.00
0.00
4.13
4.02
2.44
1.42
0.99
0.79
0.66
0.55
0.46
0.43
0.39
0.01
16.29

Table A.35 Storskrymten P10 forward technical production profiles (100 %)

Year Days

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034

365
366
365
365
365
366
365
365
365
366
365
365
365
366
365
365

Oil
(Rate)

Dry Gas
(Rate)

NGL
(Rate)

Sm3/d

kSm3/d

Sm3/d

MSm3

GSm3

0
0
0
0
0
0
0
0
0
0
0
0

0.00
0.00
0.00
0.00
0.66
0.64
0.39
0.23
0.16
0.13
0.10
0.09
0.07
0.07
0.06
0.00
2.59

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

1800
1746
1060
617
429
343
287
240
201
188
171
5
Total

A.6.1 Technical production profiles

0
0
0
0
0
0
0
0
0
0
0
0

Oil
Dry Gas
(Volume) (Volume)

NGL
(Volume)
MSm3 o.
e.
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
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Appendix B Abbreviations and definitions
Abbreviation
1C
1P
2C
2P
3C
3P
4D
AAPG
AVO
bbl
BCU
Bo
BOK
BOV
BRV
CAPEX
CBM
CCA
CGR
CMR
CoS
CPI
D
DC
DCA
DG1
DG2
DG3
DST
EC
EOS
ESP
EUR
Fm
FMT
FOL
FPSO
FWL
GCV
GDT
GIIP
GOC
Gp
G
GWC
HCPV
HM

Definition
Low estimate scenario for Contingent Resources.
Proved Reserves; denotes low estimate scenario for Reserves
Best estimate scenario for Contingent Resources.
Proved plus Probable Reserves; denotes best estimate scenario for Reserves
High estimate scenario for Contingent Resources.
Proved plus Probable plus Possible Reserves; denotes high estimate scenario for Reserves
Four Dimensional (time lapse seismic)
American Association of Petroleum Geologists
Amplitude Versus Offsets
Volume unit, 1 barrel = 42 US gallons ≈ 159 L
Base Cretaceous Unconformity
Formation volume factor for oil
"Beslutning Om Konkretisering". Feasibility decision gate.
"Beslutning Om Videreføring". Concept selection gate
Bulk Rock Volume
CAPital EXpenditures
Controlled Beam Migration
Conventional Core Analysis, identical to RCA
Condensate Gas Ratio
Combinable Magnetic Resonance Tool™ (Schlumberger); nuclear magnetic resonance (NMR)
for down-hole fluid measurements
Chance of success
Computer Processed Interpretation
Darcy
Depth Conversion
Decline Curve Analysis
Decision Gate 1; At least one technical concept is demonstrated economical
Decision Gate 2; Concept selection
Decision Gate 3; Project sanction; deliver PDO
Drill Stem Test
Engineering Committee
Equation Of State
Electrical Submergible Pump
Estimated Ultimate Recovery; the sum of reserves and historic production
Formation
Formation Multi-Tester™ (Weatherford); formation pressure data, also MDT, RCI, RFT
Free Oil Level
Floating Production Storage and Offloading vessel
Free Water Level
Gross Calorific Value
Gas Down To
Gas Initially In Place
Gas-Oil Contact
Group
billion (Giga) SI unit multiplier = 109
Gas-Water Contact
Hydrocarbon Pore Volume
History Match
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Abbreviation
IIPV
IPV
km
LQ
LWD
m
mm
mmbbl
mmboe
mmbtu
mmrbbl
mD
M
MBAL
MC
MD
MDT
MJ
MNOK
MOD
MOPU
MSL
Mt
MUSD
MWD
NGL
NOK
NPD
NPV
o.e.
ODT
Op.
OPEX
OWC
PDO
PDQ
PRMS
PSDM
PVT
PV
QC
rbbl
RC
RCA
RCI
RF
RFT
RKB

Definition
Initially In-Place Volumes (at the discovery time)
In-Place Volumes at a specified time after the discovery
Kilometre
Living Quarters
Logging While Drilling
meter
million; oilfield unit multiplier
million barrels of stock tank oil
million barrels of oil equivalent
million British thermal units
million reservoir barrels
millidarcy, permeability unit
million (Mega) SI unit multiplier = 106
Material Balance (software)
Management Committee
Measured Depth
Modular Formation Dynamics Tester™ (Schlumberger); formation pressure data, also FMT,
RCI, RFT
megajoule (million joules)
Million NOrwegian Kroner
Money Of the Day
Mobil Offshore Production Unit
Mean Sea Level
Million tonnes
Million US Dollars
Measurement While Drilling
Natural Gas Liquids
NOrwegian Kroner
Norwegian Petroleum Directorate
Net Present Value
Oil Equivalent. 1 Sm3 o.e. = 1 Sm3 oil =1000 Sm3 gas
Oil Down To
Operator
OPerating EXpenditures
Oil-Water Contact, identical to WOC
Plan for Development and Operations
Processing Drilling and Quarter
Petroleum Resources Management System
Pre-Stack Depth Migration
Pressure Volume Temperature; fluid properties
Present Value
Quality Control (Quality Check)
Reservoir barrel
Resource Class (in the NPD's resources classification system)
Routine Core Analysis, identical to CCA
Reservoir Characterization Instrument™ (Baker Hughes); formation pressure data, also FMT,
MDT, RFT
Recovery Factor
Repeat Formation Tester™ (Schlumberger); formation pressure data, also FMT, MDT, RCI
Rotary Kelly Bushing
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Abbreviation
RMP
rm3
RNB
RT
Sm3, Sm3
Sw
SWAG
SCAL
SOF
SPE
SPEE
SS
SSIV
STOIIP
STOIP
SWE
Technical
TRR
TVD
VSH
USD
WCT
WOC
WAG
WPC
WUT

Definition
Reservoir Managemant Plan
Reservoir cubic metre
Revised National Budget; sheets/forms (NPD)
Real Terms
Standard cubic meter
Water Saturation
Simultaneous Water And Gas injection
Special Core Analysis
Structurally Oriented Filter
Society of Petroleum Engineers
Society of Petroleum Evaluation Engineers
Subsea
Subsea Isolation Valve
Stock Tank Oil Initially In Place (at the discovery time)
Stock Tank Oil In Place at a specified time after the discovery
Effective Water Saturation
Used with volumes. Refers to values calculated without economic cut-off
Technically Recoverable Resources. Quantities producible using currently available
technology and industry practices, regardless of commercial considerations.
True Vertical Depth
Volume of Shale
US Dollar
Water Cut
Water-Oil Contact, identical to OWC
Water Alternating Gas
World Petroleum Congress
Water Up To
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APPENDIX G:
APPLICATION FORM FOR THE RETAIL OFFERING

APPLICATION FORM FOR THE RETAIL OFFERING
General information: The terms and conditions for the Retail Offering are set out in the prospectus dated 27 May 2019 (the “Prospectus”), which has been issued by OKEA ASA (“OKEA” or
the “Company”) in connection with the initial public offering (the “Offering”) of new shares to be issued by the Company and the sale of existing shares in the Company by the Selling
Shareholders, and the listing of the Company's Shares on Oslo Børs. All capitalised terms not defined herein shall have the meaning as assigned to them in the Prospectus.
Application procedure: Norwegian applicants in the Retail Offering who are residents of Norway with a Norwegian personal identification number may apply for Offer Shares through the VPS
online application system by following the link to such online application system on the following websites: www.paretosec.com, www.seb.no and www.sb1markets.no. Applications in the Retail
Offering can also be made by using this Retail Application Form. Retail Application Forms must be correctly completed and submitted by the expiry of the Application Period to one of the
following application offices:
Pareto Securities

SEB

SpareBank 1 Markets

P.O. Box 1411 Vika
N-0115 Oslo

P.O. Box 1843 Vika
N-0123 Oslo

P.O. Box 1398 Vika
N-0114 Oslo

Norway

Norway

Norway

Tel: +47 22 87 87 00
E-mail: subscription@paretosec.com

Tel: +47 22 82 70 00
E-mail: subscriptions@seb.no

Tel: + 47 24 14 74 00
E-mail: subscription@sb1markets.no

www.paretosec.com

www.seb.no

www.sb1markets.no

The applicant is responsible for the correctness of the information filled in on this Retail Application Form. Retail Application Forms that are incomplete or incorrectly completed, electronically
or physically, or that are received after the expiry of the Application Period, and any application that may be unlawful, may be disregarded without further notice to the applicant. Subject to
any shortening or extension of the Application Period, applications made through the VPS online application system must be duly registered, and applications made on
Retail Application Forms must be received, by one of the application offices by 12:00 hours (CET) on 6 June 2019. None of the Company or any of the Managers may be held
responsible for postal delays, unavailable internet lines or servers or other logistical or technical matters that may result in applications not being received in time or at all by any of the
application offices. All applications made in the Retail Offering will be irrevocable and binding upon receipt of a duly completed Retail Application Form, or in the case of applications through
the VPS online application system, upon registration of the application, irrespective of any shortening or extension of the Application Period, and cannot be withdrawn, cancelled or modified by
the applicant after having been received by the application office, or in the case of applications through the VPS online application system, upon registration of the application.
Price of Offer Shares: The Company has, together with the Managers, set an Indicative Price Range for the Offering from NOK 25 to NOK 33 per Offer Share. The Company will, in consultation
with the Managers, determine the final number of Offer Shares and the final Offer Price on the basis of the applications received and not withdrawn in the Institutional Offering during the
Bookbuilding Period and the number of applications received in the Retail Offering. The Offer Price will be determined on or about 6 June 2019 and announced through Oslo Børs' information
system on or about the same date under the ticker code “OKEA”. The Indicative Price Range is non-binding and the Offer Price may be set within, below or above the Indicative Price Range.
Each applicant in the Retail Offering will be permitted, but not required, to indicate when ordering through the VPS online application system or on the Retail Application Form that the applicant
does not wish to be allocated Offer Shares should the Offer Price be set above the highest price in the Indicative Price Range (i.e. NOK 33 per Offer Share). If the applicant does so, the applicant
will not be allocated any Offer Shares in the event that the Offer Price is set above the highest price in the Indicative Price Range. If the applicant does not expressly stipulate such reservation
when ordering through the VPS online application system or on the Retail Application Form, the application will be binding regardless of whether the Offer Price is set within or above (or below)
the Indicative Price Range.
Allocation, payment and delivery of Offer Shares: Pareto Securities, acting as settlement agent for the Retail Offering, expects to issue notifications of allocation of Offer Shares in the
Retail Offering on or about 7 June 2019, by issuing allocation notes to the applicants by mail or otherwise. Any applicant wishing to know the precise number of Offer Shares allocated to it may
contact one of the application offices listed above from on or about 7 June 2019 during business hours. Applicants who have access to investor services through an institution that operates the
applicant's account with the VPS for the registration of holdings of securities (“VPS account”) should be able to see how many Offer Shares they have been allocated from on or about 7 June
2019. In registering an application through the VPS online application system or by completing a Retail Application Form, each applicant in the Retail Offering will grant Pareto Securities (on
behalf of the Managers) an irrevocable authorisation to debit the applicant's Norwegian bank account for the total amount due for the Offer Shares allocated to the applicant. The applicant's
bank account number must be stipulated on the VPS online application or on the Retail Application Form. Accounts will be debited on or about 11 June 2019 (the “Payment Date”), and there
must be sufficient funds in the stated bank account from and including 7 June 2019. Applicants who do not have a Norwegian bank account must ensure that payment for the allocated Offer
Shares is made on or before the Payment Date. Further details and instructions will be set out in the allocation notes to the applicant to be issued on or about 7 June 2019, or can be obtained
by contacting the Managers. Pareto Securities (on behalf of the Managers) reserves the right (but has no obligation) to make up to three debit attempts through 19 June 2019 if there are
insufficient funds on the account on the Payment Date. Should any applicant have insufficient funds on its account, or should payment be delayed for any reason, or if it is not possible to debit
the account, overdue interest will accrue and other terms will apply as set out under the heading “Overdue and missing payment” below. Subject to timely payment by the applicant, delivery
of the Offer Shares allocated in the Retail Offering is expected to take place on or about 12 June 2019 (or such later date upon the successful debit of the relevant account).
Guidelines for the applicant: Please refer to the second page of this Retail Application Form for further application guidelines.
I/we apply for Offer Shares for a total of NOK
(minimum NOK 10,500 and maximum
NOK 1,999,999):

Applicant's VPS account (12 digits):

Applicant's bank account to be debited
(11 digits):

OFFER PRICE: My/our application is conditional upon the final Offer Price not being set above the Indicative Price Range (insert cross) (must only be completed if the
application is conditional upon the final Offer Price not being set above the Indicative Price Range):
I/we hereby irrevocably (i) apply for the number of Offer Shares allocated to me/us, at the Offer Price, up to the aggregate application amount as specified above subject to the terms and
conditions set out in this Retail Application Form and in the Prospectus, (ii) authorise and instruct each of the Managers (or someone appointed by any of them) acting jointly or severally
to take all actions required to purchase and/or subscribe the Offer Shares allocated to me/us on my/our behalf, to take all other actions deemed required by them to give effect to the
transactions contemplated by this Retail Application Form, and to ensure delivery of such Offer Shares to me/us in the VPS, (iii) authorise Pareto Securities to debit my/our bank account
as set out in this Retail Application Form for the amount payable for the Offer Shares allocated to me/us, and (iv) confirm and warrant to have read the Prospectus and that I/we are aware
of the risks associated with an investment in the Offer Shares and that I/we are eligible to apply for and purchase Offer Shares under the terms set forth therein.
Date and place*:

Binding signature**:

* Must be dated during the Application Period.
** The applicant must be of legal age. If the Retail Application Form is signed by proxy, documentary evidence of authority to sign must be attached in the form of a power of attorney or
company registration certificate.
DETAILS OF THE APPLICANT — ALL FIELDS MUST BE COMPLETED
First name

Surname/Family name/Company name

Home address (for companies: registered business address)

Zip code and town

Identity number (11 digits) / business registration number (9 digits)

Nationality

National Client Identifier (“NCI”) / Legal Entity Identifier (“LEI”)
Telephone number (daytime)

E-mail address

Please note: If the application form is sent to the Managers by e-mail, the e-mail will be unsecured unless the applicant takes measures to secure it. The Managers recommend the applicant
to secure all e-mails with application forms attached.

GUIDELINES FOR THE APPLICANT
THIS RETAIL APPLICATION FORM IS NOT FOR DISTRIBUTION OR RELEASE, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES, SWITZERLAND, CANADA, HONG
KONG, SINGAPORE OR ANY OTHER JURISDICTION IN WHICH THE DISTRIBUTION OR RELEASE WOULD BE UNLAWFUL. OTHER RESTRICTIONS ARE APPLICABLE. PLEASE SEE
“SELLING RESTRICTIONS” BELOW.
Customer categorisation: Legislation passed throughout the European Economic Area (the “EEA”) pursuant to the EU Directive 2014/65/EU on markets in financial instruments, as amended
(“MiFID”), implemented in the Norwegian Securities Trading Act, imposes requirements in relation to business investment. In this respect, the Managers must categorise all new clients in one
of three categories: Eligible counterparties, Professional clients and Non-professional clients. All applicants applying for Offer Shares in the Offering who/which are not existing clients of one of
the Managers will be categorised as Non-professional clients. The applicant can by written request to the Managers request to be categorised as a Professional client if the applicant fulfils the
provisions of the Norwegian Securities Trading Act and ancillary regulations. For further information about the categorisation, the applicant may contact one of the Managers. The applicant
represents that it has sufficient knowledge, sophistication and experience in financial and business matters to be capable of evaluating the merits and risks of an investment decision to invest
in the Company by applying for Offer Shares, and the applicant is able to bear the economic risk, and to withstand a complete loss of an investment in the Company.
Target Market: Solely for the purpose of the product governance requirements contained within: (a) MiFID II; (b)Article 9 and 10 of Commission Delegated Directive (EU) 2017/593
supplementing MiFID II; and (c) local implementing measures (together, the "MiFID II Product Governance Requirements"), and disclaiming all and any liability, which any "manufacturer"
for the purpose of the MiFID II Product Governance Requirements may otherwise have with respect thereto, the Offer Shares have been subject to a product approval process, which among
others, has determined that they each are compatible with an end target market including retail investors (and investors who meet the criteria of professional clients and eligible counterparties,
each as defined in MiFID II) (the "Positive Target Market") and eligible for distribution through all distribution channels. Investors should note that the price of the Offer Shares may decline
and investors could lose all or part of their investment; the Offer Shares offer no guaranteed income and no capital protection; and an investment in the Offer Shares is compatible only with
investors who do not need a guaranteed income or capital protection, who (either alone or in conjunction with an appropriate financial or other adviser) are capable of evaluating the merits
and risks of such an investment and who have sufficient resources to be able to bear any losses that may result therefrom. Conversely, an investment in the Offer Shares is not compatible
with investors looking for full capital protection or full repayment of the amount invested or having no risk tolerance, or investors requiring a fully guaranteed income or fully predictable return
profile (the "Negative Target Market" and, together with the Positive Target Market, the "Target Market Assessment"). The Target Market Assessment is without prejudice to the
requirements of any contractual, legal or regulatory selling restrictions in relation to the Retail Offering. For the avoidance of doubt, the Target Market Assessment does not constitute: (a) an
assessment of suitability or appropriateness for the purpose of MiFID II; or (b) a recommendation to any investor or group of investors to invest in, or purchase, or take any other action
whatsoever with respect to the Offer Shares.
Execution only: As the Managers are not in the position to determine whether the application for Offer Shares is appropriate for the applicant, the Managers will treat the application as an
execution only instruction from the applicant to apply for Offer Shares in the Offering. Hence, the applicant will not benefit from the corresponding protection of the relevant conduct of business
rules in accordance with the Norwegian Securities Trading Act.
Information Exchange: The applicant acknowledges that, under the Norwegian Securities Trading Act and the Norwegian Financial Undertakings Act and foreign legislation applicable to the
Managers, there is a duty of secrecy between the different units of the Managers as well as between the Managers and the other entities in the Managers’ respective groups. This may entail
that other employees of the Managers or the Managers’ respective groups may have information that may be relevant to the subscriber, but which the Managers will not have access to in their
capacity as Managers for the Retail Offering.
Information barriers: The Managers are securities firms offering a broad range of investment services. In order to ensure that assignments undertaken in the Managers' corporate finance
departments are kept confidential, the Managers' other activities, including analysis and stock broking, are separated from their corporate finance departments by information barriers known
as “Chinese walls”. The applicant acknowledges that the Managers' analysis and stock broking activity may act in conflict with the applicant's interests with regard to transactions in the Offer
Shares as a consequence of such Chinese walls.
VPS account and anti-money laundering procedures: The Retail Offering is subject to applicable anti-money laundering legislation, including the Norwegian Money Laundering Act of
1 June March 2018 no. 23 and the Norwegian Money Laundering Regulation of 14 September 2018 no. 1324 (collectively, the “Anti-Money Laundering Legislation”). Applicants who are not
registered as existing customers of one of the Managers must verify their identity to one of the Managers in accordance with requirements of the Anti-Money Laundering Legislation, unless an
exemption is available. Applicants who have designated an existing Norwegian bank account and an existing VPS account on the Retail Application Form are exempted, unless verification of
identity is requested by a Manager. Applicants who have not completed the required verification of identity prior to the expiry of the Application Period will not be allocated Offer Shares.
Participation in the Retail Offering is conditional upon the applicant holding a VPS account. The VPS account number must be stated in the Retail Application Form. VPS accounts can be
established with authorised VPS registrars, which can be Norwegian banks, authorised investment firms in Norway and Norwegian branches of credit institutions established within the EEA.
Establishment of a VPS account requires verification of identity to the VPS registrar in accordance with the Anti-Money Laundering Legislation. However, non-Norwegian investors may use
nominee VPS accounts registered in the name of a nominee. The nominee must be authorised by the Norwegian Ministry of Finance.
Selling restrictions: The Offering is subject to specific legal or regulatory restrictions in certain jurisdictions, see Section 19 “Selling and Transfer Restrictions” in the Prospectus. The Company
does not assume any responsibility in the event there is a violation by any person of such restrictions. The Offer Shares have not been and will not be registered under the United States
Securities Act of 1933, as amended (the “U.S. Securities Act”) or under any securities laws of any state or other jurisdiction of the United States and may not be taken up, offered, sold,
resold, transferred, delivered or distributed, directly or indirectly, within, into or from the United States except pursuant to an applicable exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities Act and in compliance with the securities laws of any state or other jurisdiction of the United States. There will be no public offer in the United
States. The Offer Shares will, and may, not be offered, sold, resold, transferred, delivered or distributed, directly or indirectly, within, into or from any jurisdiction where the offer or sale of the
Offer Shares is not permitted, or to, or for the account or benefit of, any person with a registered address in, or who is resident or ordinarily resident in, or a citizen of, any jurisdiction where
the offer or sale is not permitted, except pursuant to an applicable exemption. In the Retail Offering, the Offer Shares are being offered and sold to certain persons outside the United States
in offshore transactions within the meaning of and in compliance with Rule 903 of Regulation S under the U.S. Securities Act.
The Company has not authorised any offer to the public of its securities in any Member State of the EEA other than Norway. With respect to each Member State of the EEA other than Norway
which has implemented the EU Prospectus Directive (each, a “Member State”), no action has been undertaken or will be undertaken to make an offer to the public of the Offer Shares requiring
a publication of a prospectus in any Member State. Any offers outside Norway will only be made in circumstances where there is no obligation to publish a prospectus.
Stabilisation: In connection with the Offering, Pareto Securities (as the “Stabilisation Manager”), or its agents, on behalf of the Managers, may, upon exercise of the Over-allotment Option,
from the first day of the Listing engage in transactions that stabilise, maintain or otherwise affect the price of the Shares for up to 30 days from the first day of the Listing. Specifically, the
Stabilisation Manager may effect transactions with a view to supporting the market price of the Shares at a level higher than what might otherwise prevail, through buying Shares in the open
market at prices equal to or lower than the Offer Price. There is no obligation on the Stabilisation Manager and its agents to conduct stabilisation activities and there is no assurance that
stabilisation activities will be undertaken. Such stabilisation activities, if commenced, may be discontinued at any time, and will be brought to an end at the latest 30 calendar days after the
first day of the Listing.
Investment decisions based on full Prospectus: Investors must neither accept any offer for, nor acquire any Offer Shares, on any other basis than on the complete Prospectus.
Terms and conditions for payment by direct debiting - securities trading: Payment by direct debiting is a service provided by cooperating banks in Norway. In the relationship between
the payer and the payer's bank the following standard terms and conditions apply.
1. The service “Payment by direct debiting — securities trading” is supplemented by the account agreement between the payer and the payer's bank, in particular Section C of the account
agreement, General terms and conditions for deposit and payment instructions.
2. Costs related to the use of “Payment by direct debiting — securities trading” appear from the bank's prevailing price list, account information and/or information is given by other appropriate
manner. The bank will charge the indicated account for incurred costs.
3. The authorisation for direct debiting is signed by the payer and delivered to the beneficiary. The beneficiary will deliver the instructions to its bank who in turn will charge the payer's bank
account.
4. In case of withdrawal of the authorisation for direct debiting the payer shall address this issue with the beneficiary. Pursuant to the Financial Contracts Act, the payer's bank shall assist if
payer withdraws a payment instruction which has not been completed. Such withdrawal may be regarded as a breach of the agreement between the payer and the beneficiary.
5. The payer cannot authorise for payment a higher amount than the funds available at the payer’s account at the time of payment. The payer's bank will normally perform a verification of
available funds prior to the account being charged. If the account has been charged with an amount higher than the funds available, the difference shall be covered by the payer immediately.
6. The payer's account will be charged on the indicated date of payment. If the date of payment has not been indicated in the authorisation for direct debiting, the account will be charged as
soon as possible after the beneficiary has delivered the instructions to its bank. The charge will not, however, take place after the authorisation has expired as indicated above. Payment will
normally be credited the beneficiary's account between one and three working days after the indicated date of payment/delivery.
7. If the payer's account is wrongfully charged after direct debiting, the payer's right to repayment of the charged amount will be governed by the account agreement and the Financial Contracts
Act.
Overdue and missing payments: Overdue payments will be charged with interest at the applicable rate under the Norwegian Act on Interest on Overdue Payments of 17 December 1976
no. 100, which at the date of the Prospectus is 8.75% per annum. Should payment not be made when due, the Offer Shares allocated will not be delivered to the applicant, and the Managers
reserve the right, at the risk and cost of the applicant, to cancel at any time thereafter the application and to re-allot or, from the third day after the Payment Date, otherwise dispose of or
assume ownership to the allocated Offer Shares, on such terms and in such manner as the Managers may decide (and the applicant will not be entitled to any profit therefrom). The original
applicant will remain liable for payment of the Offer Price for the Offer Shares allocated to the applicant, together with any interest, costs, charges and expenses accrued, and the Company
and/or the Managers may enforce payment of any such amount outstanding.
In order to provide for prompt registration of the New Shares with the Norwegian Register of Business Enterprises, the Managers are expected to, on behalf of the applicants, pre-fund payment
for New Shares allocated in the Offering at a total subscription price equal to the Offer Price multiplied by the aggregate number of allocated New Shares.
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