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In Short

869 29.8 269.6
Revenue NOK million netback NOK million net loss NOK million

the tie-in of the tawke 
field in Kurdistan to iraq’s 
northern pipe line system 
was completed successfully.
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13.0521,511
lifting cost (uSD/BBl) 

WoRking inteRest pRoduction 
including expoRt (BOpD) 

the tawke field proved 
deliveries in line with 
the design capacity.

successful infill drilling and optimization work within 
our producing assets, and production build-up 
from completion of the Bayoot field contributed to 
maintaining oil production volumes from Yemen in 
line with plans for the year.

“dnO’s key focus is transforming resources to 
reserves at low cost. Going forward the Company will 
grow production from an increasing reserve base.”
Helge eide, Managing Director
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“We will continue to focus on our 
trademark approach of low cost/
fast track operations.”

Managing Director
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A strengthened DNO
“2009 has been a demanding year for the company. the manner in which we have 
solved our challenges has, however, made our company stronger”, says Managing 
 director Helge eide. 

1. How would you, as Managing 
 director, briefly  summarize 2009?  
operationally this has been a good year for the 
Company. We reached a major milestone when 
the capacity of our installations on the tawke 
field in Kurdistan was confirmed. We are also 
pleased that we have had a stable production in 
Yemen. and finally, we can refer to favourable 
key figures in health, safety and the environment 
relating to our extensive activities.

When it comes to the financial results for 
2009, we are not satisfied, even if this to a large 
extent is due to conditions in Kurdistan, where 
we have delivered oil for which we have not 
received payment. 

the beginning of the year was characterised 
by the global financial crisis, but we have kept 
strict control of our capital, and have emerged 
with our cash reserves intact. We have every 
reason to be satisfied with this;  it proves that 
we are able to quickly adapt to changes in the 
markets. 

2. there was a lot of media attention 
last autumn in  connection with the 
so-called oslo stock exchange issue. 
in what way has this influenced the 
company? 
it lead to a challenging situation where we 
had to make certain priorities. We put a lot of 
energy and efforts into restoring the situation in 
 Kurdistan as quickly as possible - and  succeeded. 
our experiences during this period serve as 
a valuable lesson for the future, and there is 
definitely room for improvement. i would also 
like to highlight the strong sense of solidarity 
we experienced in the organisation during this 
turbulent period. it confirms an important aspect 
of the Company’s values, and we are proud of it.

3. How do the disturbances in Yemen 
impact dno’s  business activities? 
dno has been in Yemen for over ten years, and 
we have experienced security related situations 
before. this has never had an impact on our 
activities, but of course we monitor the situation 
closely. in addition, dno operates in a part of 
Yemen which only to a limited degree has been 
influenced by the disturbances in other parts of 
the country.  

4. dno’s share price has fluctuated 
substantially in 2009. Why? 
the liquidity of dno’s shares is good, and many 
investors see this as positive. on the other hand, 
this may easily result in more speculations re-
lating to our shares than for less liquid shares. 
We often see large share fluctuations in connec-
tion with rumours and speculations in the media.

there are many factors influencing the market 
and dno’s share price that are beyond our 
control. as a company, we must therefore focus 
on the business and the long-term creation of 
values, and communicate correct and relevant 
information to the market in line with current 
conditions and rules. this is the way in which 
we, as a company, can contribute towards value 
creation for our shareholders over time.

5. What are the most important focus 
areas for dno’s management?
in the short term, it is important to continue 
delivering a stable production in Yemen, and 
we also consider starting a new development 
project in 2010. in Kurdistan we are ready to 
increase the production as soon as export can be 
restored and a payment scheme is in place, and 
if we  succeed in discovering oil in mozambique 
in 2010, this could be a new growth area for  
the company.

our future growth will be realised through a 
more diversified portfolio. this means that we 
have to grow in other areas. our focus now is 
primarily on eastern and northern africa, in ad-
dition to the middle east, but we do not rule out 
other areas, including offshore.

We will continue to focus on our trademark 
approach of low cost/fast track operations. We 
will continue to build on our excellent ability to 
obtain access to, and develop oil reserves quickly 
and at low costs for future projects.

6. What was the most important 
 issue for you in 2009? 
the start-up of the export from the tawke field 
in Kurdistan was an important milestone both for 
the Company and the Krg. i consider this to be 
the highlight of 2009.

7. How do you hope to be able to sum 
up 2010? 
We are now ready to increase our oil production 
substantially without further investments. We 
also have a good exploration drilling programme 
for 2010. i therefore hope that 2010 will be 
a year when the Company’s production and 
reserves increase considerably. 

Provided we get the anticipated oil price, this 
would entail that our financial results as well as 
our financial capacity will improve considerably 
in 2010. this is the summary i hope to give, and 
one that i am sure our shareholders would like to 
hear in a year’s time.
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Portfolio

noRWaY
dno restructured its operations on the norwegian Conti-
nental shelf (nCs) in 2007, where dno’s subsidiary det norske 
oljeselskap asa (detnor), merged with Pertra asa. dno cur-
rently has no operations in norway, but participates on the nCs 
through its 11.66% share holding in det norske oljeselskap asa.

uk
dno has a broad experience on the uK Continental shelf 
(uKCs), having served as operator on the mature heather/Broom 
and thistle fields. these assets were divested in 2004 as part of 
a change in the Company’s strategy. dno re-entered the uKCs 
in may 2005 taking a 50% working interest and operatorship in 
P1067 (Block 211/22b) located in the northern north sea.

eQuatoRial guinea
dno entered equatorial guinea in 2003 through participation in 
exploration of an offshore block. Block P is operated by ge Petrol 
and dno holds 5%. a plan for development and operation (Pdo) 
for Block P was submitted to the authorities by the former opera-
tor devon in august 2007. the Pdo will be revised in 2010.

YeMen
dno entered Yemen in 1998 and was approved as operator 
later that year. the company quickly expanded the operations 
in the country through successful exploration and fast-track 
development. since then dno has further expanded its opera-
tions in  Yemen, and is currently holding interests in seven assets 
all located in the prolific sayun-masila Basin. oil has become an 
important part of Yemen’s economic basis and dno is working 
closely with the authorities to further develop the oil resources 
in the country. the company will continue looking for new op-
portunities to further grow its presence in Yemen.

kuRdistan Region of iRaQ
in June of 2004, dno entered into production sharing contracts 
with the Kurdistan regional government (Krg) in northern iraq. 
as one of the first international oil companies to enter this highly 
prospective region, dno holds a key position in developing the 
local oil industry. dno participates in three licenses and is the 
operator for the areas covered by the contracts. dno has com-
pleted a fast-track field development. export of crude oil from the 
tawke field commenced 1 June 2009, marking another important 
milestone to dno and Krg. 

MozaMbiQue
dno holds 100% in the 10,715 sq km inhaminga Block. dno 
was awarded the exploration and Production Contract (ePC) in 
2003 for a total of eight years. the current period, the last and 
fourth exploration period, is running to 30 June 2011. dno is 
preparing for the drilling of a commitment well in 2010. 

the inhaminga Block is stretching from the port city of Beira and 
north towards the Zambesi river. a newly re-opened railway line 
is running through the license with less than 200 km to Beira. 
the roads in the nearby vicinity are of good standard and well 
fitted for heavy transport.
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Portfolio: Yemen

total wells drilled to date: Production 2009 (Working interest incl. diesel):Wells drilled in 2009:

“in Yemen, success-
ful infill drilling, op-
timization work and 
the production build-
up from completion 
of the Bayoot field 
resulted in stable 
production through-
out the year.”
Helge eide, Managing Director

exploration
in Yemen, the exploration activity during 2009 
has primarily focused on prospect evaluation 
and maturing prospects for drilling. in Block 
72, a basement lead has been matured in the 
north-western part of the block along the 
southern shoulder of the prolific masila Basin. 
it represents a new play in this block, but can 
be considered as an analogue to the produc-
ing fields Kahrir and Bayoot along the northern 
shoulder of the basin. farm-in negotiations with 
a new partner are ongoing.

the exploration well raoq #1 (Block 53) was 
drilled in end of 2008 and showed movable 
oil. the raoq #1s (sidetrack) was drilled in July 
2009 and also confirmed movable oil in Cre-
taceous and Jurassic carbonates; however the 
wells failed to produce oil at commercial rates 
and were therefore expensed as dry wells in 
2009. the exploration well harad #1 (Block 52) 
was drilled in august 2009 and had minor oil 
shows in the qishn sandstone reservoir, but was 
also concluded as dry well in 2009.

dno will continue to focus on exploring the 
deeper targets in Yemen, where we see an 
 interesting potential.

appraisal and field development
the combined exploration and production well 
nabrajah #10-s/s2 was drilled as a horizontal 
well of about 1000 meters in the shuqra forma-
tion, which is believed to be the producing for-
mation in nabrajah #5. the well has confirmed 
movable oil 186 meters vertically deeper than 
nabrajah #5, and thereby opens up for improved 
recovery from this formation. the well was com-
pleted as a producer with gas-lift in the begin-

ning of 2010. Work will be undertaken to further 
evaluate the results from the nabrajah #10s/s2 
well and its impact on estimated reserves and 
production potential.

a re-evaluation of the sharnah and Yaalen dis-
covery (Block 47) has been undertaken in 2009. 
the total resource potential of this discovery is 
10 million barrels. the appraisal well (Yaalen #3) 
commenced drilling in the end of march 2010. 
a feasibility study for a phased development of 
the sharnah-Yaalen discovery is initiated, and 
dno considers this to be a new possible fast-
track development project.

during 2009, the infill wells tasour #25 and 
#26 were completed and put on production.  

the development of permanent remote 
process and export facilities at the Bayoot field 
(Block 53) was completed during 2009. drilling 
of the infill well Bayoot #7 was completed as a 
basement producer in early 2010. the develop-
ment of the Bayoot field has steadily increased 
the production from the field. further develop-
ment drilling is planned in 2010, with Bayoot #8 
as the first of a four well development drilling 
program.

production 
the production in Yemen remained stable during 
2009, as a result of several initiatives under-
taken in 2008. the production from the Bayoot 
field (Block 53) improved towards the end of 
2009, mainly due to successful infill drilling, 
well optimization work and increased contribu-
tion from the fractured basement reservoir. the 
total working interest production from Yemen 
in 2009 was 7,749 bopd, a decrease from 9,330 
bopd in 2008. 

Looking for more oil
the production in Yemen remained stable during 2009.

Production sharing 
agreements (Psas) 
in 7 blocks, hereof 3 
producing blocks and 
4 exploration blocks

145 7,7496 2 exploration wells
4 development wells

(bopd)
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Portfolio: Kurdistan region of iraq

the tie-in of the 
tawke field to iraq’s 
northern pipe line 
system was success-
fully completed early 
in 2009

Exploration
The exploration work during 2009 has been 
related to technical studies for maturing the 
Peshkabir (Tawke PSC) and Summail (dohuk 
PSC) strategic leads/prospects for possible 
drilling in 2010. These two wells are part of the 
commitment work program within the licenses. 
no exploration wells have been drilling in any 
of the PSCs in 2009. Towards the end of the 
year, the Sindi rig was moved to the Erbil PSC 
area in order to test the Erbil #2 well in the 
Benenan structure, where oil was confirmed in 
2008. The testing of this well was completed in 
March 2010. Evaluation of all test results will be 
presented in an updated appraisal program and 
forward plan for the Erbil license, which will be 
filed with the Ministry of Mineral Resources by 
June 2010.

Appraisal and field development
The tie-in of the Tawke field to Iraq’s northern 
pipe line system was successfully completed 
early in 2009 and enabled the field to deliver 
full scale production. In May 2009, dno was 
given formal notice by the Kurdistan Regional 
Government (KRG) to commence the export of 
crude oil from the Tawke field starting on 1 June 
2009. The commencement of crude oil from the 
Tawke field marked another important milestone 
to dno and to the KRG. Fine–tuning and adjust-
ments of the facilities were undertaken including 
step-wise increase in production and maximum 
deliveries were 56,000 bopd. The work was 

performed in close cooperation with KRG and 
the operator of the Iraq Turkey pipeline, north 
oil Company (noC). Towards the end of 2009, 
the Tawke #11 well was connected with flow-line 
to Tawke #8 for onward flow to the Central 
Processing Facility (CPF). Flow-lines to the 
remaining wells (Tawke #3, #12 and #15) will be 
installed when the export recommences and a 
payment mechanism is in place. 

Production
The export of crude oil from the Tawke field 
proved deliveries in line with the design capac-
ity. on 22 September 2009, KRG suspended all 
of dno’s operations in the Kurdistan region fol-
lowing negative media articles related to dno’s 
sale of treasury shares. The export of crude oil 
ceased soon thereafter. All issues with respect 
to the suspension were resolved on 5 october 
2009, and dno’s rights to its production sharing 
contracts were reinstated. 

Total exported volume from Tawke in the 
period 1 June to 22 September was 3.74 million 
barrels, of which dno’s share was 3.37 million 
barrels. The production delivered to the local 
market in Kurdistan averaged 4,537 bopd during 
the year, and show large variations depending on 
the domestic demand for crude oil. The deliver-
ies of crude oil to the Tawke refinery (topping 
plant) started on 17 november and are consid-
ered as part of the local sales from that date. 
Until an export payment mechanism is in place, 
dno is focusing on deliveries to the local market.

Success in Kurdistan
The Tawke field has proved deliveries in line with the design capacity.

Total wells drilled to date:

dno working interest production 2009 (mboe, incl. diesel):

dno working interest export production 2009 (mboe incl. diesel):

discoveries to date:

3 Production Sharing Contracts 

14
1.65

3.372 (Tawke and 
Benenan)

4,537 (bopd)

9,226 (bopd)
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Bringing forward 
the mulle-discovery 
in a mature area,  
uK north sea

in case of a discov-
ery in mozambique, 
this could be a new 
growth area to the 
Company. 

Mozambique
in 2009, dno entered into the 4th and last ex-
ploration period for the inhaminga block which 
expires 30 June 2011, with a work commitment 
of one exploration well and 2d seismic. the 
block is located in a favourable position onshore 
and relatively close to port and infrastructure.

geological field work and acquisition of 560 
km of 2d seismic in the unexplored urema 
 graben were performed towards the end of 
2009, just before the rainy season. this was 
a large field operation in a remote area which 
involved a significant number of people, 
including many local workers. Processing and 
interpretation of the seismic data are ongoing 
and the results will form the decision basis for 
the remaining commitment well planned to be 
drilled in late 2010. 

dno has identified several oil prospects and 
leads in the block. Currently 6 of the structures 
in the urema graben and at the graben margin 
have been classified as drillable prospects. in 
case of a discovery, this could be a potential 
new growth area to the Company. upon ap-
proval of a development plan, the exploration 
and production contract will be extended for 
20-30 years over the discovery area with favour-
able contract terms.

dno currently has a 100% interest in the 
inhaminga block. a farm-out process is ongoing 
in order to reduce the ownership interest and 
secure funding for the planned drilling of the 
commitment well.

uk
dno’s license P1067 on the uK Continental 
shelf, is located in a mature area of the northern 
north sea in 150 meter of water. in 2008, dno 
completed a re-evaluation of well 211/22-2 with 
respect to the Brent reservoir and identified an 
opportunity now named mulle. during 2009 the 
license group has continued focusing on matur-
ing the mulle discovery, including a possible ap-
praisal well to high grade the resource potential. 
this work will continue in 2010.

new ventures
dno is continuously looking for new oppor-
tunities with ongoing work related to regional 
geological studies and monitoring of the trans-
action market. dno is targeting east africa, 
north africa and the middle east as these are all 
considered as high potential onshore areas, and 
fits well with the dno strategy of achieving new 
fast track development at low cost. entry into 
new offshore areas will also be considered.

Building a  
balanced portfolio
dno is targeting east Africa, a high potential onshore area.

Portfolio: Other

567 km
acquired 567 km of 2d seismic 
in virgin territory, mozambique high grading 

emerging plays 
in north and 
east africa
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Responsible business
dno’s objective is to build a sustainable business through 
the development of reserves, people and the societies in 
which we operate. We want to foster a healthy and creative 
workforce capable of facing forthcoming challenges.
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Our corporate responsibility goes far beyond 
our operations as we recognize that the relation 
between our employees, business associates 
and the communities in which we operate are 
keys to our success. 

our corporate culture represents a carrier in 
the way we manage and develop these relations, 
and our staff is ambassadors for the implemen-
tation of the dno culture. the management of 
our corporate culture is governed by our Corpo-
rate governance principles and our qhse Policy, 
hr Policy and Code of Conduct.

QHse and the working environment
dno has during the past years invested signifi-
cant resources in a management system which 
governs our day to day operations. a formalized 
approach to health, safety and the environment 
makes significant contributions to a positive 
and innovative working environment where 
management of risk is intrinsic. in order to 
support business continuity and organizational 
needs, we have over the past years developed 
robust systems and relevant competence which 
produce outstanding hse results. our approach 
to health and wellbeing has produced strong 
results as the sick leave percentage pr 31.12.09 
were at 1.9 % - down from 2.4% in 2008. our 
goal for 2010 is 1.5%.

business etHics  
and societY etHics
maintaining a high ethical standard is a prerequi-
site within our industry. our business opportu-
nities are influenced by our record, corporate 
culture and reputation.

our reputation is shaped by individual and 
organizational values, and governed by our sys-
tems which serve as a directional framework to 
our staff. Living up to these values is sometimes 
a challenge, and we are constantly seeking to 
improve our standards. 

rating agencies and non-governmental 
 organizations
rating agencies and non-governmental orga-
nizations continue to provide important input 
to our corporate responsibility efforts. in 2009, 
dno established fruitful relations to several im-
portant organizations  and we continue to work 
hard in order to meet stakeholder expectations.

during 2009 we continued to focus on the 
following areas:

•	Compliance	with	NUES	and	industry	practice	
for good corporate governance

•	Acknowledgement	and	implementation	of	the	
principles in the global Compact 

•	Improve	the	management	of	third	parties
•	Transparency	in	reporting	through	formalized	

participation in the eiti initiative
•	Extensive	dialogue	with	local	communities
•	Organizational	competence	and	communica-

tion
in the effort of a securing successful imple-

mentation we have developed a designated 
competence development program that will be 
rolled out in 2010. 

dno and societY  
– HigHligHts 2009

dnO strives to conduct business responsibly  
in the communities in which we operate. 
our policies, strategy and plans are approved 
by the Board of directors and implemented at 
the business unit level by use of corporate and 
local plans. these plans are designed to secure 
compliance with internal and external expecta-
tions and is finally governed by our audit Plan 
and audit Committee.

to aid us in the process of defining, prioritiz-
ing and implementing sustainable initiatives, we 
have an active dialogue with external expertise 
where necessary. identifying local needs and 
discussing with local communities has also 
become a key component for dno in its opera-
tions throughout the world. this secures long-
term profitable business operation, and helps us 
to invest in the projects that are most beneficial 
to our local stakeholders.

mozambique
our business unit in mozambique has developed 
a strong commitment to corporate responsibility 
and a close relationship to the norwegian em-
bassy and local authorities (inP). this coopera-
tion has produced several initiatives support-
ing local schools, business ethics workshops, 
student exchange programs for geophysicists 
and development of local labour condition and 
supplier-requirements. 

Yemen
dno’s close cooperation with the authorities 
in  Yemen has from the beginning established a 
strong focus on development of local competence. 

a close relation to the local authorities has 
continued to play an important role during 
seasonal crisis where lives have been put at risk. 
dno resources and emergency capabilities have 
supported local governments during the rescue 
and recovery of people and assets. availabil-
ity and access to water is perhaps one of the 
critical challenges in Yemen. Lack of water may 
cause political problems and riots and must be 
resolved in order to sustain or improve people’s 
health and safety. during geological activities, 
such as drilling, dno combines the development 
of geological models and simulations to help to 
secure access to water.  

We also try to maximize the potential for syn-
ergy effects throughout our operations. many 
of the initiatives that take place in Yemen are 
initiated locally. during 2009 this led to a joint 
cooperation with several communities where:
•	Using	our	equipment,	we	replace	water	pipes	

where these get washed away 
•	Roads	and	infrastructure	needed	for	seismic	

and drilling activities are built with the clear 
intention of benefitting local communities 
also after dno has completed its operations

•	DNO	helped	funding	new	concepts	of	trans-
portation of children to schools 

iraq
our main Cr-objective in 2009 has been to help 
set up important infrastructure and to develop 
competencies and capacities needed to further 
rebuild the Kurdish region. Last year dno com-
mitted to funding 150 million dollar in a water 
treatment plant in the dohuk area and has 
continuously invested in competence develop-
ment programs promoting local professionals.  
this includes the promotion of female labour 
in a middle east culture, which traditionally has 
been a patriarchal society.

dno promotes a strong presence of local 
competence capable of developing their own 
resources and infrastructure. Bringing inter-
national standards into this process is one of 
dno’s key objectives.

Concrete initiatives are continuously being 
made to support the communities close to our 
production and export facilities at tawke. dno 
has in this region assisted the community in 
securing access to water and transportation and 
further developed geological models to secure 
the management of water reservoirs. 

COrPOrate resPOnsiBilitY
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sven erik lie (1954)
manaGinG direCtOr dnO Yemen as, 
has been conducting all of dno’s activi-
ties in Yemen since 1998, and has more 
than 20 years of experience from the 
oil industry, holds a master of science 
in geology.

Magne Harold  
normann (1948)
manaGinG direCtOr dnO iraq as
executive Vice-President for dno’s 
international activities from 1999 to 
2003 and has since then been in charge 
of dno’s activities in Kurdistan region of 
iraq, has more than 30 years of experi-
ence from the oil industry,

erik syrdalen (1962)
Business unit manaGer  
uK & afriCa, 
has been with dno since 2005, more 
than 20 years of experience from the 
oil industry, holds a masters degree in 
geophysical engineering.

ole-andreas 
isdahl (1962)
qhse manaGer, 
has been with dno since 
2006, has extensive experi-
ence from norwegian and 
international operations in 
the oil and gas industry.

the dno Management team pools more than 150 years of experience from the oil industry.

Management team
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Helge eide (1954)
President and  
manaGinG direCtOr, 
has served as managing director 
since 2000, has more than 30 years 
of experience from the oil industry, he 
holds a Bachelors degree in Petroleum 
engineering.

tore lilloe-olsen (1956)
COrPOrate head Of exPlOratiOn, 
has been with dno since 2007, he has 
over 20 years of experience from the oil 
industry, holds a master of science in 
geology and geophysics.

Haakon sandborg 
(1958)
Chief finanCial OffiCer, 
joined dno in 2001, and has more than 
25 years of experience from financial 
positions in the oil industry and in 
banking, he holds a masters degree in 
Business administration.
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Board of Directors
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“dnO’s main objective is sustainable growth 
and value creation through smart and selective 
exploration activities, efficient transformation 
of resources to reserves at low cost, and 
high margin production. the current license 
portfolio is located in three regions: middle 
east, africa and northern europe.”
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intRoduction

dno is an independent international upstream 
oil and gas company. dno’s main objective is 
sustainable growth and value creation through 
smart and selective exploration activities, ef-
ficient transformation of resources to reserves at 
low cost, and high margin production. the cur-
rent license portfolio is located in three regions: 
middle east, africa and northern europe.

the Company currently holds oil and gas assets in 
Yemen, the Kurdistan region of iraq, the uK north 
sea, mozambique and equatorial guinea. at 31 de-
cember 2009, dno has an 11.66% ownership share 
in det norske oljeselskap asa (detnor), operat-
ing on the norwegian Continental shelf (nCs).

dno has over the last years followed an explora-
tion focused strategy that has delivered strong 
growth in reserves at low cost, supported by high 
margin production funding a major part of the 
investments. the Company’s activities have been 
focused on low cost, high potential areas, avoid-
ing long-term future capital commitments, as 
well as securing a favourable debt structure.

HigHligHts 2009

during 2009, dno reached another important 
milestone with tie-in of the tawke field in the 
Kurdistan region to iraq’s northern pipeline 
system and commencement of the export of 
crude oil from tawke on 1 June. the export 
continued to 22 september and proved deliveries 
in line with the design capacity of the facilities. 
dno’s operations were suspended by Krg on 22 
september, but all issues related to the suspen-
sion were resolved on 5 october and dno’s 
rights to its production sharing contracts were 
fully reinstated. however, until an export payment 
mechanism is in place, dno is focusing on local 
sales of crude oil from the tawke field.

successful infill drilling and optimization work 
within our producing assets, and production 

build-up from completion of the Bayoot field 
contributed to maintaining oil production vol-
umes from Yemen in line with plans for the year.  

the Company has maintained its cash position 
during 2009 through tight capital discipline, 
reduced investment levels and divestments of 
shares in detnor.

opeRational RevieW 2009

exploration
two exploration wells were drilled during the 
year, both in Yemen. the raoq #1 well in Block 53 
and the harad #1 in Block 52 both had minor oil 
shows, but were concluded as dry wells. 

the remaining exploration work undertaken 
during 2009 was seismic acquisition and techni-
cal studies in preparation for drilling in 2010.

in Kurdistan such technical studies was un-
dertaken for both the Peshkhabir Lead and the 
summail prospect as part of the commitment 
work program within the licenses. the drilling rig 
under contract to dno is currently on a sublet 
to another company, and the timing for recom-
mencement of exploration drilling operations is 
pending the return of the rig to dno.

in Yemen, mapping of the deep structures and 
the prospect potential related to a basement 
play in Block 72 was undertaken. an interest-
ing basement structure has been identified in 
the northwestern part of the block, along the 
southern shoulder of the masila Basin. 

in mozambique, dno has entered into the 4th 
and last exploration period on the inhaminga 
license. acquisition of 600 km 2d seismic in 
the unexplored urema graben was successfully 
completed in 2009. this was a large field opera-
tion involving substantial manpower. the pro-
cessing and interpretation of the seismic data is 
ongoing. the results of this work will form the 
decision basis for the remaining commitment 
well, likely to be drilled in late 2010. 

screening of new opportunities is continu-
ously ongoing through regional geological stud-
ies and monitoring of the transaction market, 

targeting east africa, north africa and the 
middle east. selected countries in these regions 
are considered to be attractive to dno, and fits 
well with the dno strategy of achieving new 
fast track development at low cost, primarily in 
onshore areas 

appraisal and field development
in Kurdistan, all remaining work related to the tie-
in of the tawke field to iraq’s northern pipeline 
system was completed in the first quarter of 
2009. during the export period, the tawke pro-
duction and export increased in line with the plan 
agreed with the Krg. Work to connect remaining 
wells to the Central Processing facility (CPf) 
continued throughout the year. additional invest-
ments will be considered once export recom-
mences and a payment mechanism is in place. 

Preparatory work was also undertaken for the 
erbil-2 well testing, which was carried out in 
January 2010. following the test results an ap-
praisal report will be delivered to the ministry of 
natural resources by June 2010.

in Yemen, the development of permanent re-
mote process and export facilities at the Bayoot 
field in Block 53 was completed during 2009. 
additional wells are planned to be drilled in the 
Bayoot field during 2010.

infill drilling at the tasour field in Block 32 
recommenced during 2009 and in Block 43 the 
drilling of the combined exploration and produc-
tion well nabrajah #10s/2s started in fourth 
quarter.  the well confirmed movable oil, 186 m 
vertically deeper than nabrajah #5, which has 
produced from the same reservoir for more than 
4 years. alternative options for improving oil 
production and recovery from this formation are 
being evaluated.

during 2009 a re-evaluation of the sharnah 
and Yaalen discovery in Block 47 was under-
taken with positive results leading to a deci-
sion to drill an appraisal well to the Yaalen#1 
discovery in 2010. a plan for a fast-track field 
development of these discoveries may be filed 
with the Yemen authorities in 2010. 

Board of Directors report
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Production
in 2009, dno’s total average (working inter-
est) production increased by 37% to 21,511 bopd 
from 15,708 bopd the previous year. the figures 
include 9,226 bopd of crude oil from the tawke 
field which was exported in the period 1 June to 
22 september. during this period, the maximum 
delivery achieved was 56,000 bopd, with 50,250 
bopd going to export. Payment for exported 
crude oil from the tawke field has not been re-
ceived; hence no revenues were recorded in 2009.

dno’s share of the production from tawke de-
livered to the local market in Kurdistan averaged 
4,537 bopd during the year, and continues to 
show large variations depending on the domestic 
demand for crude oil.  the deliveries of crude oil 
to the tawke refinery (topping plant) started in 
november and are considered as part of the local 
sales from that date.

the average production from Yemen was 7,749 
bopd, compared to 9,330 bopd last year. the pro-
duction from Block 53 increased towards the end 
of the year primarily as a result of the increased 
production from the Bayoot development.

reserves
dno’s total remaining oil reserves (P50) are 
estimated to 149.4 million barrels of oil equiva-
lents at the end of 2009, compared to 162.6 mboe 
the year before. the produced reserves in Yemen 
during 2009 were more than replaced as a result 
of revisions of previous discoveries.

the total reserves and contingent resources at 
31 december 2009 were 172.8 mboe versus 178.4 
mboe in 2008. 

financial peRfoRMance 2009

total operating revenues for the year, net of 
export, were down 36% to noK 869 million 
compared to 2008, as a result of lower produc-
tion and lower achieved oil prices. achieved oil 
prices for 2009 averaged 53.45 usd/bbl (working 
interest). for 2008, the average achieved oil price 
was 67.86 usd/bbl.

the export of crude oil from the tawke field in 
Kurdistan commenced 1 June. as no signed sales 
agreement were in place, dno estimated the 
revenues in q2 and q3 interim reports based on 
estimated sales prices and applicable discounts. 
the export ceased on 22 september. at year-end, 
no payment for the exported volumes of oil 
had been received by dno, and a signed sales 
agreement was still not in place. the criteria for 

revenue recognition under ifrs were thereby 
not satisfied and dno has not recognized the 
revenues related to the exported volumes of 
crude oil from the tawke field in Kurdistan in its 
annual accounts. the production costs (lifting 
costs and depreciation) of noK 143 million related 
to the exported volumes have been capitalized 
as inventory at year-end, and will be charged as 
cost of goods sold when the revenues can be 
recognized. revenue recognition will take place 
when a final sales agreement is in place and pay-
ment is received.

dno iraq as (dnoi), a subsidiary of dno 
international asa (dno) is involved in arbitra-
tion proceedings related to certain third party 
interests in Kurdistan. such third parties were 
not approved to be part of nor have any rights in 
the Production sharing Contracts (PsC) signed 
by dnoi following the reviews which were com-
pleted in march 2008.

dnoi has rejected the basis for any claims from 
such third parties, which could relate to up to 10 
% beyond dno’s interest in the PsC. the first part 
of the arbitration ruled the right to seek compen-
sation for damages from dnoi. the arbitration 
proceedings are therefore continuing and a final 
award with respect to possible compensation 
for damages is expected during may 2010. the 
claimants’ submission is usd 144 million. dno 
has retained the internationally acknowledged 
experts nera uK Ltd and Beicip franlab, and 
the conclusion from these experts is considered 
by the corporate management and the Board of 
directors to represent the best estimate for the 
potential damages. Consequently a provision of 
usd 12 million has been recorded in the financial 
statements at 31 december 2009. however, as is 
the case for any arbitration proceedings, there 
is a high degree of uncertainty as to the final 
outcome. the range of the parties’ submissions 
related to the arbitration proceedings has been 
presented in stock exchange disclosures by dno. 
should the final outcome of the arbitration differ 
from the recorded provision, this may affect the 
financial statements accordingly. 

net loss for 2009 was noK 269.6 million com-
pared to a loss of noK 903.9 million for 2008. 
dno has shown a strong net cash flow over 
the last years, but for 2009 the net cash flow 
from operating activities was significantly down 
reflecting lower revenues and cost provisions. the 
net cash flow from operating activities for 2009 
was noK -53.3 million (2008: 745.5 million) and 
cash flow after tax, as shown by netback, was 
noK 30 million (2008: noK 255 million). total 
investments in 2009 were noK 673 million, of 
which the non-cash liability related to the water 

purification project in Kurdistan amounts to noK 
537 million. netback before exploration of noK 
186 million funded a major part of the Company’s 
cash investments in 2009. 

dno’s cash balance was maintained during 
2009, mainly due to the divestments of shares 
in detnor and the reduced level of investments 
during the year. Cash at year-end was noK 303.4 
million, which together with financial assets are 
considered sufficient for the investment program 
planned for 2010.

all dno’s assets have been reviewed for im-
pairment at year-end 2009. no impairment is 
required for the producing assets in Yemen or 
Kurdistan. 

Based on an assessment of dno’s tax position at 
year-end 2009, a non-cash write-off of the de-
ferred tax asset of noK 256 million was recorded 
at year-end, as the criteria for keeping this asset 
on the balance sheet were not satisfied. this 
write-off does not affect the substantial tax losses 
in the parent company, which can be carried 
forward indefinitely under norwegian tax rules. 
the write-off of the deferred tax asset is recorded 
as tax expense in 2009.

the investment in detnor was accounted for 
as associated company until november 2009, 
when a sale of 5 million shares reduced dno’s 
ownership share below 20% and the investment 
was reclassified to available-for-sale. the impair-
ment of the investment recorded in 2008 has 
been reversed in 2009 as a result of increasing 
share price. total accounting effect of detnor 
transactions in 2009 amounts to noK 363 million 
and include net gain on sale of shares, reversal 
of impairment, share of loss from associate and 
de-recognition of associate. following detnor’s 
merger with aker exploration in december, dno’s 
ownership interest in detnor is 11.66% at 31 
december 2009.

total assets were noK 4,392.4 million at year-
end. the equity ratio was 36% and the ratio 
between current assets and current liabilities was 
265%. net interest bearing debt was noK 1,481.9 
million. dno’s bond loans mature mainly in 2012.

the Board of directors confirms that the annual 
financial statements have been prepared based 
on the going concern assumption, in accordance 
with the paragraph 3-3 of the norwegian ac-
counting act.

financial risk 
risks related to oil price, interest rates and cur-
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rency constitute significant financial risks to the 
group. financial risk management is carried out 
by a central treasury function and seeks to mini-
mize the potential adverse effects on the group’s 
financial performance. derivative financial instru-
ments are used to hedge certain risk exposures. 
in may 2009, dno settled an interest rate swap 
maturing 2011. for further information about the 
financial risk management objectives and policies 
and other risks, see note 12 in the consolidated 
accounts. 

non financial infoRMation 

health, safety and environment (hse)
strong performance on hse has supported 
dno’s business continuity and a safe working 
environment throughout 2009. during the fourth 
quarter, dno delivered a Lost time incident at 
zero. these results appear even stronger consid-
ering the fact that our reporting frequency has 
increased significantly in the same period. the 
results demonstrate availability of competence, 
systems and operational experience needed to 
meet industry hse standards. extensive reporting 
demonstrates ability to identify shortcomings 
and corrective measures.

as the society and stakeholders continue their 
environmental stronghold, the oil and gas indus-
try continue to improve.  throughout 2009 dno 
has experienced an increased focus on envi-
ronmental issues as governments and financial 
stakeholders relate environmental performance 
to risk exposure and our reputation. reporting, 
performance monitoring and peer ratings pro-
duce an increased industrial focus and bring clar-
ity to expectations and industrial standards. dno 
has throughout 2009 continued to implement 
these standards and reported in accordance with 
the formats provided by the rating agencies. 

as we fully acknowledge the standards and 
focus, we experience a strong effect on the way 
we operate report and improve. dno had 11 
minor environmental incidents last year, involving 
discharges of crude oil, caused by pipeline rap-
tures which were contained and disintegrated. 

technical and operational safety
the Company has established a high operational 
standard which effectively support business 
regularity and Business continuity. dno has es-
tablished a strong focus on operational regularity 
and technical integrity as a key success factors. 
our qhse network and resources has become 
very efficient in their way of supporting these 
objectives and outstanding results have in this 

way been achieved.
as the political environment is in constant 

change we see a continuous need to be on top 
of political and security related issues. Kurdis-
tan has throughout 2009 had a very positive 
development despite the continuous presence 
of domestic disputes. the security situation in 
Yemen is status quo as domestic challenges 
remain. dno has not been exposed to serious 
security related incidents during 2009.

Cr – Corporate responsibility
dno has continued its focus and development 
of Cr management in line with industry and 
stakeholder expectations. rating agencies and 
others have helped significantly in the process 
of fine-tuning requirements versus implementa-
tion and compliance. financial institutions have 
developed effective instruments which have 
proven a strong effect on dno as well as financial 
dispositions amongst investors. during 2009 we 
improved in the way we manage risk and govern 
our business. dno has developed consistent Cr 
documentation and plans from the corporate 
level throughout our Business units.
 
Learning points established during the year, 
lead us to develop a separate Cr competence 
development program with a strong focus on 
anti corruption and integrity, legal framework, 
industry standards and framework, transparency 
and reporting, dilemma training, corporate gover-
nance and code of conduct. dno has continued 
to develop the relationship to local stakeholders 
whilst applying company standards with sensitiv-
ity to the local environment. 

dno has reported one incident suspecting an 
ethical breach not conforming to company stan-
dards. this incident has been subject to a formal 
investigation documented and signed out by our 
legal advisors. 

Our People - diversity and equal Opportunities
dno acknowledges international law and 
standards for human rights, including the oeCd 
guidelines. our policies are aimed at supporting 
the belief that all employees and job applicants 
shall be treated equally, regardless of age, gen-
der, religion or any other factor. 

dno values cultural diversity and a high degree 
of responsibility amongst staff.  the Company 
fosters a “no blame” culture and stimulate people 
to learn and utilize their skill base. our policy is 
to attract talented people through exposure to 
a challenging however rewarding environment 
which motivate the individuals. dno aims at 
employing local staff and focuses on competence 

development. the Company has a strong cultural 
and national diversity amongst the workforce in 
the head office in oslo. our equal opportunity 
statistics show that women accounted for 30% of 
the overall workforce in norway. dno interna-
tional asa’s Board of directors consists of 40% 
women at the end of 2009.

Organisation and Personnel 
at the end of 2009, dno had a total workforce 
of 513 people: 45 are based in norway and 468 in 
our international operations. this compares with 
a total workforce of 496 at the end of 2008. 

Work of the Board 
the Board of directors engaged in active discus-
sion and handling of several key strategic and 
operational issues through 19 meetings in 2009, 
including:

•	Close	monitoring	of	the	QS-HSE,	operational	
and financial performance of the group.

•	Progress	and	results	of	development	invest-
ments and exploration expenditures in dno’s 
key projects.

•	Tie-in	to	Iraq’s	Northern	pipeline	system	and	
commencement of initial exports from the 
tawke field.

•	Resolution	of	issues	relating	to	temporary	
suspension of dno’s production sharing 
contracts in the Kurdistan region of iraq.

•	Strategic	issues	relating	to	DNO’s	sharehold-
ing in the affiliated company det norske 
oljeselskap asa (detnor).

•	Preserve	financial	flexibility	through	tight	
capital discipline and sale of financial assets.

•	Other	measures	addressing	challenges	raised	
by weak financial markets and oil price de-
cline.

•	Strategies	to	position	the	Company	to	engage	
in new opportunities in the oil and gas industry.

Corporate Governance
good corporate governance is a responsible 
interaction between shareholders, Board of 
directors and executive management in order 
to develop long-term value. dno acknowledge 
the role corporate governance play in growing 
shareholder value, retaining the confidence of 
investors and maintaining a low cost of capital. 

the Corporate governance statement, posted 
on our website at www.dno.no, outlines key 
principles and guidelines for dno’s corporate 
governance, approved by the Board of directors. 
the statement is reviewed annually or more often 
if deemed necessary.
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main events since year end
the main events to the Company since year end 
have been:

•	In	March	2010,	DNO	sold	all	its	treasury	
shares, providing the Company with noK 367 
million in cash. 

•	On	21	April	2010,	DNO	filed	the	Annual	State-
ment of reserves, disclosing the hydrocarbon 
reserves as of 31 december 2009.

Outlook
dno’s business model and strategies stand firm; 
with our main objective to increase production 
from a strong reserve base. in addition, we will 
build reserves through high potential exploration 
in selected areas. 

We have a balanced work program for 2010 
and plan to step up exploration drilling in all 
business units. our cash position at year end 
together with the cash flow from our produc-
ing assets is considered sufficient to fund our 
planned investments in 2010.

in Yemen, dno will aim for maintaining a 
stable production level also in 2010 through 
continued development- and infill drilling pro-
grams, and we will continue to pursue new field 
development opportunities.  We hope that the 
Yaleen/sharnah will be our next fast track and 
low cost field development in Yemen.

at the tawke field in Kurdistan, focus will 
remain on local sales until an export payment 
mechanism is in place. the results from the test-
ing of Benenan will form the basis for the for-
ward program for this discovery, and exploration 
drilling is expected to recommence in q3 2010. 

in mozambique, seismic processing and 
interpretation will form the decision for the 
commitment well and dno is actively promoting 
a farm-down of parts of its license share prior 
to drilling. if an oil discovery is made this could 
form the basis for a fast-track development.

dno is also undertaking works in several 
new regions to evaluate opprtunities and new 
potential entries

our financial position and capacity remained 
intact in 2009 – with a stronger cash position at 
year-end than the previous year. once payment 
arrangements are in place for the tawke field, 
the Company’s cash-flow and financial flexibility 
will be strengthened, enabling dno to acceler-
ate current projects as well as increase business 
development activities. 

Parent Company 
the Parent Company’s net loss for 2009 was 
noK 100.7 million. total assets as of 31 december 
2009 were noK 3,939 million, whereof the long-
term intercompany receivables account for noK 

2,105 million. the Company’s cash balance at 
year-end 2009 was noK 266.6 million compared 
to noK 139.8 million for 2008, mainly increased 
by sale of shares in detnor during 2009. total 
shareholders equity at 31 december 2009 was 
noK 1,563.3 million compared to noK 1,791.6 at 
the end of 2008. the equity ratio remained stable 
at 39% in 2009, the same as in 2008. no ordinary 
dividend is proposed for 2009 as the Board 
believe that investment in the Company’s explo-
ration and development programme will deliver 
increased shareholder returns in the future.

the Company’s unrestricted equity as of 31 de-
cember 2009 totalled noK 1,169.5 million.

the Board proposes that the annual loss of noK 
100.7 million is transferred from other equity.

responsibility statement

We confirm to the best of our knowledge that 
the consolidated financial statements for the 
period 1 January to 31 december 2009 have been 
prepared in accordance with ifrs and give a fair 
view of dno’s and the group’s assets, liabilities, 
financial position and results for the period 
viewed in their entirety, and that the Board of 
directors report includes a fair review of any sig-
nificant events that arose during the period and 
their effect on the financial report, any significant 
related parties’ transactions, and a description 
of the significant risks and uncertainties for the 
group.

oslo, 29 april 2010

Berge gerdt Larsen
Chairman of the Board

trygve Bruvik 
Vice Chairman

elin Karfjell
Board member

marit instanes  
Board member

gunnar hirsti
Board member

helge eide
managing director
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Consolidated Statements of Comprehensive Income 

1 January - 31 december

nOK mill note 2009 2008

sales 2, 3  869.0  1,376.2 

Cost of goods sold 4  -659.3  -745.5 

Gross profit  209.7  630.7 

other operating income  8.1  0.1 

tariffs and transportation  -36.9  -33.2 

administrative expense/other operating expenses 5  -204.3  -34.0 

impairment oil and gas assets 9  -    -197.9 

exploration cost expensed 6  -155.8  -356.8 

net gain/(loss) from sale of PP&e 9  -    -0.1 

Profit/(loss) from operating activities  -179.1  8.8 

share of profit/(loss) from associates 7, 10  -62.9  83.3 

financial income 7  522.3  54.9 

financial expenses 7  -252.4  -836.9 

Profit/(loss) before income tax  28.0  -689.9 

income tax expense 8  -297.6  -214.0 

net profit/(loss)  -269.6  -903.9 

Other comprehensive income

Currency translation differences  -289.8  609.6 

fair value changes available-for-sale financial assets 11  -10.3  -54.7 

total other comprehensive income, net of tax  -300.2  554.9 

total comprehensive income, net of tax  -569.8  -349.0 

net profit/(loss) attributable to:

equity holders of the parent  -269.6  -903.9 

total comprehensive income attributable to:

equity holders of the parent  -569.8  -349.0 

earnings per share, basic 21  -0.31  -1.02 

earnings per share, diluted 21  -0.31  -1.02 
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Consolidated Statements of Financial Position

 as at 31 december 

assets (nOK mill) note 2009 2008

non-current assets

deferred income tax assets 8  -    256.0 

other intangible assets 9  851.0  595.3 

Property, plant and equipment 9  2,402.4  3,119.6 

investment in associates 10  -    697.5 

available for sale investments 11  478.4  36.8 

derivative financial instruments 12, 13  0.8  20.2 

total non-current assets  3,732.6  4,725.4 

Current assets

inventories 4  157.4  50.7 

trade and other receivables 14  197.2  174.1 

derivative financial instruments 12, 13  -    8.0 

other financial assets at fair value through P&L 15  1.8  1.1 

Cash and cash equivalents, unrestricted 15  297.2  91.2 

Cash and cash equivalents, restricted 15  6.2  84.9 

total current assets  659.8  410.1 

tOtal assets  4,392.4  5,135.5 

equitY and liaBilities

equity

share capital 16  213.7  225.2 

other reserves  80.6  42.6 

retained earnings  1,284.4  1,854.2 

total equity  1,578.7  2,122.0 

non-current liabilities

interest-bearing liabilities 17  1,785.3  2,052.6 

deferred income tax liabilities 8  94.2  160.8 

Provisions for other liabilities and charges 18  685.8  128.9 

total non-current liabilities  2,565.3  2,342.3 

Current liabilities

trade and other payables 20  191.0  388.9 

income taxes payable 8  -    7.3 

Current interest-bearing liabilities 17  -    54.5 

Provisions for other liabilities and charges 18  57.3  220.5 

total current liabilities  248.4  671.2 

tOtal equitY and liaBilities  4,392.4  5,135.5 

oslo, 29 april 2010

 Berge g. Larsen trygve Bruvik elin Karfjell
 Chairman of the Board Vice Chairman      Board member

 marit instanes gunnar hirsti helge eide
 Board member Board member     managing director
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Consolidated Cash Flow Statements 

 Years ended 31 december  

nOK mill note 2009 2008

Operating activities

Profit/(loss) from operating activities before exploration expenses  -23.2  365.7 

 - exploration cost expensed 6  -155.8  -356.8 

Profit/(loss) from operations  -179.1  8.8 

adjustments for:

income taxes paid  -92.2  -197.9 

depreciation of PP&e 4  300.9  443.8 

impairment loss on PP&e 9  -    197.9 

(gain)/loss on on sale of PP&e  -    0.1 

fair value gain/(loss) on financial assets 7  -12.4  38.8 

other financial income/(expenses)  -43.4  -26.4 

share of profit/(loss) from associates 10  -62.9  83.3 

exchange gains/(losses)  65.1  149.4 

interest paid  -113.1  -194.8 

Changes in working capital:

- inventories  20.8  -50.7 

- trade and other receivables  -23.1  88.8 

- other financial assets at fair value through P&L  0.4  68.1 

- trade and other payables  -203.1  283.6 

other*  288.8  -147.4 

net cash (used in)/from operating activities  -53.3  745.4 

investing activities

Purchases of PP&e 9  -215.7  -1,250.3 

Proceeds from sale of PP&e  -    -   

Purchases of available-for-sale financial assets  -    -   

Proceeds from sale of available-for-sale financial assets  600.8  28.5 

interest received  7.2  36.5 

other investing activities, net  -    -0.9 

net cash (used in)/from investing activities  392.1  -1,186.2 

financing activities

Proceeds from borrowings 17  -    -   

repayment of borrowings 17  -55.9  -50.0 

Proceeds from issuance of ordinary shares  -    -   

Purchase of treasury shares, including options  -1,159.6  -939.6 

Proceeds from sale of treasury shares  1,032.1  946.2 

dividends paid  -    -   

net cash (used in)/from financing activities  -183.5  -43.4 

net increase/(decrease) in cash and cash equivalents  155.5  -484.2 

Cash and cash equivalents at beginning of the period  176.1  691.7 

exchange gain/(losses) on cash and cash equivalents  -28.2  -31.7 

Cash and cash equivalents at end of the period 15  303.4  176.1 

hereof restricted cash 6.2 84.9

* included in the line other under operating activities are foreign currency related to interest-bearing loans and equity, acquisition/disposals of PP&e with non-cash effect, 
change in accruals of long-term liabilities with non-cash effect and other non-cash items from investing and financing activities.
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Consolidated statements of changes in equity 

nOK mill note share Capital Other reserves retained earnings total equity

Balance at 1 January 2008  221.5  -    2,203.2  2,424.7 

other comprehensive income/(loss)  -    -    554.9  554.9 

Profit/(loss) for the period  -    -    -903.9  -903.9 

total comprehensive income  -    -    -349.0  -349.0 

issue of share capital  -    -    -    -   

Purchase of treasury shares  -27.3  -930.5  -    -957.8 

sale of treasury shares  31.0  747.6  -    778.6 

derivative contracts treasury shares  -    225.5  -    225.5 

 3.7  42.6  -    46.3 

Balance at 31 december 2008 16  225.2  42.6  1,854.2  2,122.0 

nOK mill note share Capital Other reserves retained earnings total equity

Balance at 1 January 2009  225.2  42.6  1,854.2  2,122.0 

other comprehensive income/(loss)  -    -    -300.2  -300.2 

Profit/(loss) for the period  -    -    -269.6  -269.6 

total comprehensive income  -    -    -569.8  -569.8 

issue of share capital  -    -    -    -   

Purchase of treasury shares  -58.0  -1,542.6  -    -1,600.6 

sale of treasury shares  46.5  1,111.9  -    1,158.4 

derivative contracts treasury shares  -    468.8  -    468.8 

 -11.5  38.0  -    26.5 

Balance at 31 december 2009 16  213.7  80.6  1,284.4  1,578.7 
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Note disclosures

note 1 || Summary of IFRS accounting policies 

principal activities and corporate information
dno is an international exploration and production company engaged in 
the acquisition, development and operation of oil and gas properties. 

dno international asa is a public limited company incorporated and 
domiciled in norway. the Company’s shares are listed on the oslo stock 
exchange. dno international asa has its registered office in oslo. dno in-
ternational asa is the ultimate parent of the group. the group’s operating 
activities are undertaken outside of norway.

statement of compliance
the consolidated financial statements of dno have been prepared in 
accordance with international financial reporting standards (ifrs) as 
adopted by the eu. the Parent Company and all subsidiaries have been 
prepared in accordance with the norwegian accounting act of 1998. the 
consolidated financial statements were approved by the Board of directors 
on 29 april 2010. 

basis for preparation
these consolidated financial statements have been prepared on a historical 
cost basis, with the following exemption: 
•	All	derivatives,	all	financial	assets	and	liabilities	held	for	trading,	liabilities	

related to share-based payments, all financial assets that are classified 
as available-for-sale and inventories as a result of the net entitlement 
method, are recognised at fair value.
as permitted by ias 1, the statement of comprehensive income is pre-

sented on a mixed basis as a blend of expenses by nature and function, as 
this gives the most relevant and reliable presentation for the group. 

changes in accounting policies and disclosures
the accounting principles adopted are consistent with those of the previ-
ous financial year, except for the impact of the adoption of the relevant 
standards described below.

ifrs 8 Operating segments. this standard requires disclosure of informa-
tion about the group’s operating segments and replaces the requirement 
to determine primary (business) and secondary (geographical) report-
ing segments of the group. adoption of this standard did not have any 
effect on the financial position or performance of the group. the group 
determined that the operating segments were the same as the business 
segments previously identified under ias 14 segment reporting. additional 
disclosures are shown in the segment note. 

ias 1 (revised 2007) Presentation of financial statements. the revised 
standard  has resulted in  a number of changes in presentation and dis-
closure. however, the revised standard has had no impact on the reported 
results or the financial position of the group.

significant accounting estimates and assumptions
the preparation of financial statements in conformity with ifrs requires 
management to make judgements, estimates and assumptions that affect 
the application of policies and reported amounts of assets and liabilities, 
the disclosure of contingent assets and liabilities at the date of the financial 
statements, and the reported amounts of revenues and expenses during 
the reporting periods.  

accounting estimates are employed in the financial statements to deter-
mine reported amounts, including the possibility for realisation of certain 

assets, the useful lives of tangible and intangible assets, and income taxes. 
although these estimates are based on management’s best knowledge of 
historical experience, current events and actions, actual results may differ 
from these estimates. the estimates and the underlying assumptions are 
reviewed on an ongoing basis. Changes in estimates will be recognised 
when new estimates are available and at least every balance sheet date.

the key sources of estimation uncertainty for dnO relate to the following:
•	the	amount,	nature	and	timing	of	capital	expenditures
•	the	projected	drilling	of	wells
•	estimates	of	proven	and	probable	reserves
•	the	timing	and	amount	of	future	production	of	oil	and	natural	gas
•	operating	costs,	including	asset	retirement	costs,	and	other	expenses
•	cash	flow,	anticipated	liquidity	and	prospects	for	growth
•	deferred	tax	assets
•	impairment	considerations
•	price	agreement/pricing	of	inventory
•	timing	of	export	related	to	the	payment	of	the	Water	Purification	Project	

liability
•	estimate	for	arbitration	ruling

in addition to the above, there is general uncertainty related to seismic and 
geological models. Political risk may also influence management judge-
ments and estimates. 

see below for further details on important areas affected by estimation 
uncertainty;

deferred tax assets – deferred tax assets are recognised for all unused tax 
losses to the extent that it is probable that taxable profit will be available 
against which the losses can be utilised. significant management judge-
ment is required to determine the amount of deferred tax asset to be 
recognised. specifically, the uncertainty is related to the timing and value 
of tax planning activities, as well as the general uncertainty related to the 
budgeting process. for further details see note 8. 

impairment of oil and gas assets – management must determine whether 
there are circumstances indicating a possible impairment of its oil and 
gas assets. the estimation of the recoverable amount for the oil and gas 
assets include management evaluations in addition to both discount rate, 
expected future cash flows and future market conditions, including produc-
tion and oil price. 

Provisions and litigations -  management must use judgement to evaluate 
certain provisions and litigations, in order to ensure the correct account-
ing treatment. this also includes the evaluation of future asset retirement 
obligations. 

reserves and resources – all estimates of oil and gas reserves and resourc-
es involve uncertainty. in the estimation, dno has applied deterministic or 
scenario based methods. the figures represent a most likely quantity of oil 
and gas that will be recovered from a field or reservoir given the informa-
tion available at the end of the year. 

important factors that could cause actual results to differ from the 
estimates include among others: technical, geological and geotechnical 
conditions, economic and market conditions, oil prices and changes in gov-
ernmental regulations, interest rates and fluctuations in currency exchange 
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rates. specific parameters of uncertainty related to the field/reservoir 
include, but are not limited to; reservoir pressure and porosity, recovery 
factors, water cut development and production decline rates, gas/oil ratios 
and oil properties. 

analogy to similar fields and reservoirs has been applied when produc-
tion history and information is limited and/or the field/reservoir has a com-
plex structure, it is important to stress that the uncertainty span is larger 
for fields/reservoirs with limited field information and production history, 
compared to fields/reservoirs with longer production history. 

the estimates for reserves and resources are made in accordance with 
the guidelines advised by the society of Petroleum engineers (sPe) and 
are in conformity with procedures from the oslo stock exchange for 
reporting of reserves.

group accounting and consolidation principles
subsidiaries
the consolidated financial statements of dno include the financial state-
ments of the Parent Company, dno international asa, and its subsidiar-
ies. subsidiaries are those entities in which dno either owns, directly or 
indirectly, over 50% of the voting rights, or otherwise has the power to 
govern their operating and financial policies. share options, convertible 
instruments and other equity instruments are considered when assessing 
whether an entity is controlled, 

acquisitions of subsidiaries are accounted for using the purchase method 
of accounting. the cost of an acquisition is measured as the fair value of 
the assets acquired, shares issued or liabilities undertaken at the date of 
acquisition, plus costs directly attributable to the acquisition. the excess 
cost of acquisition over the fair value of the net assets of the subsidiary ac-
quired, measured at the date of change of control, is recorded as goodwill 
(see ‘intangible assets’ for the accounting policy on goodwill). 

subsidiaries are fully consolidated from the date of acquisition, being the 
date on which the group obtains control, and continue to be consolidated 
until the date that such control ceases.

Where necessary, the accounting policies of subsidiaries have been ad-
justed to ensure consistency with the policies adopted by the group. 

all intercompany transactions, receivables, liabilities and unrealised prof-
its, as well as intra-group profit distributions, are eliminated.

investment in an associate
the group’s investment in an associate is accounted for under the equity 
method of accounting. this is an entity in which the group generally holds 
between 20% and 50% of the voting rights and over which the group has 
significant influence, but not overall control. share options, convertible 
instruments and other equity instruments are considered when assessing 
whether an entity is under significant influence. 

the reporting dates of the associate and the group are identical and 
both use consistent accounting policies.

the investment in an associate is carried in the balance sheet at cost plus 
post-acquisition changes in the group’s share of net assets of the associ-
ate, less any impairment in value. the income statement reflects the share 
of the results of operations of the associate as financial income/expense.  
Where there has been a change recognised directly in the associate’s eq-
uity, the group recognises its share of any changes and discloses this, when 
applicable, in the statement of changes in equity. 

impairment is assessed at each balance sheet date. a significant or 
prolonged decline in fair value of the investment indicates that the cost of 
the investment may not be recovered, and the investment is impaired.  a 
decline in fair value of more than 20% is considered to be significant, while 
a decline in fair value between 10% and 20% will be assessed specifically in 

each case. a decline in fair value less than 10% is considered to be insignifi-
cant. the decline is considered to be prolonged if it has lasted more than 12 
months, while a decline lasting less than six months is not considered pro-
longed. a decline for a period between six and 12 months will be assessed 
specifically in each case.

the impairment loss can be reversed in a subsequent period if there is 
evidence that the impairment no longer exist. 

upon loss of significant influence over the associate, the group measures 
and recognises any retaining investment at its fair value. any difference 
between the carrying amount of the associate upon loss of significant 
influence and the fair value of the retaining investment and proceeds from 
disposal are recognised in profit or loss. 

 
interest in joint ventures
the group accounts for joint ventures, including jointly controlled opera-
tions (oil and gas licenses), by recording its share of the arrangement’s 
assets, liabilities and cash flows. the group combines its share of the joint 
ventures’ individual income and expenses, assets and liabilities and cash 
flows on a line-by-line basis with similar items in the group’s financial 
statements. 

the group does not recognise its share of profits or losses from the joint 
venture that result from the group’s purchase of assets from the joint ven-
ture until it divests the assets to an independent party. however, if a loss on 
the transaction provides evidence of a reduction in the net realisable value 
of current assets or an impairment loss, the loss is recognised immediately.

foreign currency translation and transactions 
functional currency
the consolidated financial statements are presented in norwegian Kroner 
(noK), which is the functional and presentation currency of the Parent 
Company.

items included in the financial statements of each subsidiary in the group 
are initially recorded in the functional currency, i.e. the currency that best 
reflects the economic substance of the underlying events and circumstanc-
es relevant to that subsidiary. 

transactions and balances
foreign currency transactions are translated into the functional currency 
using the exchange rates prevailing at the dates of the transactions. re-
ceivables and liabilities in foreign currencies are translated into functional 
currency at the balance sheet date exchange rates. foreign exchange gains 
and losses resulting from the settlement of such transactions and from the 
translation of monetary assets and liabilities denominated in foreign cur-
rencies are recognised in the income statement. foreign exchange differ-
ences arising in respect of operating business items are included in operat-
ing profit in the appropriate statement of comprehensive income account. 
those arising in respect of financial assets and liabilities are recorded net 
as a financial item.

foreign exchange gains or losses resulting from changes in the fair value 
of financial investments classified as available-for-sale, are recognised 
directly in other comprehensive income until the investment has been 
disposed of. 

on consolidation, exchange differences arising from the translation of 
the net investment in foreign operations, and of borrowings and other cur-
rency instruments designated as hedges of such investments, are taken to 
other comprehensive income. When a foreign operation is sold, exchange 
differences that were recorded in equity are recognised in the statement of 
comprehensive income as part of the gain or loss on sale.
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Group companies
income statements and cash flows of subsidiaries, associated companies 
and joint ventures, whose functional currency is not noK, are translated 
into noK at average exchange rates for the period. their balance sheets 
are translated at the balance sheet date exchange rate and the transla-
tion differences are taken directly to other comprehensive income. When 
a foreign entity is sold, such translation differences are recognised in the 
statement of comprehensive income as part of the gain or loss on sale.

balance sheet classification
Current assets and short-term liabilities include items due less than a year 
from the balance sheet date, and items related to the operating cycle, if 
longer. the current portion of long-term debt is included under current 
liabilities. investments in shares held for trading are classified as current 
 assets, while strategic investments are classified as non-current assets. 
other assets are classified as non-current assets.

property, plant and equipment 
General
Property, plant and equipment acquired by group companies are stated 
at historical cost and adjusted for impairment charges, if any. the carrying 
value of the property, plant and equipment on the statement of finan-
cial position represents the cost less accumulated depreciation and any 
impairment charges. Land is not depreciated. other fixed assets in use 
(excluding oil and gas properties) are depreciated on a straight-line basis, 
at rates varying from three to five years. expected useful lives of long-lived 
assets are reviewed at each balance sheet date and, where there are new 
expectations, depreciation periods are changed accordingly. any change is 
accounted for prospectively. for oil and gas properties, expected useful life 
is the period of production.

ordinary repairs and maintenance costs, defined as day-to-day servicing 
costs, are charged to the statement of comprehensive income during the 
financial period in which they are incurred. the cost of major renovations is 
included in the asset’s carrying amount when it is probable that the group 
will derive future economic benefits in excess of the originally assessed 
standard of performance of the existing asset. major renovations are depre-
ciated over the period to the next major renovation. 

gains and losses on disposals are determined by comparing the disposal 
proceeds with the carrying amount and are included in operating profit. 
assets to be disposed of are reported at the lower of the carrying amount 
and the fair value less selling costs. 

the fair value of property, plant and equipment recognised as a result 
of a business combination is based on market values. the market value of 
property is the estimated amount for which a property could be exchanged 
on the date of valuation between a willing buyer and a willing seller in an 
arm’s length transaction wherein the parties had the same information. the 
market value of items of plant, equipment, fixtures and fittings is based on 
the quoted market prices for similar items.

Borrowing costs
interest costs on borrowings to finance the construction of property, plant 
and equipment are capitalised during the period of time that is required 
to complete and prepare the asset for its intended use, which is defined 
as the development phase. other borrowing costs are expensed when 
incurred. the capitalisation of borrowing costs is made monthly based on 
the yearly average interest rate for the group in the period. 

the basis for the monthly capitalisation is accumulated average capi-
talised assets for each project. the capitalised borrowing costs can not 
exceed the actual borrowing costs in each period.

exploration and development costs for oil and gas properties 
dno uses the ‘successful efforts’ method to account for exploration and 
development costs. all exploration costs, with the exception of acquisi-
tion costs of licenses 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 discov-
eries are assessed not to be technically and commercially recoverable, the 
drilling costs of exploration wells are expensed. Costs of acquiring licenses 
are capitalised and assessed for impairment at each reporting date. 3d 
seismic acquisitions over a discovery area are capitalised if it is related to 
the well drilling, and the objective is to learn more about the reservoir and 
to support the determination of new well locations within the discovery 
area. 

for accounting purposes, the field enters into the development phase 
when the partners in the license declare the commerciality decision, or the 
field has matured to a similar level.

all costs of developing commercial oil and/or gas fields are capitalised, 
including direct costs/own time. Pre-operating costs are expensed as 
incurred. Capitalised development costs are classified as tangible assets.

Oil and gas properties
Capitalised costs for oil and gas properties are depreciated using the unit-
of-production method. 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 during the concession 
or contract period) at the beginning of the period. the future develop-
ment expenditures necessary to bring those reserves into production are 
included in the basis for depreciation, and are estimated by the manage-
ment. any changes in the reserves estimate that affect unit-of-production 
rates, are dealt with prospectively.

Component cost accounting/decomposition
the Company allocates the amount initially recognised in respect of an 
item of property, plant and equipment to its significant parts and depreci-
ates separately each such part over its useful life. for oil and gas assets, the 
Company uses field as the level of aggregation as this represents the low-
est level where separate cash flows can be identified. this means that there 
is no decomposition beyond field level. a plan for development is defined 
for each field, taking into consideration both exploration wells, production 
wells and infill wells. the field reserves are evaluated together according to 
the chosen production plan.

according to the Company’s Psas, the ownership of the property, plant 
and equipment is transferred back to the government when production 
ceases.

intangible assets 
amortisation of intangible assets is based on the following expected useful 
lives: 
•	computer	software	three	to	five	years	
•	other	intangible	assets	five	to	ten	years	

exploration and evaluation assets
ifrs 6 exploration for and evaluation of mineral resources requires 
exploration and evaluation assets to be classified as tangible or intangible 
according to the nature of the assets. 

some exploration and evaluation assets should be classified as intan-
gible, for example license acquisition costs and capitalised exploration 
assets. When technical feasibility and commercial viability of the assets are 

note 1 || Summary of IFRS accounting policies continued
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demonstrable, the assets are reclassified to tangible assets and depreciat-
ed. the exploration and evaluation assets which are classified as intangible 
are assessed for impairment before reclassification.

drilling costs of exploration wells are temporarily capitalised pending the 
determination of oil and gas reserves. if reserves are not found, or if discov-
eries are assessed not to be technically and commercially recoverable, the 
drilling costs of exploration wells are expensed. Costs of acquiring licenses 
are capitalised and assessed for impairment at each reporting date.

Other intangible assets
Payments related to acquisition of licenses and subsequent payments 
are capitalized as license acquisition cost and depreciated over period of 
production.

impairment of long-lived assets 
Property, plant and equipment and other non-current assets are reviewed 
for potential impairment annually and whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be 
recoverable. indications of impairment may be decline in oil price, changes 
in future investments or changes in reserve estimates. 

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 one cash generating unit; all other assets are 
assessed separately. an impairment loss is the amount by which the carry-
ing amount of the assets exceeds the recoverable amount. the recoverable 
amount is the higher of the asset’s net selling price and its value in use. the 
value in use is determined by reference to discounted future net cash flows 
expected to be generated by the asset. Cash flows are discounted using a 
pre-tax discount rate that reflects current market assessments of the time-
value of money and the risks specific to the asset.

a previously recognised impairment loss is reversed only if there has 
been a change in the estimates used to determine the recoverable amount. 
it is not reversed to a higher amount than if no impairment loss had been 
recognised. such reversal is recognised in profit or loss unless the asset 
is carried at a revalued amount, in which case the reversal is treated as a 
revaluation increase. after such a reversal, the depreciation charge is ad-
justed in future periods to allocate the asset’s revised carrying amount, less 
any residual value, on a systematic basis over its remaining useful life.

farm in and farm out
a farm in/farm out is when the owner of a working interest (the farmor) 
transfers all or a portion of its working interest to another party (the far-
mee) in return for the farmee’s performance of some agreed upon action. 
if the farmee agrees to undertake exploration of a property, drill a well or 
wells, or develop the property, the farmor transfers all or a portion of the 
working interest in the property to the farmee.

the farmee capitalises or expenses the exploration, drilling and develop-
ment costs as incurred according to the accounting method it is using, i.e. 
successful efforts or full cost. the farmee does not record any receivable 
nor any of its costs assigned to the acquisition of the license interest. the 
farmee will thereby have capitalised wells and equipment costs but no 
capitalised property acquisition costs. the farmor does not record any well 
and equipment costs. there are no accruals for future commitments in farm 
in/out agreements in the exploration and evaluation phase and no profit or 
loss is recognised by the farmor. in the development phase, a farm in/farm 
out agreement will be treated as a transaction recorded at fair value as 
represented by the costs born by the farmee.

license swaps/asset swaps
a situation where one or more items of property, plant and equipment is 
exchanged for a non-monetary asset or assets, or a combination of mon-
etary and non-monetary assets, should be measured at fair value.

oil companies may exchange license interests as part of a portfolio 
structuring. License swaps are measured at fair value at the time of the 
transaction, with recognition of gain or loss.

financial instruments 
financial instruments, that are not derivatives, consist of investments in 
debt and equity instruments, trade receivables and other receivables, cash 
and cash equivalents, loans, trade payables and other payables. these are 
initially recognised at fair value, which in most cases will be identical to 
cost. after initial recognition, the measurement and accounting treatment 
depend on the type of instrument and classification. 

Cash and bank deposits, including deposits on special terms, other short-
term highly liquid investments with original maturities of three months or 
less, and bank overdrafts, form cash and cash equivalents. Bank overdrafts 
are included within borrowings in current liabilities on the balance sheet.

the fair value of forward exchange contracts is based on their listed mar-
ket price, if available. if a listed market price is not available, than fair value 
is estimated by discounting the difference between the contractual forward 
price and the current forward price for the residual maturity of the contract 
using a risk-free interest rate (based on government bonds).

the fair value of interest rate swaps is based on broker quotes. those 
quotes are tested for reasonableness by discounting estimated future cash 
flows based on the terms and maturity of each contract and using market 
interest rates for a similar instrument at the measurement date.

the fair value of non-derivative financial liabilities, which is determined 
for disclosure purposes, is calculated based on the present value of future 
principal and interest cash flows, discounted at the market rate of interest 
at the reporting date. in respect of the liability component of convertible 
notes, the market rate of interest is determined by reference to similar 
liabilities that do not have a conversion option. for finance leases the mar-
ket rate of interest is determined by reference to similar lease agreements.

investments and other financial assets 
all purchases and sales of financial assets made in the regular way are 
recognised on the trade date. 
•	Investments	classified	as	available	for	sale	are	measured	at	fair	value.	

adjustments to fair value are recognised as other comprehensive 
income until the investment is sold, collected or otherwise disposed of, 
at which time the cumulative gain or loss previously reported in other 
comprehensive income is included in the statement of comprehensive 
income. impairment of available for sale investments is recognised in the 
statement of comprehensive income immediately, but any subsequent 
reversal of the impairment is not recognised in the statement of compre-
hensive income, but as a fair value adjustment to other comprehensive 
income. 

•	Investments	classified	at	fair	value	through	profit	or	loss	are	measured	at	
fair value, with adjustments to fair value recognised immediately in the 
statement of comprehensive income. 

•	Investments	classified	as	loans	and	receivables	are	measured	at	amor-
tised cost using the effective interest rate method. this classification is 
used for non-derivative assets with fixed or determinable payments that 
are not quoted in an active market. gains and losses are recognised in 
income when the loans and receivables are derecognised or impaired, as 
well as through the amortisation process.

•	Held-to-maturity	investments	are	non-derivative	financial	assets	with	
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fixed or determinable payments and fixed maturity which the group has 
the positive intention and ability to hold to maturity. these assets are 
subsequently measured at amortised cost. this cost is computed as the 
amount initially recognised minus principal repayments, plus or minus 
the cumulative amortisation using the effective interest method of any 
difference between the initially recognised amount and the maturity 
amount. this calculation includes all fees and points paid or received 
between parties to the contract that are an integral part of the effective 
interest rate, transaction costs and all other premiums and discounts.

for investments that are actively traded in organised financial markets, fair 
value is determined by reference to stock exchange quoted market prices 
at the close of business on the balance sheet date. for investments where 
there is no quoted market price, fair value is determined by using generally 
accepted valuation techniques. the valuations are primarily collected from 
external parties (banks, other financial institutions), or, if not available. 
performed by the group.  

amortised cost is calculated by taking into account any discount or 
premium on acquisition over the years to maturity. for investments carried 
at amortised cost, gains and losses are recognised in the statement of com-
prehensive income when the investments are derecognised or impaired, as 
well as through the amortisation process. 

impairment of financial assets 
the group assesses at each balance sheet date whether there is any 
objective evidence that a financial asset or a group of financial assets is 
impaired. a financial asset or a group of financial assets is deemed to be 
impaired if, and only if, there is objective evidence of impairment as a result 
of one or more events that has occurred after the initial recognition of the 
asset and that this event has an impact on the estimated future cash flows 
from the asset that can be reliably estimated.

a significant or prolonged decline in fair value of an available for sale 
investment, indicates that the cost of the investment may not be recovered. 
and the investment is impaired. a decline in fair value of more than 20% 
is considered to be significant, while a decline in fair value between 10% 
and 20% will be assessed specifically in each case. a decline in fair value 
less than 10% is considered to be insignificant. the decline is considered to 
be prolonged if it has lasted more than 12 months, while a decline lasting 
less than six months is not considered prolonged. a decline for a period 
between six and 12 months will be assessed specifically in each case.

if there is objective evidence of impairment for financial assets carried at 
amortised cost, the amount of the loss is measured as the difference be-
tween the asset’s carrying value and the present value of future cash flows. 
the present value of the future cash flows are discounted using the asset’s 
original effective interest rate. if a loan has a variable interest rate (floating 
interest rate), the discount rate for measuring any impairment loss is the 
current effective interest rate. 

derecognition of financial assets and liabilities
a financial asset is derecognised where: 
- the group no longer has the right to receive cash flows from it 
- the group retains the right to receive cash flows from the asset, but has 

assumed an obligation to pay them in full without material delay to a 
third party under a “pass-through” arrangement, or

- the group has transferred its rights to receive cash flows from the asset 
and either (a) has transferred substantially all the risks and rewards of the 
asset, or (b) has neither transferred nor retained substantially all the risks 
and rewards of the asset, but has transferred the control of the asset.

a financial liability is derecognised when the obligation under the liability 

is discharged or cancelled or expires. a bond loan is derecognised when it 
is repurchased.

derivative financial instruments and hedging 
derivative financial instruments are initially and subsequently recognised 
on the statement of financial position at fair value. Certain derivative 
instruments, while providing effective economic hedges under the group 
financial Policy, do not qualify for hedge accounting under the specific 
rules in ias 39. these are accounted for as financial assets or liabilities at 
fair value through profit and loss. Changes in fair value are classified as 
financial income or expense.

to the extent that derivative contracts on own shares contain an obliga-
tion to settle in cash or another financial asset, the financial liability for the 
redemption amount is recognised as a liability with a corresponding entry 
against equity.

an embedded derivative is a component of a hybrid (combined) instru-
ment that also includes a non-derivative host contract, with the effect that 
some of the cash flows of the combined instrument vary in a way similar 
to a stand-alone derivative. embedded derivatives are separated from the 
host contracts and accounted for as derivatives at fair value, only if: (a) 
the economic characteristics and risks of the embedded derivative are 
not closely related to the host contract (b) a separate instrument with the 
same terms as the embedded derivative would meet the definition of a 
derivative; and (c) the hybrid (combined) instrument is not measured at 
fair value with changes in fair value recognised in profit or loss. When bond 
loans include a prepayment option, an evaluation is performed in order to 
decide whether the options are closely related to the bond loan. Whether 
or not the option is closely related, depends on the difference between the 
option premium and amortised cost at the time of repayment.

as of 31 december 2009, the group has no hedging instruments for ac-
counting purposes.

Other long-term receivables
other long-term receivables are measured at net present value when the 
expected payments are long due and these are not interest bearing.

trade receivables 
trade receivables are recognised and carried at their anticipated realis-
able value, which is the original invoice amount less an estimated valuation 
allowance for any uncollectible amounts. a provision is made when there is 
objective evidence that the group will not be able to collect the debts. Bad 
debts are written off when identified.

the fair value of trade and other receivables, excluding construction 
work in progress, is estimated as the present value of future cash flows, 
discounted at the market rate of interest at the reporting date.

share capital
ordinarY shares
ordinary shares are classified as equity, incremental costs directly attribut-
able to the issue of ordinary shares and share options, are recognised as a 
reduction of equity, net of any tax effects.

rePurChase of share CaPitaL (treasurY shares)
When share capital recognised as equity is repurchased, the amount of 
the consideration paid, which includes directly attributable costs, is net of 
any tax effects and is recognised as a deduction from equity. repurchased 
shares are classified as treasury shares and are presented as a deduction 
from total equity. When treasury shares are sold or reissued subsequently, 
the amount received is recognised as an increase in equity and the result-

note 1 || Summary of IFRS accounting policies continued
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ing surplus or deficit on the transaction is transferred to/from retained 
earnings.

financial income and expenses
financial income comprises interest income on funds invested (including 
available-for-sale financial assets), dividend income, gains on the disposal 
of available-for-sale financial assets, changes in the fair value of financial 
assets at fair value through profit or loss, and gains on hedging instru-
ments that are recognised in profit or loss. interest income is recognised 
as it accrues in profit or loss, using the effective interest method, dividend 
income is recognised in profit or loss on the date that the group’s right to 
receive payment is established, which in the case of quoted securities is the 
ex-dividend date.

finance expenses comprise interest expense on borrowings, unwinding 
of the discount on provisions, changes in the fair value of financial assets 
through profit or loss, impairment losses recognised on financial assets, 
and losses on hedging instruments that are recognised in profit or loss. 

foreign currency gains and losses are reported as financial income or 
financial expenses.

leases 
Leases of property, plant and equipment where the group has substantially 
all the risks and rewards of ownership are classified as finance leases. fi-
nance leases are capitalised at the inception of the lease at the lower of the 
fair value of the leased property or the present value of the minimum lease 
payments. the corresponding rental obligations, net of finance charges, are 
included in other long-term interest-bearing liabilities. each lease payment 
is allocated between liability and finance, where the interest element of the 
finance cost is charged to the income statement over the lease period so as 
to produce a constant periodic rate of interest on the remaining balance of 
the liability for each period. Property, plant and equipment acquired under 
finance leases are depreciated over the shorter of the useful life of the as-
set or the lease term. 

Leases where a significant portion of the risk and reward of ownership 
is retained by the lessor are classified as operating leases. Payments made 
under operating leases, net of any incentives received from the lessor, are 
charged to the income statement on a straight-line basis over the period of 
the lease.

 
inventories  
inventories, other than inventories of oil, are valued at the lower of cost 
and net realisable value. Cost is determined by the first-in, first-out (fifo) 
method. the cost of finished goods and work in progress comprises raw 
materials, direct labour, other direct costs and related production over-
heads (based on normal operating capacity) but excludes borrowing costs. 
net realisable value is the estimated selling price in the ordinary course 
of business, less the estimated costs of completion and estimated selling 
expenses.

Petroleum products and over and under lifts of crude oil are recorded at 
net realisable values. 

Where the group has lifted and sold less oil or gas than the ownership 
interest if sales method applies, the production costs are deferred and clas-
sified as inventory.

the fair value of inventories acquired in a business combination is deter-
mined based on its estimated selling price in the ordinary course of business. 
less the estimated costs of completion and sale and a reasonable profit 
margin based on the effort required to complete and sell the inventories.

interest-bearing liabilities 
all loans and borrowings are initially recognised at cost, being the fair 
value of the consideration received net of issue costs associated with the 
borrowing.

after initial recognition, interest-bearing loans and borrowings are sub-
sequently measured at amortised cost using the effective interest method. 
any difference between proceeds (net of transaction costs) and the 
redemption value is recognised on the income statement over the period of 
the interest-bearing liabilities. 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 or impaired, as well as through the amortisation process.

Revenue Recognition 
revenues from the production of oil and gas properties are recognised on 
the basis of the group’s net working interest in those properties, regardless 
of whether the production is sold (the entitlement method). the revenue 
recognition according to the net entitlement method is based on actual 
production in the period and revenue is recognised when the title passes 
from the group to its customer. to the extent that the entitlement method 
cannot be applied, the sales criteria from ias 18 must be fulfilled in order to 
recognise revenues.

overlift and underlift of oil and gas follows from the entitlement method 
and is valued at its net realisable value on the balance sheet date. overlift 
and underlift are calculated as the difference between the group’s share of 
production and its actual sales and are classified as other current liabilities/
assets. under the sales method, overlift and underlift are recorded to cost.

revenues from services are recorded when the service has been per-
formed. 

revenues from lease arrangements are recognised over the life of the 
agreement. revenues from other activities are recognised when the title 
passes to the customer.

 
Production sharing agreements/Contracts (Psas/PsCs)
in many countries ownership of unexploited petroleum resources remains 
with the state, whereas exploration and production is carried out by private 
contractors under a specific production sharing agreement, or Psa/PsC. 
the Psa/PsC typically is a contract between an oil-producing company 
and the host government that governs the rights and duties of both parties 
in respect of the operations of a production block. in particular it governs 
how the revenues from oil produced are to be shared between the govern-
ment and the contracting oil producers. dno operates currently under 
Psas/PsCs in Yemen and in Kurdistan region of northern iraq. 

under the Psas/PsCs, dno, along with other working interest hold-
ers, typically bears all risk and costs for exploration, development and 
production. in return, if exploration is successful, dno recovers the sum 
of its investment and operating costs (‘cost oil’) from a percentage of the 
production and sale of the associated hydrocarbons. dno is also entitled to 
receive a share of production in excess of cost oil (‘profit oil’). the sharing 
of cost oil and profit oil varies between the working interest holders and 
the government from Psa/PsC contract to Psa/PsC contract. 

the sum of cost oil attributable to dno’s share of costs and dno’s share 
of profit oil represents dno’s entitlement to oil produced under a Psa/
PsC.

under a Psa/PsC the government typically receives portions of oil pro-
duced in several steps. normally, there is a fraction of gross oil production 
(a royalty), before any attribution to cost oil, payable to a governmental 
body. as described above, the government will also have a specified share 
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of profit oil and in some instances a governmentally controlled enterprise 
will have its share as well. the sum of royalties and governmental share of 
profit oil, including that of a governmentally controlled enterprise, repre-
sents the ‘government take’ of oil produced under a Psa/PsC.

dno presents its operations governed by Psas/PsCs according to the 
net entitlement method. the net entitlement method means that dno 
recognises as revenue only its working interest of oil produced, after de-
duction of the government take.

income taxes
the tax expense consists of taxes payable and changes to deferred tax. 
taxes payable are provided based on taxable profits at the current tax rate.

deferred tax/tax assets are calculated on all taxable temporary differences, 
except to the extent that both of the following conditions are satisfied:
•	the	Group	is	able	to	control	the	timing	of	the	reversal	of	the	temporary	

differences; and
•	it	is	probable	that	the	temporary	differences	will	not	reverse	in	the	fore-

seeable future.

deferred tax assets related to tax losses carried forward are recognised 
when it is probable that the Company will have a sufficient profit for tax 
purposes to utilise the tax asset. at each balance sheet date, the group 
carries out a review of its unrecognised deferred tax assets and the value it 
has recognised. the companies recognise formerly unrecognised deferred 
tax assets to the extent that it has become probable that the Company can 
utilise the deferred tax asset. similarly, the group will reduce its deferred 
tax assets to the extent that it can no longer utilise these. 

deferred tax and deferred tax assets are measured on the basis of 
the expected future tax rates applicable to the companies in the group. 
deferred tax and deferred tax assets are set off within the same tax regime 
only if the use of group contribution is available.

deferred tax and deferred tax assets are recognised irrespective of when 
the differences will be reversed. they are recognised at their nominal value 
and classified as non-current assets (long-term liabilities) in the statement 
of financial position. 

taxes payable and deferred tax are recognised directly in equity to the 
extent that they relate to items that are charged directly to equity. 

 
Production sharing agreements/Contracts (Psas/PsCs)
dno presents its operations governed by Psas/PsCs according to the 
net entitlement method. for more information see the description under 
revenue recognition.

a Psa/PsC may also affect payment of corporate taxes. normally, the 
contractor is liable for national corporate tax on taxable profits, which, in a 
successful operation, will be a function of its share of profit oil (taking into 
account that costs over time will be recovered through cost oil). however, 
some Psas/PsCs include clauses for corporate taxes to be paid out of the 
government take. to the extent that the government take includes a por-
tion assigned to cover dno’s corporate tax eligible for classification as tax 
according to the ias 12 definition, dno presents this element as an income 
tax expense with a corresponding increase in revenue.   

employee benefits
Pension obligations 
the group currently has only contribution plans. for defined contribution 
plans, contributions are paid to pension insurance plans and charged to 
the statement of comprehensive income in the period to which the contri-
butions relate. once the contributions have been paid, there are no further 

payment obligations.

share option program
the group has a synthetic share option programme for its employees. the 
share options are settled in cash and are recorded at fair value by use of 
the Black & scholes method. the share options are expensed over the vest-
ing period.

provisions and contingent liabilities
a provision is recognised when: the group 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 as the 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 interest expense.

Contingent liabilities are not recognised, but are disclosed unless the pos-
sibility of an outflow of resources embodying economic benefits is remote. 

asset retirement obligations
Provisions for decommissioning liabilities for oil and natural gas produc-
tion facilities are recognised in full. the amount recognised is the present 
value of the estimated future expenditure determined in accordance with 
local conditions and requirements. a corresponding tangible fixed asset of 
an amount equivalent to the provision is also created. this is subsequently 
depreciated as part of the capital costs of the production and transporta-
tion facilities. the decommissioning provision is accreted to the discounted 
liability, with the accretion of the discount being classified as interest 
expense. the discount rate used is a modified interest rate which equals 
the group’s average interests on debts.

the provision and the discount rate are reviewed at each balance sheet 
date. according to ifriC 1.5, changes in the measurement of the decom-
missioning liability that result from a change in the timing or amount of the 
outflow of resources embodying economic benefits required to settle the 
obligation, or a change in the discount rate, are added to or deducted from 
the cost of the related asset in the current period. Changes in estimated 
asset retirement obligations will impact both the cost of the asset and the 
statement of comprehensive income in the period in which the estimate is 
revised.

 
segment Reporting 
the group identifies and reports its segments based on the information 
given to the chief operating decision maker. the reportable segments 
provide products or services within a particular economic environment that 
is subject to risks and returns that are different from those of components 
operating in other economic environments. the Company has identified its 
reportable segments based on the nature of the risk and return within its 
business and by the location of the group’s assets and operations. 

transfer prices between operating segments are set on an arm’s length 
basis in a manner similar to transactions with third parties.

non-current assets Held for sale
non-current assets held for sale are classified as held for sale when it is 
highly probable that their carrying amount will be recovered principally 

note 1 || Summary of IFRS accounting policies continued
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through a sale transaction rather than through continuing use. such as-
sets are measured at the lower of the carrying amount and fair value less 
sales costs.

discontinued operations 
a discontinued operation results from a decision, pursuant to a single dis-
posal plan, to divest an operation comprising a separate major line of busi-
ness, for which the assets less liabilities and net financial results may be 
distinguished physically, operationally and for financial reporting purposes. 
the pre-tax gain or loss on disposal of discontinued operations, as well as 
the financial results from discontinued operations, are shown as a separate 
item on the consolidated statement of comprehensive income.

earnings per share
the calculation of basic earnings per share is based on the profit attrib-
utable to ordinary shareholders using the weighted average number of 
shares outstanding during the year after deduction of the average number 
of treasury shares held over the period. the calculation of diluted earnings 
per share is consistent with the calculation of basic earnings per share 
while giving effect to all dilutive potential ordinary shares that were out-
standing during the period. that is:
•	The	net	profit	for	the	period	attributable	to	ordinary	shares	is	increased	

by interest recognised in the period in respect of the dilutive poten-
tial ordinary shares. it is adjusted for any other changes in income or 
expense that would result from the conversion of the dilutive potential 
ordinary shares.

•	The	weighted	average	number	of	additional	ordinary	shares	that	would	
have been outstanding assuming the conversion of all dilutive potential 
ordinary shares increases the weighted average number of ordinary 
shares outstanding. 

the amount of the dilution is the average market price of ordinary shares 
during the period minus the issue price of the options.

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 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.

for more information about related parties, see note 23.

comparatives 
Where necessary, comparative figures have been adjusted to conform to 
changes in presentation in the current year.

ifRs and ifRic interpretations not Yet effective 
the following standards and interpretations are relevant to the group:

ifrs 3 (r) Business Combinations
Changes in the standard, effective from annual periods beginning on or af-
ter 1 July 2009, will affect recognised amount of goodwill and the reported 
profit, both in the period when the business combination takes place and 
in future periods. the implications will only have impact prospectively. the 
changes are not expected to have a major impact on the group’s financial 
statements. 

ias 27 (r) Consolidated and separate financial statements
the revised standard requires that changes in ownership interest in subsid-
iaries are accounted for as an equity transaction. the changes are effective 
from annual periods beginning on or after 1 July 2009. the changes are not 
expected to have a major impact on the group’s financial statements. 

ias 32 financial instruments – Presentation
the changes are effective from annual periods beginning on or after 1 
february 2010 and introduce an exception from the liability definition for 
certain rights, including rights issues, offered in another currency than the 
functional currency. the changes are not expected to have a major impact 
on the group’s financial statements. 

ias 39 financial instruments – recognition and measurement
the changes are effective from periods beginning on or after 1 July 2009 
and provide further guidance on how the rule for designating parts of cash 
flows and fair value as hedge item should be applied. the changes are not 
expected to have a major impact on the group’s financial statements.

annual improvements from ifrs 2008-2010
the annual improvement project includes several improvements to 12 dif-
ferent standards. the project provides a vehicle for making non-urgent but 
necessary improvements to ifrss. Changes apply for annual periods begin-
ning on or after 1 July 2009.  the annual improvements are not expected to 
have a major impact on the group’s financial statements.

ifriC 16 hedges of a net investment in a foreign Operation
the interpretation became effective 1 october 2009. it clarifies the ac-
counting treatment in respect of net investment hedging. this include the 
fact that net investment hedging relates to differences in functional cur-
rency and not presentation currency, and hedging instruments may be held 
anywhere in the group. it is not expected to have a material impact on the 
group’s financial statement.

ifriC 17 distributions of non-cash assets to Owners
the interpretation is to be applied prospectively and is effective from 
annual periods beginning on or after 1 november 2009. the interpreta-
tion clarifies the accounting for distribution of non-cash assets to owners. 
including pro rata distribution (all owners are treated equally). distribution 
of non-cash assets should be recognized at the fair value of the net assets 
to be distributed with gain through profit or loss.

the changes are not expected to have a major impact on the group’s 
financial statements.
 
dno does not expect to early adopt any standards, amendments or 
interpretations.
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note 2 || Segment information

dno identifies and reports its segments based on the information given to the chief decision maker. the reportable segments provide products or 
services within a particular economic environment that is subject to risks and returns that are different from those of components operating in other eco-
nomic environments. dno has identified its reportable segments based on the nature of the risks and returns within its business and by the location of the 
group’s assets and operations. inter-segment sales are based on the principle of “arm’s length”.      

dno’s reporting segments consist of northern europe (ne), Yemen (Yem), Kurdistan region of iraq (Kur) and africa (afr).    
 
the segment northern europe (ne) includes operations in the uK. the share of profit or loss from associated company has been included in ne up to 
november 2009 (see note 10). the segment africa (afr) includes both equatorial guinea and mozambique, where dno participates in one block in each 
country. Yemen (Yem) consists of Yemen (7 blocks) and syria. all oil in Yemen and Kurdistan is sold to one customer, which is responsible for the further 
distribution.

nOK mill

twelve months ended 31 december 2009 note ne Yem Kur afr total report. 
segm.

unalloc./ 
elimin.

GrOuP 

income statement information

external sales 3  -    702.0  167.0  -    869.0  -    869.0 

inter-segment sales  -    7.5  8.0  2.2  17.7  -17.7  -   

Cost of goods sold 4  -    -500.0  -158.7  -0.1  -658.7  -0.6  -659.3 

Gross profit  -    209.5  16.4  2.1  228.0  -18.3  209.7 

other operating income  -    -    7.8  -    7.8  0.4  8.1 

tariffs and transportation  -    -36.9  -    -    -36.9  -    -36.9 

administrative expenses 5  -1.3  -1.6  -145.2  -    -148.0  -51.9  -199.9 

other operating expenses 5 -  -    -    -2.6  -2.6  -1.8  -4.3 

exploration cost expensed 6  -0.7  -112.3  -10.1  -32.7  -155.8 -  -155.8 

net gain/(loss) from sale of PP&e  -    -    -    -    -    -    -   

finance costs - net (excl. interest. gain/
(loss) on sale of shares)

 -1.3  -36.9  9.4  -    -28.8  466.8  438.1 

segment result  -3.3  21.9  -121.8  -33.1  -136.3  395.2  259.0 

share of profit/(loss) from associates 10  -62.9  -    -    -    -62.9  -    -62.9 

interest - net  -171.1 

gain/(loss) on sale of shares  3.0 

income tax expense 8  -297.6 

net profit/(loss)  -269.6 
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nOK mill

twelve months ended 31 december 2009 note ne Yem Kur afr total report. 
segm.

unalloc./ 
elimin.

GrOuP 

Balance sheet information

Capital expenditures this period  -    39.6  630.5  1.1  671.2  0.4  671.6 

Property. plant and equipment  0.6  381.7  1,963.1  55.2  2,400.5  1.8  2,402.4 

inventories  -    -    157.4  -    157.4  -    157.4 

other assets  39.8  271.6  777.4  2.8  1,091.6  741.1  1,832.7 

total segment assets (excl. tax assets. 
interest-bearing receivables)

 40.4  653.3  2,897.8  58.0  3,649.5  742.9  4,392.4 

unallocated corporate assets  -   

Consolidated total assets  4,392.4 

total segment liabilities (excl. tax 
 liabilities. interest-bearing liabilities)

 2.3  67.6  805.0  0.0  874.9  59.3  934.2 

unallocated corporate liabilities  1,879.5 

Consolidated total liabilities  2,813.7 

Other segment information

net entitlement production (mboe)  -    1,955.6  1,108.1  -    3,063.7  -    3,063.7 

sale of oil  -    702.0  167.0  -    869.0  -    869.0 

Lifting cost  -    -261.7  -96.6  -    -358.3  -    -358.3 

Lifting cost (usd/bbl)  -    -15.3  -9.3  -   -13.0  -    -13.0 

amortisation and depreciation  -    -238.2  -62.1  -0.1  -300.4  -0.6  -300.9 

netback. including asset sale proceeds  -2.0  204.9  -69.1  -33.0  100.7  -71.0  29.8 
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share of profit/(loss) from associates 10  83.3  -    -    -    83.3  -    83.3 

interest - net  -155.7 

gain/(loss) on sale of shares  9.0 

income tax expense 8  -214.0 

net profit/(loss)  -903.9 

Balance sheet information

Capital expenditures this period  -    373.3  874.9  -6.0  1,242.1  1.8  1,243.9 

Property, plant and equipment  0.6  628.6  2,422.6  65.7  3,117.5  2.0  3,119.6 

inventories  -    -    50.7  -    50.7  -    50.7 

other assets  779.9  317.1  435.0  5.6  1,538.2  162.9  1,701.1 

total segment assets (excl. tax assets, 
interest-bearing receivables)

 780.5  945.7  2,908.3  71.2  4,706.5  165.0  4,871.5 

unallocated corporate assets  264.0 

Consolidated total assets  5,135.5 

total segment liabilities (excl. tax 
 liabilities, interest-bearing liabilities)

 2.4  176.3  311.5  5.1  495.2  235.1  730.3 

unallocated corporate liabilities  2,283.2 

Consolidated total liabilities  3,013.5 

Other segment information

net entitlement production (mboe)  -    2,174.6  1,753.9  -    3,928.5  -    3,928.5 

sale of oil  -    1,073.7  288.3  -    1,362.0  -    1,362.0 

Lifting cost  -    -247.4  -54.3  -    -301.7  -    -301.7 

Lifting cost (usd/bbl)  -    -13.3  -4.1  -   -9.5  -    -9.5 

amortisation and depreciation  -    -332.4  -111.0 -  -443.5  -0.3  -443.8 

netback, including asset sale proceeds  -8.2  230.7  148.8  -55.3  316.0  -61.4  254.7 

nOK mill

twelve months ended 31 december 2008 note ne Yem Kur afr total report. 
segm.

unalloc./ 
elimin.

GrOuP 

income statement information

external sales 3  -    1,073.7  288.3  -    1,362.0  14.2  1,376.2 

inter-segment sales  -    22.7  29.9  0.3  53.0  -53.0  -   

Cost of goods sold 4  -    -579.8  -165.3 -  -745.1  -0.3  -745.5 

Gross profit  -    516.6  152.9  0.3  669.8  -39.1  630.7 

other operating income  -    -    0.1  -    0.1  -    0.1 

tariffs and transportation  -    -33.2  -    -    -33.2  -    -33.2 

administrative expenses 5  -6.6  -0.6  -3.5  -    -10.8  -22.6  -33.4 

other operating expenses 5  -0.6 - - -  -0.7  -    -0.7 

impairment oil and gas assets 9  -    -197.9  -    -    -197.9  -    -197.9 

exploration cost expensed 6  -1.0  -188.6  -111.6  -53.9  -356.8  -    -356.8 

net gain/(loss) from sale of PP&e  -    -    -    -    -    -0.1  -0.1 

finance costs - net (excl. interest. gain/
(loss) on sale of shares)

 -708.6  42.0  -6.5  -    -673.2  38.0  -635.2 

segment result  -716.8  138.3  31.3  -53.6  -602.6  -23.9  -626.4 
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 Years ended 31 december  

nOK mill 2009 2008

sale of petroleum products  869.0  1,362.0 

other income*  -    14.2 

total sales  869.0  1,376.2 

* other income is related to final payment in connection with sales of uK assets in 2003/2004

the export of crude oil from the tawke field in Kurdistan commenced 1 June and halted 22 september 2009. a signed sales agreement is not yet in place and no payment 
has been received. at year-end 2009, it was concluded that the export sale from Kurdistan in 2009, estimated to approximately noK 850 million, based on estimated 
sales prices and applicable discounts, could not be recognized since the criteria in ifrs for revenue recognition were not satisfied at year-end 2009. the revenues from the 
exported crude oil will be recognized when a final sales and pricing agreement is in place and payment is received. see note 25 for details.

dno presents its operations governed by Psas according to the net entitlement method. for more information see accounting principles on revenue recognition.

reconciliation sales - working interest/net entitlement
 Years ended 31 december  

nOK mill 2009 2008

sale of petroleum products working interest  1,293.1  2,154.1 

government share of production before income tax payable  -424.1  -792.1 

sale of petroleum products net entitlement  869.0  1,362.0 

 Years ended 31 december  

nOK mill 2009 2008

Lifting costs*  -358.3  -301.7 

depreciation, depletion and amortisation  -300.9  -443.8 

other cost of goods sold  -    -   

total cost of goods sold  -659.3  -745.5 

* Lifting costs consist of expenses relating to the production of oil and gas, including operation and maintenance of installations, well intervention and workover activities, 
insurances, Co2 taxes, royalties to the state and costs in own organisation. 

 Years ended 31 december  

nOK mill 2009 2008

spare parts*  23.5  50.7 

other inventory**  133.9  -   

total inventory  157.4  50.7 

*spare parts at the tawke field in Kurdistan are classified as inventory. 

**other inventory of noK 133.9 million consists of lifting costs of noK 14.3 million and depreciation costs of noK 119.6 million related to the exported volumes of crude oil 
from the tawke field in Kurdistan. the production costs have been capitalized as other inventory in 2009 as a result of the reversal of revenues. these capitalized costs will 
be charged as cost of goods sold when revenues can be recognized. see note 3 and 25 for further details.

note 3 || Sales

note 4 || Cost of goods sold/Inventory
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this note should be read in conjunction with note 23 on related parties.  Years ended 31 december  

nOK mill 2009 2008

salaries and social expenses *  -12.7  -19.5 

general and administration expenses **  -176.2  -40.5 

reclassification to exploration costs  -11.0  26.6 

other operating expenses  -4.3  -0.7 

total administrative/other expenses  -204.3  -34.0 

average man-year labour 34  32 

* salaries and social expenses directly attributable to operations are reclassified to lifting cost and exploration cost in the statement of comprehensive income.

** included in general and administration expenses in 2009 are provisions for the potential liability and legal costs related to the ongoing arbitration proceedings. see note 
25 for further information regarding arbitration. 

specification of salaries and social expenses
 Years ended 31 december  

nOK mill 2009 2008

salaries, bonuses, etc.  -45.2  -44.4 

employer's payroll tax expenses  -7.5  -7.6 

Pensions  -2.4  -3.0 

other personnel costs  -1.7  -3.4 

reclassification of salaries and social expenses to lifting costs and exploration costs  44.0  39.0 

salaries and social expenses  -12.7  -19.5 

salaries and social expenses in 2009 include an ordinary bonus and a share-based bonus scheme. the total limit for the share-based bonus scheme is noK 15.9 million 
(2008: noK 16.3 million), should the share price equal or exceed noK 9.57 (2008: noK 15.60) as of 30 June 2010. the threshold for payments under this scheme is a share 
price of noK 7.36 (2008: noK 12.00). estimated value recognised as of 31 december 2009 is nil (2008: noK 0.8 million). all employees are included in the scheme. all other 
ordinary bonus payments will be deducted in a possible share-based bonus payment. Black & scholes valuation model is used to determine the value of the option.

Pensions

dno has a defined contribution scheme for employees in dno international asa (parent company).  in 2009, a total of noK 2.4 million was expensed under the scheme.  

the corresponding figure for 2008 was noK 3.0 million. the group's obligations are limited to the annual contributions. dno meets the norwegian requirements for manda-
tory occupational pension ('obligatorisk tjenestepensjon').

note 5 || Administrative/other expenses
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director and executive remuneration

expensed remuneration to Board of directors, executive Chairman and managing director:

 Years ended 31 december  

nOK mill 2009 2008

managing director:

remuneration    3.26  4.17 

Pension  0.05  0.05 

Bonus  -    -   

other remuneration  0.31  0.25 

total compensation paid to managing director  3.61  4.47 

Other key management:

remuneration  9.65  10.49 

Pension  0.21  0.21 

Bonus  -    -   

other remuneration  4.55  5.63 

total compensation paid to other key management  14.40  16.33 

number of managers included  5  5 

executive Chairman:

Consulting allowance to increased oil recovery Ltd/as  4.20  4.20 

total compensation to increased Oil recovery ltd/as  4.20  4.20 

Board of directors  1.28  1.31 

total director and executive remuneration  23.49  26.31 

for further specifications of remuneration to key management, reference is made to note 3 in the parent company accounts.

the managing director is, depending on the circumstances, entitled to severance pay equivalent to three times annual salary.

severance pay agreements (equal to one or two times annual salary) have also been entered into with the following executives in dno international asa: magne normann. 

managing director dno iraq as, tore Lilloe-olsen, Corporate head of exploration and haakon sandborg, Chief financial officer.

the executive Chairman has no bonuses, share options, nor severance pay agreement, and the consulting contract can be terminated with one months notice.

no loans have been granted and no guarantees have been issued for executives, shareholders or directors of the board.

shares and Options held by directors, executives and key management personnel as at 31 december 2009

directors, executives and key management personnel shares Options

Berge g. Larsen, executive Chairman incl. companies controlled by him  45,302,504  -   

trygve Bruvik, non-executive Vice Chairman incl. companies controlled by him  1,399,996  -   

elin Karfjell, Board member  -    -   

marit instanes, Board member  18,228  -   

gunnar hirsti, Board member  -    -   

helge eide, managing director  1,600,000  -   

tore Lilloe-olsen, Corporate head of exploration  51,000  -   

haakon sandborg, Chief financial officer  -    -   

magne normann, managing director dno iraq as  1,621,996  -   

sven erik Lie, managing director dno Yemen as  -    -   

total 49,993,724  -   

auditors' fees

nOK mill (excluding Vat) 2009 2008

auditors' fee  2.42  2.45 

other financial auditing  0.08  0.10 

tax advisory services  0.24  0.08 

other advisory services  0.05  0.01 

total fees  2.78  2.64 
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 Years ended 31 december 

nOK mill 2009 2008

exploration expenses (g&g and field surveys)  -52.9  -195.7 

seismic costs  -32.6  -   

exploration costs capitalised in previous years carried to cost  -    -7.6 

exploration costs capitalised this year carried to cost  -56.2  -150.7 

impairment of capitalised exploration costs -  -   

other exploration cost expensed  -14.1  -2.9 

total exploration cost expensed  -155.8  -356.8

seismic studies have been performed in Yemen (noK 21.7 million) and in mozambique (noK 10.9 million) in 2009. in addition, there has been field studies and geology work 
in all business segments.

exploration costs expensed in 2009 include dry well costs related to raoq#1s (Block 53) and harad#1 (Block 52) in Yemen with noK 44 million and noK 18 million respec-
tively. in addition, there has been an adjustment for previous year of noK 6 million related to Block 44, reducing the expensed costs. a write-down of noK 8 million related 
to the previously capitalized acquisition cost on Block 84 is included in other exploration costs expensed.

 Years ended 31 december 

nOK mill 2009 2008

interest received  7.1  36.5 

other financial income  59.5  13.9 

interest expense  -113.1  -194.8 

Capitalised interest  -    2.6 

exchange rate gain/(loss), realised items  -2.3  3.6 

exchange rate gain/(loss), unrealised items  39.1  114.1 

fair value gain/(loss) on financial instruments - net 1)  -12.4  38.9 

share of profit/loss from associates  -62.9  83.3 

impairment of financial assets  -8.7  -765.4 

reversal impairment of financial assets  409.2 -

other financial expenses  -108.4  -31.3 

net finance  207.1  -698.7 

the decrease in interest expense is mainly due to lower market interest rates and positive effects of converting bond debt from noK to usd denomination at the end of 
2008.

included in other financial income is gain on sale on shares of noK 32 million. impairment of financial assets relates to available-for-sale shares. reversal of impairment is 
related to the investment in associate. for further details on impairment and reversal of financial assets, see note 10 and 24. included in other financial expences are loss 
on sale of shares (noK 30 million) and interest on the liability related to the Water Purification Project (WPP) in Kurdistan (noK 65 million). 

1) fair value gain/(loss) on financial instruments - net
 Years ended 31 december 

nOK mill 2009 2008

interest rate derivatives  6.3  23.6 

oil price derivatives  -19.4  19.0 

other financial assets at fair value through profit or loss  0.7  -3.8 

fair value gain/(loss) on financial instruments, net  -12.4  38.9 

note 6 || Exploration expenses

note 7 || Net finance
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income tax expense

nOK mill 2009 2008

deferred taxes  -212.7  -48.5 

income taxes payable related to production sharing agreements (Psas) in Yemen  -84.9  -165.5 

total income tax expense  -297.6  -214.0 

reconciliation of the year’s income tax

nOK mill 2009 2008

Profit/(loss) before income tax  28.0  -689.9 

expected income tax according to nominal tax rate (28%)  -7.8  174.9 

taxes paid in kind under Psas exceeding 28%  -47.2  -73.3 

adjustment of previous years  -    -   

adjustment of deferred tax assets not recorded  -322.7  -97.9 

impairment financial assets (reversal of impairment), non deductible for tax purpose  94.7  -214.3 

non-deductible expenses/non-taxable income  -1.5  -6.9 

other items  -13.0  3.4 

total income taxes  -297.6  -214.0 

effective income tax rate 1063.6% -31.0%

taxes charged to equity  -    -   

temporary differences relate to the following items:

tax effect of temporary differences, nOK mill 2009 2008

tangible assets  -92.1  10.8 

other fixed items (receivables, abandonment, etc.)  90.8  49.9 

Losses carried forward  304.3  294.8 

total  302.9  355.6 

deferred tax asset allowance  -397.2  -260.3 

total net deferred taxes  -94.2  95.2 

Capitalised deferred tax assets  -    256.0 

Capitalised deferred tax liabilities  -94.2  -160.8 

for taxes payable related to production sharing agreements (Psas), reference is made to note 1 accounting principles.

the tax losses carry forward of noK 304.3 million as of year end is significantly influenced by historical hedging losses related to oil price contracts in the parent company.
the unused tax losses can be carried forward indefinitely after norwegian tax rules. the subsidiary dno uK Ltd has a tax loss carry forward of approximately £ 10 million.

deferred tax and deferred tax assets are offset within the same tax regime only if the use of group contribution is available.

at year-end 2009, the requirements for recognizing a deferred tax asset according to ias 12 income taxes, were not considered to be satisfied.  a write-down of the de-
ferred tax asset of noK 256 million has been recorded as tax expense in 2009. the tax losses carry forward is intact.

dno has applied for credit deduction (kreditfradrag) for the operations in Kurdistan region of iraq similar as for the operations in Yemen. to date, dno has not received 
confirmation from the authorities on this matter. 

dno is currently subject to several tax audits. see note 19. 

note 8 || Taxes
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Property, plant and equipment

2009 - nOK mill development assets assets in operation total oil & gas prop. Other PP&e  total 

at 1 January 2009

Cost  65.6  4,844.1  4,909.7  20.0  4,929.7 

accumulated impairment  -  -193.7  -193.7  -  -193.7 

accumulated depreciation  -  -1,604.2  -1,604.2  -12.3  -1,616.5 

net book amount  65.6  3,046.2  3,111.8  7.7  3,119.6 

Period ended 31 december 2009

opening net book amount  65.6  3,046.2  3,111.8  7.7  3,119.6 

exchange differences  -11.5  -514.8  -526.3  -0.8  -527.1 

additions  0.5  214.1  214.6  1.1  215.7 

transfers  -  -  -  -  - 

disposals  -  -  -  -  - 

impairment  -  -  -  -  - 

depreciation charge  -  -403.2  -403.2  -2.6  -405.8 

Closing net book amount  54.6  2,342.4  2,397.0  5.4  2,402.4 

at 31 december 2009

Cost  54.6  4,198.2  4,252.8  18.7  4,271.4 

accumulated impairment  -  -193.7  -193.7  -  -193.7 

accumulated depreciation  -  -1,662.1  -1,662.1  -13.2  -1,675.4 

net book amount  54.6  2,342.4  2,397.0  5.4  2,402.4 

depreciation method  uoP  uoP 3-5 years linear

intangible assets

2009 - nOK mill license interest exploration assets  total 

at 1 January 2009

Cost  76.4  524.2  600.5 

accumulated impairment  -4.2  -  -4.2 

accumulated depreciation  -1.0  -  -1.0 

net book amount  71.2  524.2  595.3 

Period ended 31 december 2009

opening net book amount  71.2  524.2  595.3 

exchange differences  -24.5  -93.6  -118.1 

additions  485.0  -28.0  457.1 

transfers  -  -  - 

disposals  -  -60.6  -60.6 

impairment  -  -  - 

depreciation charge  -22.7  -  -22.7 

Closing net book amount  509.0  342.0  851.0 

at 31 december 2009

Cost  535.6  342.0  877.6 

accumulated impairment  -4.2  -  -4.2 

accumulated depreciation  -22.4  -  -22.4 

net book amount  509.0  342.0  851.0 

depreciation method  uoP  uoP 

note 9 || Property, plant and equipment/Intangible assets

depreciation is charged to cost of goods sold in the statement of comprehensive income.
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Property, plant and equipment

2008 - nOK mill development assets assets in operation total oil & gas prop. Other PP&e  total 

at 1 January 2008

Cost  48.1  2,902.3  2,950.4  14.5  2,964.9 

accumulated impairment  -  -  -  -  - 

accumulated depreciation  -  -807.7  -807.7  -8.7  -816.5 

net book amount  48.1  2,094.6  2,142.7  5.8  2,148.4 

Period ended 31 december 2008

opening net book amount  48.1  2,094.6  2,142.7  5.8  2,148.4 

exchange differences  14.1  734.3  748.5  1.1  749.6 

additions  3.4  838.3  841.7  2.8  844.5 

transfers  -  14.8  14.8  -  14.8 

disposals  -  -  -  -0.2  -0.2 

impairment  -  -193.7  -193.7  -  -193.7 

depreciation charge  -  -442.1  -442.1  -1.8  -443.9 

Closing net book amount  65.6  3,046.2  3,111.8  7.7  3,119.6 

at 31 december 2008

Cost  65.6  4,844.1  4,909.7  20.0  4,929.7 

accumulated impairment  -  -193.7  -193.7  -  -193.7 

accumulated depreciation  -  -1,604.2  -1,604.2  -12.3  -1,616.5 

net book amount  65.6  3,046.2  3,111.8  7.7  3,119.6 

depreciation method  uoP  uoP 3-5 years linear

intangible assets

2008 - nOK mill license interest exploration assets  total 

at 1 January 2008

Cost  23.5  60.8  84.3 

accumulated impairment  -  -  - 

accumulated depreciation  -  -  - 

net book amount  23.5  60.8  84.3 

Period ended 31 december 2008

opening net book amount  23.5  60.8  84.3 

exchange differences  10.2  110.8  121.0 

additions  41.6  367.4  409.0 

transfers  -  -14.8  -14.8 

disposals  -  -  - 

impairment  -4.2  -  -4.2 

depreciation charge  -  -  - 

Closing net book amount  71.2  524.2  595.3 

at 31 december 2008

Cost  76.4  524.2  600.5 

accumulated impairment  -4.2  -  -4.2 

accumulated depreciation  -1.0  -  -1.0 

net book amount  71.2  524.2  595.3 

depreciation method  uoP  uoP  

in 2009, provision for water purification project (WPP) in Kurdistan has been capitalized as license interest on the 
tawke license. the WPP is the depreciated over the period of production.
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impairment testing
all assets have been reviewed for impairment as of 31 december 2009. the impairment test compares booked values to values in use. Value in use is calculated as net present 
value (before tax). the test includes the following parameters: discount rate, forward oil price, remaining reserves, future capital expenditures and lifting costs. 

for further information on impairment assessments, see note 24.

Capitalised interest
interest costs on borrowings to finance the construction of property, plant and equipment in the development phase are capitalised.

 in accordance with the production sharing agreements, the production facilities and the operating equipment will be transferred to the authorities when the fields are no longer 
commercial. the producing licenses in Yemen expire in the period 2015 to 2025, Block 53 expire in 2015, Block 32 expire in 2020 and Block 43 expire in 2025, all with the option 
to apply for 5 years extension. 

the tawke license in Kurdistan expires in 2031 (included 5 years extension). 

note 10 || Investment in associate

up to January 2009. dno had a 36.9% interest in det norske oljeselskap asa (detnor). which is a norwegian independent e&P company. det norske oljeselskap asa is 
listed on the oslo stock exchange.

in January 2009. dno sold 11.9% of the shares in detnor. in line with the integration agreement from 2007. and in may 2009 dno further sold 1 million shares. in october 
2009 dno entered into a sale  and purchase agreement with aker asa for the sale of up to 6 million shares in detnor. 1 million of the shares were sold immediately. while 
the remaining 5 million shares were sold on 6 november 2009 after approval from the competition authorities. the sales price was noK 49.90 per share. 

following the sale of 5 million shares in november 2009. dno's shareholding in detnor decreased below 20% and dno no longer had significant influence. the use of 
the equity method thereby ceased with effect from 1 november 2009. the investment was revalued to market price according to ias 28. and classified as available-for-sale 
(afs) from november (see note 11). 

dno's share of loss from associate in 2009 of noK 62.9 million reflects the period January-october.

the following table illustrates summarised financial information of the group's investment in det norske oljeselskap asa:

Share of associate's balance sheet:

 Years ended 31 december  

nOK mill 2009 2008

Current assets  -    922.4 

non-current assets  -    1,006.8 

Current liabilities  -    -156.4 

non-current liabilities  -    -385.3 

net assets  -    1,387.5 

Share of associate's revenue and profit:

 Years ended 31 december  

nOK mill 2009 2008

revenue  45.8  234.4 

Profit/(loss)  -62.9  83.3 

impairment of the investment  -    707.3 

reversal of impairment  409.2  -   

sale of shares 2009  -598.9  -   

share of loss from associate 2009  -62.9  -   

derecognition of associate  -444.9  -   

Carrying amount investment in associate  -    697.5 

note 9 || Property. plant and equipment/Intangible assets continued
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note 11 || Available-for-sale financial assets

note 12 || Financial risk management objectives and policies

available-for-sale financial assets are revalued at fair value (market price. where available) at the end of each period. Changes in fair value are included in other comprehen-
sive income and is presented as valuation reserve under equity.  impairment will be charged to the income statement. while reversal of impairment will be taken through 
other comprehensive income.

 Years ended 31 december  

nOK mill 2009 2008

Beginning of the period  36.8  165.0 

additions*  460.6  -   

sales/reclassifications  -    -15.4 

revaluation surplus/deficit transfer to other comprehensive income  -10.3  -54.7 

reclassification of fair value changes from other comprehensive income  -8.7  -58.1 

end of the period1)  478.4  36.8 

non-current portion  478.4  36.8 

Current portion  -    -   

* additions in 2009 relate to the reclassification of the investment in det norske oljeselskap (detnor) . which previously was classified as investment in associated com-
pany. following detnor's merger with aker exploration in december 2009. dno's shareholding  is 11.66%. see note 10.

impairment charges of noK 3.7 million for the shares in Petrolia drilling and noK 5 million for the shares in rocksource have been recorded in 2009. Previous fair value 
changes included in other comprehensive income have been reversed through profit or loss. for further information on impairment. see note 24.

1) available-for-sale financial assets include the following:
 Years ended 31 december  

nOK mill 2009 2008

listed securities:

 - Petrolia drilling asa  8.9  12.7 

 - rocksource asa  31.6  24.1 

 - det norske oljeselskap asa  437.9  - 

total available-for-sale financial assets  478.4  36.8 

Overview
the group is exposed to a variety of risks from its use of financial instruments. including oil price risk. liquidity risk, currency risk, interest rate risk and credit risk. the group’s 
overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the group’s financial performance. 
the group uses derivative financial instruments to hedge certain risk exposures.

this note presents information about the group’s exposure to each of the above risks. the group’s objectives. policies and processes for measuring and managing risks. and the 
group’s management of capital.

risk management is carried out by a central treasury function (group treasury) under policies approved by the Board of directors. group treasury identifies. evaluates and 
hedges financial risks in close cooperation with the group’s operating units. the Board provides written principles for overall risk management. as well as written policies cover-
ing specific areas. the audit Committee oversees how management monitors compliance with the group’s risk management policies and procedures and reviews the adequacy 
of the risk management framework in relation to the risks faced by the group.

Oil price risk 
oil price fluctuations may have considerable impact on the group’s earnings. dno enters into crude oil derivative contracts to reduce the volatility of the group’s cash flows 
associated with anticipated sales of oil. dno’s main oil price hedging policy is to use hedging instruments (preferrably put options) to meet strategic goals and to support 
execution of annual business plans, by focusing on securing defined cash flow levels through use of such instruments. dno has entered into a put option for 2010 with a strike 
price of usd 40. at 31 december 2009, the market value of the put option was noK 0.8 million.
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nOK mill

at 31 december 2009 less than 3 months 3 to 12 months  1 to 5 years  Over 5 years total

interest bearing loans and borrowings 1,785.3 1,785.3

other liabilities 685.8 685.8

taxes payable

trade and other payables 191.0 191.0

2,662.1

nOK mill

at 31 december 2008 less than 3 months 3 to 12 months  1 to 5 years  Over 5 years total

interest bearing loans and borrowings 54.5 2,052.6 2,107.1

other liabilities 128.9 128.9

taxes payable 7.3 7.3

trade and other payables 388.9 388.9

2,632.2

Currency risk 
dno's corporate commercial revenues are received in usd. the corporate operational costs are in usd, noK and eur. the currency risk of the usd costs is neutralised by 
the usd income. Corporate currency risk is related to the share of non-usd cash flow.

trading in currency instruments is for hedging purposes only, to hedge underlying risk exposure linked to the group’s commercial activities. 

the following table demonstrates the sensitivity to a reasonable possible change in the usd exchange rate, with all other variables held constant, of the group's  profit 
before tax and equity.

increase/decrease in usd rate effect on profit before tax (nOK mill) effect on equity (nOK mill)

2009 -/+ 10%  +/- 29.0  +/- 0.0 

2008 -/+ 10%  +/- 31.9  +/- 0.0 

that is; a reduction in usd rate (weakening vs noK) gives a positive effect on the profit.

the net investment in Yemen ceased in 2009 and a total of noK 26 million was reversed from equity through profit or loss.

interest rate risk 
the group's interest rate risk arises from long-term debt. debt issued at variable rates exposes the group to cash flow interest rate risk. the main objective for interest rate 
risk hedging is to minimise exposure to variability of cash flows arising from changes in interest rates. the group manages its cash flow interest rate risk by using floating-
to-fixed interest rate swaps and by fixed interest loans.

interest rate fixing is considered for large investments that have significant impact on the size of net liabilities. factors such as the expected duration of the investment, its 
projected cash flow and dno’s ability to withstand interest rate fluctuations following the new investment will determine whether the interest rate should be fixed in such 
cases. Lenders may also require interest rate hedging. 

the interest swap agreement for the period 2007-2012 was settled in may 2009. under the agreement, dno received a floating interest rate of 7.215% and paid a fixed inter-
est. noK 6.2 million has been recognised as financial income for the interest rate swap in 2009.

at 31 december 2009, dno has two long-term bond loans that mature in 2012, with fixed interest rates of 7.215% and 6.445% respectively. 

the following table demonstrates the sensitivity to a reasonable possible change in interest rates, with all other variables held constant, of the group's profit before tax and 
equity.

increase/decrease in basis points effect on profit before tax (nOK mill) effect on equity (nOK mill) *

2009 +/- 100  +/- 19.5  +/- 0.0 

2008 +/- 100  +/- 18.5  +/- 0.0 

* adjusted for capitalised interest

note 12 || Financial risk management objectives and policies continued

liquidity risk 
Prudent liquidity risk management implies maintaining sufficient cash and marketable securities. the availability of funding through an adequate amount of commited credit 
facilities and the ability to close out market positions. due to the dynamic nature of the underlying business. group treasury aims to maintain flexibility in funding by keeping 
both commited and uncommited credit lines available.

the tables below summarize the maturity profile of the group’s financial liabilities based on contractual undiscounted cash flows.
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financial instruments by category
set out below is a comparison by category for carrying amounts and fair values of all of the group's financial instruments that are carried in the financial statements. the 
following estimated fair values have been determined by the group, using appropriate market information or accepted valuation methodologies. the carrying amount of 
bank deposits and current interest-bearing liabilities is a reasonable estimate for their fair values. dno's bond loans are listed on the oslo stock exchange. the fair values of 
the bond loans are based on market quotations for these loans.

31 december 2009 31 december 2008

nOK mill notes  Carrying amount  fair value  Carrying amount  fair value 

financial assets

Bank deposits 15 303.4 303.4 176.1 176.1

derivative financial instruments (current) 13  -    -    8.0  8.0 

derivative financial instruments (non-current) 13 0.8 0.8 20.2 20.2

other financial assets at fair value through P&L 15 1.8 1.8 1.1 1.1

available-for-sale investments 11 478.4 478.4 36.8 36.8

investment in associate 10  -    -   697.5 697.5

other financial assets (current) 14 197.2 197.2 174.1 174.1

981.6 981.6 1,113.8 1,113.8

financial liabilities

Current interest-bearing liabilities 17  -    -   54.5 54.5

derivative financial instruments 13  -    -    -    -   

interest-bearing liabilities (non-current) 17 1,785.3 1,207.9 2,052.6 1,976.2

1,785.3 1,207.9 2,107.1 2,030.7

Credit risk 
the group has no significant concentration of credit risk. it has policies in place to ensure that sales are only made to customers with an appropriate credit history. the 
group has one customer in Yemen and one customer in iraq. derivative counterparties and cash transactions are limited to high-credit-quality financial institutions. the 
group has policies that limit the amount of credit exposure to any financial institution. the group has no historic losses on customers. see note 14 for details on trade 
receivables.

underlift recorded to production cost in accordance with the sales method, is assumed to be recovered when export sales commence.

market risk investments
dno is exposed to market risk on investments which are primarily classified as available-for-sale. adjustments to fair value are recognised in other comprehensive income 
until the investment is sold. the group's financial investments are all within the oil and gas sector.

Political risk
dno’s worldwide operations are subject to different levels of political risk. dno seeks to mitigate this risk through balancing the asset portfolio.

export of crude oil from the tawke field commenced on 1 June 2009. the Kurdistan regional government (Krg) suspended all of dno’s operations in Kurdistan on 22 
september and all export halted from this date. all issues regarding the suspension were resolved on 5 october and dno’s rights to its production sharing contracts were 
fully reinstated. until a sales agreement and a payment mechanism for the export is in place. dno will focus on local sales. Krg published dno’s PsCs in January 2010 as a 
response to the federal government’s request to review the contracts. dno has currently no additional  information about the progress in this matter.

it is the opinion of dno that the potential risks associated to our PsCs in the Kurdistan region of iraq and future export of oil are at an acceptable level.

Capital management
the group manages and adjusts its capital structure in light of changes in economic conditions. to maintain or adjust the capital structure, the group may adjust the divi-
dend payment to shareholders, return capital to shareholders, issue new shares, sell assets to reduce debt or other measures.

dno monitors capital on the basis of its book equity ratio. this ratio is calculated as book equity divided by total assets. it is the group's policy that this ratio be 30% or 
higher. as of 31 december 2009, the book equity ratio was 35.9% (2008: 41.3%). 

                                 31 december

nOK mill 2009 2008

total equity 1 578.7 2 122.0

total assets 4 392.4 5 135.5

Book equity ratio 35.9% 41.3%



Financial accounts With nOte disClOsures

52 accounts // dno 2009

2009 - nOK mill notes

assets at fair 
value through 

profit or loss

held to  
maturity  

investments

loans and 
receivables

available  
for sale  

investments

total

financial assets

Bank deposits 15  -    -   303.4  -   303.4

derivative financial instruments (current) 13  -    -    -    -    -   

derivative financial instruments (non-current) 13 0.8  -    -    -   0.8

other financial assets at fair value through P&L 15 1.8  -    -    -   1.8

available-for-sale investments 11 478.4 478.4

trade and other receivables 14  -    -   197.2  -   197.2

2.6  -   500.6 478.4 981.6

2008 - nOK mill notes

assets at fair 
value through 

profit or loss

held to  
maturity  

investments

loans and 
receivables

available  
for sale  

investments

total

financial assets

Bank deposits 15  -    -   176.1  -   176.1

derivative financial instruments (current) 13  8.0  -    -    -   8.0

derivative financial instruments (non-current) 13 20.2  -    -    -   20.2

other financial assets at fair value through P&L 15 1.1  -    -    -   1.1

available-for-sale investments 11  -    -    -   36.8 36.8

trade and other receivables 14  -    -   174.1  -   174.1

29.3  -   350.2 36.8 416.3

2009 - nOK mill notes

liabilities at fair 
value through 

profit or loss

liabilities 
measured at 

amortised cost

non-financial 
liabilities

total

financial liabilities

Current interest-bearing liabilities 17  -    -    -    -   

derivative financial instruments 13  -    -    -    -   

interest-bearing liabilities (non-current) 17  -   1,785.3  -   1,785.3

Provision for other liabilities and charges (current) 18  -    -   57.3 57.3

Provision for other liabilities and charges (non-
current)

18  -    -   685.8 685.8

trade and other payables 20  -    -   191.0 191.0

 -   1,785.3 934.1 2,719.4

2008 - nOK mill notes

liabilities at fair 
value through 

profit or loss

liabilities 
measured at 

amortised cost

non-financial 
liabilities

total

financial liabilities

Current interest-bearing liabilities 17  -    54.5  -   54.5

derivative financial instruments 13  -    -    -    -   

interest-bearing liabilities (non-current) 17  -   2,052.6  -   2,052.6

Provision for other liabilities and charges (current) 18  -    -   220.5 220.5

Provision for other liabilities and charges (non-
current)

18  -    -   128.9 128.9

trade and other payables 20  -    -   388.9 388.9

 -   2,107.1 738.3 2,845.4

note 12 || Financial risk management objectives and policies continued

set out below are carrying values of the group’s financial assets and liabilities sorted by category according to ias 39.
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note 13 || Derivative financial instruments

note 14 || Trade and other receivables

 Years ended 31 december  

nOK mill 2009 2008

non-current assets:

 - oil price swaps/options  0.8  20.2 

 - interest-rate swaps*  -    -   

 - other derivative financial instruments  -    -   

total non-current assets  0.8  20.2 

Current assets:

 - oil price swaps/options  -    -   

 - interest-rate swaps  -    8.0 

 - other derivative financial instruments  -    -   

total current assets  -    8.0

total assets  0.8  28.2 

* the interest-rate swap (irs) with a principal amount of noK 300 million maturing on 12 october 2012, was settled in may 2009. the fixed rate was 7.215%. Changes in fair 
value of the irs during 2009 was noK 6.2 million, recognised as financial income. recognised amounts for derivative financial instruments equal the fair value.

* included in other short-term receivables is working capital related to the participation in oil and gas licenses.

as of 31 december, the ageing analysis of trade receivables is as follows:

nOK mill total neither past due  
nor impaired

Past due but not impaired

<30 days 30-60 days  60-90 days  >120 days 

2009 68.1 - 68.1 - - -

2008 74.4 - 74.4 - - -

trade receivables are non-interest bearing and are generally on 0-30 days terms.

 Years ended 31 december  

nOK mill 2009 2008

trade receivables  68.1  74.4 

Less: provisions for impairment of receivables  -    -   

trade receivables - net  68.1  74.4 

Prepayments  9.4  6.5 

underlift, entitlement method  8.1  13.9 

Vat receivable  3.0  3.4 

other short-term receivables*  108.6  75.9 

total trade and other receivables  197.2  174.1 
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note 15 || Cash, cash equivalents and other short-term financial assets

 Years ended 31 december  

nOK mill 2009 2008

Cash and cash equivalents, non-restricted  297.2  91.2 

Cash and cash equivalents, restricted  6.2  84.9 

total cash and cash equivalents  303.4  176.1 

restricted cash at 31 december 2008 included a margin call amount of noK 80 million deposited with aBg sundal Collier. the margin call was related to option contracts 
on treasury shares. these contracts have been terminated by dno in 2009.

Cash held in currency
         31 december 2009          31 december 2008

nOK mill amount in Currency amount  in nOK amount in Currency amount  in nOK

noK  498.0  498.0  302.9  302.9 

eur  -1.2  -10.1  -0.4  -3.8 

usd  -28.4  -164.3  -17.3  -121.1 

gBP  -2.1  -20.1  -0.2  -1.9 

total cash and cash equivalents  303.4  176.1 

the negative cash balance in usd for 2009 and 2008 is not classified as liability as dno has a bank concentration account system.

shares held-for-trading
through a demerger from rocksource asa in may 2006. dno acquired shares in nordic mining asa. the value of the shares at the time of the demerger was noK 7.3 million.

 Years ended 31 december  

nOK mill 2009 2008

nordic mining asa  1.8  1.1 

Other financial assets at fair value through profit or loss  1.8  1.1 
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note 16 || Equity

share capital

2008 - nOK mill number of shares 
(1000) 

Ordinary shares treasury shares total

at 1 January 2008  904,856  226.2  -4.7  221.5 

treasury shares purchased/sold  -  -  3.7  3.7 

share issues  -  -  -  - 

at 31 december 2008  904,856  226.2  -1.0  225.2 

2009 - nOK mill number of shares 
(1000) 

Ordinary shares treasury shares total

at 1 January 2009  904,856  226.2  -1.0  225.2 

treasury shares purchased/sold  -  -  -11.5  -11.5 

share issues  -  -  -  - 

at 31 december 2009  904,856  226.2  -12.5  213.7 

the total number of ordinary shares is 904.856.912 shares with a par value of noK 0.25 per share. all issued shares are fully paid. all shares have equal voting and dividend 
rights.

the Board of directors has been authorised by the annual general meeting to increase the Company’s share capital by up to noK 20.000.000 by issuing up to 80.000.000 
shares with a face value of noK 0.25, at a price and other subscription terms to be stipulated by the Board. the authorisation also covers a capital increase against contribu-
tions in kind, including in connection with mergers, and was given for two years from the date of the general meeting.

the Company's Board of directors has been authorised by the annual general meeting to acquire treasury shares within the framework of the Public Limiteds Companies act. 
the authorisation may be used to acquire up to 80.000.000 treasury shares within a price range of noK 1 to noK 200 per share. the authorisation is valid for a period of 18 
months from the date of the general meeting. at 31 december 2009, the Company held 50.000.000 treasury shares. in addition, the Board of directors has been authorised 
by the annual general meeting to issue a convertible loan limited to noK 2.000.000.000 with a maximum capital increase of noK 40.000.000. the authorisation is valid for 
two years from the date of the annual general meeting.

Purchases and sales of treasury shares are made when the Board of directors regard the transaction to be favourable for the shareholders.  

the Company's shareholders at 31 december 2009 shares % interest

Pershing nominees Limited  90,578,618 10.60%

Kas depository trust Company  45,410,861 5.31%

Larsen oil & gas as*  45,263,220 5.29%

JP morgan Chase Bank, nominee account  29,549,244 3.46%

JP morgan Chase Bank, nominee account  25,320,551 2.96%

Clearstream Banking s.a  19,501,864 2.28%

JP morgan Chase Bank Luxembourg s.a  15,540,000 1.82%

nordnet Bank aB  13,959,426 1.63%

Bank of new York mellon s.a/n.V  11,162,000 1.31%

euroclear Bank s.a/n.V  11,157,977 1.31%

hsBC Bank PLC  9,808,712 1.15%

dnB nor Bank asa  8,963,997 1.05%

avanza Bank aB  8,538,200 1.00%

nordea Bank denmark as  8,197,365 0.96%

state street Bank & trust Co  8,154,803 0.95%

danske Bank a/s  6,859,352 0.80%

state street Bank and trust Co  6,782,634 0.79%

Ø.h. holding as  6,256,000 0.73%

rBC dexia investor services Bank  6,058,870 0.71%

six sis ag 25PCt  5,831,551 0.68%

other shareholders  471,961,667 55.21%

total number of shares excluding treasury shares  854,856,912 

treasury shares at 31 december 2009  50,000,000 

total number of shares including treasury shares  904,856,912 

* Company controlled by Berge g. Larsen, excecutive Chairman

no ordinary or extraordinary dividend has been distributed in 2009. no dividend has been proposed for 2009.
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note 17 || Interest-bearing liabilities

fair value  Carrying amount 

nOK mill ticker 
Ose

Cur-
rency

amount interest maturity effective interest 
rate 2009

2009 2008 2009 2008

non-current interest-bearing bonds:

Bond loan (isin no0010226574) dno03 noK  25.5 niBor + 3.5% 01-06-09 7.07%  -    26.4  -    25.5 

Bond loan (isin no0010226582) dno04 noK  29.0 fixed 7.9% 01-06-09 7.97%  -    30.1  -    29.0 

Bond loan (isin no0010270523) dno05 usd  85.0 LiBor + 3.5% 06-06-12 4.50%  316.8  523.5  491.0  594.9 

Bond loan (isin no0010283732) dno07 noK  177.0 fixed 7.215% 12-10-12 7.32%  111.5  149.1  177.0  177.0 

Bond loan (isin no0010283724) dno06 noK  286.0 niBor + 3.5% 12-10-12 6.53%  187.3  256.7  286.0  286.0 

Bond loan (isin no0010302649) dno08 noK  49.0 niBor + 2.5% 02-03-11 5.29%  35.1  46.7  49.0  51.0 

Bond loan (isin no0010478027) dno12 usd  41.8 LiBor + 4.0% 12-10-12 6.53%  241.5  292.6  241.5  292.6 

Bond loan (isin no0010478019) dno11 usd  62.4 fixed 6.445% 12-10-12 5.10%  228.9  436.7  360.5  436.7 

Bond loan (isin no0010478001) dno10 usd  35.6 LiBor + 3.0% 02-03-11 3.93%  112.1  249.2  205.7  249.2 

Borrowing issue costs  -25.3  -34.7  -25.3  -34.7 

total interest-bearing bonds  1,207.9  1,976.2  1,785.3  2,107.1 

in June 2009, dno made a repayment of the loans dno03 and dno04 with noK 54.5 million.

in november 2009, dno made a buy-back of noK 2 million of the bond loan dno08. the buy-back was made at a rate of 72% of par value. the gain has been recorded as 
financial income.

on 8 december 2008, dno made an exchange of parts of the loans dno06, dno07 and dno08 from noK to usd. three new bond loans were issued with the same loan 
structure as dno06, dno07 and dno08, but with usd currency and a corresponding additional margin of 0.5 per cent. the change of currency was made for foreign 
exchange risk management purposes.

there is one covenant related to the different bond loans, which requires that net interest-bearing debt should not exceed three times the booked equity.  at 31 december 
2009, dno satisfies all loan agreement requirements.

there are no commitments related to further drawdown on the bond loans.

the revolving credit facility of noK 100 million with dnB nor Bank asa was not renewed in october 2009. the facility was undrawn and has not been used by dno.

the maturity of interest-bearing liabilities is as follows:

 Years ended 31 december  

nOK mill 2009 2008

0 - 12 months  -    54.5 

Between 1 and 2 years  254.7  -   

Between 2 and 5 years  1,530.6  2,052.6 

over 5 years  -    -   

total interest-bearing liabilities  1,785.3  2,107.1 

the carrying amounts of the Group's interest-bearing liabilities are denominated in the following currencies:

 Years ended 31 december  

nOK mill 2009 2008

noK  505.7  559.8 

usd  1,279.6  1,547.3 

total interest-bearing liabilities  1,785.3  2,107.1 
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note 18 || Provisions for other liabilities and charges

 Years ended 31 december  

nOK mill 2009 2008

non-current

asset retirement obligations*  14.9 14.9

other long-term obligations**  670.9  114.0 

total non-current provisions for other liabilities and charges  685.8  128.9 

Current

Withholding tax  -    -   

Provisions. derivative contracts treasury shares  -    158.0 

other provisions and charges  57.3  62.5 

total current provisions for other liabilities and charges  57.3  220.5 

total provisions for other liabilities and charges  743.2  349.4 

*asset retirement obligations (aros) are related to future well closure. decommissioning and removal expenditures for oil installations in uK and Kurdistan. the obligations 
are imposed and defined by national and international legal requirements. no significant removal costs are expected in connection with the on-shore activity in Yemen. 
in accordance with the production sharing agreements. the production facilities and the operating equipment will be transferred to the authorities when the fields are no 
longer commercial.

** included in other long-term obligations is provision for Water Purification Project (WPP) in Kurdistan. the WPP is capitalized and depreciated over field life. the WPP 
liability will not be payable until export revenues have been received by dno. the monthly installments are contingent on defined gross revenue levels and will be fully 
recovered through cost oil.

on 27 october 2009. dno exercised a call option to purchase 40.000.000 shares. the liability of noK 129.8 million related to a written put option was reversed at the same 
time. dno has no option contracts on treasury shares at 31 december 2009.

forward contracts and written put options are recognised as liabilities with a corresponding adjustment to equity. option premiums received are recognised directly in equity.

nOK mill asset retirem. 
obligation

Other non-current Prov. treasury 
shares 

Other current total

Balance at 1 January 2008  2.1  14.2  197.2  63.3  276.9 

Charged to consolidated income statement:

 - additional provisions  12.8  -  4.0  -0.8  16.0 

 - unused amounts reversed or reclassified  -  -  -3.6  -  -3.6 

Charged to equity:  

 - additional provisions  -  -  154.0  -  154.0 

 - unused amounts reversed  -  -  -193.6  -  -193.6 

 - Contracts exercised  -  -  -  -  - 

exchange differences  -  -  -  -  - 

incurred and charged against the provision during the period  -  99.7  -  -  99.7 

Balance at 31 december 2008  14.9  114.0  158.0  62.5  349.4 

Charged to consolidated income statement:

 - additional provisions  1.4  570.0  -  13.2  584.7 

 - unused amounts reversed or reclassified  -1.5  -  -4.0  -18.4  -23.8 

Charged to equity:

 - additional provisions  -  -  -  -  - 

 - unused amounts reversed  -  -  -154.0  -  -154.0 

 - Contracts exercised  -  -  -  -  - 

exchange differences  -  -  -  -  - 

incurred and charged against the provision during the period  -  -13.1  -  -  -13.1 

Balance at 31 december 2009  14.9  670.9  -  57.3  743.2 
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note 19 || Commitments and contingencies

note 20 || Trade and other payables

 Years ended 31 december  

nOK mill 2009 2008

trade creditors  8.2  6.1 

Public duties payable  6.0  5.7 

Prepayment from customers  0.9  1.3 

other accrued expenses  176.0  375.8 

total trade and other payables  191.0  388.9 

other accrued expenses include provision for the potential liability and legal costs related to the ongoing arbitration proceedings. see note 25 for further information on 
arbitration. other accrued expenses also include working capital related to participation in oil and gas licenses. 

terms and conditions of the above financial liabilities:

trade payables are non-interest bearing and are normally settled on 30 to 60 day terms. other payables are non-interest bearing and have an average term of one to two 
months.

a) lease obligations
dno rents the premises at stranden 1, aker Brygge. the annual rent is noK 5.2 million and the agreement expires 30 June 2014.

dno also rents office premises in Bergen, annual rent is noK 2.4 million. the rent agreement expires in 2011.

b) legal disputes
as reported to the market. dno is involved in arbitration proceedings related to certain third party interests in the Kurdistan region of iraq. Both parties have filed their final 
submissions in January regarding damages based on work undertaken by their respective third party experts. the claimants' submission for damages is approximately usd 
144 million, while dno has responded that the damages should be at a level of usd 0 to 12 million. the arbitration proceedings have continued with a hearing in late febru-
ary and a final ruling with respect to possible compensation for damages is expected during may 2010. Based on work and advice undertaken by internationally acknowl-
edged third party experts. dno has made a provision for potential liability relating to the arbitration in the financial statements for 2009. see note 25 for further details.

c) Contractual obligations/license commitments (nOK million) 2010

drilling and exploration 275.4

field development 81.6

total contractual obligations/license commitments related to future investments 357.0

d) Guarantees at 31 december 2009
dno has issued a guarantee of noK 0.9 million related to the rented premises at aker Brygge. in addition, parent company guarantees have been issued to the Kurdistan 
regional government and the ministry of oil and minerals Yemen for Psa obligations. the parent company guarantees that it shall make available to the subsidiaries dno 
Yemen as and dno iraq as, the financial and technical resources necessary for them to fulfill their obligations according to the Psas. 

e) liability for damages/insurance
the group's operations involves risk for damages, including pollution. installations and operations are covered by an operations insurance policy.

f) Other
Tax audits
the parent company is subject to ongoing tax audits by the norwegian irs for the period 1996 - 2004 and for the period 2006 - 2008. the Board expects no material ef-
fects from the audits.

Asset retirement obligation - Kurdistan
according to the PsC for the tawke field, dno has a commitment for future decommisioning and site restoration at the end of the license period. the obligation is estimated 
to usd 10 million (undiscounted).
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 Years ended 31 december  

nOK mill 2009 2008

net profit attributable to ordinary equity holders of the parent  -269.6  -903.9 

Weighted average number of ordinary shares (excluding treasury shares)  854.9  885.9 

Effect of dilution:

options  -    -   

Weighted average number of ordinary shares (excluding treasury shares) adjusted for the effect of dilution  854.9  885.9 

earnings per share, basic -0.31 -1.02

earnings per share, diluted -0.31 -1.02

Basic earnings per share is calculated by dividing the profit attributable to equity holders by the weighted average number of ordinary shares in issue during the period. 
excluding ordinary shares purchased and held as treasury shares.

diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding to assume conversion of all dilutive potential ordinary 
shares. 

nOK mill Business address  Ownership and voting interest (in %)  share capital 

dno Yemen as oslo  100.0  291.0 

dno uK Ltd London  100.0  0.0 

dno invest as oslo  100.0 8.0 

dno iraq as oslo  100.0  0.6 

note 21 || Earnings per share

note 22 || Group companies
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the following table provides details of the group’s related party transactions in 2009.  see also note 5 on remuneration.

 Years ended 31 december  

related party (nOK mill) transaction 2009 2008

increased oil recovery Ltd Business development sub lease of dno London office  
(terminated in 2009)

 0.8  1.0 

increased oil recovery as/Ltd Project consulting agreement  4.2  4.2 

Kver as Bergen representative office - rent/administration agreement  2.4  4.6 

other Coverage of legal costs of tax audit  5.7  3.7 

 13.1  13.5 

description of transactions with related parties:
increased Oil recovery as (iOr as) - related party

at 31 december 2009, Berge g. Larsen indirectly holds approximately 25% ownership interest in increased oil recovery as, and 49% is owned by  a closely related party to 
Berge g. Larsen, dno has a consultancy agreement with ior as.  

ior Ltd/as provides dno with business development project consulting services. for 2008 and 2009 the fees have been accrued for, but not paid. at 31 december 2009 the 
total outstanding amount is noK 16.8 million, covering the period 2006-2009.

Kver as - Closely related party

Berge g. Larsen indirectly owns 51% of Kver as.  dno has an administrative agreement with the company. under the agreement dno pays a share of the office lease. iCt 
expenses and secretarial and travel expenses in Bergen. the 2008 number includes office rent for fourth quarter 2007 and price regulations for the period 2006-2007. the 
office lease agreement expires in 2011.

increased Oil recovery ltd (iOr ltd) - related party

Berge g. Larsen is part time employed by increased oil recovery Ltd (ior Ltd) and holds an indirect ownership of 32% in the company. sub lease of the dno London office 
was paid through ior Ltd. ior Ltd received a 5% handling fee for administration of the office agreement. the sub lease was terminated in 2009.

dove energy inc. - network party

Berge g. Larsen indirectly owns a minority interest in independent oilfield rentals (ior) Ltd which owns dove energy inc. dove is operator of Block 53 in Yemen and was 
operator of Block 6 in syria where dno was a partner.

Other

Coverage of legal costs of tax audit relates to costs incurred by dno. dno companies and companies associated with key personnel in dno, in which dno pays costs await-
ing a conclusion from the tax authorities. a final settlement will be made when the case is closed. dno has claimed skatt Vest for reimbursement of incurred legal costs due 
to breach of confidentiality of the tax legislation.in addition to the above mentioned transactions, there are also transactions between group companies. 

overhead expenses in the parent company dno international asa, are allocated to the subsidiaries based on how much they have used the services provided by the parent 
company.

note 23 || Related party disclosures
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note 24 || Impairment assessments

note 25 || Significant transactions in 2009 and Events after the balance sheet date

dno has performed impairment tests for its assets at year-end 2009, according to ias 36 impairment of assets. ias 36.9 requires that an entity shall assess at each reporting 
date whether there is any indication that an asset may be impaired. if such indications exists, the recoverable amount of the asset shall be estimated. 

oil and gas assets have been assessed for impairment at 31 december 2009. Booked values of the oil and gas assets has been compared to expected cash flows from the 
assets (value in use) calculated as the net present value (before tax) of the assets. dno has defined field level as the lowest level where separate cash flows can be identified. 
field level is thereby the aggregation level for depreciation purposes, and also when assessing impairment. net present value per field is calculated by discounting the future 
cash flows and comparing them to the booked value. the following assumptions have been used in calculating net present value; the oil price is based on the forward curve for 
Brent as of 31 december 2009, adjusted for any discounts in oil quality applicable to each field. the pre-tax discount rate used is based on dno’s WaCC (Weighted average 
Cost of Capital) where 19% (2008: 12.1%) has been used for the assets in Yemen and 26.7% has been used for the Kurdistan assets. the current situation in Kurdistan is the main 
reason for using a higher discount rate for these assets. Based on these assumptions no impairment is necessary for the producing blocks in Yemen or Kurdistan. a sensitivity 
analysis shows that an decrease in oil price of 10% would result in an impairment charge of noK 110 million for the producing assets. if expectations with regards to timing of 
cash flows are not met, this could also result in an impairment.

in Block 84 in Yemen, a signature bonus of usd 1.4 million was capitalized as acquisition cost. due to uncertainty about further work on this license as the Psa is still not rati-
fied, the signature bonus is most likely to be payable. the previously capitalized acquisition cost in Block 84 of noK 8 million has been written off as exploration cost in 2009. in 
addition, there has been an adjustment for previous year of noK 6 million related to Block 44.

the shares in Petrolia drilling asa and rocksource asa are classified as available-for-sale, with changes in fair value included in other comprehensive income. in line with 
dno’s accounting principles, an impairment loss will be recorded when there has been a significant or prolonged decline in fair value. fair value of these shares is the share 
price on the oslo stock exchange. a decline in the share price of Petrolia drilling asa has led to an impairment loss of noK 3.7 million for 2009. an impairment loss of noK 5 
million related to the shares in rocksource asa has also been recorded. the fair value changes previously recorded in other comprehensive income are reversed through profit 
or loss when accounting for impairment. a possible future reversal of these impairment losses is taken through other comprehensive income.

dno international asa has unused tax losses which can be carried forward indefinitely under norwegian tax rules. at year-end 2009, the requirements for recognizing a de-
ferred tax asset according to ias 12 income taxes, were not considered to be satisfied. a non-cash write-down of the deferred tax asset of  noK 256 million has been recorded 
in 2009 as tax expense. the unused tax losses remain intact as the write-down is an accounting adjustment.

significant transactions in 2009

assignment of license interests - Kurdistan region of iraq
on 31 march 2009, the Kurdistan regional government (Krg), dno international asa and other parties signed an agreement concerning assignment of working interests in 
the tawke, dohuk and erbil licenses in Kurdistan. under the agreement, the Krg reduced its working interest position in the tawke license from 45%  to 20% by assignment of 
25% working interest in the license to new third party license partners. the Krg also reduced its working interest position in the dohuk and erbil licenses from 60% to 20% by 
assignment of 40% working interest in each license to new third party license partners. 

under the assignment agreement, dno’s paying interest in the tawke license was reduced from 100% to 75% and its paying interest in the dohuk and erbil licenses was reduced 
from 100% to 60%. as part of the assignment agreement, dno received approximately usd 11 million from the new license partners in refund of its capital expenditures on the 
dohuk and erbil licenses in 2008. this amount, together with refunds applicable to capital expenditures in the first quarter 2009, was received by dno in the second quarter of 
2009.      
    
tawke field in Kurdistan region of iraq
the export of crude oil from the tawke field commenced 1 June and proved deliveries in line with the design capacity of the facilities. the total export revenues of approximately 
noK 850 million in the period 1 June to 22 september, were recorded based on estimates on a net entitlement basis, with estimated oil prices and applicable discounts, in accor-
dance with the production sharing contract (PsC). a corresponding receivable were recorded based on dno’s rights to full settlement for its share of such revenues in line with 
the PsC.

the Kurdistan regional government (Krg) suspended all of dno’s operations in Kurdistan region of iraq on 22 september and the export halted from this date. all issues 
regarding the suspension were resolved on 5 october and dno’s rights to its production sharing contracts were fully reinstated. until a sales agreement and a payment mecha-
nism for the export is in place, dno will focus on local sales. 

since no signed sales agreement nor any payments have been received, the criteria for revenue recognition according to ifrs are not considered to be satisfied at year-end 
2009. the revenues recorded in the second and third quarter have therefore been reversed and the quarterly figures restated. the produced oil has been transferred to custom-
ers and dno is entitled to its share of oil produced according to the PsC and evidenced by delivery confirmations from north oil Company (noC). Production costs (lifting 
costs and depreciation costs) of noK 143 million have been capitalized as inventory and will be charged as cost of goods sold when revenues can be recognized.

arbitration proceedings
dno iraq as (dnoi), a subsidiary of dno international asa (dno) is involved in arbitration proceedings related to certain third party interests in Kurdistan. such third parties 
were not approved to be part of nor have any rights in the Production sharing Contracts (PsC) signed by dnoi following the reviews which were completed in march 2008.

dnoi has rejected the basis for any claims from such third parties, which could relate to up to 10 % beyond dno’s interest in the PsC. the first part of the arbitration ruled the 
right to seek compensation for damages from dnoi. the arbitration proceedings are therefore continuing and a final award with respect to possible compensation for damages 
is expected during may 2010. the claimants’ submission is usd 144 million. dno has retained the internationally acknowledged experts nera uK Ltd and Beicip franlab, and 
the conclusion from these experts is considered by the corporate management and the Board of directors to represent the best estimate for the potential damages. Conse-
quently a provision of usd 12 million has been recorded in the financial statements at 31 december 2009. however, as is the case for any arbitration proceedings, there is a high 
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degree of uncertainty as to the final outcome. the range of the parties’ submissions related to the arbitration proceedings has been presented in stock exchange disclosures by 
dno. should the final outcome of the arbitration differ from the recorded provision, this may affect the financial statements accordingly.

investment in det norske oljeselskap asa
on 7 January 2009, dno sold 11.9% of its shares in the associated company det norske oljeselskap asa (detnor). the sale was according to the integration agreement from 
october 2007. after the sale dno held 25% of the shares in det norske oljeselskap asa. the transaction provided noK 250 million in cash. on 20 may 2009, dno further sold 1 
million shares in detnor. on 12 october 2009, dno entered into a sale and purchase agreement with aker asa for the sale of up to 6 million shares in detnor. 1 million of the 
shares were sold immediately, while the remaining 5 million shares were sold on 6 november 2009 after approval by the competition authorities. the sales price was noK 49.90 
per share. 

following the sale of the 5 million shares, dno’ shareholding decreased below 20% and dno no longer had significant influence. the investment has been reclassified as avail-
able for sale investment with changes in fair value through other comprehensive income. dno’s shareholding following detnor’s merger with aker exploration in december 
2009 is 11.66%.

net gain on detnor transactions in 2009 is noK 363 million and includes net gain on sale of shares, reversal of impairment, share of profit or loss from associate and derecog-
nition of associated company. fair value loss of noK 22.8 million at 31 december 2009 is charged against other comprehensive income.

Økokrim investigation
as reported to the oslo stock exchange on 9 october, the norwegian national authority for investigation and Prosecution of economic and environmental Crime (Økokrim). 
published a notice saying that transactions in dno which among other parties involved the Krg, would be investigated. dno will proactively assist Økokrim in these investiga-
tions to resolve any legal issues.

exercise of call option
on 27 october 2009 dno exercised a call option to purchase 40 million treasury shares at a price of noK 3.25 per share. the liability of noK 129.8 million related to a written-
put option was reversed at the same time. following this transaction. dno holds 50 million treasury shares.

events after the balance sheet date

Ongoing exploration drilling in Yemen
the nabrajah #10s/s2 well in Block 43 was completed in January 2010 and brought on stream for clean-up and test production. after finishing the pilot hole, the well was 
drilled as a horizontal well of about 1000 meters in the shuqra formation which is believed to be the producing formation in nabrajah #5. the well has confirmed movable oil 
186 m vertically deeper than nabrajah #5 and opens up for improved recovery from this formation. Work will be undertaken to further evaluate the results from the nabrajah 
#10s/s2 well and its impact on estimated reserves and production potential.

testing of well in Kurdistan region of iraq
the sindi-1 rig was mobilized and moved to the erbil PsC during January 2010 to undertake testing of the, erbil #2 well. the well testing operation was completed in march. a 
total of 5 tests were performed, and only the shallowest reservoir formation tested oil. the flow rate from this test was in the order of 200-300 bopd. the oil appears to be of 
heavy quality (16 aPi) and similar to the oil produced during a test in the equivalent formation in hawler #1. the well is temporarily suspended. the results from the tests are 
currently evaluated to clarify the resource potential of the Benenan structure. an appraisal report will be presented this summer.

sale of treasury shares
in march 2010, dno sold all its treasury shares, providing the Company with noK 367 million in cash. 

note 25 || Significant transactions in 2009 and Events after the balance sheet date continued
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note 26 || Working interest proven and probable reserves and resources1 after royalty 
(unaudited)

million boe nOrthern eurOPe Yemen Kurdistan afriCa dnO GrOuP

reserves resources reserves resources reserves resources reserves resources reserves resources total

1 January 2008  -    -    9.51  3.50  142.32  -    -    1.46  151.80  5.00  156.80 

discoveries. additions and extensions  -    -    -    1.84  -    1.13  -    -    -    2.97  2.97 

acquisition of reserves/resources  -    -    -    -    -    -    -    -    -    -    -   

divestment of reserves/ resources  -    -    -    -    -    -    -    -    -    -    -   

revision of previous estimates  -    10.04  3.38  -2.25  13.10  -    -    -    16.48  7.79  24.27 

other  -    -    -    -    -    -    -    -    -    -    -   

Year 2008 production  -    -    -3.41  -    -2.25  -    -    -    -5.67  -    -5.67 

31 december 2008  -    10.04  9.48  3.09  153.17  1.13  -    1.46  162.61  15.75  178.37 

discoveries. additions and extensions  -    -    -    -    -    4.66  -    -    -    4.66  4.66 

acquisition of reserves/resources  -    -    -    -    -    -    -    -    -    -    -   

divestment of reserves/ resources  -    -    -    -    -    -    -    -    -    -    -   

revision of previous estimates2  -    -    3.28  2.98  -8.64  -    -    -    -5.36  2.98  -2.38 

other  -    -    -    -    -    -    -    -    -    -   

Year 2009 production  -    -    -2.83  -    -5.02  -    -    -    -7.85  -    -7.85 

total reserves and resources  
31 december 2009

 -    10.04  9.93  6.07  139.51  5.78  -    1.46  149.40  23.38  172.79 

nOrthern eurOPe Yemen Kurdistan afriCa dnO GrOuP

million boe reserves reserves reserves reserves reserves

31 december 2008  -    6.2  57.6  -    63.8 

31 december 2009  -   6.1 50.3  -   56.4

1) reserves according to annual statement of reserves released 21 april 2010, classification as in norwegian Petroleum directorate class 1-3. resources corresponds to class 4, 
5 and 7 in nPd definitions. the figures represent best estimate (P50 base case). 

as discussed above in the accounting principles, estimation of oil and gas reserves and resources involves uncertainty. the figures above represent management’s opinion of 
the most likely quantity of economically recoverable oil and gas estimated at year end 2009, given the information at time of reporting. the estimates have a large spread 
especially in fields where we have limited data. the uncertainty will be reduced as more information becomes available through production history and reservoir information. 
in addition, for fields in the decline phase with limited remaining volumes, fluctuations in oil prices will have a significant impact on the profitability and hence the economic 
cut-off time for production from the fields.

in Yemen, revision of previous estimates includes minor changes in the producing fields (Block 32 and Block 53) mainly related to delayed economic cut-off due to higher 
oil price prognisis compared to last year and modified decline rates. in Block 43, results from a well targeting the deep formations in nabrajah is being evaluated at the time 
of reporting. the preliminary results confirms the volumes assumed in last years reporting. the estimated resources in the sharnah/Yaleen discovery in Block 47 have been 
increased in 2009 based on new information, hereunder 3d seismic acquisition/interpretation and technical evaluations. the plan is to drill two wells on this block in 2010. 

2) at the tawke PsC in Kurdistan region of iraq, the revision relates to a recalculation of dno’s share of the recoverable gross reserves. dno’s working interest share will 
change over time due to the cost oil/profit oil ratio, and dno’s share is 75% (cost oil) and 68.75% (profit oil) according to the Production sharing Contract.

the discovery at the Benenan structure in the erbil PsC in Kurdistan have been included in 2009 with gross 11.6 million barrels (dno share 4.6 mboe) and classified as under 
evaluation (class 7) pending new data from the erbil #2 well currently being tested.

the iCe forward curve for Brent Blend at 31 december 2009, adjusted for quality differences has been used as basis for calculation of the economical remaining reserves.

Working interest share in Yemen and Kurdistan region of iraq includes dno’s share of cost oil resulting from carried interests. 

the production figures includes diesel used as fuel.

the following table reflects dnO’s net entitlement (after royalty) proven and probable reserves*

net entitlement reserves in Yemen and Kurdistan region of iraq are based on economic evaluations of the Production sharing Contracts and include a volume related to the 
notional tax paid on behalf of the contractors by the government.

*reserves according to nPd class 1-3 only. 
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1 January - 31 december

nOK 1 000 note 2009 2008

Operating revenues

other operating revenues 2  3,092  74,638 

total operating revenues 3,092 74,638

Operating expenses

exploration expenses 44,495 65,941

ordinary depreciation 7 646 352

impairments 7 - 4,762

Payroll and payroll-related expenses 3 45,660 42,497

other operating expenses 4 26,000 43,617

total operating expenses 116,801 157,168

Operating profit /- loss -113,709 -82,530

net finance 5 262,978 -1,260,541

Profit /- loss before taxes 149,269 -1,343,071

income taxes 6  250,000  -   

annual profit /- loss -100,731 -1,343,071

transferred from/to other equity -100,731 -1,343,071

total allocations -100,731 -1,343,071

earnings per share, basic 19 -0.11 -1.48

earnings per share, diluted 19 -0.11 -1.48

Profit and loss statements
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 Balance sheets

assets                                 Per 31 december 

 nOK 1 000 note 2009 2008

fixed assets

intangible assets

deferred tax assets 6  -    250,000 

total intangible assets  -    250,000 

tangible assets

oil and gas fields  59,934  67,291 

other tangible assets  2,510  2,125 

total tangible assets 7  62,444  69,416 

financial assets

shares in subsidiaries 8  1,049,624  1,014,116 

investment in associates 8  -    697,454 

intercompany receivables 20  2,105,711  2,423,920 

other investments 8  437,873  11 

total financial assets  3,593,208  4,135,502 

total fixed assets  3,655,651  4,454,918 

Current assets

trade and other receivables 9  16,196  11,425 

derivative financial instruments 15  756  11,614 

Cash and cash equivalents, non-restricted 10  260,138  54,875 

Cash and cash equivalents, restricted 10  6,498  84,970 

total current assets  283,588  162,884 

tOtal assets  3,939,239  4,617,802 
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shareholders' equity and liabilities  Per 31 december 

nOK 1 000 note 2009 2008

sharehOlders' equitY 

Paid-in capital

share capital  226,214  226,214 

treasury shares -12,500  -1,000

share premium account  32,456  32,456 

other paid-in capital  65,169  181,172 

total paid-in capital  311,339  438,842 

retained earnings

retained earnings  1,252,053  1,352,784 

total retained earnings  1,252,053  1,352,784 

total shareholders' equity 11  1,563,392  1,791,626 

liaBilities

Provisions for liabilities and charges

other liabilities and charges 12  9,812  20,145 

total provision for liabilities and charges  9,812  20,145 

Other long-term liabilities

Long-term interest bearing intercompany debt 20  504,335  603,925 

Bond loans 13  1,785,306  2,052,637 

total other long-term liabilities  2,289,641  2,656,562 

Current liabilities

interest-bearing short-term debt 13  -    54,500 

non-interest bearing short-term debt 14  76,393  94,969 

total current liabilities  76,393  149,469 

total liabilities  2,375,846  2,826,175 

tOtal sharehOlders' equitY and liaBilities  3,939,239  4,617,802 

Collateral 13

guarantees 12

financial instruments 15

oslo, 29 april 2010

 Berge g. Larsen trygve Bruvik elin Karfjell
 Chairman of the Board Vice Chairman      Board member

 marit instanes gunnar hirsti helge eide
 Board member Board member     managing director
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Cash flow statements

nOK 1 000 note 2009 2008

Operating activities

Profit before tax  149,269 -1,343,071

taxes paid 6  -    -   

depreciation and impairment of tangible and intangible assets 7  646  5,114 

impairment/reversal of impairment of financial assets 5 -205,904  1,355,092 

(gain)/loss on sale of operating assets and securities  4,664 -55,493

Changes in net current assets and other accruals  134,201 -162,513

net cash flow (used in)/from operating activities  82,876 -200,872

investing activities

Payments made for investments in oil and gas field 7 -1,535 -12,438

Payments received on disposal of tangible fixed assets  -    30 

Payments made for acquisitions of bonds, securities, stocks and shares  -    -   

Payments received on disposal of bonds, securities, stocks and shares  -    62,401 

net cash flow from other investments and sales  218,620 -318,355

net cash flow (used in)/from investing activities  217,085 -268,362

financing activities

new interest-bearing debt 13  -    -   

repayment of interest-bearing debt 13 -55,861 -50,000

Purchase of treasury shares and options 11 -1,159,595 -1,445,120

sale of treasury shares and options 11  1,032,092  1,451,785 

net cash flow (used in)/from financing activities -183,364 -43,335

effects of change in currency (cash and cash equivalents)  10,194 -31,995

Cash and cash equivalents 1 January  139,845  684,409 

net change in cash and cash equivalents  126,791 -544,563

Cash and cash equivalents 31 december 10  266,636  139,845 

hereof restricted cash and cash equivalents  6,498  84,970 
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note 1 || Accounting principles

General 
the financial statements are presented in accordance with the norwegian 
accounting act and norwegian generally accepted accounting principles. 
the accompanying notes are an integral part of the financial statements.

use of estimates 
the preparation of the financial statements requires management to make 
estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the balance 
sheet dates and the reported amounts of revenue and expense during the 
reported periods. actual results could differ from those estimates.

functional currency
the financial statements are presented in norwegian Kroner (noK). which 
is the functional and presentation currency of the company.

Consolidated financial statements 
the consolidated financial statements of the dno group have been pre-
pared in accordance with international financial reporting standards (ifrs) 
and have been presented separate from the parent company accounts.

investments in subsidiaries and associated companies 
investments in subsidiaries and associated companies are recorded at 
historical cost. 

if  expected discounted future cash flow from the investment is lower 
than the carrying value of the investment. an impairment charge is 
 recorded and a new cost basis of the investment is established.

Valuation and classification of balance sheet items
assets and liabilities linked to the flow of goods are classified as current 
assets and current liabilities. receivables and liabilities not relating to the 
flow of goods are classified as current assets or current liabilities if they are 
short-term. that is normally due within one year. shares and investments 
not intended for permanent ownership are classified as current assets. 

other assets are classified as fixed assets and other liabilities as long-
term liabilities.

shares. bonds. certificates. etc.
shares. bonds. certificates. etc. classified as current assets are valued at the 
lower of their historical cost and market value. other shares classified as 
fixed assets are valued at their cost price and written down in the case of 
permanent and significant decline in value. money market funds are valued 
at fair value.

Cash and Cash equivalents 
Cash and cash equivalents include cash and highly liquid investments with 
insignificant interest rate risk and with original maturities of three months 
or less.

Property. plant & equipment
Property. plant and equipment are carried at cost less accumulated depre-
ciation and impairment charges. Capital lease assets are recorded at the 
present value of future lease obligations or fair value if lower. 

Capitalised costs for oil & gas properties are depreciated using the 
unit-of-production method. the rate of depreciation is equal to the ratio of 
oil and gas production for the period to proved and probable developed 
reserves. in addition to capitalised cost. estimated future investments 
that has been considered in the calculation of the company’s reserves are 

added to the basis for depreciation. for capitalized acquisition costs the 
rate is equal to the ratio of oil and gas production for the period to proved 
and probable reserves.

the company records impairment provisions when the book value of oil 
and gas fields or other assets where separate cash flows can be identified. 
exceeds discounted future expected cash flows. the impairment amount 
is the difference between the book value and the fair value of the asset. 
Capitalised costs relating to production are depreciated under the unit-of-
production method. 

Liabilities relating to the acquisition of license interests for which the 
company has entered into long-term bank financing agreements. are classi-
fied as long-term liabilities.

amortization of capital lease assets is included in “depreciation. deple-
tion and amortization”.

machinery and equipment is depreciated using straight-line method 
based on estimated useful life. estimated useful life varies between 3-5 
years for these assets. 

exploration and development costs for oil and gas properties 
the Company employs the “successful efforts” method to account for 
exploration and development costs. all exploration costs. with the excep-
tion of acquisition costs of licenses and drilling costs of exploration wells. 
are charged to expense as incurred. drilling costs of exploration wells are 
temporarily capitalized pending the evaluation of potential existence of oil 
and gas reserves. if reserves are not found. or if discoveries are assessed 
to not be technically and commercially recoverable. the drilling costs of 
exploration wells are expensed. Costs of acquiring licenses are capitalized. 
and periodically assessed for impairment. all costs of developing commer-
cial oil and/or gas fields are capitalized. Preproduction costs are expensed 
as incurred.

interest expenses and own expenses relating to development projects
interest expenses and own expenses relating to development projects 
are capitalised and depreciated under the unit-of-production method. 
expenses related to financing are capitalised and amortised over the loan 
period.

leases 
Leases that substantially transfer all the risks and rewards of ownership 
to dno (financial leasing) are recognised as assets in PP&e at the present 
value of the minimum lease payments. or if lower. at fair value. the assets 
are amortised according to plan. the instalment part of the lease obligation 
is classified as interest-bearing debt in the balance sheet. the obligation 
is reduced by paid rent after deduction of estimated interest expense. the 
interest expense is recorded as a financial expense. operational leases are 
expensed as incurred.

deferred taxes
deferred taxes are computed according to the liability method. Based 
on the tax rates and tax provisions applicable on the balance sheet date. 
deferred taxes are computed on temporary differences between the carry-
ing amount of the company’s assets and liabilities in the financial state-
ments and the carrying amount of the company’s assets and liabilities for 
tax purposes. deferred tax benefits and deferred tax liabilities in the same 
tax regime are netted in the balance sheet. Capitalisation of deferred tax 
benefit presupposes that future application can be rendered possible.

Pension obligations
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the company records pension schemes according to the norwegian ac-
counting standard for pension costs. the company has contribution plans 
for its employees. for contribution plans. only the contributions paid dur-
ing the period are expensed. 

revenue recognition 
revenue from sale of goods are recorded at the time of delivery. revenue 
from services are recorded when the service has been performed.

maintenance and repairs 
maintenance and repairs are expensed as incurred. significant costs consid-
ered to increase the production capacity or to extend the useful economic 
life of the facilities are capitalized.  

financial instruments, etc.
the company uses various financial instruments to manage its exposure 
to fluctuations in exchange rates. interest rates and commodity price risks. 
instruments meeting hedging criteria are valued together with the hedged 
item (unrealised gains/losses are not recognized). instruments not meeting 
hedging criteria. are valued in separate portfolios at the lower of their his-
torical cost and market value (unrealised losses are expensed). unrealised 
gains are not taken to income.

foreign currency transactions
Cash items denominated in foreign currencies are converted using ex-

change rates on the balance sheet date. realised and unrealised currency 
gains and losses are included in the annual profit (loss). foreign currency 
transactions are recorded using exchange rates on the date of transaction.

Options to the directors of the board and management 
see note 1 accounting principles in the consolidated accounts for informa-
tion regarding options.

allowance for doubtful accounts 
allowances for doubtful accounts are made for foreseeable losses on trade 
receivables.

Contingent gains/losses
according to norwegian accounting standards relating to contingent items. 
provisions are made for contingent losses that are probable and quantifi-
able. while contingent gains are not taken to income.

Cash flow statement
the cash flow statement is based on the indirect method. Cash equivalents 
include bank deposits and liquid funds maturing in less than three months. 

Comparative figures
Comparative figures for previous years are prepared to reflect changes in 
accounting principles and presentation (classification).

note 2 || Other operating revenues

note 3 || Renumeration, severance pay, salaries, options and pensions

nOK 1,000 2009 2008

other operating revenues  3,092  14,792 

gain from sale of license interests1  -    59,846 

total other operating revenues 3,092 74,638

1) gain in 2008 relates to intercompany sale of Block 47 and Block 52 in Yemen from dno international asa to the subsidiary dno Yemen as. 

nOK 1 000 2009 2008

salaries, bonuses, options etc.  43,327  40,583 

employer's payroll tax expense incl. payroll tax on options  7,626  7,590 

Pensions  1,887  2,199 

other personnel costs  2,551  2,292 

reclass, of payroll and payroll-related expenses to exploration and Production   -9,732 -10,168

Payroll and payroll-related expenses  45,660  42,497 

average number of man-labour years 34 31.2

Payroll expenses relating to participation in non-operated licenses are classified as exploration and production costs in the profit and loss statement.

Pensions
dno has a defined contribution scheme for employees in the company. the pension costs in the 2009 accounts are related only to premiums for the employees of the 
company. dno meets the norwegian requirements for mandatory occupational pension ("obligatorisk tjenestepensjon").
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director, executive and key management remuneration (nOK)

remuneration to the directors of the Board 2009 2008

Berge g. Larsen, executive Chairman1  265,000  235,000 

trygve Bruvik, Vice Chairman  240,000  210,000 

elin Karfjell, Board member  240,000  25,000 

marit instanes, Board member  240,000  25,000 

gunnar hirsti, Board member  240,000  25,000 

anders farestveit, former Vice Chairman  -    185,000 

Bjørge gretland, former Board member  -    185,000 

helge eide, managing director and former Board member  50,000  210,000 

total  1,275,000  1,100,000 

hereof, noK 1 225 000 relates to director's fees for dno international asa in 2009.

in 2009, noK 144 000 has been paid as fees for work related to the audit committee and the compensation committee.

1) Consultant fees to increased oil recovery as/Ltd for hire of executive Chairman management services were noK 4.2 million in 2009 

(noK 4.2 million in 2008). no severance pay agreement has been entered into with the executive Chairman.

salary Bonus Pension Other total

helge eide, managing director and executive director  3.25  -    0.05  0.31  3.61 

ivar Brandvold, former Chief operating officer  1.87  -    0.05  0.08  2.00 

tore Lilloe-olsen, Corporate head of exploration  2.09  -    0.05  0.11  2.25 

haakon sandborg, Chief financial officer  1.92  -    0.05  0.11  2.08 

magne normann, managing director dno iraq as  3.74  -    0.05  0.40  4.19 

sven erik Lie, managing director dno Yemen as  0.03  -    -    3.85  3.87 

no loans have been granted and no guarantees have been issued for executives, shareholders or directors.

directors of the Board and key management shares Options

Berge g. Larsen, executive Chairman including companies controlled by him  45,302,504  -   

trygve Bruvik, Vice Chairman including companies controlled by him  1,399,996  -   

elin Karfjell, Board member  -    -   

marit instanes, Board member  18,228  -   

gunnar hirsti, Board member  -    -   

helge eide, managing director and executive director  1,600,000  -   

tore Lilloe-olsen, Corporate head of exploration  51,000  -   

haakon sandborg, Chief financial officer  -    -   

magne normann, managing director dno iraq as  1,621,996  -   

sven erik Lie, managing director dno Yemen as  -    -   

total  49,993,724  -   

except from syntetic options, no options were expensed in 2009.

remuneration to managing director and key management in 2009 (nOK mill)

shares and Options held by directors, executives and key management personell as at 31 december 2009
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all figures are exclusive of Vat (nOK 1,000) 2009 2008

auditors' fee  1,300  1,350 

other financial auditing  78  50 

total auditing fees  1,378  1,400 

other assistance  28  -   

tax assistance  237  38 

total auditors fees  1,643  1,438 

auditors’ fees

declaration regarding determination of salary and other remuneration to the managing director and other senior employees
the management remuneration for 2009 was in accordance with the directions approved by the general meeting in June 2009. annual bonus for 2009 was set to half a 
month’s salary for all employees.

according to the new article in the norwegian act relating to public limited liability companies § 6-16 a, cf § 5-6, third section, the general meeting shall consider the Board’s 
declaration regarding determination of salary and other remuneration to the general manager and senior employees for the coming financial year. the Board will propose the 
following declaration for the annual general meeting to consider:

the Board of directors of dno international asa has since 2003 had a compensation comittee which consider questions related to the compensation to the managing director 
and key management. When determining the methods that shall be used for evaluating the remuneration and possible bonus, options- and other incentiv arrangements, the 
committee shall ensure that the size of the remuneration reflects the duties and responsibilities of the employees, and that the arrangements also shall contribute to the long 
term value added for the company’s shareholders.

fixed salary
no upper or lower limit for the determination of fixed salary to key management, has been set by the Board for the coming financial year, beyond the main principles set out 
above.  

Variable elements
in addition to the fixed salary, the Company has the following arrangements in order to keep management priorities in accordance with goals and strategies, set by the Board;

annual bonus

Bonus arrangements have been in place for several years to ensure priority for important business objectives. the annual bonus is maximised to 3 months salary. target figures 
are partly financial or operational, including hes.

share based bonus scheme

the objective of the scheme is to ensure a continuous high focus on developing value for shareholders, in addition to strenghtening the incentive programme for management 
and resource persons in the company. Payment under the scheme is calculated on the rise in the company’s share price in the bonus period, within specified share price inter-
vals. no shares or ordinary options are granted under this bonus scheme.

total limit for the share based bonus scheme is noK 15.9 million, should the share price equal or exceed noK 9.57 as of 30 June 2010. the threshold for payments under this 
scheme is a share price of noK 7.36. estimated value recognised as of 31 december 2009 is nil. all employees are included in the scheme, including key management as de-
scribed above. all other ordinary bonus payments will be deducted in a possible share based bonus payment.

severance pay agreements
the managing director will be entitled to severance pay corresponding to 3 times his annual remuneration, depending on the circumstances. severance pay agreements (equal 
to one or two times annual salary) have also been entered into with the following key employees in dno international asa: tore Lilloe-olsen. Corporate head of exploration, 
magne normann - managing director dno iraq as and haakon sandborg - Chief financial officer.

note 4 || Other operating expenses

nOK 1,000 2009 2008

Lease expense - buildings and equipment  10,465  6,279 

materials and supplies  9,752  9,749 

travel expenses  2,265  3,321 

Legal expenses  8,658  5,164 

Consultant fees  20,159  29,992 

other general and administrative costs  15,492  22,064 

management fees to group companies -40,790 -32,952

total other operating expenses  26,000  43,617 
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note 5 || Net finance

nOK 1,000 2009 2008

interest received  6,557  35,494 

interest received from group companies  111,958  135,667 

gain on foreign exchange  1,351,596  1,666,107 

reversal of write-down on intercompany receivables  -    10,799 

net gain/-loss on sale of securities -4,536 -4,225

total financial income  1,465,575  1,843,841 

interest expense  8,891 -68,120

interest expense group companies -103,271 -126,498

Loss on foreign exchange -1,279,373 -1,553,618

impairment/ reversal of impairment financial assets  205,904 -1,355,092

other financial expenses -34,748 -1,055

total financial expenses -1,202,597 -3,104,382

net finance 262,978 -1,260,541

note 6 || Taxes

nOK 1,000 2009 2008

taxes payable  -    -   

Change in deferred taxes  250,000  -   

income  taxes  250,000  -   

effective tax rates:

Profit (loss) before taxes 149,269 -1,343,071

expected income tax according to nominal tax rate (28%) 41,795 -376,060

adjustment of deferred tax assets 310,196 28,546

impairment financial assets -103,491 340,648

tax-free gain/loss on sale of shares 1,270 1,183

other items 230  5,683 

total income taxes  250,000 -

effective tax rate (including change in deferred taxes) 167% 0%

the tax effect  of temporary differences and losses carried forward:

Property, plant & equipment -2,081 -303

other fixed items (receivables, abandonment, etc.) -90,787 -49,900

Losses carried forward -304,295 -286,764

total, basis for deferred taxes/(tax assets) -397,162 -336,967

deferred tax asset allowance 397,162 86,967

total deferred taxes/(tax assets) - -250,000

Capitalised deferred tax assets - 250,000

Capitalised deferred tax liabilities -  -   

tax rates effective at 31 december 2009 have been used to calculate deferred taxes. the tax rate is 28% for revenues in norway. Capitalised deferred tax assets relate to 
activities taxable in norway. 

the deferred tax asset is recognised based on identified and available tax planning opportunities. in addition to utilisation of group contribution in future years, this includes 
possible sale of assets, if considered feasible and favourable. 

the tax loss carry forward is noK 304.3 million as of year end 2009. the carrying forward period for the unused losses in norway is indefinite.
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note 7 || Property, plant and equipment

note 8 || Subsidiaries and other investments

note 9 || Trade and other receivables

nOK 1,000 license costs exploration costs Other PP&e total PP&e

Cost 1 January 2009  24,999  47,053  6,054  78,108 

additions 2009  -    504  1,030  1,535 

disposals 2009 -7,861  -    -   -7,861

transfers 2009  -    -    -    -   

Cost 31 december 2009  17,139  47,557  7,084  71,782 

accum, depreciation 1 January 2009  -4,762  -   -3,928 -8,690

depreciation 2009  -    -    -646  -646

impairments 2009  -    -    -    -   

accumulated depreciation disposals  -    -   

disposals and transfers 2009  -    -    -    -   

acc. depr. & impairments 31 december 2009 -4,762  -   -4,575  -9,336

Book value 31 december 2009  12,377  47,557  2,510  62,444 

Book value 31 december 2008  20,238  47,053  2,125  69,416 

exploration costs are capitalized pending the evaluation of potential existence of oil and gas reserves.

other PP&e are depreciated using a linear method based on estimated useful life of 3 to 5 years.

subsidiaries owned by  
dnO international asa

Company's 
business
address

Ownership and
voting interest 

 (in %)

Company's
share capital 

in 1 000

Company's
equity in

nOK 1 000

Company's
proft/(loss) in

nOK 1 000

Book 
value in 

nOK 1 000

dno Yemen as oslo 100% noK 291,000  1,148,870 -74,188 481,000

dno uK Ltd London 100% gBP 0 -162,098 -12,472 -

dno iraq as oslo 100%  noK 600  41,411 -322,730  500,116 

dno invest as oslo 100% noK 8 000  70,237  1,729  68,508 

total 2009  1,098,419 -407,661 1,049,624

Other investments
up to January 2009 dno had a 36.9% interest in det norske oljeselskap asa (detnor). and accounted for the investment using the equity method. in January 2009, dno 
reduced its share down to 25% according to the integration agreement from 2007, and in may 2009 dno further sold 1 million shares. following a sale of 5 million shares in 
november 2009. dno's ownership share was reduced below 20% and the investment was no longer considered as associated company. the remaining shares were mea-
sured at fair value and classified as other investments.

Carrying value of the investment in detnor at 31 december 2009 is noK 437.8 million.

 nOK 1,000 2009 2008

trade receivables  1,143 267

Prepayments and accrued income  8,581 4,681

other current receivables  6,471 6,477

total other current receivables 16,196 11,425
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note 10 || Cash and cash equivalents

note 14 || Current liabilities

note 12 || Guarantees and commitments

note 13 || Interest-bearing liabilities

note 11 || Shareholders equity

 nOK 1,000 2009 2008

Cash and cash equivalents, non-restricted 260,138  54,875  

Cash and cash equivalents, restricted 6,498  84,970  

total cash and cash equivalents 266,636 139,845

included in restricted cash at 31 december 2008 was a margin call amount of noK 80 million deposited with aBg sundal Collier. the margin call was related to option 
contracts on treasury shares. these contracts have been terminated by dno in 2009.

 nOK 1,000 2009 2008

 accounts payable  8,211  6,068 

 Public duties payable  2,813  2,437 

 Provision for loss, financial instruments  -  14,424 

 accrued expenses and other current liabilities   65,369  72,039 

total non-interest-bearing current liabilities  76,393  94,969 

for information regarding guarantees and commitments, see notes 18 and 19 in the consolidated accounts.

see note 17 in the consolidated accounts for information on other interest-bearing liabilities.

nOK 1 000 share 
capital

treasury 
shares, 

number 
(1000)

treasury 
shares, 

amount

share 
premium 

account

Paid-in 
capital, 

treasury 
shares

Other 
paid-in 
equity

total 
other 

paid-in 
capital

Other 
equity

total

shareholders' equity on 1 January 2009 226,214 1,000 -1,000 32,456 1,192,174 -1,011,002 181,172  1,352,784 1,791,626

Purchase of treasury shares including options  -   58,000  -58,000  -    -   -1,101,595 -1,101,595  -    -1,159,595

sale of treasury shares including options  -    -46,500 46,500  -    -   985,592 985,592  -   1,032,092

Profit/(loss) for the year  -    -    -    -    -    -    -    -100,731  -100,731

shareholders' equity on 31 december 2009 226,214 12,500  -12,500 32,456 1,192,174 -1,127,005 65,169 1,252,053 1,563,392

the total number of ordinary shares is 904,856,912 shares with a par value of noK 0.25 per share. all issued shares are fully paid.

for other information regarding the Company's equity and shareholders, see note 16 in the consolidated accounts.
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note 15 || Financial instruments and risk management

note 16 || Health. safety and the environment

note 17 || Related party disclosure

note 19 || Earnings per share

note 20 || Intercompany

note 18 || Contingencies and Events after the balance sheet date

in accordance with ngaaP, financial instruments meeting the hedging criteria are valued together with the hedged item (unrealised losses are not recognised). instruments 
not meeting the hedging criteria, are valued in separate portfolios at the lower of their historical cost and market value (unrealised losses are recognised). unrealised gains 
are not taken to income.

in 2006, dno entered into an oil price put option for 2010 with a strike price of usd 40. the purchase price was noK 11.6 million. market value of the derivative at 31 decem-
ber 2009 was noK 0.8 million, which equals the booked value. 

see notes 12 and 13 in the consolidated accounts for further information on financial instruments and risk management.

the company's activities were carried out in accordance with official requirements relating to the natural environment.

see note 23 in the consolidated accounts for further description of transactions with related parties.

for information regarding earnings per share, reference is made to note 21 in the consolidated accounts.

for more information on contingencies and events after the balance sheet date, see note 25 in the consolidated accounts.

long-term intercompany receivables

nOK 1,000 Currency 2009 2008

dno uK Ltd gBP  -  165,935 

dno iraq as usd  2,098,429  2,218,567 

dno invest as noK  7,282  39,419 

total long-term intercompany receivables  2,105,711  2,423,920 

long-term intercompany debt

nOK 1,000 Currency 2009 2008

dno Yemen as usd  883,830  983,420 

dno Yemen as noK -379,495 -379,495

total long-term intercompany debt  504,335  603,925 

intercompany receivables and debt are interest bearing with an average interest rate charged for 2009 of 5.41% and 8.0% for 2008.

the receivable on dno invest as was impaired by noK 138.5 million in 2008.

the receivable on dno uK Ltd has been impaired by noK 161 million in 2009.
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Auditors report



  dno 2009 // accounts 79

Glossary and definitions

2P/P50
Proven and probable reserves

Basement
the rock underlying the typical oil-bearing or 
oil-generating formations

Boe
Barrels of oil equivalents

Bopd
Barrels of oil per day

Cr
Corporate responsibility

dd&a
depletion, depreciation and amortisation

eBitda
operating profit/(loss) adjusted for depreciation 
and amortisation, impairments and abandon-
ment expenses

eBitdax
eBitda minus exploration cost (including the 
cost of dry wells and impairment of oil and gas 
fields)

fda cost
finding, developing and acquisition cost

finding cost
the amount of money spent per unit (barrel of 
oil) to acquire reserves, includes discoveries, 
acquisitions and revisions to previous reserve 
estimates.

KPi
Key performance indicator

mboe
million barrels of oil equivalent

netback
eBitda adjusted for taxes paid

Possible
reserves which at present cannot be regarded 
as probable, but which are estimated to have a 
significant but less than 50% chance of being 
technically and commercially producible

Probable
reserves which are not yet proven, but which 
are estimated to have a better than 50% chance 
of being technically and commercially producible

Proved
reserves which on the available evidence are vir-
tually certain to be tecnically and commercially 
producible, i.e. have a better than 90% chance of 
being produced.

result of Operations (roO)
a measure of the efficiency of dno’s producing 
assets, result of operations include revenues 
and expenses associated directly with dno’s 
crude oil and gas producing activities.

recycle ratio
netback from roo per barrel divided by finding, 
development and acquisition Cost per barrel.

reserve replacement ratio (rrr)
gross reserve growth divided by Production.

rOaCe
return on average capital employed, net profit/
(loss) adjusted for after tax interest expenses/
average capital employed.

spudding
initiation of drilling operations

tsr
total shareholder return

unit-of-Production depreciation (uoP)
method of depreciation for capital costs, this 
method attempts to match the costs with the 
production those costs are associated with.

unrisked
gross potential reserves (3P) before applying a 
risk factor

Production sharing agreement/ 
Contract (Psa/PsC)
a contractual agreement between a contractor 
and a host government, whereby the contractor 
bears all exploration costs, risks, development 
and production costs in return for a stipulated 
share of the production resulting from this effort.
 
Contractor
an oil company operating in a country under a 
production sharing agreement on behalf of the 
host government for which it receives either a 
share of production or a fee.

Cost oil
the oil (or revenues) used to reimburse the 
contractor for exploration costs, development 
capital costs and operating costs.

Profit oil
Production remaining after royalty and cost 
oil, which is split by the government and the 
contractors according to the Production sharing 
agreement.

Government take
the sum of royalties and governmental share 
of profit oil, including that of a governmentally 
controlled enterprise.

royalty
a fraction of gross oil production, before any 
attribution to cost oil, payable to a governmental 
body.

income taxes payable under Psa
income tax paid by the government on behalf 
of the oil company, the tax is paid out of the 
governments share of profit oil.

Working interest
the percentage interest ownership a company 
(or government) has in a joint venture, partner-
ship or consortium after deducting the royalty 
from gross revenues (production), this method 
has previously been referred to as the gross 
method.

net entitlement
the percentage interest ownership after deduct-
ing royalty and the government share, includes 
volumes related to the income tax paid by the 
government on behalf of the contractors.

Working interest reserves
reserves based on working interest production.

net entitlement reserves
reserves based on net entitlement production.
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