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IMPORTANT INFORMATION 

This securities note (the "Securities Note") has been prepared by DNO ASA (the "Company" and together with its subsidiaries, the 

"Group" or "DNO") solely in connection with the listing on the Oslo Stock Exchange, a stock exchange operated by Oslo Børs ASA (the 

"Oslo Stock Exchange"), of the "8.75 per cent DNO ASA Senior Unsecured Callable Bond Issue 2015/2020" (the "Bonds") issued 

pursuant to the bond agreement dated 17 June 2015 (the "Bond Agreement") between the Company and Nordic Trustee ASA (the 

"Bond Trustee"). This Securities Note together with the registration document dated 8 November 2016 (the "Registration Document") 

and the summary dated 8 November 2016 (the "Summary") constitute a prospectus. The Financial Supervisory Authority of Norway 

(Nw.: Finanstilsynet) (the "NFSA") has reviewed and approved this Securities Note in accordance with Sections 7-7 and 7-8 of the 

Norwegian Securities Trading Act of 29 June 2007 no. 75. The Securities Note was approved by the NFSA on 8 November 2016. The NFSA 

has not checked or approved the accuracy or completeness of the information included in this Securities Note. The approval by the NFSA 

only relates to the information included in accordance with pre-defined disclosure requirements. The NFSA has not conducted any form of 

review or approval relating to corporate matters described in or referred to in this Securities Note. 

For definitions of certain other terms used throughout this Securities Note, see Section 5 "Definitions and glossary". 

The information contained herein is current as at the date hereof and subject to change, completion and amendment without notice. 

Neither the publication nor distribution of this Securities Note shall under any circumstances imply that there has been no change in the 

Group's affairs or that the information herein is correct as at any date subsequent to the date of this Securities Note. 

No person is or has been authorized by the Company to give any information or to make any representation not contained in or not 

consistent with this Securities Note or any other information supplied in connection with the Bonds and, if given or made, such 

information or representation must not be relied upon as having been authorized by the Company. 

The distribution of this Securities Note in certain jurisdictions may be restricted by law. This Securities Note does not constitute an offer 

of, or an invitation to purchase, any of the Bonds in any jurisdiction. This Securities Note may not 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 

Securities Note are required to inform themselves of and observe any such restrictions. In addition, the Bonds are subject to restrictions 

on transferability and resale and may not be transferred or resold except as permitted under applicable securities laws and regulations. 

Any failure to comply with these restrictions may constitute a violation of applicable securities laws.  

The content of this Securities Note is not to be construed as legal, credit, business or tax advice. Each investor should consult its own 

legal, credit, business or tax adviser as to legal, credit, business or tax advice. In making an investment decision, investors must rely on 

their own examination of the Group and the Bonds, including the merits and risks involved.  

The Bonds may not be a suitable investment for all investors. Each potential investor in the Bonds must determine the suitability of that 

investment in light of its own circumstances. In particular, each potential investor may wish to consider, either on its own or with the help 

of its financial and other professional advisers, whether it:  

(i) has sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the merits and risks of investing in 

the Bonds and the information contained in this Securities Note or any applicable supplement;  

(ii) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular financial situation, 

an investment in the Bonds and the impact the Bonds will have on its overall investment portfolio;  

(iii) has sufficient financial resources and liquidity to bear all of the risks of an investment in the Bonds, including where the 

currency for principal or interest payments is different from the potential investor’s currency;  

(iv) understands thoroughly the terms of the Bonds and is familiar with the behavior of financial markets; and  

(v) is able to evaluate possible scenarios for economic and other factors that may affect its investment and its ability to bear the 

applicable risks.  

Legal investment considerations may restrict certain investments. The investment activities of certain investors are subject to legal 

investment laws and regulations, or review or regulation by certain authorities. Each potential investor should consult its legal advisers to 

determine whether and to what extent (i) Bonds are legal investments for it, (ii) Bonds can be used as collateral for various types of 

borrowing and (iii) other restrictions apply to its purchase or pledge of any Bonds. Financial institutions should consult their legal advisers 

or the appropriate regulators to determine the appropriate treatment of Bonds under any applicable risk-based capital or similar rules.  

The Bonds have not been, and will not be, registered under the U.S. Securities Act of 1933, as amended (the "U.S. Securities Act"), and 

may not be offered or sold within the United States or to, or for the account or benefit of, U.S. Persons (as defined in Regulation S under 

the U.S. Securities Act) except in accordance with Regulation S under the U.S. Securities Act or pursuant to an exemption from the 

registration requirements of the U.S. Securities Act.  

ABG Sundal Collier ASA, DNB Markets, a part of DNB Bank ASA, Fearnley Securities AS and Pareto Securities AS (jointly, the "Lead 

Managers") have assisted the Company in preparing this Securities Note. The Lead Managers have not verified the information contained 

herein. Accordingly, no representation, warranty or undertaking, express or implied, is made, and the Lead Managers expressively 

disclaim any legal or financial liability as to the accuracy or completeness of the information contained in this Securities Note or any other 

information supplied in connection with issuance or distributions of the Bonds. Each person receiving this Securities Note acknowledges 

that such person has not relied on the Lead Managers nor on any person affiliated with them in connection with its investigation of the 

accuracy of such information or its investment decision. 

This Securities Note shall be governed by and construed in accordance with Norwegian law. The courts of Norway, with Oslo District Court 

as legal venue, shall have exclusive jurisdiction to settle any dispute which may arise out of or in connection with this Securities Note.  
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1 RISK FACTORS 

An investment in the Bonds involves inherent risk. Before making an investment decision with respect to the 

Bonds, investors should carefully consider the risk factors and all information contained in this Securities Note 

and the Registration Document, including the financial statements and related notes. The risks and 

uncertainties described in this Section 1 "Risk factors", including those described in the Registration Document, 

are the known risks and uncertainties faced by the Group as of the date hereof that the Company believes are 

the material risks relevant to an investment in the Bonds. An investment in the Bonds 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 herein or in the Registration Document should not be considered prior 

to making an investment decision in respect of the Bonds. If any of the following risks or the risks included in 

the Registration Document were to materialize, individually or together with other circumstances, they could 

have a material and adverse effect on the Group 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 Bonds, resulting 

in the loss of all or part of an investment in the same.  

The order in which the risks are presented does not reflect the likelihood of their occurrence or the magnitude 

of their potential impact. The information in this Section 1 "Risk factors" is as of the date of this Securities Note. 

Factors which the Company believes may be material for the purpose of assessing risks that may affect the 

Company's ability to fulfill its obligations under the Bonds to investors are set out in the Registration Document. 

The Bonds may not be a suitable investment for all investors  

Each potential investor in the Bonds must determine the suitability of that investment in light of its own 

circumstances. In particular, each potential investor should have sufficient knowledge and experience to make a 

meaningful evaluation of the Bonds, the merits and risks of investing in the Bonds. 

Risk of being unable to repay the Bonds 

The Group's ability to generate cash flow from operations and to make scheduled payments on and repay its 

indebtedness, including the Bonds, will depend on the future financial performance of the Group. The future 

performance of the Group will be affected by a range of economic, competitive, governmental, operating and 

other business factors, many of which cannot be controlled. 

The market value of the Bonds may fluctuate  

The market value of the Bonds may decrease or fluctuate significantly and may not always reflect the 

underlying asset value of the Company. A number of factors outside the Group's control may impact its 

performance and the price of the Bonds. The most significant of these factors are: payments to be received for 

the oil exported from Kurdistan, a change in market sentiment regarding the Bonds or the Group; the operating 

and share price performance of other companies in the industry; and the stability of the markets and regions in 

which the Group operates. Changes in market sentiment regarding the Group may be due to speculation about 

the Group's business in the media or investment community, changes to the Group's profit estimates, the 

publication of research reports by analysts, and changes in general market conditions. If any of these factors 

actually occurs, it could have a material and adverse effect on the pricing of the Bonds. 

Market interest rates could influence the price of the Bonds 

One of the factors that could influence the price of the Bonds is their annual yield as compared to yields on 

other financial instruments. Thus, an increase in market interest rates will result in higher yields on other 

financial instruments, which could materially and adversely affect the price of the Bonds.  

Defaults or insolvency of subsidiaries 

Defaults by, or the insolvency of, certain subsidiaries of the Group could result in the obligation of the Group to 

make payments under parent company financial or performance guarantees in respect of such subsidiaries' 

obligations, or cause cross-defaults on certain borrowings of the Group. There can be no assurance that the 

Group and its assets would be protected from any actions by the creditors of any subsidiary of the Group, 

whether under bankruptcy law, by contract or otherwise.  
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Change of control - the Company's ability to redeem the Bonds with cash may be limited 

Upon the occurrence of a change of control event, each individual bondholder shall have a right of pre-payment 

of the Bonds as set out in the Bond Agreement. However, it is possible that the Company may not have 

sufficient funds to make the required redemption of Bonds, resulting in an event of default under the Bond 

Agreement. 

Exchange rate risks and exchange controls 

The Company will pay principal and interest on the Bonds in USD. This presents certain risks relating to 

currency conversions if an investor's financial activities are denominated principally in a currency or currency 

unit (the "Investor's Currency") other than USD. These include the risk that exchange rates may significantly 

change (including changes due to devaluation of USD or revaluation of the Investor's Currency) and the risk 

that authorities with jurisdiction over the Investor's Currency may impose or modify exchange controls. An 

appreciation in the value of the Investor's Currency relative to USD would decrease (i) the Investor's Currency-

equivalent yield on the Bonds, (ii) the Investor's Currency-equivalent value of the principal payable on the 

Bonds and (iii) the Investor's Currency-equivalent market value of the Bonds.  

Government and monetary authorities may impose (as some have done in the past) exchange controls that 

could adversely affect an applicable exchange rate. As a result, investors may receive less interest or principal 

than expected, or no interest or principal.  

The terms and conditions of the Bond Agreement allows for modification of the Bonds or waivers or 

authorisations of breaches and substitution of the Company which, in certain circumstances, may be 

affected without the consent of bondholders 

The Bond Agreement contains provisions for calling meetings of bondholders to consider matters affecting their 

interests generally. These provisions permit defined majorities to bind all bondholders, including bondholders 

who did not attend and vote at the relevant meeting and bondholders who voted in a manner contrary to the 

majority. Certain significant modifications may be made following approval of a quorum of one or more persons 

holding or representing not less than two-thirds in aggregate nominal amount of the Bonds for the time being 

outstanding, including modifying the date of maturity of the Bonds or any date for payment of interest thereof, 

reducing or cancelling the amount of principal or the rate of interest payable in respect of the Bonds or altering 

the currency of payment of the Bonds. The Bond Trustee may, without the consent of the bondholders, agree to 

certain modifications of the Bond Agreement and other finance documents which, in the opinion of the Bond 

Trustee, are proper to make. 

Secondary market in the Bonds and liquidity risk  

The Bonds may have no established trading market when issued, and one may never develop. If a market does 

develop for the Bonds, it may not be liquid. Therefore, investors may not be able to sell their Bonds easily or at 

prices that will provide them with a yield comparable to similar investments that have a developed secondary 

market. Lack of liquidity in the secondary market may adversely affect the market value of the Bonds.  

Generally, weak global credit market conditions could contribute to a lack of liquidity in the secondary market 

for instruments similar to the Bonds. A failure in the market for securities similar to the Bonds could adversely 

affect the market value of the Bonds. 

Substantial share ownership is concentrated in RAK Petroleum Holdings B.V. 

RAK Petroleum Holdings B.V. ("RAK Petroleum") is the largest shareholder of the Company, holding 

approximately 40.45% of the shares in the Company. As a result, RAK Petroleum will be in a position, 

irrespective of the voting behaviour of the other shareholders, to exert substantial influence over key decisions 

concerning the business of the Company, including the future composition of the Company's board of directors 

and the members of the Company's management. The interests of RAK Petroleum may not always be aligned 

with those of the other shareholders of the Company. RAK Petroleum may hold interests in, or may make 

acquisitions of, or investments in, other businesses that may be, or may become, competitors of the Group. 

Disputes may also arise between RAK Petroleum and the other shareholders regarding how to manage the 

Group's business, which could in turn delay or prevent the Group from achieving its objectives. 

The concentration of ownership may also have the effect of delaying, preventing or deterring a change in 

control of the Group, which could deprive investors of an opportunity to receive a premium for their Bonds as 

part of any sale of the Group, and might affect the market price of the Bonds. Furthermore, any future sales of 
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shares in the Company by RAK Petroleum could have a material and adverse effect on the market price of the 

Bonds. 

Settlement risk 

There is a risk that the settlement of trades in the Bonds in the secondary market will not take place as agreed. 

The settlement risk consists of the failure by the buyer to pay for Bonds or the failure by the seller to deliver 

Bonds. 

Risk related to changes in laws and administrative practice 

The Bond Agreement is based on Norwegian law in effect as at the date of issue of the Bonds. No assurance can 

be given as to the impact of any possible judicial decision or change to Norwegian law or administrative practice 

after the date of issue of the relevant Bonds. 

The Bonds may be subject to optional redemption by the Company, which may have a material and 

adverse effect on the value of the Bonds 

Pursuant to the Bond Agreement, the Bonds are subject to optional redemption by the Company at their 

outstanding principal amount, plus accrued and unpaid interest to the date of redemption, plus a premium 

calculated in accordance with the terms and conditions of the Bond Agreement. This is likely to limit the market 

value of the Bonds. It may not be possible for bondholders to reinvest proceeds at an effective interest rate as 

high as the interest rate on the Bonds.  

Mandatory prepayment events may lead to a prepayment of the Bonds in circumstances where an 

investor may not be able to reinvest the prepayment proceeds at an equivalent rate of interest 

In accordance with the terms and conditions of the Bond Agreement, the Bonds are subject to mandatory 

prepayment by the Company on the occurrence of certain specified events. Following any early redemption 

after the occurrence of a mandatory prepayment event, it may not be possible for bondholders to reinvest such 

proceeds at an effective interest rate as high as the interest rate on the Bonds and they may only be able to do 

so at a significantly lower rate.  

Risks related to transfer restrictions on the Bonds  

As the Company is relying upon exemptions from registration requirements in the placement of the Bonds, the 

Bonds may only be transferred in a transaction registered under or exempt from registration or prospectus 

requirements in the future. Therefore, investors may not be able to sell their Bonds at their preferred time or 

price. The Group cannot assure investors as to the future liquidity of the Bonds. 

Prospective investors may not be able to recover in civil proceedings for U.S. securities laws 

violations 

The Company is incorporated under Norwegian law, all of the members of the Company's senior management 

and all members of the Company's board of directors, other than Bijan Mossavar-Rahmani, currently reside 

outside the United States and all of its assets are currently located outside the United States. As a result, 

prospective investors may be unable to effect service of process within the United States, or to recover on 

judgments of U.S. courts in any civil proceedings under the U.S. federal securities laws. 
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2 PERSONS RESPONSIBLE 

DNO ASA accepts responsibility for the information contained in this Securities Note and declares that, having 

taken all reasonable care to ensure that such is the case, the information contained in this Securities Note is, to 

the best of its knowledge, in accordance with the facts and contains no omission likely to affect its import. 

 

Oslo, 8 November 2016 

 

DNO ASA 

 

Bjørn Dale 

Managing Director 

  

  



DNO ASA – Securities Note 

Page 8 of 20  

 

3 INFORMATION ABOUT THE BONDS 

In this Section 3 "Information about the Bonds", capitalised terms used (and not defined in this Securities Note) 

shall have the same meaning as in the Bond Agreement. 

ISIN code: NO 001740392. 

The Reference Name/The Bonds/The Bond Issue: 8.75 per cent DNO ASA Senior Unsecured Callable Bond Issue 2015/2020. 

Borrower/Issuer: DNO ASA. 

Security Type: Unsecured bond issue with fixed interest rate. 

Currency: USD. 

Borrowing Limit: 400,000,000. 

Issue Amount/First Tranche: 400,000,000. 

Denomination – Each Bond: The Bonds have a nominal value of USD 100,000 each. Minimum 

subscription amount and allotment was USD 200,000. 

Yield: Dependent on the market price. Yield to Maturity is 12.5% p.a. assuming an 

issue price of 87.50% and price at Maturity of 100%. 

Securities Form: The Bonds are electronically registered in book-entry form with the 

Securities Depository.  

Disbursement/Settlement/Issue Date: 18 June 2015. 

Interest Bearing From and Including: Disbursement/Settlement/Issue Date. 

Interest Bearing To: Maturity. 

Maturity: 18 June 2020 (5 years after Settlement Date). 

Coupon Rate: 8.75% p.a., semi-annual interest payments. 

Day Count Fraction - Coupon: "30/360". 

Business Day Convention: "Unadjusted". 

First Interest Payment Date: 18 December 2015 (6 months after Settlement Date). 

Number of days in first term: 180 days. 

Interest Payment Date: Interest is payable 18 June and 18 December each year and at the Maturity 

Date. Any adjustment will be made according to the Business Day 

Convention. The first Interest Payment Date is 18 December 2015. 

Issue Price: 87.50% of par value. 

Business Day: "Oslo" and "New York". 

Call Option: The Issuer may at any time redeem the Bond Issue in whole or in part as 

follows (the "Call Option"): 

 (a) with settlement date from and including the Interest Payment Date in 

June 2017 to, but not including, the Interest Payment Date in June 

2018, at a price equal to 105.0% of Face Value (plus accrued interest 

on the redeemed Bonds); 

 (b) with settlement date from and including the Interest Payment Date in 

June 2018 to, but not including, the Interest Payment Date in June 

2019, at a price equal to 103.0% of Face Value (plus accrued interest 

on the redeemed Bonds); 

 (c) with settlement date from and including the Interest Payment Date in 

June 2019 to, but not including, the Interest Payment Date in 

December 2019, at a price equal to 101.5% of Face Value (plus accrued 

interest on the redeemed Bonds); and 

 (d) with settlement date from an including the Interest Payment Date in 

December 2019 to, but not including, the Maturity Date, at a price 

equal to 100.5% of Face Value (plus accrued interest on the redeemed 

Bonds). 

 The applicable call price above shall be determined on the basis of the 
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settlement date of the Call Option. 

 Exercise of the Call Option shall be notified by the Issuer in writing to the 

Bond Trustee and the Bondholders at least thirty Business Days prior to the 

settlement date of the Call Option.  

 Partial redemption must be carried out pro rata (in accordance with the 

procedures of the Securities Depository). 

 On the settlement date of the Call Option, the Issuer shall pay to each of the 

Bondholders holding Bonds to be redeemed, in respect of each such Bond, 

the principal amount of such Bond (including any premium as stated above) 

and any unpaid interest accrued to the settlement date. 

 Bonds redeemed by the Issuer in accordance with Clause 10.2 of the Bond 

Agreement shall be discharged against the Outstanding Bonds. 

Change of Control: Upon the occurrence of a Change of Control Event, each Bondholder shall 

have the right of pre-payment ("Put Option") of its Bonds at a price of 101% 

of par value (plus accrued interest of par value on the relevant Bonds). 

The Put Option must be exercised within two months after the Issuer has 

given notification to the Bond Trustee of a Change of Control Event. Such 

notification shall be given as soon as possible after a Change of Control 

Event has taken place. 

The Put Option may be exercised by each Bondholder by giving written 

notice of the request to its account manager. The account manager shall 

notify the Paying Agent of the redemption request. The settlement date of 

the Put Option shall be the fifth Business Day after the end of the two month 

exercise period of the Put Option. 

On the settlement date of the Put Option, the Issuer shall pay to each of the 

Bondholders holding Bonds to be redeemed, the principal amount of each 

such Bond (including any premium pursuant to Clause 10.3.1 of the Bond 

Agreement) and any unpaid interest accrued up to (but not including) the 

settlement date of the Put Option. 

 "Change of Control Event" means if and when any person or group of 

persons under the same Decisive Influence, obtains Decisive Influence over 

the Issuer. 

Mandatory Prepayment Event: Upon the occurrence of a Mandatory Prepayment Event and subject to 

Clause 10.4.4 of the Bond Agreement, the Issuer shall redeem the principal 

amount of Outstanding Bonds with the Redemption Amount at a redemption 

price as follows: 

a) if occurring anytime from and including the Issue Date to, but not 

including, the Interest Payment Date in June 2016, at a price equal to 

108% of par value (plus accrued interest on the redeemed Bonds); 

b) if occurring anytime from and including the Interest Payment Date in 

June 2016 to, but not including, the Interest Payment Date in June 

2017, at a price equal to 106.5% of the par value (plus accrued interest 

on the redeemed Bonds); and 

c) thereafter on the redemption prices set out in Clause 10.2 (Call Option) 

of the Bond Agreement plus accrued interest on the redeemed Bonds. 

For the avoidance of doubt, the redemption prices above shall be 

determined based on the date the Mandatory Prepayment Event occurred 

and not based on the date of repayment. 

If a Mandatory Prepayment Event occurs which requires the Issuer to 

redeem 100% of the Outstanding Bonds, the Issuer shall redeem all the 

Bonds within the fifth Business Day after the proceeds are received by the 

relevant Group Company following the Mandatory Prepayment Event. 

If a Mandatory Prepayment Event occurs which does not require the Issuer 

to redeem 100% of the Outstanding Bonds, the Issuer shall make an offer 

(the "Prepayment Offer") to the Bondholders to redeem the Bonds as 

follows: 

a) each Bondholder shall be offered to have redeemed Bonds in an 
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amount which, together with any premium and interest payable upon 

redemption of such Bonds, is equal to the Redemption Amount 

multiplied with a fraction, the numerator of which is equal to the 

principal amount of the Bonds held by such Bondholders, and the 

denominator of which is equal to the aggregate principal amount of all 

Outstanding Bonds; 

b) no fractions of Bonds will be redeemed under the Prepayment Offer; 

c) the Prepayment Offer shall be made at the prices set out above and in 

Clause 10.4.1 of the Bond Agreement and shall be open for acceptance 

for at least 20 Business Days after the date of the Prepayment Offer; 

and 

d) the settlement date for the Prepayment Offer shall be a date no later 

than the fifth Business Day after the later of (i) the day the proceeds 

are received by the relevant Group Company following the Mandatory 

Prepayment Event, and (ii) the expiration of the Prepayment Offer. 

On the settlement date of a redemption in accordance with Clause 10.4 of 

the Bond Agreement, the Issuer shall, in respect of each Bond to be 

redeemed, pay to the Bondholder of such Bond, the principal amount of such 

Bond (including any premium as stated above) and any unpaid interest 

accrued up to the settlement date. 

Bonds redeemed by the Issuer in accordance with Clause 10.4 of the Bond 

Agreement shall be discharged against the Outstanding Bonds. 

"Mandatory Prepayment Event" means if the Group's (direct or indirect) 

ownership interest in the Tawke PSC is reduced below 40% in a single or a 

series of transactions with total net cash proceeds (after repayment of 

transaction costs and any relevant Financial Indebtedness pertaining to the 

Tawke PSC) exceeding USD 100 million (such exceeding amount, the 

"Redemption Amount"). 

Amortization: The Bonds shall mature in full on the Final Maturity Date, and shall be repaid 

by the Issuer at 100% of par value plus accrued and unpaid interests. 

Redemption: All claims under the Bonds and the Bond Agreement for payment, 

including interest and principal, shall be subject to the time-bar 

provisions of the Norwegian Limitation Act of May 18, 1979 No. 18.  

The statutory limitation period (Nw.: Foreldelsesfrist) is 3 years for interest 

and 10 years for the principal. 

Status of the Bonds: The Bonds shall constitute senior debt obligations of the Issuer. The Bonds 

shall rank at least pari passu with all other obligations of the Issuer (save for 

such claims which are preferred by bankruptcy, insolvency, liquidation or 

other similar laws of general application) and shall rank ahead of 

subordinated debt. The Bonds are unsecured. 

Finance Documents: Means (i) the Bond Agreement, (ii) the agreement between the Bond 

Trustee and the Issuer, and (iii) any other document which the Issuer and 

the Bond Trustee designate as a Finance Document. 

Undertakings: During the term of the Bonds the Issuer shall comply with the covenants in 

accordance with Clause 13 (Covenants) of the Bond agreement, including 

but not limited to: 

General Covenants 

a) Pari passu ranking: The Issuer shall ensure that its obligations under 

the Bond Agreement and any other Finance Document shall at all times 

rank at least pari passu as set out in Clause 8.1 of the Bond 

Agreement. 

b) Mergers: The Issuer shall not, and shall ensure that no other Group 

Company shall, carry out any merger or other business combination or 

corporate reorganization involving a consolidation of the assets and 

obligations of the Issuer or such Group Company with any other 

companies or entities not being a member of the Group if such 

transaction would have a Material Adverse Effect. 

c) De-mergers: The Issuer shall not, and shall ensure that no other 
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Group Company shall carry out any de-merger or other corporate 

reorganization involving a split of the Issuer or such Group Company 

into two or more separate companies or entities, if such transaction 

would have a Material Adverse Effect.  

d) Continuation of business: The Issuer shall not cease to carry on its 

business, and the Issuer shall ensure that no other Group Company 

shall, cease to carry on its business if such cessation would have a 

Material Adverse Effect. The Issuer shall procure that no material 

change is made to the general nature of the business of the Group or 

the Issuer from that carried on at the date of the Bond Agreement, or 

as contemplated by the Bond Agreement, if such change would have a 

Material Adverse Effect. 

e) Arm's length transactions: The Issuer shall not, and the Issuer shall 

ensure that no other Group Company shall, enter into any transaction 

with any person except on arm's length terms. 

f) Corporate status: The Issuer shall not change its type of organization 

or jurisdiction of incorporation, however the Issuer and the Group shall 

be allowed to reorganize their headquarters and/or incorporated legal 

person to a European Union domicile as long as such reorganization 

would not have a material adverse effect on (a) the Issuer's ability to 

perform and comply with its obligations under the Finance Documents 

or (b) the validity or enforceability of any Finance Document. 

g) Compliance with laws: The Issuer shall, and shall ensure that each 

other Group Company shall, comply in all material respects with all laws 

and regulations it may be subject to from time to time (including any 

environmental laws and regulations). 

h) Operations: The Issuer shall ensure that the operations of any Group 

Company are conducted in accordance with acknowledged practices 

related to the oil and gas business in all material respects. 

i) Insurances: The Issuer shall ensure that each Group Company will 

maintain, with financially sound and reputable insurance companies, 

funds or underwriters, adequate insurance with respect to its assets, 

equipment and business against such liabilities, casualties and 

contingencies and of such types and in such amounts as would be 

reasonable with respect to similar assets to those owned by the 

relevant Group Company pursuant to good industry practice in the 

relevant jurisdiction of incorporation. 

j) Hedging policy: The Issuer shall procure that no Group Company shall 

enter into hedging arrangements for speculative purposes. 

Special Covenants 

a) Dividends and other distributions: The Issuer shall not within a 

calendar year declare or make any dividend payments or other 

distributions or loans to its shareholders, whether in cash or in kind 

(including without limitation any total return swaps or instruments with 

similar effect) exceeding 25% of net income (adjusted for any write 

downs and after income tax expense (as calculated in accordance with 

IFRS)) based on the consolidated accounts for the Issuer for the 

previous financial calendar year. 

Notwithstanding the limitations above, the Issuer shall be entitled to 

repurchase its Treasury Shares in accordance with the limitation of the 

Norwegian Public Limited Liability Companies Act, currently 10% of the 

share capital, provided that any such Treasury Shares acquired shall 

not be redeemed by way of reduction of share capital of the Issuer and 

subsequent deregistration of any of the Issuer's shares from VPS. 

b) Subsidiaries' distributions: Save for obligations under the Permitted 

Financial Indebtedness, the Issuer shall not permit any other Group 

Company to create or permit to exist any contractual obligation (or 

Security) restricting the right of any Group Company to: 

(i) pay dividends or make other distributions to its shareholders;  
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(ii) service any Financial Indebtedness to the Issuer; 

(iii) make any loans to the Issuer; or 

(iv) transfer any of its assets and properties to the Issuer; 

if the creation of such contractual obligation would prevent the Issuer 

from complying with any of its obligations under the Bond Agreement. 

c) Disposals: Without prejudice to the mandatory prepayment provisions 

set out in Clause 10 (Maturity of the Bonds and redemption) of the 

Bond Agreement, the Issuer shall not, and shall ensure that no other 

Group Company shall, sell or otherwise dispose of all or substantial part 

of the Group's assets or operations (with the exception of intra-Group 

transactions) if such transaction would have a Material Adverse Effect. 

d) Financial indebtedness restrictions: The Issuer shall ensure that: 

(i) no other Group Company shall incur, create or permit to subsist 

any Financial Indebtedness other than the Permitted Financial 

Indebtedness; and 

(ii) the liabilities of the Issuer under any Financial Indebtedness 

owed by the Issuer to any other Group Company shall be 

subordinated to the Bonds. 

e) Negative pledge: The Issuer shall not, and shall ensure that no other 

Group Company shall, create or permit to subsist any Security over any 

of its present of future assets (including shares in the other Group 

Companies) or its revenues, other than the Permitted Security. 

f) Financial support restrictions: The Issuer shall not, and shall ensure 

that no other Group Company shall, grant any Financial Support, other 

than: 

(i) in the ordinary course of business; or 

(ii) made, granted or given by any Group Company to or for the 

benefit of any other Group Company; or 

(iii) the Permitted Financial Indebtedness. 

g) Listing of shares: During the term of the Bond Issue, the Issuer shall 

ensure that the Issuer's shares remain listed on Oslo Børs or relisted on 

a stock exchange within the European Union, at the sole discretion of 

the Issuer. 

h) PSC Cancellation Event: The Issuer shall ensure that any relevant 

Group Company will promptly inform the Bond Trustee of any PSC 

Cancellation Event and whether such PSC Cancellation Event would 

have a Material Adverse Effect and whether such PSC Cancellation 

Event would constitute an Event of Default, and the Bond Trustee shall 

notify the Bondholders of such PSC Cancellation Event. 

Financial Covenants 

(i) Minimum Liquidity: The Issuer shall ensure that the Group maintains 

Liquidity of at least USD 40,000,000.  

(ii) Equity Ratio: The Issuer shall ensure that the Group maintains an 

Equity Ratio of at least 30%. 

The Issuer undertakes to be in compliance with the above financial 

covenants at all times, such compliance to be measured on each Quarter 

Date and certified by the Issuer by way of a Compliance Certificate provided 

by the Issuer in writing to the Bond Trustee pursuant to Clause 13.2.2 of the 

Bond Agreement, except that if the listing requirements for the Bonds and 

the shares of the Issuer only require semi-annual financial reporting, the 

Equity Ratio covenant in paragraph (ii) above shall be measured on a semi-

annual basis only. All financial covenants shall be calculated on a 

consolidated basis for the Group. 

Definitions 

"Acceptable Bank" means (i) a bank or financial institution which has a 

rating for its long-term unsecured and non-credit-enhanced debt obligations 
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of BBB or higher by Standard & Poor's Rating Services or Fitch Ratings Ltd or 

Baa2 or higher by Moody's Investors Service Limited or a comparable rating 

from an internationally recognized credit rating agency or (ii) such other 

bank or financial institution reasonably acceptable to the Bond Trustee 

(however with no liability for the Bond Trustee). 

"Cash and Cash Equivalents" means on any date, the aggregate equivalent 

in USD on such date of the then current market value of: 

a) cash in hand or amounts standing to the credit of any current and/or on 

deposit accounts with an Acceptable Bank; and 

b) time deposits with Acceptable Banks and certificates of deposit issued, 

and bills of exchange accepted, by an Acceptable Bank, 

in each case to which any Group Company is beneficially entitled at the time 

and to which any Group Company has free and unrestricted access and 

which is not subject to security. 

"Decisive Influence" means a person having, as a result of an agreement or 

through the ownership of shares or interests in another person: 

a) a majority of the voting rights in that other person; or 

b) a right to elect or remove a majority of the members of the board of 

directors of that other person. 

When determining the relevant person's number of voting rights in the other 

person or the right to elect and remove members of the board of directors, 

rights held by the parent company of the relevant person and the parent 

company's Subsidiaries shall be included. 

"Equity Ratio" means the ratio of Total Equity to Total Assets.  

"Event of Default" means the occurrence of an event or circumstance 

specified in Clause 15.1 of the Bond Agreement. 

"Financial Indebtedness" means any indebtedness for or in respect of:  

(i) moneys borrowed; 

(ii) any amount raised by acceptance under any acceptance credit facility 

or dematerialized equivalent; 

(iii) any amount raised pursuant to any note purchase facility or the issue of 

bonds, notes, debentures, loan stock or any similar instrument; 

(iv) the amount of any liability in respect of any lease or hire purchase 

contract which would, in accordance with IFRS, be treated as finance or 

capital lease; 

(v) receivables sold or discounted (other than any receivables to the extent 

they are sold on a non-recourse basis); 

(vi) any amount raised under any other transaction (including any forward 

sale or purchase agreement) having the commercial effect of a 

borrowing; 

(vii) any derivative transaction entered into in connection with protection 

against or benefit from fluctuation in any rate or price (and, when 

calculating the value of any derivative transaction, only the marked-to-

market value shall be taken into account);  

(viii) any counter-indemnity obligation in respect of a guarantee, bond, 

standby or documentary letter of credit or any other instrument issue 

by a bank or financial institution; 

(ix) any amount paid up or credited as paid up on any redeemable share 

capital; and  

(x) without double-counting, the amount of any liability in respect of any 

guarantee or indemnity for any of the items referred to in paragraphs 

(i) to (ix) above. 

"Financial Support" means the granting of any loans, guarantees or other 

financial assistance (including, but not limited to granting of Security). 
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"Group" means the Issuer and its Subsidiaries, from time to time (each a 

"Group Company"). 

"IFRS" means International Financial Reporting Standards, and guidelines 

and interpretations issued thereto by the International Accounting Standards 

Board (or any predecessor or successor thereof), in force from time to time. 

"Leasing Obligations" means any liability in respect of any current or future 

lease or hire purchase contract which would, in accordance with IFRS as 

applicable at the Issue Date, be treated as an operational lease. 

"Liquidity" means the aggregate book value of Cash and Cash Equivalents. 

"Material Adverse Effect" means a material adverse effect on: (a) the 

business, financial condition or operations of the Issuer and/or the Group 

(taken as a whole), (b) the Issuer’s or any other Group Company’s ability to 

perform and comply with its obligations under any of the Finance 

Documents; or (c) the validity or enforceability of any of the Finance 

Documents. 

"Outstanding Bonds" means the Bonds not redeemed or otherwise 

discharged. 

"Permitted Financial Indebtedness" means: 

a) any RBL, or any bridge financing that is refinanced by an RBL within 

less than 12 months from drawdown, in each case provided by a credit 

institution or bank or a syndicate of credit institutions or banks 

provided however that any RBL related to the Tawke PSC shall not at 

any time exceed USD 250 million; 

b) (i) any other facilities with financial institutions or banks and (ii) any 

forward sale or prepayment arrangement as a method of financing in 

relation to the Group's hydrocarbon production (whether secured or 

unsecured), provided that the amount for both (i) and (ii) in aggregate 

does not exceed USD 150 million (for avoidance of doubt any long-term 

offtake agreement shall not be considered as part of (ii)); 

c) Financial Indebtedness made, granted or given by any Group Company 

to any other Group Company; 

d) any guarantee issued by a Group Company (to governments and other 

third parties) in the ordinary course of business of the Group relating to 

exploration, appraisal, field developments, decommissioning and other 

operations of the Group (where guarantees may include performance 

bonds, standby or documentary letters of credit or other instruments 

issued by a bank or financial institution and counter-indemnity 

obligations related thereto, but not guarantees for loans or similar 

instruments); 

e) any Financial Indebtedness by a Group Company under any hedging 

arrangements as part of the Group's ordinary course of business and 

for non-speculative purposes; (for the avoidance of doubt the Group 

may not, whether under a hedging or any other similar arrangement 

(except for any forward sale or prepayment arrangement), incur, create 

or permit any financial arrangement whereby any party is granted any 

right to a payment as a percentage or other proportion of the Group's 

present or future sales proceeds, income, earnings, or revenue deriving 

directly or indirectly from the hydrocarbon assets (whether secured or 

unsecured)); 

f) any Financial Indebtedness incurred by any Group Company in the 

ordinary course of business and as part of the daily operation by such 

Group Company; 

g) any Financial Indebtedness incurred by a Group Company under finance 

or capital leases incurred by any Group Company in the ordinary course 

of business; 

h) any Leasing Obligations; and 

i) any refinancing, amendment or replacement of any of (a)-(h) above 

from time to time. 
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"Permitted Security" means: 

a) Security granted in relation to the Permitted Financial Indebtedness 

with the exception of the Financial Indebtedness set out in paragraph 

(c) of the definition of Permitted Financial Indebtedness; 

b) any lien arising by operation of law in the ordinary course of business; 

c) any netting or set-off arrangement entered into by any Group Company 

in the ordinary course of its banking arrangements for the purpose of 

netting debit and credit balances of members of the Group (if 

applicable); 

d) any Security arising under any retention of title, hire purchase or 

conditional sale arrangement or arrangements having similar effect in 

respect of goods supplied to any Group Company in the ordinary course 

of trading and on the supplier's standard or usual terms and not arising 

as a result of any default or omission by any such Group Company; and 

e) any Security for obligations or liability incurred by any Group Company 

in the ordinary course of business and as part of the daily operation by 

any such Group Company. 

"PSC Cancellation Event" means if the Tawke PSC is revoked, cancelled, 

materially changed or terminated for any reason and such revocation, 

cancellation, change or termination has a Material Adverse Effect. 

"Quarter Date" means each 31 March, 30 June, 30 September and 31 

December. 

"RBL" means a reserve based lending, being a senior secured revolving debt 

facility that is structured against the cash flows of producing or development 

oil and gas related assets, on a single asset or portfolio basis. 

"Security" means any encumbrance, mortgage, charge, pledge, lien or other 

security interest securing any obligation of any person or any other 

agreement or arrangement having similar effect. 

"Subsidiary" means a company over which another company has Decisive 

Influence. 

"Tawke PSC" means the production sharing contract for the Tawke block in 

the Kurdistan Region of Iraq dated 13 March 2008 among the Kurdistan 

Regional Government, DNO Iraq AS (a Subsidiary of the Issuer) and Genel 

Energy International Ltd. At the date of the Bond Agreement, DNO Iraq AS’ 

participating interest in the Tawke PSC is 55%. 

"Total Assets" means the aggregate book value of the Group's total assets 

treated as assets in accordance with IFRS less the amount of any Leasing 

Obligations treated as assets in accordance with IFRS. 

"Total Equity" means the aggregate book value of the Group's total equity 

treated as equity in accordance with IFRS. 

"Treasury Shares" means the Issuer's own shares. 

Listing: An application will be made for the Bonds to be listed on the Oslo Stock 

Exchange. 

An application for listing on the Oslo Stock Exchange will be sent as soon as 

possible after the prospectus (i.e. this Securities Note, the Registration 

Document and Summary) has been approved by the NFSA.  

Purpose: 

 

The net proceeds from the Bond Issue (net of legal costs, fees of the Lead 

Managers and the Bond Trustee and any other agreed costs and expenses) 

shall be applied to in part refinance DNO13 and DNO14, to finance Field 

Development Costs and for general corporate purposes. 

Approvals: The Bonds have been issued in accordance with the Issuer's Board approval 

dated 4 June 2015. 

The prospectus will be sent to the Norwegian FSA for review in relation to a 

listing application of the Bonds.  

Bond Agreement: The Bond Agreement has been entered into by the Issuer and the Bond 

Trustee. The Bond Agreement regulates the Bondholder's rights and 
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obligations with respect to the bonds. The Bond Trustee enters into the Bond 

Agreement on behalf of the Bondholders and is granted authority to act on 

behalf of the Bondholders to the extent provided for in the Bond Agreement. 

When bonds are subscribed / purchased, the Bondholder has accepted the 

Bond Agreement and is bound by the terms of the Bond Agreement. 

The Bond Agreement is attached as Appendix A to this Securities Note. The 

Bond Agreement is also available from the Bond Trustee, the Lead Managers 

or from the Issuer. 

Bondholders’ Meeting: At the Bondholders' Meeting each Bondholder has one vote for each Bond he 

owns. 

In order to form a quorum, at least half (1/2) of the aggregate principal 

amount of the Voting Bonds must be represented at the Bondholders' 

meeting. See also Clause 16.4 of the Bond agreement.  

Resolutions shall be passed by simple majority of the votes at the 

Bondholders' Meeting, except as set forth below. 

In the following matters, approval of at least 2/3 of the votes is required: 

a) amendment of the terms of the Bond Agreement regarding the interest 

rate, the tenor, redemption price and other terms and conditions 

directly affecting the cash flow of the bonds; 

b) transfer of rights and obligations of the Bond Agreement to another 

issuer, or  

c) change of Bond Trustee. 

For further details, see Clause 16 of the Bond Agreement. 

Availability of the Documentation: www.oslobors.no. 

Bond Trustee: Nordic Trustee ASA, P.O. Box 1470 Vika, N-0116 Oslo, Norway. 

See Clause 17 of the Bond Agreement for more information about the role of 

the Bond Trustee. 

Lead Managers: ABG Sundal Collier Norge ASA, Munkedamsveien 45, N-0250 Oslo, Norway; 

DNB Bank ASA, DNB Markets, Dronning Eufemias gate 30, N-0191 Oslo, 

Norway; 

Fearnley Securities AS, Grev Wedels Plass 9, N-0151 Oslo, Norway; and 

Pareto Securities AS, Dronning Mauds gate 3, N-0115 Oslo, Norway. 

Paying Agent: DNB Bank ASA, Dronning Eufemias gate 30, N-0191 Oslo, Norway. 

Calculation Agent: The Bond Trustee. 

Securities Depository: The Securities depository in which the bonds are registered, in accordance 

with the Norwegian Act of 2002 no. 64 regarding securities depository. 

The Bonds are in registered form with DNB as Paying Agent. 

On Disbursement Date, the Securities Depository is the Norwegian Central 

Securities Depository ("VPS"), P.O. Box 4, N-0051 Oslo, Norway. 

Restrictions on the free transferability: Bondholders located in the United States will not be permitted to transfer 

the Bonds except (a) subject to an effective registration statement under the 

Securities Act, (b) to a person that the Bondholder reasonably believes is a 

QIB within the meaning of Rule 144A that is purchasing for its own account, 

or the account of another QIB, to whom notice is given that the resale, 

pledge or other transfer may be made in reliance on Rule 144A, (c) outside 

the United States in accordance with Regulation S under the Securities Act 

or (d) pursuant to an exemption from registration under the Securities Act 

provided by Rule 144 thereunder (if available). The Bonds may not, subject 

to applicable Canadian laws, be traded in Canada for a period of four months 

and a day from the date the Bonds were originally issued. 

Taxation: The Issuer shall pay any stamp duty and other public fees in connection with 

the issuance of the Bonds, but not in respect of trading in the secondary 

market, and shall deduct at source any applicable withholding tax payable 
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pursuant to law. 

Market-Making: No market-maker agreement has been made for the issuance of the Bonds. 

Legislation under which the Securities have been 

created: 

Norwegian law. 

Fees and Expenses: The Issuer shall pay any stamp duty and other public fees in connection with 

the loan. Any public fees or taxes on sales of Bonds in the secondary market 

shall be paid by the Bondholders, unless otherwise decided by law or 

regulation. The Issuer is responsible for withholding any withholding tax 

imposed by Norwegian law. 

Prospectus: The Registration Document dated 8 November 2016, this Securities Note 

dated 8 November 2016 and the Summary dated 8 November 2016. 
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4 ADDITIONAL INFORMATION 

4.1 Interest of natural and legal persons involved in the issue of the Bonds 

The persons involved in the issue of the Bonds have no interest, nor conflicting interests, that are material to 

the issue of the Bonds. 

4.2 Listing of the Bonds 

An application for listing of the Bonds on the Oslo Stock Exchange will be sent as soon as possible after the 

Registration Document, Securities Note and Summary has been approved by the NFSA. The Bonds are not 

admitted to trading on any other regulated or equivalent market. 

The Company estimates the total expenses related to the listing of the Bonds to be approximately USD 0.1 

million.  

4.3 Auditor 

The Company's independent auditor is Ernst & Young AS with registration number 976 389 387, and business 

address at Dronning Eufemias gate 6, N-0191 Oslo, Norway. Ernst & Young AS has not audited, reviewed or 

produced any report on any other information provided in this Securities Note.  
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5 DEFINITIONS AND GLOSSARY 

In this Securities Note, the following defined terms have the following meanings: 

Bond Agreement ................................  The agreement dated 17 June 2015 between DNO ASA and the Bond Trustee 

describing the rights and obligations associated with the Bonds. 

Bond Trustee .....................................  Nordic Trustee ASA, a Norwegian trust company acting on behalf of the subscribers 

to the Bonds. 

Bonds ...............................................  8.75 per cent DNO ASA Senior Unsecured Callable Bond Issue 2015/2020. 

Company ..........................................                   DNO ASA. 

DNO .................................................  The Group. 

Group ...............................................  The Company and all of its subsidiaries. 

Investor's Currency ............................  The principal currency or currency unit of an investor's financial activities. 

Lead Managers ..................................  ABG Sundal Collier, DNB Markets, Fearnley Securities and Pareto Securities AS. 

NFSA ................................................  The Financial Supervisory Authority of Norway (Nw.: Finanstilsynet). 

Oslo Stock Exchange ..........................  The Oslo Stock Exchange, a stock exchange operated by Oslo Børs ASA. 

Prospectus ........................................  The Registration Document, Securities Note and Summary. 

RAK Petroleum ..................................  RAK Petroleum Holdings B.V. 

Registration Document .......................                        The registration document dated 8 November 2016. 

Securities Note ..................................                                   This securities note dated 8 November 2016. 

Summary ..........................................  The summary dated 8 November 2016. 

U.S. Securities Act .............................  U.S. Securities Act of 1933, as amended. 

USD .................................................  United States dollar, the lawful currency of the United States. 
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