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(a public limited liability company incorporated under the laws of Norway)
The information contained in this prospectus (the "Prospectus") relates to the contemplated listing on Oslo Børs of (i) 73,923,304
new shares in Magseis ASA ("Magseis" or the "Company", and when taken together with its consolidated subsidiaries, the "Group"
or the "Magseis Group"), each with a par value of NOK 0.05 (the "Private Placement Shares") and (ii) 33,500,000 new shares in
Magseis, with a par value of NOK 0.05 each (the "Consideration Shares" and together with the Private Placement Shares the "New
Shares"). The Private Placement Shares will be issued on or about 17 December 2018 to investors that were allocated shares in the
private placement that was successfully placed on 8 November 2018 (the "Private Placement"). The Consideration Shares is
expected to be issued on or about 19 December 2018 as part consideration to Fairfield Geotechnologies ("Fairfield") for the acquisition
of the carved out Seismic Technologies business from Fairfield comprising data acquisition, nodal and system sale & rental activities
(excluding the Brazilian operations) (the "US Business" or "NewCo") together with 100% of the shares of Fairfield International
Limited, being the parent company for the WGP group in the UK ("WGP Group") (jointly the "Fairfield Seismic Technologies
Business", and taken together with the Group the "Combined Business"). The contemplated listing of the Private Placement Shares
on Oslo Børs is expected to take place on or about 17 December 2018. The contemplated listing of the Consideration Shares on Oslo
Børs is expected to take place on or about 19 December 2018.
In addition, the Prospectus relates to the repair offering (the "Repair Offering") by the Company of up to 8,624,385 new shares with
a par value of NOK 0.05 each (the "Offer Shares") at a subscription price of NOK 16.95 per Offer Share. In connection with the
Repair Offering, non-transferable subscription rights (the "Subscription Rights") will be granted to shareholders of the Company as
of 7 November 2018, as registered in the Norwegian Central Securities Depositary (the "VPS") on 9 November 2018 (the "Record
Date"), who were not invited to participate, or applied for but were not allocated shares in the Private Placement, and who are not
resident in a jurisdiction where such offering would be unlawful, or would (in jurisdictions other than Norway) require any prospectus
filing, registration or similar action (the "Eligible Shareholders"). 7,392,330 Offer Shares will be offered to the Eligible Shareholders,
and 1,232,055 Offer Shares will be offered to employees in the Company (the "Eligible Employees"). Each Eligible Shareholder will
be granted 1 (one) non-transferable Subscription Rights for each 4.27 existing shares registered as held by such Eligible Shareholder
at the Record Date. The number of Subscription Rights granted to each Eligible Shareholder will be rounded down to the nearest
whole Subscription Right. Each Subscription Right gives the right to subscribe for, and be allocated, one Offer Share in the Repair
Offering. Over-subscription and subscription without Subscription Rights will be permitted; however there can be no assurance that
Offer Shares will be allocated for such subscriptions. The subscription period for the Repair Offering will commence at 09.00 (CET) on
19 December 2018 and end at 12.00 (CET) on 4 January 2019 (the "Subscription Period"). Subscription Rights that are not used
to subscribe for Offer Shares before the expiry of the Subscription Period will have no value and will lapse without compensation to
the holder.
Assuming due payment of the Offer Shares subscribed for and allocated in the Repair Offering, delivery of the Offer Shares in the VPS
is expected to take place on or about 14 January 2019.
The Subscription Rights and the Offer Shares have not been and will not be registered under the Securities Act or the securities laws
of any state of the United States and may not be offered or sold within the United States except pursuant to an exemption from, or
in a transaction not subject to, the registration requirements of the Securities Act. Outside the United States, the Subscription Rights
and Offer Shares are being offered to non-US persons in offshore transactions (each as defined in Regulation S) in reliance on
Regulation S under the Securities Act. The Offer Shares are subject to restrictions on transferability and resale and may not be
transferred or resold except as permitted under applicable securities laws and regulations. See Section 21 "Selling and Transfer
Restrictions". Investors should be aware that they may be required to bear the financial risks of this investment for an indefinite
period of time.
For the definitions of capitalized terms used throughout this Prospectus, see Section 23 “Definitions”. Prospective investors should
read this Prospectus in its entirety. Investing in the Shares involves a high degree of risk. See Section 2 "Risk factors".
Managers:

The date of this Prospectus is 17 December 2018
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IMPORTANT INFORMATION
This Prospectus has been prepared solely for use in connection with the listing of the Private
Placement Shares and the Consideration Shares, and for the Repair Offering. Please see
Section 23 "Definitions and glossary" for definitions of terms used in this Prospectus.
The Company has engaged Arctic Securities AS and DNB Markets, a part of DNB Bank ASA as
Joint Global Coordinators and Pareto Securities AS as Joint Bookrunner in the Private
Placement (together with the Joint Global Coordinators, the “Managers”).
The Prospectus has been prepared to comply with the Norwegian Securities Trading Act of 29
June 2007 No. 75 (the "Norwegian Securities Trading Act") and related secondary
legislation, including the Commission Regulation (EC) No. 809/2004 implementing Directive
2003/71/EC of the European Parliament and of the Council of 4 November 2003 regarding
information contained in Prospectuses, as amended, and as implemented in Norway (the
"Prospectus Directive"). This Prospectus has been prepared solely in the English language.
The Financial Supervisory Authority of Norway (the "Norwegian FSA") has reviewed and
approved this Prospectus in accordance with sections 7-7 and 7-8 of the Norwegian Securities
Trading Act on 17 December 2018. The Prospectus is valid for a twelve-month period following
its approval. The Norwegian FSA has not controlled or approved the accuracy or completeness
of the information given in this Prospectus. The approval given by the Norwegian FSA only
relates to the information included in accordance with pre-defined disclosure requirements.
The Norwegian FSA has not made any form of control or approval relating to corporate matters
described or referred to in this Prospectus.
The Company falls under the definition of reduced market capitalisation under the Prospectus
Directive due to the market value at 31 December for the years 2015, 2016 and 2017 on
average being below EUR 100,000,000. Thus, the Prospectus has been prepared in accordance
with the proportionate schedules for companies with reduced market capitalisation pursuant
to EC Commission Regulation 486/2012 regarding the format and content of the prospectus,
the base prospectus, the summary and the final terms, and in regards the disclosure
requirements. Consequently, the Company has applied checklist annex XXV, annex II and
annex III for this Prospectus.
Neither the Company nor the Managers, or any of their respective affiliates, representatives,
advisers or selling agents, are making any representation to any subscriber or purchaser of
Offer Shares regarding the legality or suitability of an investment in the Offer Shares. Each
investor should consult with his or her own advisers as to the legal, tax, business, financial
and related aspects of a subscription or purchase of the Offer Shares. No person is authorised
to give information or to make any representation concerning the Group or in connection with
the Private Placement and the Repair Offering other than as contained in this Prospectus. If
any such information is given or made, it must not be relied upon as having been authorised
by the Company or the Managers or by any of their affiliates, advisers or selling agents.
The distribution of this Prospectus and the sale of the Offer Shares may be restricted by law
in certain jurisdictions. This Prospectus does not constitute an offer to sell, or a solicitation of
an offer to buy, any Offer Shares in any jurisdiction in which such offer or solicitation is not
authorised, or it is unlawful to make such an offer or solicitation. No one has taken any action
that would permit a public offering of the Offer Shares to occur outside of Norway. Accordingly,
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neither this Prospectus nor any advertisement or any other offering material may be
distributed or published in any jurisdiction except under circumstances that will result in
compliance with applicable laws and regulations. Persons in possession of this Prospectus are
required to inform themselves about, and to observe, any such restrictions. In addition, the
Offer Shares are subject to restrictions on transferability and resale in certain jurisdictions
and may not be transferred or resold except as permitted under applicable securities laws and
regulations. Any failure to comply with these restrictions may constitute a violation of
applicable securities laws. For further information on the sale and transfer restrictions of the
Company's shares (the "Shares"), see Section 21 "Selling and transfer restrictions".
This Prospectus and the terms and conditions of the Repair Offering as set out herein shall be
governed by and construed in accordance with Norwegian law. The courts of Norway, with
Oslo as legal venue, shall have exclusive jurisdiction to settle any dispute which may arise out
of or in connection with the Repair Offering or this Prospectus.
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1.

SUMMARY

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

Warning

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

A.2

Resale or final
placement of
securities by
financial
intermediaries

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

Section B – Issuer
B.1

Legal and
commercial
name

Magseis ASA/Magseis. Resolved changed to Magseis
Fairfield ASA subject to completion of the Transaction

B.2

Domicile/Legal
form/Legislation
/Country of
incorporation

The Company is a public limited company organised and
existing under the laws of Norway pursuant to the
Norwegian Public Limited Companies Act. The Company
was incorporated in Norway on 4 September 2009, and the
Company's registration number in the Norwegian Register
of Business Enterprises is 994 547 852.

B.3

Current
operations,

The Company has developed a proprietary system which
significantly improves the efficiency of Ocean Bottom
8

principal
activities and
markets

Seismic (“OBS”) operations. OBS data is so-called 4C
seismic data (four components comprising one hydrophone
and three geophones) which is widely recognized as the
highest quality seismic data available today. However, the
adoption of OBS technology has been slow due to the
significant costs related to seismic data acquisition and
therefore it has primarily been used for smaller, field
development surveys. This has started to change over the
past few years as exploration and production companies,
struggling with increasingly challenging geology, have
started to apply the technology over much larger areas.
The Company has developed and commercialized a
technology which allows an Ocean Bottom Cable (“OBC”)
to be deployed in much greater lengths than what has
previously been possible. Through this technology Magseis
reduces the time required to conduct OBS surveys and
consequently the cost. The vision is that OBS costs can be
reduced to a level where it becomes a widely used tool for
not only field development but also for exploration.
Working for leading oil and gas companies, the Company
is continuously developing the organization in order to
build an industry leading OBS company. The Company’s
vision is to re-shape the ocean bottom seismic market
through development of the Group’s proprietary MASS
technology to enable large scale, efficient and cost
effective OBS acquisition services. The Group has set an
aspiring goal of significantly reducing the cost of OBS
acquisition, and is courageously working towards this goal
by investing in its people and in development of the latest
node technology, geophysical and engineering solutions in
order to meet the projected future need for seabed
seismic. In order to fulfil its vision, the Company continues
to produce nodes and operate an increasing number of
nodes in single operations which improves operational
efficiency and reduces the cost of OBS surveys.
Following the Transaction, Magseis and the Fairfield
Seismic Technologies Business have complementary
geographical footprints and customers, and the
Transaction will provide Magseis with a global reach and
presence. The two companies have a complementary IP,
providing for the ability to meet client requirements,
regardless of geography, water depth and acquisition
methodology. The Transaction is in line with Magseis’
ambition of becoming the industry leader in the OBS
market and provides for an industry leading nodal
inventory and operational track-record.
For Magseis, the acquisition of Fairfield Seismic
Technologies Business brings an enhanced revenue
diversification through Fairfield’s Systems division, which
is focused on sale and rental of nodes, both offshore and
on land. Furthermore, the WGP Group adds a new offering
to Magseis’ technology platform, providing portable
modular source systems and a wide range of applications
comprising 4D life of field seismic, seabed seismic and hi
9

resolution 3D seismic.
B.4

B.5

Significant
recent trends
affecting the
issuer and the
industry in
which it
operates

Not applicable.

The Group

The Company is the parent company of the Group. The
subsidiaries are:

There are no significant recent trends affecting the issuer
and the industry in which it operates.

Magseis Operations AS
Magseis Technology AB
Magseis Singapore Pte Ltd
Magseis Malaysia Sdn Bhd
Magseis Do Brazil Ltda
Magseis USA LLC
B.6

Persons having
an interest in
the issuer's
capital or voting
rights

The table below shows the Company's 20 largest
shareholders as registered in VPS on 12 December 2018,
(not taking into account the Private Placement Shares).

#

Shareholders

Number of Shares

Percent

1

ANFAR INVEST AS

6,196,856

7.99

2

WESTCON GROUP AS

5,661,436

7.30

3

AS CLIPPER

4,731,022

6.10

4

GEO INNOVA AS

4,613,382

5.95

5

JPMorgan Chase Bank, N.A., London

3,344,505

4.31

6

KLP AKSJENORGE

2,907,948

3.75

7

REDBACK AS

2,333,333

3.01

8

BARRUS CAPITAL AS

2,292,351

2.96

9

VPF NORDEA NORGE VERDI

2,044,353

2.64

10

SEI INSTITUTIONAL INTERNATIONAL

1,950,237

2.51

11

KOMMUNAL LANDSPENSJONSKASSE

1,948,780

2.51

12

VPF NORDEA KAPITAL

1,580,940

2.04

13

CITY FINANCIAL ABSOLUTE EQUITY FD

1,280,399

1.65

14

HAWK INVEST AS

1,263,723

1.63

15

VPF NORDEA AVKASTNING

1,260,707

1.63

16

STATOIL PENSJON

1,208,945

1.56
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17

INVESCO PERP EURAN SMLER COMPS FD

1,156,466

1.49

18

Danske Invest Norge Vekst

1,049,000

1.35

19

HOLMEN SPESIALFOND

1,000,000

1.29

20

GNEIS AS

930,380

1.20

Top 20 shareholders

48,754,763

62.86

Other

28,804,295

37.14

There are no differences in voting rights between the
shareholders.
Shareholders with ownership exceeding 5% must comply
with disclosure obligations according to the Norwegian
Securities Trading Act section 4-3. Based on the
registrations in the VPS on the date of this Prospectus
and taking into account the effects of the Private
Placement and the Transaction, the following persons
had, directly or indirectly, interest in 5% or more of the
issued share capital of the Company (which constitutes a
notifiable holding under the Norwegian Securities Trading
Act): Fairfield, Kommunal Landspensjonskasse and
Verdipapirfondet Nordea. Fairfield will own 33,500,000
Shares following completion of the Transaction, which will
amount to 18.11% of the share capital taking into
account the Private Placement and the Consideration
Shares. In addition, Fairfield will own 18,250,000
warrants following subscription and issuance of the
Consideration Warrants. Kommunal Landspensjonskasse
will own 10,769,719 Shares following completion of the
Transaction, which will amount to 5.82% of the share
capital taking into account the Private Placement and the
Consideration Shares. Nordea will own 9,957,687 Shares
following completion of the Transaction, which will
amount to 5.38% of the share capital taking into account
the Private Placement and the Consideration Shares.
The Company is not aware of any arrangements the
operation of which may at a subsequent date result in a
change of control of the Company.
B.7

Selected
historical key
financial
information

The following selected financial information has been
extracted from the Company's audited financial statements
as of, and for the years ended, 31 December 2017 and
2016, the unaudited interim financial statements as of, and
for the three and nine month periods ended 30 September
2018, with comparable figures for the three and nine
month periods ended 30 September 2017. The annual
financial statements have been prepared in accordance
with IFRS. The interim financial statements have been
prepared in accordance with IAS 34. The selected financial
information presented herein should be read in connection
with, and is qualified in its entirety by reference to the
Annual Financial Statements and the Interim Financial
Statements included by reference in this Prospectus.

Statement of comprehensive income:
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In USD thousand

Revenue and other
income
Total revenue and
other income

Three months ended
30 September
2018
2017
unaudited
unaudited

Nine months ended
30 September
2018
2017
unaudited
unaudited

Year ended
31 December
2017
2016
audited
audited

15,996

28,650

60,279

69,125

73,877

58,905

11,084
581

11,590
494

30,890
1,812

30,246
1,507

35,700
2,002

39,038
2,022

4,862

2,644

12,545

6,721

10,039

9,338

3,940
191
0
20,658

4,962
116
0
19,805

11,505
573
0
57,325

11,753
347
233
50,808

15,148
463
233
63,585

10,769
1,409
7,441
70,018

-4,662

8,845

2,954

18,317

10,292

-11,114

546
-836
-290

1,657
-348
1,309

1,737
-3,529
-1,792

2,717
-2,430
287

3,703
-4,101
-397

1,593
-2,986
-1,393

-4,952

10,154

1,162

18,604

9,895

-12,507

997

493

1,984

2,121

3,199

4,188

Net profit (loss)

-5,949

9,660

-822

16,484

6,696

-16,695

Basis
earnings
(loss) per weighted
average share (in
USD)
Diluted
earnings(loss) per
weighted average
share (in USD)

-0.08

0.16

-0.01

0.27

0.12

-0.48

-0.08

0.16

-0.01

0.27

0.12

-0.48

Other comprehensive
income
Total comprehensive
income (loss) for the
period

0

0

0

0

0

0

-5,949

9,660

-822

16,484

6,696

-16,695

Operating expenses
Cost of sales
Research
and
development
expenses
Selling,
general
and administrative
costs and other
expenses
Depreciation
Amortisation
Impairment
Total
operating
expenses
Operating
(loss)

profit

Financial income and
expenses
Financial income
Financial costs
Net finance costs
Net
profit
before tax

(loss)

Income
expense

tax

Selected balance sheet items:
In USD thousand

As at 30
September

As at
31 December

2018

2017

2016

(Unaudited)

(audited)

(audited)

Assets
Non-current assets
Equipment

96,380

69,083

42,991
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As at 30
September

In USD thousand

As at
31 December

2018

2017

2016

(Unaudited)

(audited)

(audited)

Multi-client library

0

0

0

Intangible assets

4,760

5,333

5,583

Total non-current assets

101,140

74,416

48,574

Cash and cash equivalents

33,504

29,776

18,974

Trade receivables

15,743

9,137

10,681

Other current assets

9,090

10,220

8,436

Total currents assets

58,337

49,133

38,092

Total assets

159,477

123,549

86,665

Share capital

545

438

303

Share premium

178,508

141,486

102,594

Other equity

3,229

3,284

3,012

Retained earnings

-45,866

-45,044

-51,740

Currency translation reserve

-5,124

-5,124

-5,124

Total equity attributable to equity
holders of the Company

131,292

95,040

49,045

Total equity

131,292

95,040

49,045

Obligation under finance lease

0

0

951

Other non-current financial liabilities

11,771

13,049

14,188

Total non-current liabilities

11,771

13,049

15,139

Trade payables

6,408

6,010

5,870

Current tax payable

889

1,111

2,841

Short term debt and current portion of long

2,148

3,249

7,881

Current assets

Equity
Shareholders’ equity

Liabilities
Non-current liabilities

Current liabilities
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As at 30
September

In USD thousand

As at
31 December

2018

2017

2016

(Unaudited)

(audited)

(audited)

term debt
Other current liabilities

6,968

5,090

5,890

Total current liabilities

16,414

15,460

22,481

Total liabilities

28,185

28,509

37,620

Total equity and liabilities

159,477

123,549

86,665

Condensed statement of cash flow:
Three months ended
30 September

In USD thousand

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited

unaudited

unaudited

unaudited

audited

audited

-4,952

10,154

1,162

18,604

9,895

-12,057

Income tax and withholding tax
paid

-699

-1,225

-1,789

-3,174

-4,447

-1,133

Deferred
amortisation

-119

-119

-352

-352

-438

-470

Depreciation and amortisation

4,131

5,078

12,078

12,100

15,611

12,179

Impairment

0

0

0

233

233

7,441

Share based payments expense

16

66

-55

220

272

382

Interest expense

111

105

574

1,103

1,347

1,452

Interest income

-44

-2

-49

-5

-23

-15

(Increase) / decrease in current
assets

6,041

6,885

-9,237

-2,607

2,368

-9,395

Increase / (decrease) in trade and
other payables and accruals

3,124

243

2,277

-4,345

-660

-51

Net
cash
activities

7,609

21,185

4,609

21,777

24,157

-2,117

Cash flows
activities

from

operating

Profit / (Loss) before tax
Adjustment for:

lease

discount

Working capital adjustments:

Cash

flows

from

from

operating

investing
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Three months ended
30 September

In USD thousand

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited

unaudited

unaudited

unaudited

audited

audited

Interest received

44

2

49

5

23
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Acquisition of equipment

-9,247

-8,765

-35,100

-26,937

-44,366

-13,906

Payments
for
capitalised
development and intangibles

0

-32

0

-141

-214

-2,572

Multi-client library investments

0

0

0

0

0

0

Net cash
activities

-9,204

-8,796

-35,052

-27,072

-44,557

-16,463

0

196

27

817

934

20,306

-959

-691

-2,411

-6,993

-7,412

-4,431

0

0

38,580

40,511

40,511

12,183

Expenses related to issue of share
capital

0

-20

-1,451

-1,485

-1,485

-485

Interest paid

-111

-105

-574

-1,103

-1,347

-1,452

-1,069

-619

34,171

31,748

31,201

26,120

Net change in cash and cash
equivalents

-2,664

11,771

3,729

26,454

10,802

7,540

Cash and cash equivalents at 1
January

36,168

33,657

29,776

18,974

18,974

11,435

Cash and cash equivalents at
period end

33,504

45,427

33,504

45,427

29,776

18,974

activities

used

Cash flows
activities

in

investing

from

financing

Proceeds from loan
Payment
of
finance
obligation and loan

lease

Proceeds
capital

share

from

Net
cash
activities

B.8

issue

from

of

financing

Selected key pro
forma financial
information

The Transaction triggers the requirement for proforma financial
information.
The unaudited pro forma financial information has been
prepared for illustrative purposes only, to show how the
Transactions might have affected the Company’s consolidated
statement of income for the year ended 31 December 2017 and
the 9 months to 30 September 2018, and the consolidated
statement of financial position as of 30 September 2018, as if
the Transactions had occurred on 1 January 2017.
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Unaudited pro forma condensed combined statements of income for the year ended 31 December 2017
NewCo
Magseis

Carve-out

WGP

IFRS

USGAAP

IFRS

Revenue

73 877

144 195

Total revenue and other income

73 877

144 195

USD thousands

IFRS

Pro forma

Pro forma combined

adjustments Note

adjustments Note

Magseis Fairfield

18 452

-499

-

236 026

18 452

-499

-

236 026

-

132 161

REVENUE AND OTHER INCOME
A

OPERATING EXPENSES
Cost of sales

35 700

90 655

6 601

-796

Other expenses

12 041

18 871

2 676

-

A

-

Depreciation, amortization and impairment

15 844

35 390

1 971

-

2 136

Total operating expenses

63 585

144 916

11 248

-796

2 136

221 089

OPERATING PROFIT (LOSS)

10 292

-721

7 204

297

-2 136

14 937

33 588
3,5

FINANCIAL INCOME AND EXPENSES
Net financial items

55 341

397

NET PROFIT (LOSS) BEFORE TAX

9 895

Income tax expense

3 199

NET PROFIT (LOSS)

6 696

-721
-721

27
7 176
808
6 368

-

3 717

297

2

-5 853

-

1 364

297

4 142
10 795

1

-7 216

5 370
5 425

Unaudited pro forma condensed combined statements of income for the nine months ended 30 September 2018
NewCo
Magseis

Carve-out

WGP

IFRS

USGAAP

IFRS

adjustments Note

adjustments Note

Revenue

60 279

162 941

9 423

1 135

-

233 777

Total revenue and other income

60 279

162 941

9 423

1 135

-

233 777

30 890

111 302

4 931

5 694

-

152 816

USD thousands

IFRS

Pro forma

Pro forma combined
Magseis Fairfield

REVENUE AND OTHER INCOME
A

OPERATING EXPENSES
Cost of sales

A

Other expenses

14 357

15 941

2 289

-

Depreciation, amortization and impairment

12 078

20 257

3 040

-

-

Total operating expenses

57 325

147 500

10 260

5 694

-

220 778

2 954

15 441

-837

-4 559

-

12 999

Net financial items

1 792

-

971

-

1 892

NET PROFIT (LOSS) BEFORE TAX

1 162

15 441

-1 808

-4 559

-1 892

Income tax expense

1 984

358

-

-

2 285

-822

15 083

-1 808

-4 559

-4 178

OPERATING PROFIT (LOSS)

32 587
5

FINANCIAL INCOME AND EXPENSES

NET PROFIT (LOSS)

35 375

2,4

4 655
8 343

1

4 627
3 716
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Unaudited pro forma condensed combined statement of financial position as of 30 September 2018
NewCo
USD thousands

Magseis

Carve-out

WGP

IFRS

USGAAP

IFRS

IFRS

Pro forma

Pro forma combined

adjustments Note

adjustments Note
31 412

Magseis Fairfield

ASSETS
Cash and cash equivalents

33 504

6

1 650

-

Receivables and other current assets

24 833

33 854

3 163

1 434

-

19 903

3 821

-

-

23 724

Total current assets

58 337

53 763

8 635

1 434

31 412

153 581

Property, plant and equipment

96 380

55 734

13 397

-

-

165 511

4 760

725

15 925

Inventories

A

1

-

66 572
63 284

Other non current assets

10 440

-

-

Shares in subsidiaries

-

-

-

-

-

Goodwill

-

-

-

-

146 587

6

146 587

Total non-current assets

101 140

56 459

23 837

-

146 587

328 023

Total assets

159 477

110 222

32 472

1 434

177 999

481 604

LIABILITIES AND EQUITY
Bank loans and other interest bearing debt

-

-

-

-

8 333

Other current liabilities

16 414

30 250

10 101

2 398

17 870 2,3,4

77 033

Total current liabilities

16 414

30 250

10 101

2 398

26 204

85 366

-

-

-

-

40 667

1

40 667

Other long term liabilities

11 771

1 067

24 182

-

-20 182

5

16 839

Total non-current liabilities

11 771

1 067

24 182

-

20 485

57 505

Equity

131 292

78 904

-1 810

-964

131 311

338 733

Total liabilities and equity

159 477

110 222

32 472

1 434

177 999

481 604

A

1

8 333

Bank loans and other long-term debt

-

The adjusting elements of the purchase price will only be known when the values of those
elements as of the date of completion of the Transaction has been determined. The allocation
of the purchase price is dependent on detailed knowledge of assets, liabilities, contracts, and
other facts that can only to be sufficiently analyzed at a later date when Magseis gets full
access to Newco's assets, liabilities and accounting records, which will only become available
after completion of the Transaction. As a result, the Unaudited Pro Forma Financial
Information has been prepared without any preliminary PPA at this time.

B.9

Profit forecast
or estimate

Not applicable.
No profit forecast or estimate are made.
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B.10

B.11

Qualifications in
the audit report
on the historical
financial
information

Not applicable.

Working capital

Not applicable.

There are no qualifications in the audit reports.

The Company is of the opinion that the working capital
available to the Company is sufficient for the Company's
present requirements, for the period covering at least 12
months from the date of this Prospectus.
Section C - Securities
C.1

Type and class
of securities
admitted to
trading and
identification
number

The Shares have been created under the Norwegian Public
Limited Liability Companies Act and registered in bookentry form with the VPS under the International Securities
Identification Number (ISIN) NO 0010663669. The
registrar for the shares is DNB Bank ASA, Dronning
Eufemias gate 30, N-0191 Oslo, Norway.

C.2

Currency

The Offer Shares are issued in NOK.

C.3

Number of
shares and par
value

The share capital of the Company (including the Private
Placement Shares) is NOK 7,574,118.10 divided into
151,482,362 Shares of a nominal value of NOK 0.05 each,
all shares being fully paid and issued.

C.4

Rights attached
to the securities

All issued Shares carries voting rights, dividend rights,
rights of distribution of assets on liquidation, and
preferential rights.

C.5

Restrictions on
free
transferability

All issued Shares are freely transferable.

C.6

Admission to
trading

The Consideration Shares will be subject to a lockup period
of 18 months from the date of issuance.
The Company's Shares were admitted to trading on Oslo
Børs on 1 June 2018. Prior to this, the Shares were
admitted to trading on Oslo Axess.
The Private Placement Shares are expected to be listed on
Oslo Børs on or about 17 December 2018.
The Consideration Shares are expected to be listed on Oslo
Børs on or about 19 December 2018.
The Offer Shares are expected to be listed on Oslo Børs on
or about 14 January 2019

C.7

Dividend policy

In view of the Company’s planned expansion and growth
of its business, Magseis may retain all available financial
resources and any earnings generated by the operations
for use in expanding the business during the next few
years. The payment of any dividends in the future would
depend on a number of factors, including future earnings,
capital requirements, financial conditions and future
prospects, applicable restrictions on the payment of
18

dividends under Norwegian law and other factors the Board
of Directors may consider relevant.
The Company has not declared or paid any dividends since
its incorporation.
Section D - Risks
D.1

Key information
on the key risks
that are specific
to the issuer or
its industry



The Group’s performance may be affected by the
ability to enter into new acquisition contracts or enter
into contracts on satisfactory terms.



Material breakdown, damage to or total loss of the
long-term and short-term chartered vessels may
have a material adverse effect on the Group's
financial and future prospects.



The Company’s mobile operations use multiple spotchartered vessels and ROV equipment and crews. If
these contracted vessels and/or ROV systems do not
perform according to plan, the project may be
significantly delayed.



Failure of the Company to deliver according to
contractual commitments could result in significant
delays, penalties and/ or termination.



Periods of non-availability of the long-term chartered
vessel or the modular systems may have a negative
effect on revenues and earnings.



Reliance upon single source or specialist suppliers for
certain electronic and other components leaves the
Company vulnerable to delays, increased costs or
possibly halt in production due to lack of availability
of critical parts.



All revenue streams are reliant upon the Group’s
design, engineering and manufacturing of the node.
Major technical faults or errors on the node could
impact all revenue streams, thereby leading to
significant delays or failure to deliver agreed
operations, sales or lease of the nodes.



Current economic uncertainty and the volatility of oil
and gas prices could have a material adverse effect
on the Group's earnings, cash flow and financial
position.



Commercial disagreements and disputes could affect
the Group's business and profitability.



Disputes and litigation with third parties could result
in a loss of revenue and/or have a material negative
impact on the Company’s overall financial position.



The fair value of the Company’s self-developed OBSsystem may decrease and be subject to impairments
which may affect the ability to raise new financing for
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future business and have a material adverse impact
on the Group's financial condition.


The Company is subject to competition in the
markets where the Company carries out its
operations, which could have a material adverse
effect on the Company’s operations, financial
condition and future prospects.



Claims may be asserted against the Group for the
violations of Intellectual Property Rights of third
parties, and the allocation of resources to defend
such claims and the outcome of such disputes may
have material adverse effect on the operations,
business and financial condition of the Company.



The Company is dependent on its key personnel and
the failure to retain key personnel may have material
adverse impact on the Company’s operations and
future prospects.



The Company operates in different jurisdictions and
in a regulated industry, and noncompliance with
regulations could expose it to fines, penalties and
other
liabilities and negative
consequences.
Additionally, changes in laws or regulations in the
jurisdictions in which the Company operates could
cause it to incur significant costs and expenses to
comply with such laws or regulations.



The Company operates in different areas of the world
and the Company’s business and results of
operations are subject to various risks inherent in
international operations.



The Group is exposed to risks in relation to
compliance with anti-corruption laws and regulations
and economic sanctions programs.



The Group’s business may be exposed to extreme
weather and other hazardous conditions.



The Group’s results of operations may be affected by
fluctuations in fuel costs.



Changes to accounting rules or regulations may
adversely affect the Group’s financial position and
results of operations.



The Group’s results of operations may be significantly
affected by currency fluctuations



The Group’s ability to fund expansion and/or new
equipment may be adversely impacted if the Group
does not generate sufficient cash flow from
operations or if it is unable to obtain financing on
commercially reasonable terms.
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D.2

Key information
on the key risks
that are specific
to the securities



The Group is subject to tax in many jurisdictions and
the Group could be obligated to pay additional taxes
in various jurisdictions.



The price of the Shares may fluctuate significantly.



Future sales, or the possibility for future sales of
substantial numbers of Shares may affect the market
price of the Shares.



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



Shareholders not participating in future offerings of
Shares or other equity instruments may be diluted.



Investors may not be able to exercise their voting
rights for shares registered in a nominee account.



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



Shareholders outside of Norway are subject to
exchange rate risk.



Major Shareholders may exert significant influence.

Section E - Offer
E.1

The total net
proceeds of the
Offering and an
estimate of the
total expenses

The Company's gross proceeds from the Repair Offering
may be up to NOK 146.2 million.

E.2a

Reasons for the
Offering and use
of proceeds

The reasons for the Repair Offering are to give Eligible
Shareholders and Eligible Employees the right to subscribe
for new Shares at the same subscription price as
Shareholders that were allocated Shares in the Private
Placement. The proceeds will be used for general corporate
purposes.

E.3

Terms and
conditions of the
Offering

There are no conditions for the Repair Offering.

E.4

Material
interests in the
Offering

The Managers or their affiliates have provided from time to
time, and may provide in the future, investment and
commercial banking services to the Company and its
affiliates in the ordinary course of business, for which they
may have received and may continue to receive customary

The Company will carry the fees and expenses related to
the Repair Offering. These are part of a larger process,
which also includes, amongst others, the Transaction, the
Private Placement, the issuance of the Consideration
Shares, and the issuance of Consideration Warrants. The
Company's costs associated with the full process are
estimated to approximately NOK 55-60 million excl. VAT.
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fees and commissions. The Managers do not intend to
disclose the extent of any such investments or transactions
otherwise than in accordance with any legal or regulatory
obligation to do so. The Managers will receive 3.0% of the
gross proceeds in connection with the Repair Offering and,
as such, have an interest in the Repair Offering.
Except as set out above, the Company is not aware of any
interest, including conflicting ones, of any natural or legal
persons involved in the Repair Offering.
E.5

Selling
shareholders
and lock-up
agreements

There are no selling shareholders.

E.6

Dilution
resulting from
the Offering

Taken together with the dilution resulting from the Private
Placement and the Consideration Shares, the Repair
Offering will result in a dilution of the shareholders of the
Company prior to the Private Placement, to the extent such
shareholders elect not to participate in the Repair Offering,
of approximately 59.7% (assuming the Repair Offering is
fully subscribed). The aggregate dilution for shareholders
not participating in the Private Placement or the
Consideration Shares, but participating in the Repair
Offering to the extent of their Subscription Rights is 55.8%
(assuming the Repair Offering is fully subscribed).

E.7

Estimated
expenses
charged to
investor

No expenses or taxes will be charged by the Company or
the Managers to the applicants in the Repair Offering.

No lock-up agreements were entered into in connection
with the Repair Offering.
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2.

RISK FACTORS

An investment in the Company involves inherent risks. Prospective investors should carefully
consider the risk factors set forth below and all information contained in this Prospectus,
including the Financial Statements and related notes. The risks and uncertainties described in
this Section 2 are the principal known risks and uncertainties faced by the Group as of the
date hereof that the Company believes are relevant to prospective investor.
An investment in the Company is suitable only for investors who understand the risks
associated with this type of investment and who can afford to lose all or part of their
investment. The absence of negative past experience associated with a given risk factor does
not mean that the risks and uncertainties described in that risk factor are not a genuine
potential threat to an investment in the Company's shares (the "Shares"). If any of the
following risks were to materialize, this could have a material adverse effect on the Group or,
following the Transaction, the Combined Group (and, accordingly, all references to the Group
in this Section shall be construed also as references to the Combined Group, unless the context
otherwise requires) and/or its business, financial condition, results of operations, liquidity
and/or prospects, the trading value of the Shares could decline, and investors may lose all or
part of their investment.
The order in which the risks are presented does not reflect the likelihood of their occurrence
or the magnitude of their potential impact on the Group's business, financial condition, results
of operations, cash flows and/or prospects. The risks mentioned herein could materialise
individually or cumulatively. The information in this Section 2 is as of the date of this
Prospectus.
2.1

Risks relating to the business operations of the Group

2.1.1

The Group’s performance may be affected by the ability to enter into new acquisition
contracts or enter into contracts on satisfactory terms.

Although the market is currently buoyant and the Company’s acquisition contract backlog is
secured through to the end of Q1 2019, there is always a longer term risk that the Company
will not be able to enter into future new contracts in order to utilize the cable vessel, modular
systems or nodes currently marketed by the Company, or future new contracts may not be
on terms satisfactory to the Company, both of which may have a negative effect on the
Group’s operations and financial position.
2.1.2

Material breakdown, damage to or total loss of the Company’s long-term and shortterm chartered vessels may have a material adverse effect on the Group's financial
and future prospects.

Currently, the Company has access to 1 vessel which is customized for the Group and which
represents a large part of the Group’s earning capacity. Should this vessel or any of the vessels
chartered by the Company on a short-term basis for specific projects fail to meet contractual
requirements, suffer material damage, or become a total loss, alternative vessels or a
reconstruction of the vessel may not be available or possible, or may only be available or
possible against a financially unacceptable cost, or in the distant future. As a consequence,
the operations of the Group may be suspended for a long time, in full or in part, which in turn
would have a material adverse effect on the Group’s financials and future prospects.
2.1.3

Poor performance of chartered vessels and/or ROV systems

The Company’s mobile operations use multiple spot-chartered vessels and ROV equipment
and crews. If these vessels and/or ROV systems do not perform according to plan, the
impacted survey may be significantly delayed which could have material adverse effect on the
Group’s operations and financial position.
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2.1.4

Failure of the Company to meet customers’ contractual terms and conditions

Failure of the Company to deliver according to contractual commitments could result in
significant delays, penalties and/ or termination leading to a material adverse effect on the
Group’s operations and financial position.
2.1.5

Periods of non-availability of the long-term chartered vessel or the modular systems
may have a negative effect on revenues and earnings.

The Company will from time to time incur class docking, upgrade and repair costs related to
the long-term chartered vessel or modular systems, and non-available periods related to
transit of vessel or modular systems or other circumstances. Such non-available periods may
have a negative effect on revenues and earnings, and may in addition become more expensive
and take longer to conclude than anticipated, which in turn may have a material adverse effect
on the Group’s operations and financial position.
2.1.6

Reliance upon single source or specialist suppliers for certain electronic and other
components leaves the Company vulnerable to delays, increased costs or possibly
halt in production of nodes due to lack of availability of critical parts.

The Company’s technology is leading edge with certain electronic and other components only
available from specialist or single source suppliers. Manufacturing and hence supply of
equipment may significantly increase in cost, be delayed, or even stopped due to lack of
availability of critical parts or components. Should any of these events occur, it may have a
material adverse effect of the Group's income, results of operations and financial position.
2.1.7

Technical faults or errors on the node could impact all revenue streams.

All revenue streams are reliant upon the Group’s design, engineering and manufacturing of
the node. Major technical faults or errors on the node could impact all revenue streams,
thereby leading to a significant delay or failure to deliver agreed operations, sales or lease of
the nodes.
2.1.8

Current economic uncertainty and the volatility of oil and gas prices could have a
material adverse effect on the Group's earnings, cash flow and financial position.

The Group's customers are and will continue to be involved in the offshore oil and gas industry,
which is subject to volatile oil and gas prices. The prices of oil and gas are affected by a range
of factors outside the control of the Company, including but not limited to:
•

worldwide demand for natural gas and oil;

•

the cost of exploring for, developing, producing, transporting and distributing oil and
gas;

•

expectations regarding future energy prices – for both oil and gas and other sources
of energy;

•

the ability of the Organization of Petroleum Exporting Countries ("OPEC") to set and
maintain production and impact pricing;

•

level of world-wide production;

•

government laws and regulations, including environmental protection laws and
regulations;

•

the development and exploitation of alternative fuels, and the competitive, social and
political position of oil and gas as a source of energy compared with other energy
sources;

•

local and international political, economic and weather conditions;
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•

political and military conflicts; and

•

the development and exploitation of alternative energy sources.

The general economic situation in the market may have a negative effect on the Company’s
business, revenue, financial position and equity. The exact effects on the Company are very
uncertain and not possible to describe in any precise manner as at the date of this Prospectus.
2.1.9

Commercial disagreements and disputes could affect the Group's business and
profitability.

In the ordinary course of business, the Company may from time to time be subject to
contractual disputes, commercial disagreements etc. Contracts may give the customer both
extension and early cancellation options. Moreover, in case of short mobilization periods, there
is a risk of late delivery and hence the Company may become liable towards the customer.
Furthermore, the operational efficiency of the self-developed OBS-system and the time-range
agreed between the Company and its counterparts is highly dependent on weather and sea
state conditions, environmental factors such as fishing activity, fish spawning, presence of
marine mammals or other wild life and other factors that are beyond the Company’s control
and may lead to negotiations and disputes with the counterparts. The Company cannot predict
with certainty the outcome or effect of such matters and any disputes could result in
management being required to spend time and resources on the dispute which should have
been spent on the operations of the Company.
It should also be noted that contracts within the offshore sector are associated with
considerable risks and responsibilities, including but not limited to health, safety and the
environment. It may be that certain liabilities following from such responsibilities are not
claimable under any insurance policies of the Company, which could have a material adverse
effect on the Company’s financial position.
2.1.10 Disputes and litigation with third parties could result in a loss of revenue and/or have
a material negative impact on the Company’s overall financial position.
Magseis may become subject to disputes and litigation with its suppliers, contractors and
other third parties. Such disputes could result in management being required to spend more
time and resources on the dispute and could further result in a loss of revenue and/or have a
material negative impact on the overall financial position of Magseis.
2.1.11 The fair value of the Company’s self-developed OBS-system may decrease and be
subject to impairments which may affect the ability to raise new financing for future
business and have a material adverse impact on the Group's financial condition.
The fair value of the Company’s self-developed seismic equipment may decrease or increase
depending on a number of factors, including general economic conditions, oil and gas prices,
supply and demand (competition), cost of new development etc. If the fair value of the
Company’s seismic equipment declines, the Company may have to recognize impairments.
Future impairments may affect the Company’s ability to raise new financing required for future
business and in general have a material adverse impact on the Company’ financial condition.
2.1.12 The Company is subject to competition in the markets where the Company carries
out its operations, which could have a material adverse effect on the Company’s
operations, financial condition and future prospects.
The Company operates in a global business which is highly competitive. Many competitors of
the Company have significantly greater resources compared to those of the Company. It may
be expected that competitors will continuously try to decrease the Company’s competitive
advantages. The markets in which the Company operates are further subject to rapid and
substantial technological change, and developments by others may render the technology and
business models of the Company obsolete or non-competitive, which would have a material
adverse effect on the Company’s operations, financial condition and future prospects.
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2.1.13 Claims may be asserted against the Group for the violations of Intellectual Property
Rights of third parties, and the allocation of resources to defend such claims as well
as the outcome of such disputes may have material adverse effect on the operations,
business and financial condition of the Company.
The Company has developed a patent portfolio which is important to the Company’s operations
and business. Even after extensive background searches have been completed, it is still
possible for third parties to claim that the patents (registered or pending) or activities of the
Company violate their intellectual property rights. If such claims are made, the Company may
have to allocate considerable resources to defend itself against such claim, which may have a
material adverse effect on the operations, business and financial condition of the Company.
Any adverse outcome of such disputes could also have a material adverse effect on the
operations, business and financial condition of the Group.
2.1.14 The Company is dependent upon its ability to attract and retain personnel with
required skill sets. Failure to do so may have a material adverse impact on the
Company’s operations and technology development.
The Company’s success is dependent upon performance of its key personnel. If the Company
does not have, or is not perceived to have a reputation as a trustworthy and responsible
employer who values its employees, it may be unable to attract and/or retain the skill sets
and performance required to deliver operations and technology development. Terms and
conditions of employment including benefits, salary levels and commitment to employee
health and safety all affect the Company’s reputation, and failure to meet or exceed industry
expected levels will have a direct impact on the Company’s future prospects.
2.1.15 The Company is subject to risks related to its international operations that could harm
the Company’s business and results of operations.
The Company operates in different jurisdictions and in a regulated industry, and
noncompliance with regulations could expose it to fines, penalties and other liabilities and with
negative consequences. Additionally, changes in laws or regulations in the jurisdictions in
which the Company operates could cause it to incur significant undexpected costs and
expenses when required to comply with such laws or regulations.
2.1.16 The Company operates in different areas of the world and the Company’s business
and results of operations are subject to various risks inherent in international
operations.
The Company operates in different areas of the world and the Company’s business and results
of operations are subject to various risks inherent in international operations. These risks
include:
•

risks of war, uprisings, riots, terrorism and civil disturbance, which can make it unsafe
to continue operations, adversely affect both budgets and schedules and expose the
Company to losses;

•

risk of piracy, which may result in the delay or termination of customer contracts in
affected areas;

•

increased health and safety risks related to the survey location and travel in and out
of the country of operation;

•

seizure, expropriation, nationalization or detention of assets, renegotiation or
nullification of existing contracts;

•

foreign exchange restrictions, import/export quotas, sanctions and other laws and
policies affecting taxation, trade and investment;

•

restrictions on currency repatriation or the imposition of new laws or regulations that
preclude or restrict the conversion and free flow of currencies;
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•

unfavorable changes in tax or other laws, including the imposition of new laws or
regulations that restrict operations or increase the cost of operations;

•

grant and maintenance of appropriate licences, permits and regulatory authorities in
operating countries;

•

disruption or delay of licensing or leasing activities;

•

work stoppages; and

•

availability of suitable personnel and equipment, which can be affected by government
policy, or changes in policy, which limit the importation of qualified crew members or
specialized equipment in areas where local resources are insufficient.

2.1.17 The Group is exposed to risks in relation to compliance with anti-corruption laws and
regulations and economic sanction programs.
Operating business in many jurisdictions requires that the Group and the Group’s partners
comply with the laws and regulations of various jurisdictions. In particular, the Group’s
operations are subject to anti-corruption laws and regulations, such as the Norwegian Criminal
Code of 2005 (“Norwegian Criminal Code”) and economic sanction programs, including,
without limitation, those administered by the United Nations and European Union.
As a result of doing business in foreign countries, the Group is exposed to a risk of violating
anti-corruption laws and sanctions regulations applicable in those countries where the Group
or the Group’s partners operate. Some of the foreign locations in which the Group operates
may lack a developed legal system and/or have high levels of corruption. The Group’s
continued expansion and development of joint venture relationships worldwide increase the
risk of violations of anti-corruption laws, or similar laws. Violations of anti-corruption laws and
sanctions regulations are punishable by civil penalties, including fines, denial of export
privileges, injunctions, asset seizures, debarment from government contracts (and
termination of existing contracts) and revocations or restrictions of licenses, as well as criminal
fines and imprisonment. In addition, any major violations could have a significant impact on
the Group’s reputation and consequently on the Group’s ability to win future business. The
Group continues to focus on improving the anti-corruption routines, training and controls.
2.1.18 Changes to accounting rules or regulations may adversely affect the Group’s financial
position and results of operations.
The Group’s annual audited consolidated financial information is prepared in accordance with
International Financial Reporting Standards as adopted by the EU (“IFRS”), the Group’s
quarterly unaudited consolidated financial information is prepared in accordance with
International Accounting Standard 34 “Interim Financial Reporting” as adopted by the EU
(“IAS 34”). Changes to existing accounting rules or regulations may impact the Group’s future
profit and loss or cause the perception that the Group is more highly leveraged. In addition,
new accounting rules or regulations and varying interpretations of existing accounting rules
or regulations may be adopted in the future and could adversely affect the Group’s financial
position and results of operations.
2.1.19 The Group’s business may be exposed to extreme weather and other hazardous
conditions.
The Group’s operations may be exposed to extreme weather and other hazardous conditions
and perils that are customary for marine operations, including capsizing, grounding, collision,
interruption and damage or loss from severe weather conditions, fire, explosions and
environmental contamination from spillage. Any of these risks could cause a major accident
which may result in damage to or destruction of vessels or equipment, personal injury, death
and property damage, suspension of operations or environmental damage. If any of these
risks materialize, the Group’s business could be interrupted and the Group could incur
significant liabilities. In addition, many similar risks may result in curtailment or cancellation
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of, or delays in, exploration and production activities of the Group’s customers, which could
in turn adversely impact the Group’s operations and financial condition.
2.1.20 The Group’s results of operations may be significantly affected by currency
fluctuations.
The Group is exposed to currency risk on sales and purchases that are denominated in a
currency other than the respective functional currency of the Group, Unites States dollar
(“USD”). New tenders and contracts awarded with customers are usually in USD. However,
due to significant fluctuations in the exchange rates between USD and other main currencies,
the Company faces currency risk related to sales and purchases, as customers who do not
have USD as their functional currency may find it difficult to offer prices in USD that are
attractive to the Company. Fluctuations in the exchange rate of the USD could have a
significant effect on the Group’s results of operations. The Group cannot predict the effect of
future exchange rate fluctuations on the Group’s operating results.
2.1.21 The Group’s results of operations may be affected by fluctuations in fuel costs.
Fuel costs can vary significantly depending on the supply location, local regulations and the
price per barrel of crude oil at a given time. Only a portion of this variation can be contractually
charged to or negotiated with the client. The Group’s inability to effectively mitigate the impact
of fluctuations in fuel costs could have a material adverse effect on the Group’s business,
financial condition and results of operations. If extending the fleet, total fuel costs will
increase.
2.1.22 The Group’s ability to fund expansion and/or new equipment may be adversely
impacted if the Group does not generate sufficient cash flow from operations or if it
is unable to obtain financing on commercially reasonable terms.
Any expansion and investment by the Company related to increased number of crews, new
vessels, new equipment or an increased number of employees may require separate financing.
Such financing may not be available or only available on unattractive terms, in which case it
may not be possible for the Company to carry out an expansion which otherwise would have
been in the interest of the Company and beneficial for the shareholders.
2.1.23 The Group is subject to tax in many jurisdictions and the Group could be obligated to
pay additional taxes in various jurisdictions.
The Company is subject to income tax in Norway and other jurisdictions around the world.
The Company may face tax audits and investigations by both domestic and foreign tax
authorities and the outcome of any audit could have negative impact on its operating and
financial condition.
2.2

Risks relating to Group's financing

2.2.1

The Group may not be able to obtain additional financing on satisfactory terms, or at
all, which may significantly affect the Group’s business.

If the Company fails to renew or enter into new contracts or if the financial condition of the
Company for any other reason becomes distressed, the Company may need to raise additional
equity and/or debt financing to continue operations. No assurance can be given that the
Company will succeed in maintaining a comfortable cash reserve for future operations, and
no assurances can be given that the Company will be able to raise additional new equity
and/or debt financing on attractive terms, or at all.
2.2.2

Amendments of or failure to comply with covenants in financing arrangements may
have a material adverse effect on the Group.

If members of the Group are unable to comply with covenants of current or future debt
financing arrangements as further described in section 14.3 "Funding structure and
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restrictions on the use of capital", there could be a default under such arrangements. If such
default event should occur, the Group may not be in a position to repay in full all outstanding
debt, or the Group may be unable to find alternative financing on favorable or acceptable
terms.
2.2.3

The Group is exposed to credit risk.

Lack of payments from customers/clients may significantly and adversely impair the Group’s
liquidity. The concentration of the Group’s customers in the energy industry may impact the
Group’s overall exposure to credit risk as customers may be similarly affected by prolonged
changes in economic and industry conditions as well as by the general constraints on liquidity
resulting from the decrease in the oil prices in recent years. The Group undertakes due
consideration to the credit quality of its potential clients during contract negotiations to
minimize the risk of payment delinquency, but no assurance can be given that the Group will
be able to avoid this risk.
2.2.4

The Group is exposed to liquidity risk.

The Group is dependent on having access to long-term funding. There can be no assurance
that the Group will not experience net cash flow shortfalls exceeding the Group’s available
funding sources nor can there be any assurance that the Group will be able to raise new
equity, or arrange new borrowing facilities, on favorable terms and in amounts necessary to
conduct its on-going and future operations, should this be required. The Group may not be
able to secure new sources of liquidity or funding, should projected or actual liquidity fall
below the levels that the Group requires. The factors giving rise to the Group’s liquidity needs
could also constrain the ability to replenish the liquidity of the Group. Such factors could also
impact the ability of the Group’s shareholders to provide it with liquidity, and there can be no
assurance that the Group will be able to obtain additional funding from its shareholders.
Failure to access necessary liquidity could require the Group to scale back its operations or
could have other materially adverse consequences for its business and its ability to meet its
obligations.
2.2.5

The Group is exposed to foreign exchange risk.

The Group’s significant operations in foreign countries expose it to risks related to foreign
currency movements. The Group may attempt to minimize these risks by implementing
hedging arrangements as appropriate, but will not be able to fully avoid these risks. Currency
exchange rates are determined by forces of supply and demand in the currency exchange
markets. These forces are affected by the international balance of payments, economic and
financial conditions, government intervention, speculation and other factors. Changes in
currency exchange rates relative to the USD may affect the USD value of the Group’s assets
and thereby impact the Group’s total return on such assets. Changes in currency may also
affect the Group’s costs, e.g. related to salaries paid in local currency. The Group’s expenses
are primarily in USD, GBP and NOK. As such, the Group’s earnings are exposed to fluctuations
in the foreign currency market. Currency fluctuations of an investor’s currency of reference
relative to the USD may adversely affect the value of an investor’s investments.
2.3

Risk factors relating to the Shares

2.3.1

The price of the shares may fluctuate significantly.

The trading price of the Shares could fluctuate significantly in response to a number of factors
beyond the Company’s control, including, but not limited to, actual or anticipated variations
in operating results, adverse business developments, changes in financial estimates and
investment recommendations or ratings by securities analysts, sales or purchases of
substantial blocks of Shares, announcements by the Company or its competitors of new
product and service offerings, significant contracts, acquisitions or strategic relationships,
publicity about the Company, its products and services or its competitors, lawsuits against
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the Group, unforeseen liabilities, changes in management, changes to the regulatory
environment in which it operates or general market conditions.
In recent years, the stock market has experienced extreme price and volume fluctuations.
This volatility has had a significant impact on the market price of securities issued by many
companies, including companies in the same industry as that of the Company. Those changes
may occur without regard to the operating performance of these companies. The price of the
Shares may therefore fluctuate based upon factors that have little or nothing to do with the
Company business and its operations, and these fluctuations may materially affect the price
of the Shares.
2.3.2

Future sales, or the possibility for future sales of substantial numbers of Shares may
affect the market price of the Shares.

The market price of the Shares could decline as a result of sales of a large number of Shares
in the market after the date hereof or the perception that these sales could occur. These sales,
or the possibility that these sales may occur, may also make it more difficult for the Company
to sell equity securities in the future at a time and at a price that it deems appropriate.
The Company cannot predict what effect, if any, future sales of the Shares, or the availability
of Shares for future sales, will have on the market price of the Shares. Sales of substantial
amounts of the Shares in the public market following the date hereof, or the perception that
such sales could occur, may materially and adversely affect the market price of the Shares,
making it more difficult for holders to sell their Shares or the Company to sell equity securities
in the future at a time and price that they deem appropriate.
2.3.3

Future issuances of shares or other securities may dilute the holdings of shareholders
and could materially affect the price of the shares.

In the future, it is possible that the Company may decide to offer additional shares or other
securities in order to finance new capital-intensive projects, in connection with share incentive
or option plan, or in connection with unanticipated liabilities or expenses or for any other
purposes. Any such additional offering could reduce the proportionate ownership and voting
interests of holders of shares, as well as the earnings per share and the net asset value per
share of the Company, and any offering by the Company could have a material adverse effect
on the market price of the shares.
2.3.4

Shareholders not participating in future offerings of Shares or other equity
instruments may be diluted.

Shareholders not participating in future offerings of Shares or other equity instruments may
be diluted. Under Norwegian law, unless otherwise resolved at a general meeting, existing
shareholders have pre-emptive rights to participate on the basis of their existing ownership
of Shares in the issuance of any new shares for cash consideration. However, shareholders
not able, or choosing not, to exercise such pre-emptive right may experience dilution of their
shareholding. Shareholders in the United States, however, may be unable to exercise any
such rights to subscribe for new shares unless a registration statement under the U.S.
Securities Act is in effect in respect of such rights and shares or pursuant to an exemption
from, or in transactions not subject to, the registration requirements of the U.S. Securities
Act and other applicable securities laws. Shareholders in other jurisdictions outside Norway
may be similarly affected if the rights and the new shares being offered have not been
registered with, or approved by, the relevant authorities in such jurisdiction. The Company
has not filed a registration statement under the U.S. Securities Act or sought approvals under
the laws of any other jurisdiction outside Norway in respect of any pre-emptive rights or the
Shares, does not intend to do so and doing so in the future may be impractical and costly. To
the extent that the Company’s shareholders are not able, or choose not, to exercise their
rights to subscribe for new shares, their proportional ownership and voting interests in the
Company will be reduced.
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2.3.5

Investors may not be able to exercise their voting rights for shares registered in a
nominee account.

Beneficial owners of the Shares that are registered in a nominee account (such as through
brokers, dealers or other third parties) may not be able to vote for such Shares unless their
ownership is re-registered in their names with the VPS prior to the Company’s General
meetings. The Company cannot guarantee that beneficial owners of the Shares will receive
the notice of a general meeting in time to instruct their nominees to either effect a reregistration of their Shares or otherwise vote for their Shares in the manner desired by such
beneficial owners.
2.3.6

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

The rights of holders of the Shares are governed by Norwegian law and by the Articles of
Association. These rights may differ from the rights of shareholders in other jurisdictions. In
particular, Norwegian law limits the circumstances under which shareholders of Norwegian
companies may bring derivative actions. For instance, under Norwegian law, any action
brought by the Company in respect of wrongful acts committed against the Company will be
prioritised over actions brought by shareholders claiming compensation in respect of such
acts. In addition, it may be difficult to prevail in a claim against the Company under, or to
enforce liabilities predicated upon, securities laws in other jurisdictions. Further, once the
capital increase relating to any Shares has been registered in the Norwegian Register of
Business Enterprises, purchasers of those Shares have limited rights against the Company
under Norwegian law.
2.3.7

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

The Shares have not been registered under the U.S. Securities Act or any state securities laws
in the United States or any other jurisdiction outside of Norway and are not expected to be
registered in the future. As such, the shares may not be offered or sold except pursuant to an
exemption from the registration requirements of the U.S. Securities Act and applicable
securities laws. See Section 21 “Selling and Transfer Restrictions”. In addition, there can be
no assurances that shareholders residing or domiciled in the United States will be able to
participate in future capital increases or rights offerings.
2.3.8

Shareholders outside of Norway are subject to exchange rate risk

The Shares are priced in Norwegian kroner (“NOK”), the lawful currency of Norway, and any
future payments of dividends on the shares or other distributions from the Company will be
denominated in NOK. Accordingly, any investor outside Norway is subject to adverse
movements in the NOK against their local currency, as the foreign currency equivalent of any
dividends paid on the shares or price received in connection with any sale of the Shares could
be materially adversely affected.
2.3.9

Major Shareholders may exert significant influence

As at the date of this Prospectus, certain Shareholders, including, but not limited to, Anfar
Invest AS, Westcon Group AS, AS Clipper and Geo Innova AS control a significant percentage
of the share capital of the Company. In addition, Fairfield will receive 33,500,000
Consideration Shares and 18,250,000 Consideration Warrants subject to completion of the
Transaction. Assuming completion of the Transaction, Fairfield will have a total shareholding
of 51,750,000 Shares subject to exercise of all Consideration Warrants. This will, subject to
issuance of the Private Placement Shares, the Consideration Shares, full subscription and
issuance of the Offer Shares and the Consideration Warrants, represent 24.4% of the total
outstanding Shares. A concentration of ownership may have the effect of delaying, deterring
or preventing a change of control of the Company, which in turn could have a material and
adverse effect on the fair market value of the Shares. Further, the interests of Shareholders
exerting a significant influence over the Company's management and affairs and over matters
requiring shareholder approval, including the election of the Company's Board of Directors
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and approval of significant corporate transactions, which may not in all matters be aligned
with the interests of the Company and the other shareholders of the Company. Major
Shareholders may also decide to sell large blocks of Shares, thereby reducing the market price
of the Shares.
2.4

Risks related to the Transaction and the Combined Business

2.4.1

Risks related to completion of the Transaction.

Completion of the Transaction is subject to certain conditions set out in the Sale and Purchase
Agreement, see section 5.4 of this Prospectus. If any of such conditions are not satisfied or
waived in the manner contemplated by the Sale and Purchase Agreement, the Transaction
may not be completed, or may not be completed in the manner described in this Prospectus.
In particular, the Transaction may not be completed if the Company fails to raise the required
funds for the cash consideration of the Transaction. The satisfaction of this condition is outside
the control of the Company, and there can be no guarantee that the Transaction will be
completed, which may in turn have a material adverse effect on the business, results of
operations, cash flows, financial condition and/or prospects of Magseis.
2.4.2

Risks related to the business of the Company should the Transaction not be
completed.

On 12 December 2018 the share capital increase relating to the issuance of the 73,923,304
Private Placement Shares were approved by the EGM. Gross proceeds of NOK 1,253 million
was received by the Company on 14 December 2018, and the share capital increase relating
to the private Placement Shares was registered in the NRBE on 17 December 2018. As of the
date of the Prospectus the Transaction is conditional upon the factors set out in section 5.3
"Conditions for closing of the Transaction". There is a risk to the Company that, while having
received the proceeds from the Private Placement, the Transaction is cancelled. If the
Transaction is cancelled, there is no guarantee that the Company will be able to apply these
funds effectively, and this could adversely affect the trading price of the Shares and could
have a material adverse effect on the business, results of operations, cash flows, financial
condition and/or prospects of Magseis.
2.4.3

The Group will incur substantial acquisition-related costs in connection with the
Transaction.

The Group has incurred and will incur transaction costs and expenses in connection with the
Transaction. Moreover, management resources may be diverted in an effort to complete the
Transaction. If the Transaction is not completed, Magseis will have incurred costs for which it
will have received little or no benefit. Furthermore, if the Transaction is not completed,
Magseis may experience negative reactions from the financial markets, the media and its
shareholders, potential investors, customers, employees and other stakeholders. Each of
these factors may materially and adversely affect the trading price of the Shares and could
have a material adverse effect the business, results of operations, cash flows, financial
condition and/or prospects of the Group.
2.4.4

The unaudited pro forma financial information included in the Prospectus has been
prepared solely to show what the significant effects of the Transaction might have
been had the Transaction occurred at an earlier date and does not purport to present
the results of operations or financial condition of the Group, nor should it be used as
the basis of projections of the results of operations or financial condition of the Group
for any future period or date.

This Prospectus includes unaudited pro forma condensed consolidated financial information
for the Combined Business for the year ended 31 December 2017 and as of 30 September
2018 (the “Unaudited Pro Forma Financial Information”). Although the Unaudited Pro
Forma Financial Information is based on estimates and assumptions based on current
circumstances believed to be reasonable, actual results could have materially differed from
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those presented herein. There is a greater degree of uncertainty associated with pro forma
figures than with actual reported results. Further, as set out in section 11.9 "Presentation of
Fairfield Seismic Technologies Business – Selected financial information", the numbers that
form basis for IFRS 15 (Revenue from Contracts with Customers) for the Fairfield Seismic
Technologies Business are restricted due to anti-trust considerations. The Company has not
been granted sufficient access to the customer contracts of the Fairfield Seismic Technologies
Business to be able to evaluate any material differences in revenue recognitions practice
compared to Magseis.
The Unaudited Pro Forma Financial Information has been prepared for illustrative purposes
only and, because of its nature, addresses a hypothetical situation and, therefore, does not
purport to present the results of operations of the Group as if the Transaction had occurred
at the commencement of the period being presented, or the financial condition of the Group
as of the date being presented, nor should it be used as the basis of projections of the results
of operations for the Group for any future period or the financial condition of the Group for
any date in the future.
2.4.5

The Fairfield Seismic Technologies Business has not been subject to separate financial
reporting.

As set out in section 11.9 "Presentation of Fairfield – Selected financial information" and 15.3
"Basis for preparation and accounting policies" the Fairfield Seismic Technologies Business
has not been subject to separate financial reporting. The numbers presented as selected
financial information, and the numbers that form basis for the Unaudited Pro Forma Financial
Information, are based on unaudited management accounts. No assurance can be given that
these numbers represent the actual results of the Fairfield Seismic Technologies Business.
Any miscalculations or other faults in the financial information for the Fairfield Seismic
Technologies Business may have a material adverse effect on the business, results of
operations and financial condition of the Combined Business.
2.4.6

Magseis is acquiring an ongoing business with a number of exposures relating to the
period prior to closing.

By the acquisition of the Fairfield Seismic Technologies Business, Magseis is acquiring liabilities
and other exposures relating to that business and which stems from periods prior to Closing.
The Company's protection against such liabilities and other exposures under the Sale and
Purchase Agreement is limited both by the scope of the warranties provided by Fairfield and
by the amount and time limitations applicable to these warranties (see Section 5.3 "Key
Transaction terms and financing plan" for further details about the warranties, which are in
line with customary warranties for transactions). Pre-Completion liabilities and other
exposures may have a material adverse effect on the business, results of operations, cash
flows, financial conditions and/or prospects of Magseis.
2.4.7

The assumptions made in preparing the financial targets and outlook for Magseis and/
or the Fairfield Seismic Technologies Business included in this Prospectus may prove
incorrect, incomplete or inaccurate.

The financial targets and outlook included for the Company and/or the Fairfield Seismic
Technologies Business included in this Prospectus, which include targets with respect to
revenues and capex, reflect numerous assumptions made by Magseis and Fairfield
management. These assumptions relate to commercial expectations and other external
factors, including political, legal, fiscal, market and economic conditions and applicable
legislation, regulations and rules (including, but not limited to, accounting policies and
accounting treatments) and movements in foreign exchange rates, all of which are difficult to
predict and are beyond the Company's control. The assumptions are based on current backlog,
but also assume that a significant volume of additional contracts with revenue for the relevant
period are entered into. Accordingly, there is a risk that the assumptions made in preparing
such financial targets and outlook could prove incorrect, incomplete or inaccurate, in particular
that the Company is not able to enter into such additional contracts at all or at the expected
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level, or that existing contracts might not be completed and involve actual payment in
accordance with their terms, and there may accordingly be differences between Magseis’
actual and projected revenues and capex, which could be material in nature and impact the
Company's Share price. The inclusion of the financial targets and outlook in this Prospectus
should not be regarded as an indication that Magseis or its Management considered or consider
such outlook to be guaranteed reliable predictions of future events. Accordingly, investors are
strongly urged not to place undue reliance on any of these statements.
2.4.8

Magseis may not achieve the expected benefits of the Transaction.

The acquisition of the Fairfield Seismic Technologies Business represents an acquisition of a
size and complexity not experienced by the Company before and in order for the acquisition
to be successful, the Company must succeed in integrating the Fairfield Seismic Technologies
Business into the Group in a manner enabling the business of both the Fairfield Seismic
Technologies Business and Magseis to be continued in a manner not negatively affecting the
businesses and enabling the Group to achieve the desired economic effects. The Company will
face foreseen and may also face unforeseen risks and challenges when integrating the Fairfield
Seismic Technologies Business into its existing business. Magseis' ability to benefit from
enhanced business opportunities, is dependent on business conditions in future periods that
cannot be predicted or measured with certainty.
Magseis cannot be certain that the integration of the Fairfield Seismic Technologies Business
into its existing business will result in the expected benefits from anticipated business
opportunities, revenue enhancements or growth levels or that such results can be achieved
in the timeframe expected. Future business conditions and events may reduce, eliminate or
delay Magseis' ability to realize them.
Further, the growth and operating strategies for the combined group may not be successful.
Magseis may fail to realize the anticipated benefits of the Transaction due to integration and
other challenges, including, but not limited, to:
•

complications consolidating corporate and administrative infrastructures, including
information technology, communications and other systems;

•

difficulties retaining employees;

•

inability to coordinate research and development, marketing and other functions;

•

potential disruption of ongoing businesses or inconsistencies in standards, controls,
procedures and policies which could have a material adverse effect on the ability to
maintain relationships with customers, suppliers or creditors;

•

diversion of management’s attention and resources from ongoing business concerns;
and

•

difficulties mitigating contingent and assumed liabilities.

The inability to benefit from business opportunities, experience revenue and overall growth
or to meet the expected cost of integrating Fairfield Seismic Technologies Business, or inability
to achieve them within the expected timeframe, could have a material adverse effect on
Magseis' business, financial condition, operating results and/or cash flows.
2.5

Risks related to the Fairfield Seismic Technologies Business

The risks described under section 2.1 "Risks relating to the business of the Group" also
affect the Fairfield Seismic Technologies Business' operations.
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3.

RESPONSIBILITY FOR THE PROSPECTUS

This Prospectus has been prepared in connection with the Transaction.
The Board of Directors of Magseis ASA accepts responsibility for the information contained in
this Prospectus. The members of the Board of Directors confirm that, after having taken all
reasonable care to ensure that such is the case, the information contained in this Prospectus
is, to the best of their knowledge, in accordance with the facts and contains no omissions
likely to affect its import.

Oslo, 17 December 2018

Jan P. Grimnes
Chairman

Jan B. Gateman
Board member

Gro Gunleiksrud Haatvedt
Board member

Bettina Bachmann
Board member

Edvin Endresen
Board member
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4.

PRESENTATION OF INFORMATION

4.1

Date of information

The information contained in this Prospectus is current as at the date of the Prospectus and
is subject to change or amendment without notice. Except as required by applicable law and
stock exchange rules, the Company does not undertake any duty to update the information
in this Prospectus. The publication of this Prospectus shall not under any circumstances create
any implication that there has been no change in the Group's affairs or that the information
herein is correct as of any date subsequent to the date of this Prospectus.
4.2

Presentation of financial information

4.2.1

Introduction

The financial information contained in this Prospectus related to the Group has been derived
from the Group’s audited consolidated financial statements as of, and for the years ended, 31
December 2017 and 2016 (the “Financial Statements”) and the Group’s unaudited
consolidated interim financial statements as of, and for the nine months ended, 30 September
2018 and 2017 (the “Interim Financial Statements”). The Financial Statements have been
prepared in accordance with the International Financial Reporting Standards, as adopted by
the EU (“IFRS”), while the Interim Financial Statements have been prepared in accordance
with International Accounting Standard 34 “Interim Financial Reporting” as adopted by the EU
(“IAS 34”). The financial statement for 2017 has been audited by Deloitte AS, as set forth in
their auditor’s report included therein. The financial statement for 2016 has been audited by
KPMG AS, as described in section 13.6. The Financial Statements and the Interim Financial
Statements are together referred to as the “Financial Information”. The Financial Information
is incorporated by reference to this Prospectus, see Section 22.1 “Incorporation by Reference”.
The Company presents the Financial Information in USD (presentation currency) rounded to
the nearest thousands.
4.2.2

Fairfield Seismic Technologies Business' financial statements

The financial information contained in this Prospectus relating to Fairfield Seismic Technologies
Business being acquired from Fairfield has been derived from Fairfield’s audited financial
statements as of, and for the year ended 31 December 2017 and from unaudited financial
statements as of, and for the nine months ended 30 September 2018. Fairfield Seismic
Technologies Business comprises the following components:
-

The carve-out of Fairfield’s Seismic Technologies business in the US comprising the
data acquisition, nodal and system sale & rental activities. The carved-out business
will be transferred to a newly incorporated company (the "US Business" or “NewCo”).
As the US Business will be carved-out for the purpose of the Transaction, there is no
separate historical financial information available.

-

100% of the shares of Fairfield International Limited, being the parent company for
the WGP group in the UK. Fairfield acquired the WGP Group through an asset
acquisition on 1 January 2018. Therefore, there is no audited historical financial
information available for 2017 for WGP Group.

The full year 2017 information for the US Business has been extracted by Fairfield
management from the audited financial statements of Fairfield Industries Incorporated.
Carve-out financial information covering the US Business prepared by Fairfield management
is based on Fairfield's accounting principles and US GAAP.
The full year 2017 information for WGP Group has been extracted by Fairfield management
from the unaudited management accounts and certain publicly available information of the
previous owner of the WGP Group. WGP Group financial information prepared by Fairfield
management is based on WGP's accounting principles and IFRS. All financial information for
WGP Group is presented in USD.
36

The information for the 9 months up to 30 September 2018 for the US Business and for WGP
Group has been prepared by Fairfield from unaudited management accounts.
4.2.3

Pro forma financial information

The Transaction triggers the requirement of pro forma financial information. The unaudited
condensed pro forma financial information in this Prospectus (the "Pro Forma Financial
Information") has been prepared assuming the Transaction will be completed.
The Pro Forma Financial Information has been prepared for illustrative purposes only to show
how the Transaction might have affected the Company’s consolidated statements of income
for 2017 and for the nine months ended 30 September 2018 as if the Transaction occurred
on 1 January 2017 and the consolidated statements of financial position as of 31 December
2017 and as of 30 September 2018 as if the Transaction had occurred at the balance sheet
date.
The Pro Forma Financial Information has been compiled to comply with the
requirements in section 3.5.2.6 of the Continuing Obligations and in accordance with Annex
II of Regulation (EC) 809/2004.
The unaudited pro forma condensed combined financial information presented in this
Prospectus does not necessarily represent the financial position or results of operations of the
Combined Group had the completion of the Transaction in fact occurred on such dates or at
the beginning of such periods and is not necessarily indicative of the financial position or
results of operations of Magseis for any future date or period. The unaudited financial
information for the Fairfield Seismic Technologies Business does not include all information
required for financial statements under IFRS and should be read in conjunction with the
historical information of the Company.
Unless otherwise stated herein, the financial information set out in this Prospectus is
unaudited.
4.3

Rounding

Percentages and certain amounts included in this Prospectus have been subject to rounding
adjustments (by rounding to the nearest whole number or decimal or fraction, as the case
may be). Accordingly, figures shown for the same category presented in different tables may
vary slightly. As a result of rounding adjustments, the figures presented may not add up to
the total amount presented.
4.4

Industry and market data

This Prospectus contains statistics, data, statements and other information relating to
markets, market sizes, market shares, market positions and other industry data pertaining to
the Group's business and the industries and markets in which it operates. Unless otherwise
indicated, such information reflects the Group's estimates based on analysis of multiple
sources, including data compiled by professional organisations, consultants and analysts and
information otherwise obtained from other third party sources, such as annual and interim
financial statements and other presentations published by listed companies operating within
the same industry as the Group, as well as the Group's internal data and its own experience,
or on a combination of the foregoing. Unless otherwise indicated in the Prospectus, the basis
for any statements regarding the Group's competitive position is based on the Company's own
assessment and knowledge of the market in which it operates.
The Company confirms that where information has been sourced from a third party, such
information has been accurately reproduced and that as far as the Company is aware and is
able to ascertain from information published by that third party, no facts have been omitted
that would render the reproduced information inaccurate or misleading. Where information
sourced from third parties has been presented, the source of such information has been
identified. The Company does not intend, and does not assume any obligations to, update
industry or market data set forth in this Prospectus.
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Industry publications or reports generally state that the information they contain has been
obtained from sources believed to be reliable, but the accuracy and completeness of such
information is not guaranteed. The Company has not independently verified and cannot give
any assurances as to the accuracy of market data contained in this Prospectus that was
extracted from these industry publications or reports and reproduced herein. Market data and
statistics are inherently predictive and subject to uncertainty and not necessarily reflective of
actual market conditions. Such statistics are based on market research, which itself is based
on sampling and subjective judgments by both the researchers and the respondents, including
judgments about what types of products and transactions should be included in the relevant
market.
As a result, prospective investors should be aware that statistics, data, statements and other
information relating to markets, market sizes, market shares, market positions and other
industry data in this Prospectus and projections, assumptions and estimates based on such
information may not be reliable indicators of the Company's future performance and the future
performance of the industry in which it operates. Such indicators are necessarily subject to a
high degree of uncertainty and risk due to the limitations described above and to a variety of
other factors, including those described in Section 1 "Risk Factors" and elsewhere in this
Prospectus.
4.5

Forward-looking statements

This Prospectus contains forward-looking statements. All statements contained in this
Prospectus other than statements of historical fact, including statements regarding the
Company's future results of operations and financial position, its business strategy and plans,
and its objectives for future operations, are forward-looking statements. The words "believe",
"may", "will," "estimate," "continue," "anticipate," "intend," "expect," and similar expressions
are intended to identify forward-looking statements. The Company has based these forwardlooking statements largely on its current expectations and projections about future events
and trends that it believes may affect its financial condition, results of operations, business
strategy, short-term and long-term business operations and objectives, and financial needs.
Forward-looking statements are subject to a number of risks and uncertainties, and are based
on numerous assumptions regarding the Group's present and future business strategies and
the environment in which the Group operates. The actual results, performance or
achievements of the Group may differ materially from any future results, performance or
achievements expressed or implied by such forward-looking statements. Although the
Company believes that the expectations reflected in the forward-looking statements are
reasonable, it cannot guarantee future results, levels of activity, performance, or
achievements. Given these uncertainties, investors should not rely upon forward-looking
statements as predictions of future events or performance.
Except as required by applicable law or stock exchange rules, the Company does not intend,
and expressly disclaims any obligation or undertaking, to update any of these forward-looking
statements after the date of this Prospectus or to conform these statements to actual results
or revised expectations.
Forwards-looking statements are found in Sections 5 "The Transaction", 9 "Industry and
Market", 10 "Presentation of Magseis", 11 "Presentation of Fairfield Seismic Technologies
Business", 16 "Board of Directors, Management, employees and corporate governance" and
17 "Corporate information and description of the share capital".
4.6

No advice

The contents of this Prospectus are not to be construed as legal, business or tax advice. Each
prospective investor should consult his or her own lawyer, financial adviser or tax adviser for
legal, financial or tax advice in relation to any subscription, purchase or proposed subscription
or purchase of any Shares. Each prospective investor should consult with such advisers as
needed to make its investment decision and to determine whether it is legally permitted to
hold Shares under applicable legal investment or similar laws or regulations. Investors should
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be aware that they may be required to bear the financial risks of any investment in the Shares
for an indefinite period of time.
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5.

THE TRANSACTION

5.1

Overview of the Transaction

The Company and Fairfield Industries Incorporated ("Fairfield") announced on 30 October
2018 that the parties have entered into a transaction agreement whereby the Company will
acquire the Seismic Technologies business from Fairfield, comprising data acquisition, nodal
and system sale & rental activities, but excluding the Brazilian operations (the "Fairfield
Seismic Technology Business") (the "Transaction"). The Transaction is structured as a
purchase of all membership interests in Fairfield's US subsidiary Fairfield Seismic Technologies
LLC ("NewCo") and all shares in Fairfield's UK subsidiary, Fairfield Industries International
Limited including its subsidiaries (jointly "WGP Group"). The Brazilian operations of Fairfield
are not part of the Transaction and are therefore also excluded from the pro forma information
set out in section 15.
The Company's new and wholly owned Norwegian subsidiary, Magseis FF AS, will be the
purchaser of the membership interest in FST, and the Company will purchase all of the shares
of the WGP Group.
The consideration in the Transaction comprises a combination of cash, Shares, warrants and
an earn-out payment, with the agreed purchase price based on an enterprise value of
approximately USD 233 million. Further details regarding the consideration are set out below.
Fairfield Seismic Technologies is a leading provider of marine ocean bottom nodal (“OBN”)
seismic systems. The Fairfield Seismic Technologies Business has performed 45 OBN surveys
globally since 2005 and owns an extensive portfolio of intellectual property for both OBS, land
and permanent reservoir monitoring solutions. Headquartered in Houston, the Fairfield
Seismic Technology Business has approximately 230 full-time employees and 250 contracted
personnel.
The Transaction combines two highly complementary businesses to create a leading provider
of marine seismic solutions, including Ocean Bottom Seismic (“OBS”):

5.2

•

Unmatched global presence through complementary geographical footprints

•

Combined client base comprising the world’s largest E&P companies

•

Most efficient technologies for all OBS segments and offerings

•

Demonstrated track-record and profitability

•

Solid combined backlog of more than USD 350 million

•

Positioned for accelerated growth in the expanding marine seismic industry
Key Transaction terms and financing plan.

The purchase price payable for the Business by Magseis is be based on an enterprise value of
approximately USD 233 million.
As consideration for the Business, Fairfield shall receive:
(i) a cash consideration of USD 165,000,000 ("Cash Consideration");
(ii) a loan note with a nominal value of NOK 567,825,000 ("RLN"), which shall be converted
into 33,500,000 new shares in the Company through a contribution in kind to a subscription
price of NOK 16.95 ("Consideration Shares"); and
(iii) 18,250,000 warrants (the "Consideration Warrants"). The Warrants may be exercised
within a period of five years at a subscription price of NOK 25.425 per share.
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The Consideration Shares and any shares to be issued pursuant to the Consideration Warrants
will be subject to an 18 months and 6 months lock-up, respectively, pursuant to which such
shares, subject to certain exceptions, cannot be sold or otherwise transferred without the
prior consent of Magseis.
Through the acquisition of the WGP Group, the Company inherits and obligation to settle an
earn-out payment of up to USD 10,000,000 based on whether certain key contracts are
secured by the WGP Group or not.
Further, the Business includes an on-going project in the Middle East, which is transferred to
the Company as part of the Transaction and whereby Fairfield will be entitled to an earn-out.
Fairfield and the Company have agreed that the financial contribution (i.e. all income under
the project less direct costs) shall be divided between the parties, whereby Fairfield will
receive 40% of the financial contribution and the Company will receive 60% of the financial
contribution.
The purchase price is subject to a normal adjustment for net debt and deviations from
normalised working capital as of the completion date. The Earn-out obligations are not
regarded as debt items in this adjustment.
Magseis intends to finance the cash consideration through a combination of the issuance of
new shares in a Private Placement, which will be completed on 17 December 2018, as
described in section 6, and debt of USD 50 million through a facility entered into with DNB,
as described in section 14.3 "Funding structure and restrictions on the use of capital for the
Group".
5.3

Conditions for closing of the Transaction

Completion of the Transaction is conditional upon no material breach of warranties in the
period up until completion and certain other customary conditions.
5.4

Timeline

Completion date of the Transaction is estimated to be on or about 18 December 2018 provided
that the Conditions for Completion of the Transaction are fulfilled, or another date the parties
agree upon (the "Completion Date").
The Transaction may be terminated by either party if the Transaction has not been closed on
or before 28 February 2019, except where the party who seeks to terminate the Transaction
has not complied with its obligations under the Transaction agreement.
5.5

Agreements for the benefit of close associates

There are no agreements in connection with the Transaction in favor of Magseis' senior
executives or directors, or for senior executives or directors of Fairfield or the Fairfield Seismic
Technologies Business other than the incentive plan described above. The EGM also approved
that the Board of Directors, at their sole discretion, may resolve to award the full bonus based
on operational results in 2018 to the Company's employees, including the Company's
management, in connection with the Transaction.
5.6

Expenses

The Company is expected to incur approximately NOK 55-60 million in connection with the
signing and completion of the Transaction.
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6.

LISTING OF THE PRIVATE PLACEMENT SHARES

6.1

Background

To finance part of the Transaction and to strengthen the Company's capital position, the
Company launched a private placement on 7 November 2018 (the “Private Placement”).
The Private Placement was successfully placed on 8 November, through the conditional
allocation of 73,923,304 new Shares at a subscription price of NOK 16.95 per share
(previously defined as the Private Placement Shares), raising gross proceeds of NOK 1,253
million.
On 12 December 2018 the share capital increase relating to the issuance of the 73,923,304
Private Placement Shares were approved by the EGM. Gross proceeds of NOK 1,253 million
was received by the Company on 14 December 2018, and the share capital increase relating
to the private Placement Shares was registered in the NRBE on 17 December 2018. The first
day of listing of the Private Placement Shares is expected to be on or about 17 December
2018.
The Private Placement Shares rank pari passu in all respects with the other existing Shares
and will carry full shareholder rights in the Company from the time of registration of the share
capital increase pertaining to the issue of the Private Placement Shares in the NRBE. The
Private Placement Shares are eligible for any dividends which the Company may declare after
said registration. All Shares, including the Private Placement Shares, will have voting rights
and other rights and obligations which are standard under the Norwegian Public Companies
Act, and are governed by Norwegian law. Please refer to Section 17 "Corporate Information
and description of the share capital" for a more detailed description of the Shares.
The Private Placement Shares will be registered on the same ISIN as the existing Shares,
being ISIN number NO 0010663669, and will be listed on Oslo Børs under ticker code "MSEIS",
following approval of this Prospectus. The Company's registrar is DNB Bank ASA, DNB Markets
Registrars department, Dronning Eufemias gate 30, 0021 Oslo, Norway. The Shares is
expected to be eligible for trading on Oslo Børs on or about 17 December 2018.
The subscription price was the result of an accelerated bookbuilding process.
In order for the Company to obtain the required equity funding for the Transaction, the Board
considered it beneficial for the Company to carry out the Private Placement. On this basis,
and based on an assessment of the current equity market, the Board considered the Private
Placement to be required and in the common interest of the Company and its shareholders.
Arctic Securities AS and DNB Markets, a part of DNB Bank ASA are acting as Joint Global
Coordinators and Pareto Securities AS as Joint Bookrunner (together with the Joint Global
Coordinators, the “Managers”) for the Private Placement.
6.2

The Private Placement Shares

Following completion of the Private Placement, the Company has a share capital of NOK
7,574,118.10 divided on 151,482,362 Shares each with a par value of NOK 0.05. The
Company has only one class of shares outstanding and all Shares are freely transferable.
6.3

Dilution

The immediate dilution for the existing shareholders not participating in the Private Placement
is approximately 48.8%.
6.4

Resolution regarding the issuance of the Private Placement Shares

At the extraordinary general meeting held on 12 December 2018 the following resolution
regarding the issuance of the Private Placement Shares was passed:
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(1)

The Company's share capital is increased by NOK 3,696,165.20 from 3,877,952.90 to NOK
7,574,118.10 through the issuance of 73,923,304 new shares, each with a nominal value of
NOK 0.05.

(2)

The subscription price shall be NOK 16.95 per share.

(3)

Existing shareholders' pre-emptive rights to subscribe the new shares in accordance with
section 10-4 first paragraph in the Norwegian Public Limited Liability Companies Act (the
“NPLC”) are set aside in accordance with section 10-5 of the NPLC.

(4)

The new shares shall be subscribed by the Company's managers in the Private Placement,
Arctic Securities AS, DNB Markets (a part of DNB Bank ASA) and Pareto Securities AS, on
behalf of, and pursuant to proxies from, the investors participating in and being allocated
shares by the Board in the Private Placement. Subscription shall be made on a separate
subscription form.

(5)

The deadline to subscribe the new shares are 12 December 2018. The Board is authorised
to extend the deadline on one or several occasions, however no later than 28 February 2019.

(6)

The total subscription amount shall be paid to the Company’s bank account designated for
share issue purposes within 13 December 2018 or, in the event of an extension of the
subscription period, within such later deadline as determined by the Board.

(7)

The new shares entitle the holder to dividend and other shareholder rights as from the time
of registration of the share capital increase with the Register of Business Enterprises.

(8)

The Private Placement is part of a larger process, which also includes the Transaction, the
issuance of the Consideration Shares, the issuance of Warrants, the Repair Offering and the
Retention Program for the new employees. The Company's costs associated with the full
process are estimated to approximately NOK 45-50 million excl. VAT.

(9)

Section 4 of the Articles of Association shall be amended so as to reflect the share capital
and the number of shares after the share capital increase.

(10)

This resolution is made subject to the general meeting resolving to approve the Board's
proposal for election of new chairman of the Board in item 5, election of member of the
nomination committee in item 6, share capital increase in connection with issuance of
consideration shares in item 8, issuance of Warrants in item 9, retention program for new
employees transferred to the Company in connection with the Transaction in item 10 and
authorisation to increase the share capital – repair offering in item 12.

6.5

Proceeds and expenses related to the listing of the Private Placement Shares

The Private Placement is part of a larger process, which also includes, amongst others, the
Transaction, the issuance of the Consideration Shares, the issuance of Consideration
Warrants, and the Repair Offering. The Company's costs associated with the full process are
estimated to approximately NOK 55-60 million excl. VAT, whereas NOK 50 million is related
to the Private Placement, indicating net proceeds of NOK 1,203 million.
6.6

Use of proceeds

The proceeds of the Private Placement of MUSD 147.4, together with the MUSD 50 debt
facility, net of transaction costs of MUSD 6.8 will to be used to fund the MUSD 165 cash portion
of the Transaction. The remaining funds of MUSD 24.4 together with secured cash flows from
operations will be used to finance committed investments and for general corporate purposes
going forward. In respect of secured cash flows for 2019 attention is drawn to the contract for
sale of 17,000 MASS 1 ocean bottom seismic nodes to BGP Offshore, China National Petroleum
Corporation announced on 8 October 2018. These nodes will be delivered in several batches
in the period beginning Q4 2018 through Q3 2019. The total estimated contract sales value is
MUSD 150.
6.7

Jurisdiction and governing law

The Private Placement Shares have been issued in accordance with the rules of the Norwegian
Public Limited Liability Companies Act.
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6.8

Interests of natural and legal persons in the Private Placement

The Managers or their affiliates have provided from time to time, and may provide in the
future, investment services to the Company and its affiliates in the ordinary course of
business, for which they may have received and may continue to receive customary fees and
commissions. The Managers do not intend to disclose the extent of any such investments or
transactions otherwise than in accordance with any legal or regulatory obligation to do so.
The Managers have received a management fee in connection with the Private Placement
which comprises an amount equal to 3.0% of the gross proceeds raised in the Private
Placement and, as such, did have an interest in the Private Placement. As the recipients of
the Private Placement Shares, the investors having been allocated the Private Placement
Shares also have an interest in the Private Placement. Beyond the above-mentioned, the
Company is not aware of any interest, including conflicting ones, of any natural or legal
persons involved in the Private Placement.
6.9

Participation of Company's Management, Board of Directors and major
existing shareholders in the Private Placement

The following members of the Company’s management, supervisory or administrative bodies
and major existing shareholders participated in the Private Placement:
Redback AS, controlled by Jan P. Grimnes who is the Chairman of the Board, was allocated
884,956 shares and will following completion of the Private Placement own 3,218,289 shares
in the company.
Shell Technology Ventures, represented on the Board by Bettina Bachmann, was allocated
471,976 shares and will following completion of the Private Placement own 3,530,339 shares
in the Company.
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7.

LISTING OF THE CONSIDERATION SHARES

7.1

Background

On 30 October 2018, the Company announced that it had entered into a Sale and Purchase
Agreement pursuant to which the Company had agreed to purchase the Fairfield Seismic
Technology Business from Fairfield as set out in section 5 of the Prospectus.
Part of the consideration shall be settled through the issuance of 33,500,000 new ordinary
Shares in Magseis to Fairfield at a subscription price of NOK 21 per share (previously defined
as the Consideration Shares) as further described in section 5 "The Transaction". The
Consideration Shares shall be subscribed for at the closing date of the Transaction. The
Transaction is expected to be closed on or about 18 December 2018. The share capital
increase related to the issuance of the Consideration Shares is expected to be registered in
the NRBE on or about 20 December 2018. The Consideration Shares are expected to be issued
to Fairfield on or about 20 December 2018 and listed on Oslo Børs on or about 20 December
2018 on the Company's ordinary ISIN, being NO 0010663669.
The Consideration Shares will rank pari passu in all respects with the other existing Shares
and will carry full shareholder rights in the Company from the time of registration of the share
capital increase pertaining to the issue of the Consideration Shares in the NRBE. The
Consideration Shares will be eligible for any dividends which the Company may declare after
said registration. All Shares, including the Consideration Shares, will have voting rights and
other rights and obligations which are standard under the Norwegian Public Companies Act,
and are governed by Norwegian law. Please refer to Section 17 "Corporate Information and
description of the share capital" for a more detailed description of the Shares.
The issuance of Consideration Shares implies that the existing shareholders’ pre-emptive
rights to subscribe new shares are set aside. The Board is of the opinion that it is necessary
to set aside the pre-emptive rights for existing shareholders to secure completion of the
Transaction, which is in the common interest of the Company and its shareholders.
Fairfield has agreed to a lock-up period of 18 months for the Consideration Shares, meaning
that Fairfield cannot divest the Consideration Shares before 18 months after completion of
the Transaction.
7.2

The Consideration Shares

Following the issuance of the Private Placement Shares and the Consideration Shares, the
Company will have a share capital of NOK 9,249,118.1 divided on 184,982,362 Shares each
with a par value of NOK 0.05. The Company has only one class of shares outstanding and all
Shares are freely transferable.
7.3

Dilution

The dilution for the existing shareholders from the issuance of the Consideration Shares
relative to the Shares outstanding prior to the issuance of the Private Placement Shares is
approximately 30.2%. The aggregate dilution for the existing shareholders not participating
in the Private Placement after the issuance of the Consideration Shares is approximately
58.1%.
7.4

Resolution regarding the issuance of the Consideration Shares

At the extraordinary general meeting held on 12 December 2018 the following resolution
regarding the issuance of the Consideration Shares was passed:
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(1)

The Company's share capital is increased by NOK 1,675,000 through the issuance of
33,500,000 new shares, each with a nominal value of NOK 0.05.

(2)

The subscription price shall be NOK 16.95 per share.

(3)

Existing shareholders' pre-emptive rights to subscribe the new shares in accordance with
section 10-4 first paragraph in the Norwegian Public Limited Liability Companies Act (the
“NPLC”) are set aside in accordance with section 10-5 of the NPLC.

(4)

The new shares shall be subscribed by Fairfield Industries Incorporated, address 9811 Katy
Fwy, Suite 1200, Houston, Texas 77024. Subscription shall be made on a separate
subscription form.

(5)

The deadline to subscribe the new shares are 28 February 2019.

(6)

Settlement of the contribution shall be made by a contribution in kind of a claim of
NOK 567,825,000 against the Magseis FF AS.

(7)

The new shares entitle the holder to dividend and other shareholder rights as from the time
of registration of the share capital increase with the Register of Business Enterprises.

(8)

The capital increase is part of a larger process, which also includes the Transaction, the
Private Placement, the issuance of Warrants, the Repair Offering and the Retention Program
for the new employees. The Company's costs associated with the full process are estimated
to approximately NOK 45-50 million excl. VAT.

(9)

Section 4 of the Articles of Association shall be amended so as to reflect the share capital
and the number of shares after the share capital increase.

7.5

Expenses related to the listing of the Consideration Shares

The issuance and listing of the Consideration Shares are part of a larger process, which also
includes, amongst others, the Transaction, the issuance and listing of the Private Placement
Shares, the issuance of Consideration Warrants, and the Repair Offering. The Company's costs
associated with the full process are estimated to approximately NOK 55-60 million excl. VAT.
The Company or the Managers will not charge any expenses or taxes to Fairfield.
7.6

Jurisdiction and governing law

The Consideration Shares will be issued in accordance with the rules of the Norwegian Public
Limited Liability Companies Act.
7.7

Interests of natural and legal persons in the issuance of the Consideration
Shares

As the recipients of the Consideration Shares, Fairfield has an interest in the issuance of the
Consideration Shares. Beyond the above-mentioned, the Company is not aware of any
interest, including conflicting ones, of any natural or legal persons in the issuance of the
Consideration Shares.
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8.

DIVIDENDS AND DIVIDEND POLICY

8.1

Dividend policy

In view of the Company’s planned expansion and growth of its business, Magseis may retain
all available financial resources and any earnings generated by the operations for use in
expanding the business during the next few years. The payment of any dividends in the future
would depend on a number of factors, including future earnings, capital requirements,
financial conditions and future prospects, applicable restrictions on the payment of dividends
under Norwegian law and other factors the Board of Directors may consider relevant.
8.2

Dividend history

The Company has not declared or paid any dividends since its incorporation.
8.3

Legal constraints on the distribution of dividends

The Norwegian Public Limited Liability Companies Act provides several constraints on the
distribution of dividends:
•

Dividend may only be distributed to the extent that the Company after the distribution
has a sound equity and liquidity.

•

The Company may only distribute dividends to the extent that its net assets following
the distribution are at least equal to the sum of (i) the Company's share capital, (ii) the
reserve for valuation differences and (iii) the reserve for unrealised gains. In determining
the distribution capacity, deductions must be made for (i) the aggregate amount of any
receivables held by the Company and dating from before the balance sheet date which
are secured by a pledge over Shares in the Company, (ii) any credit and collateral etc.
from before the balance sheet date which according to Sections 8-7 to 8-10 of the
Norwegian Public Limited Liability Companies Act must not exceed the Company's
distributable equity (unless such credit has been repaid or is set-off against the dividend
or such collateral has been released prior to the decision to distribute the dividend), (iii)
other dispositions carried out after the balance sheet date which pursuant to law must
not exceed the Company's distributable equity and (iv) any amount distributed after the
balance sheet date through a capital reduction.

•

The calculation of the distributable equity shall be based on the balance sheet in the
Company's last approved annual accounts, provided, however, that the registered share
capital as of the date of the resolution to distribute dividends shall apply. Dividends may
also be distributed by the general meeting based on an interim balance sheet which has
been prepared and audited in accordance with the provisions applying to the annual
accounts and with a balance sheet date which does not lie further back in time than six
months before the date of the general meeting's resolution.

The Norwegian Public Limited Companies Act does not provide for any time limit after which
entitlement to dividends lapses. Subject to various exceptions, Norwegian law provides a
limitation period of three years from the date on which an obligation is due. There are no
dividend restrictions or specific procedures for non-Norwegian resident shareholders to claim
dividends.
8.4

Manner of dividend payments

Any potential future payments of dividends on the Shares will be denominated in NOK, and
will be paid to the shareholders through the VPS. Payment to investors registered in the VPS
whose address is outside Norway will be conducted by the VPS registrar based on information
received from the VPS. Investors with an address outside Norway who have registered a valid
bank account with the VPS will receive the dividend payment to the registered bank account
while investors who have not registered a bank account with the VPS will receive the dividend
payment as a check mailed to the address that the investor has registered in the VPS.
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9.

INDUSTRY AND MARKET

The following information appearing under this Section 9 of the Prospectus contains
information sourced from third parties. The Company confirms that this information has
been accurately reproduced and that, as far as the Company is aware and is able to
ascertain from information published by such third parties, no facts have been omitted that
would render the reproduced information inaccurate or misleading. Where information
sourced from third parties has been presented, the source of such information has been
identified.
9.1

General marine seismic industry overview

Since the first half of the 20th Century, oil & gas companies have sought to minimize the risk
of exploration, development and production from both onshore and offshore reservoirs
through acquisition and interpretation of seismic data – subsurface imaging. For offshore
applications, seismic data is recorded through listening devices, which are either towed
behind a streamer vessel or placed directly on the seabed. These methods are called
streamer seismic and ocean-bottom seismic (OBS), respectively. Both methods measure the
time echo vibrations take from a source to a sensor.
In water the source of the echo is a series of shots from air guns, which is reflected by the
different subsurface layers and reflected back up to the sensor. Through advanced
mathematical interpretation of the duration and strength of the different waves of echoes,
imaging of the subsurface is made possible. The oil & gas companies use this information to
optimize their decisions whether or not to drill, and the exact location of wells to be drilled.
Furthermore, the seismic information depicting the fracture patterns, lithology (species of
stones), structures and fluid content of subsurface horizons, may be used by engineers in
their decisions on drilling and completion methods, and decisions on overall production for
the entire life-cycle of the reservoir.
9.2

Historical development

In recent decades the technological and methodical development of the seismic industry has
enabled a series of nuances in the different applications of seismic activities. The differences
range from plain two-dimensional (“2D”) exploration with a single streamer using
hydrophones, to reservoir fluid migration surveillance over time using stationary oceanbottom sensors with three orthogonally-oriented geophones and one hydrophone.
The currently employed seismic technologies have been developed since the 1960s with the
first use of digital recording. The historical development of seismic technologies and
solutions may be briefly summarized as follows:
1960s: The start of digital seismic data acquisition, which succeeded the analogue output
from the sensors. The now digital data could be processed and interpreted by computers.
Systematic correction of known errors increased the quality significantly; further
exacerbated by improved computer filings, storage, database management and algorithms
employed in the processing and interpretation of raw data into more reliable subsurface
seismic information.
1980s: Acquisition of 2D seismic data was the prevailing commercial method to obtain
useful information. Marine recording was conducted through towing a straight line of
receivers, fitted into one streamer, slightly below the sea surface. Geophysicists and
geoscientists attempted to create a three dimensional (“3-D”) image of the subsurface by
speculating on the characteristics of the Earth between the different 2D slices. During the
1980s the commercial development of 3D seismic acquisition evolved. Development and
cost reduction of computer processing power and acquisition techniques allowed more
widespread application of 3D seismic. Vessels towed several parallel streamers with
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receivers and the geoscientists were able to process the collected data to depict a more
complete and correctly detailed three-dimensional image of the subsurface, including
geological horizons, fault planes and structures, rock types and fluid properties. The
interpreters could more precisely pinpoint the migration paths of the hydrocarbons. New
reservoirs were found, exploration and production costs fell and the overall risk associated
with finding hydrocarbons was lowered.
1990s – 2005: 3D marine seismic adoption accelerated during the 90s and by the end of the
decade, this was the industry standard as the most important pre-drill tool. Advances in
vessel and equipment technology increased the efficiency of data acquisition and reduced
the cost of 3D data drastically. With falling commodity prices towards the end of the 1990s,
E&P companies contracted fewer new seismic surveys, which in turn led to lower speed of
technological development. As a consequence, the utilization of seismic vessels during the
late 1990s fell. To counteract the tendency and increase the vessel utilization providers of
seismic surveys started to acquire seismic data on a speculative basis, which they
capitalized as an asset with a view to selling at a later stage. These surveys were not
configured according to the specification of customers, but had the advantage that they
could be sold to multiple clients; the business model was hence called multi-client. Since the
start of multi-client several hybrid business models have evolved, where parts of the costs
associated with the acquisition and interpretation of the seismic data are pre-funded by the
end-users.
2005 – 2010: By 2005, an increase in oil & gas prices saw E&P companies starting to
significantly increase their capital spending for seismic surveys. The historical success rate
on exploration wells was 20-25% and the E&P companies’ drilling programs had become
vastly more costly. This led to a sharp rise in the pace of innovation with a strong focus on
the subsurface image quality. To improve the quality, the seismic contractors towed more
and more streamers after the vessels to obtain wider angels from the seismic source (air
gun). The number of towed streamers rose steadily and the newest vessels may tow up to
24 streamers. The second tendency, seeking to break the limitation of linear acquisition
patterns, was to acquire the data in different azimuths (directions). Multi-Azimuth (MAZ)
seismic acquisition was done by shooting the lines in different directions over the same area
and then combining the data. A third new acquisition method was wide-azimuth (WAZ),
where the concept was to de-couple the seismic source and the receivers. During the WAZ
acquisition independent source vessels shot from different angels and distances to the
streamers. There are currently a wide range of hybrid survey configurations combining the
principles of MAZ and WAZ. During this period E&P companies also started to invest more
4D seismic which is the acquisition of seismic data at regular intervals over the same area in
order to monitor the development of producing reservoirs with a view to maximising oil and
gas recovery rates.
2010 – Present: Although the financial crisis somewhat slowed down the growth and
development, the price for Brent Crude oil eventually returned to a level between USD 90
and 130. From the start of 2011 the activity was high with attractive prices offered by the
E&P companies to the seismic contractors, before the oil price started sliding in the second
half of 2014. The oil price reached a low point in the beginning of 2016 and since rose to a
level fluctuating between USD 40 to USD 60. Several seismic companies were battling low
utilisation and stretched balance sheets. However, as oil prices have started to recover, so
has the current environment and outlook for the seismic industry.
Today, the price of Brent Crude is fluctuating between USD 60 and USD 80 per barrel, and
the outlook for E&P spending is positive.
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9.2.1

Technological and methodical development leading to larger surveys and more
spending

The dynamics and spending in the seismic industry have changed significantly with the
increase in data acquisition efficiency. In 1987 a 500 square kilometre reference survey with
two streamers took approximately 20 weeks, whereas today that same survey would be
shot by 10-14 streamers and take around three weeks. In combination with this significant
increase in efficiency there has also been a four-fold increase in the amount of spending.
The E&P companies have allocated, in absolute terms, significantly more on seismic surveys.
The increases in efficiency and ability to acquire larger-scale regional surveys have
contributed to the historical high growth of the seismic market.
In parallel with the development of the streamer seismic the ocean-bottom seabed seismic
segment evolved. The OBS technologies are widely recognized as the technique yielding the
highest quality images. This approach entails OBS receivers being placed directly on the
seabed, which materially reduces noise in the data recorded and enables the additional
measurement of vibrations in the earth through the three geophones inside the sensors. The
fact that the source and the sensors are fully de-coupled allows full azimuth (360-degree
illumination of each sensor) and fold (distance to the sensors), which again significantly
improves image quality.
In addition to providing the best sub-surface imaging, OBS also remedied the problem
streamer seismic had of imaging structures and hydrocarbon below salt (through enabling
longer offsets) and gas (through recording so-called shear waves).
9.2.2

Ocean-bottom seismic (OBS) technologies

Ocean-bottom cables (OBC) have historically been the most used equipment for collecting
OBS. The principle is to lay cables on the seabed with a series of receivers integrated along
the cable. These cables are, if Magseis is excluded, up to approximately 30 kilometres long
and have a receiver typically every 25 meters. The cables are attached to either a vessel or
a buoy, and the signals are sent from the receivers through the cables to the storage unit in
the vessel or buoy. Conversely, electricity is sent from the vessel or buoy through the cables
to the receivers. A de-coupled independent source vessel with seismic air guns shoots in a
grid at the sea level. Water depths have historically been down to about 700 meters,
although OBC cables have been used down to 2,000 meters, and the daily production
ranges from approximately 1-2 square kilometres.
The advantages of this OBC technology and method are typically:
•

Real-time control of operations

•

Higher deployment speed than nodes

•

Good sampling density along the cable (distance between the receivers)

•

Light weight of the cables relative to the nodes

The disadvantages of this OBC technology and method may be:
•

Power and electrical signals are sent through the cables, which makes them
vulnerable to breakage in wires/fibre inside the cables and errors in the power
source. Particularly if the power source is located in a buoy. Furthermore, if the
cables are damaged at a certain point it may disable the rest of the cables

•

Because the signals are sent along the cables it limits the maximum possible length
of the cable. A series of signal enhancers must typically be placed along the cable

•

The systems are not suitable for ultra-deep waters
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The key suppliers of OBC are Schlumberger with the Q-Seabed system and Seabed
Geosolutions with the Sercel SeaRay systems. The latter company is a joint venture
between CGG (40%) and Fugro (60%). Finally, there is OceanGeo which is owned by ION
Geophysical.
Ocean-bottom nodes (“OBN”) on the other hand started on a commercial basis in 2005. The
nodes are autonomous battery-powered sensors, which are normally placed on the seabed
using ROVs. Due to the relative complexity and required time of placing these nodes on the
seabed the distance between them (sampling density) is often longer than with OBC. The
principle of de-coupled shooting is the same. The nodes traditionally weigh around 30
kilograms for shallow/deep water nodes, and between 30 and 150 kilograms for ultra-deep
water systems. Estimated daily production is up to 2 square kilometres for shallow water
systems and around 1.0 square kilometres for ultra-deep water systems. The battery
capacity varies between 65-75 days (temperature dependent).
The advantages of this OBN technology and method are:
•

May be operated with one vessel

•

May be used down to water depths of 4,000 meters

•

Robust with very low technical downtime

The disadvantages of this OBN technology and method may be:
•

The equipment is large and heavy, which makes handling more difficult and limits the
amount of equipment that may be brought on-board

•

The battery capacity is limited, which may demand that the nodes are recollected
before all the shooting is completed

•

It takes time to recharge the batteries, which is costly and inefficient when one is
offshore

•

The deployment/collection using ROVs is time intensive, which reduces the
production efficiency

•

The sampling density is typically more sparse, which reduces the image quality

The key suppliers in this space are Fairfield Geotechnologies with the Z100, Z700, Z3000,
ZXPLR and ZLoF systems, Seabed Geosolutions with the CASE Abyss, Trilobite and Manta
systems and OYO Geospace with their OBX nodes.
Magseis has developed a system with small, autonomous sensor capsules which can be
inserted into an optimized steel cable and deployed and recovered at high speed and in
large quantities (the Marine Autonomous System or “MASS”), or be deployed as individual
nodes with an ROV. The battery capacity for the Company’s third generation technology has
a duration of 150 days and each node weighs only 8 kg, which may be one of the most
compact solution offered in the market. These properties eliminate many of the
disadvantages with both traditional OBC and OBN as described above, and make Magseis’
MASS technology efficient and well-suited for a wide variety of operations.
The sale of node is material in its nature and represent a new segment from Magseis. The
specific sale of 17.000 nodes and 4 handling systems to BGP offshore which will be delivered
in 2019 will represent approximately 75% of the total revenue in 2019. It is difficult to
predict future mix between data acquisition and sale of nodes but it would be a natural
assumption that 2019 will be exceptional high as part of the equipment sale is used
equipment which has already been produced.
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9.2.3

Competitive landscape for OBS providers

As of 2017 Year-End the OBS market capacity counted 16 crews (including
announced/mobilising crews) operating their own, dedicated technology (excluding local,
Chinese and very shallow water/transition zone crews).
The different OBC and OBN crews vary in their specifications with the addressable water
depth and production rates being the most critical factors. The difference in features
prevents many of the crews from tendering on the same surveys, which makes the actual
competition for certain surveys less; in some cases only one or two crews are eligible for
taking on the contract. On a project-to-project basis the competition will also include local,
specialised players such as SAExploration and BGP, which hire in equipment. The highly
specialized equipment often leads to crews staying in the same regions over longer periods.
The table below summarizes the key features of the capacity for the companies that own
nodes, and hence exclude companies that operate rented nodes (such as Oceangeo, SA
Exploration and AGS). inApril have proprietary node technology, but have currently only
produced very limited amounts.

Company

# nodes

# parallel
operations

Magseis

~15,000

3

Fairfield Nodal

~20,000

3

Seabed

~10,000

3

BGP

~10,000

4

Geospace

~20,000

0

Source: Prepared by the Company
9.2.4

Application of Ocean-Bottom Seismic

Acquisition of seismic data may be divided into two main application categories, firstly
exploration for new reserves and, secondly, field appraisal and development programs of
already discovered hydrocarbons. The latter includes seismic acquisition on producing fields.
They are typically referred to as exploration and production seismic, respectively.
As a general observation, OBS is a less cost-efficient way of acquiring seismic data than
streamer based surveys. The high cost and long duration associated with OBS surveys
stems from the nature of the operation, limitations on deployment and recovery speeds as
well as the limited amount of equipment that can be deployed in one operation – which
again results in a significant amount of overlap shooting. For these reasons OBS has
historically been used primarily for production or appraisal purposes in close vicinity to a
producing field or discovery.
Spending on producing fields and fields under development has historically been less volatile
and cyclical than exploration spending. Spending programs for producing and developing
fields are typically longer-term investment decisions, which may be harder to unwind. The
relatively lower risk associated with these programs compared with exploration programs
make them less affected by cost saving measures by the oil companies. This means that
production seismic, which helps maximizing output from already producing fields, will still be
prioritised by the oil companies although they might be scaling back their exploration
activities. The difference in cyclicality may be observed when assessing the difference in the
number of drilled development and exploration wells on the Norwegian Continental Shelf
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(NCS) relative to the oil price. Drilled development wells exert neither any apparent
cyclicality nor a strong correlation to the oil price, while the drilled exploration wells have a
strong correlation with the oil price (typically lagged one year).
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Source: Oljedirektoratet; «Verdier for fremtiden – Ressursrapport for felt og funn 2017»
(http://www.npd.no/Global/Norsk/1-Aktuelt/Nyheter/%5bPDF-vedlegg%5d/Ressursrapportfelt-funn-2017-norsk.pdf, accessed 13 February 2018), Norsk Petroleum;
http://www.norskpetroleum.no/en /exploration/exploration-activity/ (accessed 13 February
2018).
The shorter-term contract structure of the seismic industry means that OBS investments will
be more cyclical than development drilling, in particular during periods with significant oil
price volatility such as now. OBS spending should, seen over some time, remain less cyclical
than streamer seismic given the close link to production spending.
9.2.5

Size of the OBS market

The graph below, compiled by the Company together with Arkwright and Rystad Energy,
shows the development of the OBS market since 2005 with a compounded annual growth
rate of 24% leading up to peak in 2014. Some 6-7 years back OBS was a marginal part of
the overall seismic market, but has since then exerted a steady growth and by 2015
represented approximately 13% of the marine market. During 2010 – 2013 the market
flattened due to capacity constraints in the supply of available OBS crews while 2014
recorded an all-time high with the total market exceeding USD 800 million. During 2015 the
market contracted somewhat while 2016 declined substantially due to exploration and
development cuts decided in 2014 and 2015 first came to effect after expiration of already
agreed contracts. 2017 represented a definitive turnaround for the OBS market, with the
market doubling from the previous year’s size. As of the date of the Prospectus, the outlook
for 2019 looks strong, with an increase in tendering activity and proposals.
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Historical OBS market
Year
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018e
2019e

Size
109
180
190
318
620
830
710
550
850
890
670
400
760
990
1420

Total market (USD million)
1,600
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Source: Compiled by Magseis ASA, Arkwright and Rystad Energy.
Longer term, the OBS market is projected to grow steadily as efficiency increases and costs
to the clients decrease. A parallel to the historical development of the streamer industry
may be drawn with the introduction of new technology seeking to increase the efficiency and
the amount of OBS data required per day. This will allow faster and more cost-efficient
collection over potentially larger areas. Such cost reductions in combination with increasing
survey sizes and OBS’ exposure towards production seismic is expected to drive steady
growth going forward. More efficient methods and technologies may in addition also open up
for more exploration-related OBS.
9.3

General market drivers

Historically, the seismic streamer market has been heavily dependent on oil market
fundamentals and continued growth relies on E&P spending. This chapter will seek to set
forth some of the underlying factors which affect historical and future spending levels.
9.3.1

Oil and gas demand

Total global oil demand has been increasing steadily since 1983, only interrupted by two
years of decline in 2008 and 2009. Since 2010 the demand for oil has been growing
steadily, reaching approximately 99.8 mbd in Q3 2018, according to IEA. The total global
demand has increased by about 1-2% per year since 2010 and is expected to continue to
grow at the same pace, corresponding to an annual growth of approximately 1.1 mbbl/day
going forward under current policies.
Total demand (Mb/d)

Demand growth (Mb/d)
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Source: IEA World Energy Outlook 2017. Data available at: https://webstore.iea.org/worldenergy-outlook-2018 at a cost of EUR 120.
The increase in global demand is largely driven by non-OECD countries, which offsets a
decline in OECD demand.
9.3.2

Oil and gas supply

After a long period characterised by strong growth in demand and supply, a healthy market
balance and a stable oil price levels, prices started sliding in the second half of 2014 as
signs of oversupply became evident. On the back of booming shale production in the United
States, 2014 and 2015 recorded a supply growth of 2.5 mb/d and 2.8 mb/d, respectively.
Total supply (Mb/d)

Supply growth (Mb/d)

Source: IEA World Energy Outlook 2018. Data available at: https://webstore.iea.org/worldenergy-outlook-2018 at a cost of EUR 120.
IEA is still expecting oversupply in 2019 but going forward global oil supply is expected to
grow at a somewhat lower pace than demand.
9.3.3

Projected global E&P spending

Oil companies are struggling to find new sources of supply to meet the growing demand.
Their organic oil & gas reserve replacement ratio (”RRR”), which indicates how much of
their production they are able to replace with new discoveries, has shown a declining trend
over the last fifteen years. Hence, efforts by various oil companies in order to find new oil
and gas reservoirs have increased.
Further to this, as easily accessible reserves become depleted and new oil fields are located
at more remote locations with large water depths and complex geology, the marginal cost of
producing one extra barrel of oil has also increased. The declining RRR combined with an
increasing planning price led to a steady increase in global E&P up until 2014.
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Organic reserve replacement ratio

E&P spending (USDm) vs Brent Crude price
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Source: The organic Reserve replacement ratio (reserve additions excl.
acquisitions/divestments divided by production) calculated as the average of ExxonMobil,
Chevron, Shell, BP, Total, Eni, ConocoPhillips and Statoil. Data is gathered and compiled by
Arctic Securities Research based on publically available company information.
The figures above show the development in both organic reserve replacement ratio (for the
8 oil majors accounting for approximately 14% of global production) and E&P spending
plotted against the Brent Crude oil price. Looking at these figures, it becomes evident that
as long as oil prices were increasing, so did E&P spending. Oil prices at close to all-time
highs provided a supportive environment for oil and gas companies trying to fight a
declining RRR by increasing E&P spending, but as soon prices turned south in 2014, the
industry quickly adapted to the new situation by reducing spending.
On the back of the reduction in global E&P spending, Magseis has for a period viewed the
underlying market environment and demand for the Company’s services as more subdued
but is now more optimistic as tender activity is picking up.
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10.

PRESENTATION OF MAGSEIS

This Section provides an overview of the business of the Group as of the date of this
Prospectus. The following discussion contains Forward-looking Statements that reflect the
Company's plans and estimates; see section 4.1 “Cautionary Note Regarding Forward-Looking
Statements”. This Section should be read in conjunction with the other parts of this
Prospectus, in particular section 2 “Risk Factors”, section 11 "Presentation of Fairfield Seismic
Technologies Business", and section 12 "Information regarding the Group after the
Transaction".
10.1

Incorporation, registered office and registration number

The Company’s legal and commercial name is Magseis ASA. After the Closing Date, the legal
name will be Magseis Fairfield ASA. The Company is a public limited liability company (Nw.:
allmennaksjeselskap) organised and existing under the laws of Norway pursuant to the
Norwegian Public Limited Companies Act. The Company was incorporated in Norway on 4
September 2009 as a private limited liability company and converted into a public limited
liability company on 27 May 2014. The Company is registered in the Norwegian Register of
Business Enterprises with business registration number 994 547 852. The Company’s
registered address is Strandveien 50, 1366 Lysaker, Norway. The Company’s website is
www.magseis.com and the Company’s phone number is +47 23 36 80 20.
10.2

Business and company overview

Magseis is a Norwegian geophysical company founded in 2009 by Ivar Gimse and Jan B.
Gateman. The management team and staff have significant experience within geology,
geophysics as well as marine seismic operations. The Company has developed a proprietary
system which significantly improves the efficiency of Ocean Bottom Seismic (“OBS”)
operations. OBS data is so-called 4C seismic data (four components comprising one
hydrophone and three geophones) which is widely recognized as the highest quality seismic
data available today. However, the adoption of OBS technology has been slow due to the
significant costs related to seismic data acquisition and therefore it has primarily been used
for smaller, field development surveys. This has started to change over the past few years as
exploration and production companies, struggling with increasingly challenging geology, have
started to apply the technology over much larger areas.
The Company has developed and commercialized a technology which allows an Ocean Bottom
Cable (“OBC”) to be deployed in much greater lengths than what has previously been possible.
Through this technology Magseis reduces the time required to conduct OBS surveys and
consequently the cost. The vision is that OBS costs can be reduced to a level where it becomes
a widely used tool for not only field development but also for exploration.
During 2013 the Company established its first commercial-scale crew using the Marine
Autonomous Seismic System (“MASS”) technology which initially comprised 3,000 sensors
integrated with a 75 km cable. This system was put into operation using a vessel converted
for this purpose, the Artemis Athene, which is a seismic vessel that was rebuilt by its owner
in the second half of 2013 to enable Magseis’ operations. As part of the system, a fullyautomated handling system was developed and installed on-board the vessel. This handling
system uses well-established industrial robot technology to automate the handling of the cable
and sensors as well as the extraction of the geophysical data collected.
During 2017 the Company introduced a system called MASS Modular, a container-based node
handling system. Whereas on the Company’s vessel Artemis Athene, the node handling
system (which is used to start and stop nodes, download data and troubleshoot nodes) is fit
within several rooms and sections of the vessel, the MASS Modular system may either be
placed on the deck of any suitable vessel or it may be placed onshore. It is therefore more
flexible than a system which is “permanently” built into a vessel. The modular system was
commercialized for the survey the Company performed for ConocoPhillips in the summer of
2017.
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The systems described above serve as the foundation for the Company’s services, which are
to offer OBS acquisition services to oil and gas companies worldwide. During the period 20132017, the Company has completed projects for Statoil, Talisman Energy, Hess, Lundin,
Chevron, Petronas, Conoco Phillips, BGP International and Saudi Aramco (ongoing).
In October 2018, the Company signed a sales agreement with China National Petroleum
Corporation/BGP for 17000 MASS I nodes and 4 MASS Modular handling systems. This was
the first nodes and systems sales contract to a 3rd party, and it introduces a new business line
to capitalise on the proprietary technology in OBS segments where the Company is currently
not operating directly. The future may bring more sales or lease agreements along with
operational support to an external party, and the organisation will be changed somewhat to
prepare for this, like training non-Company staff and providing support to 3rd party during
mobilisation and operation. This and potential future sales of nodes and systems will not
influence the Company’s future operations and ability to continue doing OBS acquisition
surveys in the future, but the organisation of the Company has been slightly changed to give
support to an external party.
Working for leading oil and gas companies, the Company is continuously developing the
organization in order to build an industry leading OBS company. The Company’s vision is to
re-shape the ocean bottom seismic market through development of the Group’s proprietary
MASS technology to enable large scale, efficient and cost effective OBS acquisition services.
The Group has set an aspiring goal of significantly reducing the cost of OBS acquisition, and
is courageously working towards this goal by investing in its people and in development of
the latest node technology, geophysical and engineering solutions in order to meet the
projected future need for seabed seismic. In order to fulfil its vision, the Company continues
to produce nodes and operate an increasing number of nodes in single operations which
improves operational efficiency and reduces the cost of OBS surveys.
10.3

History and important events

From the incorporation in 2009 until late 2011 the Company’s focus was related to technology
development and testing of the MASS concept. During 2012 a series of consecutively larger
MASS prototype systems were tested offshore together with potential clients. The results from
these tests served as the foundation for the commercialization of the technology and towards
the end of 2012 the Company entered into a contract with Siemens AS for the manufacture
of a 3,000 unit MASS system.
In July 2013, Magseis signed a firm contract with Statoil for OBS acquisition on the Snøhvit
and Albatross Fields (part of the Snøhvit development). During 2014-2015, the Company
entered into contracts for further OBS work with Statoil, Talisman Energy, Hess Denmark,
Lundin Petroleum, Chevron and Petronas. In February 2016, Magseis was, together with its
partner BGP Arabia, awarded Saudi Aramco’s S78 project in the Red Sea with an expected
duration of 9 months + 1 year option. This project started during July 2016 and is still ongoing. On 8 December 2016, the Company announced that it had been awarded a contract
with ConocoPhillips for a four-dimensional (“4D”) OBS survey in the North Sea during 2017
which required launching a second operation based on a MASS Modular system. On 17 March
2017, an extension of the Company’s contract with BGP Arabia for conducting a survey for
Saudi Aramco was confirmed, securing operations for the Artemis Athene crew for the majority
of 2017.
During 2017, the Company raised NOK 339.75 million in new equity through the issue of
22,650,000 new shares in a private placement to finance the construction of equipment and
additional resources required to increase the number of crews that the Company operates.
On 21 March 2017, it was announced that the Company had entered into a Letter of Intent
with a large provider of offshore vessels regarding a potential charter of one of their vessels.
Such agreement included an option for the lease of certain seismic equipment.
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On 24 May 2017, the Company signed an exclusive technology agreement with Seismic
Apparition GmbH, whereby the parties agreed to jointly develop and implement a new
innovative technology that will reduce the acquisition time for Ocean Bottom Seismic surveys.
A successful field trial was conducted during August 2017. The parties have however amicably
agreed to terminate this agreement, and a termination agreement was accordingly executed
on 13 August 2018.
In November 2017, Magseis announced that it was in the process of finalizing a contract with
an undisclosed client for the provision of a 4D seabed seismic acquisition survey in the North
Sea using the Company’s proprietary MASS Modular system. The contract was signed in
January 2018, and the expected survey duration was 2 weeks. The survey took place during
the 2018 North Sea summer session and lasted for one month approximately.
In December 2017, it was announced that the Company had, together with its partner BGP,
been awarded an extension to the on-going contract between BGP Arabia and Saudi Aramco
to acquire further ocean bottom seismic data in the Red Sea. The new survey has an expected
duration of more than seven months and commenced during January 2018.
In January 2018, Magseis was awarded a smaller contract for the lease of its proprietary MASS
nodes for a project in South East Asia. Magseis mobilised a light node handling system and
field technicians for the project. The contract commenced during Q1, and ended in May 2018.
On 22 February 2018, Magseis announced that the Company had signed a Letter of Intent for
a lease contract of its proprietary MASS nodes for a project in NE Asia. Magseis would mobilise
a fully containerised handling system (MASS Modular) and field technicians for the project.
The duration of the contract was estimated at approximately three months. The contract
commenced during Q2.
On 11 April 2018, Magseis announced that the Company was expanding its global operations
and had relocated its head office to Strandveien 50, at Lysaker, Norway, effective from 09
April 2018. The Company also announced that the newly recruited CFO and SVP Sales &
Marketing had started working with Magseis.
On 30 May 2018, the Company announced that Oslo Børs had resolved to admit the shares in
Magseis ASA to listing on Oslo Børs (transfer from Oslo Axess).
On 19 June 2018, Magseis announced that the Company had received Letter of Award (LOA)
for an operation in SE Asia using proprietary MASS nodes. The project includes several major
oil companies who have jointly designed the survey. The contract commenced in Q3 2018 and
will last for approximately 3 months.
On 16 July 2018, Magseis announced that the Company had entered into a service agreement
for an operation with its proprietary MASS nodes and MASS modular handling system including
seismic data QC and navigation support for a project in North Europe. The contract
commenced in Q3 and is expected to last for approximately 3 months.
On 06 August 2018, it was announced that Magseis had been granted an extension for a cable
operation in the Middle East using proprietary MASS nodes and the cable vessel Artemis
Athene. The project commenced in Q3 2018 and will have a duration of approximately 7
months.
On 14 September 2018, the Company announced that it had received a Letter of Intent for a
full operation with its proprietary MASS nodes for an Ocean Bottom Seismic survey in the
Americas. Based on node availability, the operation will commence at the latest in Q1 2019
and last for approximately 2 months.
On 08 October 2018, Magseis announced that the Company had been awarded a landmark
contract for sale of 17.000 ocean bottom seismic nodes and four MASS I modular handling
systems to China National Petroleum Corporation (“CNPC”). The seismic equipment will be
delivered in several batches between Q1 2019 and Q3 2019.
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On 30 October 2018, Magseis and Fairfield announced the Transaction.
On 19 November 2018, Magseis and WesternGeco, the geophysical services product line of
Schlumberger, signed a Memorandum of Understanding to offer joint bundled seismic services
including ocean-bottom nodes ("OBN") acquisition from Magseis, and data QC and processing
from WesternGeco.
The most significant milestones in the development of the Company are summarized below.
Year
2009
2011
2012

2013

2014

Significant events
•

Ivar Gimse and Jan B. Gateman establish Magseis.

•

Successful test of first prototype of MASS-system.

•
•
•

Raised NOK 332 million in new equity.
Signed a Letter of Intent with Statoil.
Entered into a strategic cooperation with Westcon Group.

•
•
•
•

Signed the first OBS acquisition contract with Statoil.
Signed a Time Charter contract for Artemis Athene.
Started operation in Q4 for Statoil.
Entered into a frame agreement to provide global OBS acquisition
services for Statoil during the period from 2014 – 2018.

•

Entered into contract with Talisman Energy for OBS work on the Varg
field.
Raised NOK 120 million in new equity to expand capacity and listed
shares on Oslo Axess.
Signed USD 4 million convertible loan agreement with Shell
Technology Ventures (“STV”), subsequently converted into Magseis
shares by STV.
Completed OBS survey for Hess Denmark on South Arne field and
initial Multi-Client OBS survey for Statoil and Lundin Petroleum.

•
•
•
2015

•
•
•
•
•
•

2016

•
•
•
•

Conducted OBS pilot study for Saudi Aramco in the Red Sea.
Raised NOK 58 million in new equity to finance further capacity
growth.
Completed OBS work for Chevron on the Captain Field comprising
combination of deployment with cable and ROV.
Entered into agreement with Shell Global Solutions International for
further joint development of system to deploy MASS in ultra-deep
water.
Conducted a well-funded multi-client campaign in the Barents Sea.
Awarded letter of award by Petronas for OBS survey on the Bokor
Field in Malaysia to be completed within Q2 2016.
Signed contract for OBS work with BGP Arabia (for a contract with
Saudi Aramco) expected to commence in Q3 2016.
Raised NOK 100 million in new equity in a private placement and
subsequent offering to finance additional equipment and preparations
needed for the BGP Arabia contract.
Entered into a secured equipment loan facility of USD 4.4 million from
Export Credit Norway.
Entered into additional secured debt financing from Innovation
Norway in the amount of USD 4.9 million.
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Year

2017

Significant events
•

Awarded contract from ConocoPhillips for a full azimuth 4D seabed
seismic acquisition survey in the North Sea using the company's
proprietary MASS technology and enabling the introduction of the
Company’s new Modular system. The survey was conducted during
Q2 and Q3 2017. The Company won the ConocoPhillips 2017 Supplier
Recognition Award.

•

Raised NOK 339.75 million in new equity in a private placement to
finance the construction of equipment and additional resources
required to increase the number of crews that the Company operates
and for general corporate purposes.
An extension of the Company’s contract with BGP Arabia for
conducting a survey for Saudi Aramco was confirmed, expected
duration of 6-7 months and to commence in April 2017.
Enter into an exclusive licencing agreement with Seismic Apparition
for the use of their Source Isolation technology within OBS.
Awarded an extension to the on-going S-78 project in the Red Sea
with an estimated duration of more than 7 months.

•
•
•
2018

•
•
•
•
•
•
•
•
•
•

•
•

Raised NOK 300 million in new equity in the Private Placement to
provide funding for the current growth plans of the Company.
Signed a contract for provision of an approximately 2 weeks 4D
seabed seismic acquisition survey in the North Sea during the 2018
summer session.
Awarded a smaller contract for the lease of its proprietary MASS
nodes for a project in South East Asia.
Relocation of new head office and new management team in place
Re-listing of shares on the Oslo Stock Exchange (Oslo Børs).
Received LOA in SE Asia for an operation with its proprietary MASS
nodes, for several major oil companies.
Awarded a service agreement in North Europe for an operation with
its proprietary MASS nodes and MASS modular handlings system
including seismic data QC and navigation support.
An extension of the Company’s contract with BGP Arabia for
conducting a survey for Saudi Aramco was confirmed, expected
duration of 7 months and to commence in Q3 2018.
Received LOI for a full operation with its proprietary MASS nodes for
an ocean bottom seismic survey in the Americas.
Entered into letter of intent with BGP Offshore, China National
Petroleum Corporation ("CNPC") for the sale of 17,000 MASS I ocean
bottom seismic nodes and four MASS Modular handling systems. The
seismic equipment will be delivered in several batches between Q1
2019 and Q3 2019.
Announced the Transaction
Signed a Memorandum of Understanding with WesternGeco to offer
joint bundled seismic services

See Section 8.2.3 “Projected global E&P spending” for further comments related to how the
Company has been affected by the decreasing oil price and lower spending levels.
10.4

Business strategy and vision

Magseis was developed on the premise that while OBS provides the highest quality seismic
data available today, the adoption has been slow due to the significant costs related to
acquisition. For this reason, it has historically been used for smaller, field development
surveys. But recent years’ growth rates suggest that E&P companies are starting to apply the
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technology over much larger areas as they struggle with increasingly challenging geology in
a high cost environment.
To address this, the Company set out to develop a system that was based on individual,
autonomous sensor capsules that were small enough to still be integrated in a steel cable. By
doing so the system would not be prone to the same technical downtime rates as the serially
connected sensors in existing electrical systems while still enjoying the advantages in terms
of deployment and recovery that cable-based systems have over deep-water node systems.
The key characteristic of the MASS system is the small footprint which allows for a large
amount of equipment to be placed on-board one vessel or a large number of nodes to be
efficiently handled by an ROV. Given the autonomous nature of the sensors this means that
the Company can deploy an OBS survey in much greater lengths or numbers than what has
previously been possible. This, combined with the introduction of multi-vessel operations
enables significantly more efficient survey operations. By doing so, the Company reduces the
amount of time required to conduct an OBS survey which again results in a lower cost for the
Company’s clients.
Magseis’ vision is that by developing node deployment systems that can either operate greater
lengths of OBS cable or faster ROV operations, the Company will be able to bring about
improvement of operational efficiency and significant cost reduction for its clients. These
super-operations will be combined with the Company’s Modular node handling systems which
allow for a shorter mobilisation, more vessel agnostic approach and which open up a market
to lease out the Company’s technology to strategic partners. When combined with advances
within seismic source technologies, Magseis believes OBS costs can be reduced to a level
where it becomes a widely used tool for not only for production monitoring and field
development but also for exploration.
The Magseis vision is to develop the company into the market leader in OBS. The Company
has diversified into delivery of fully integrated operations, rental and sales.
The Company's strategy is to expand through a combination of organic and acquisition growth.
In accordance with the growth plan, Magseis manufactured a batch of MASS I nodes in 2018
to reach a total inventory of 14,000 nodes by mid 2018. Magseis has then sold 17,000 MASS
I nodes to BGP for delivery in several batches in 2019, and this delivery is a combination of
new and used nodes. Manufacturing of nodes continue in Q4 2018 – Q2 2019 to support the
sales and Company’s own operation. Company’s inventory will temporarily be reduced from
14,000 to approximately 4,200 in mid 2019, but critical components have been secured to
continue manufacturing for own use after the last delivery to BGP to get back to the current
inventory level.
10.5

Technology and services

10.5.1 Technology
The Company has developed its own OBS acquisition system based on the principles of small,
autonomous sensor capsules that can be integrated in an optimized steel cable and which can
be deployed and recovered at high speed and in much larger quantities than existing
equipment in the market (the MASS system).
The sensor capsules have been designed as autonomous units where each capsule contains,
hydrophone, geophones, batteries and electronics with dedicated software all of which is
assembled inside a watertight, duplex-steel casing.
The MASS nodes can also be deployed and recovered on the seabed by using a conventional
Workclass ROV ("WROV"), or the nodes can be deployed in shallow water with a rope-based
system which is lighter and smaller than the steel cable.
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Magseis manufactures all parts of the nodes at contract manufacturers. This includes
manufacturing of the electronics, machining of metal parts and assembly of the nodes. Key
components like the hydrophones and geophones are purchased from qualified suppliers.
During manufacturing, the electronics and nodes are tested in multiple stages using purposemade proprietary test systems.
Magseis is continuously working to reduce building cost of the nodes and equipment, and
Kitron AS and Berget AS are the main contract manufacturing partners for the MASS sensor
capsules. They are responsible for the assembly of the units with parts provided by various
suppliers.
MASS sensor capsule:

Key specifications:

•

Battery life: MASS I up to 65 days;
MASS III Up to 150 days

•

Recording: 32 bit resolution

•

Chip scale atomic clock (CSAC)

•

Water depth: Depth rated to 3,000
meters

The automation systems on board Athene and in the MASS Modular systems are identical in
the way they interface with the MASS nodes, so a given system can utilise different number
of nodes in different surveys. In fact, the node handling system does not define on how many
nodes can be used in a survey, and since the MASS node is very small and compact in shipping,
storage and use, there is no real limit to how many nodes can be assigned to a survey. This
gives the Company great flexibility in doing any survey with an optimum number of nodes
and maximising the utilisation of nodes in operation.
A vital part of Magseis’ effective operation is to use a proprietary, fully automated node
handling system based on well-established industrial robot technology and custom-made
machines and systems as well as in-house developed software. The system has been designed
to handle large numbers of sensor capsules in a safe and efficient manner while also reducing
the amount of manual labour required. The first automation system was installed on the vessel
Artemis Athene. For the ConocoPhillips survey on summer 2017, the automated node handling
system was adapted to fit within two 20-ft containers which could be installed on a vessel of
opportunity or onshore. In 2018, the second container-based automation system was put into
operation, and production of 3 more systems are in progress for delivery to BGP (two systems)
and for Magseis’ own use (1 system). Long-term, the target is to enable deployment and
recovery speeds of up to 3 knots.
Control system interface

Part of handling system
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The automation systems on board Athene and in the MASS Modular systems are identical in
the way they interface with the MASS nodes, so a given system can utilise different number
of nodes in different surveys. In fact, the node handling system does not define on how many
nodes can be used in a survey, and since the MASS node is very small and compact in shipping,
storage and use, there is no real limit to how many nodes can be assigned to a survey. This
gives the Company great flexibility in doing any survey with an optimum number of nodes
and maximising the utilisation of nodes in operation.
The main focus of the R&D efforts in Magseis has traditionally been related to operational
efficiency and cost reduction of surveys by addressing the nodes, i.e. the receiver side of a
survey. Efficient shooting and source handling are the other part of the equation. In April
2017, Magseis entered into an exclusive joint development agreement with Seismic Apparition
GmbH for the development, commercialisation and operation of their Source Isolation
technology in Ocean Bottom Seismic. The agreement was terminated in Q3 2018, but the
companies continue to cooperate in planning and executing a qualifying field test to launch
the technology.

10.5.2 Services
Magseis offers flexible OBS acquisition services to the global oil and gas market, with a focus
on important offshore regions such as the North Sea, Middle East, Gulf of Mexico, Brazil, West
Africa and Southeast Asia. The OBS data are currently mainly used for exploring for oil and
gas or maximise oil recovery from existing fields ("4D").
The Magseis operations range from setup where Magseis has the overall responsibility for
operation to sale & lease of equipment. The business models for Magseis operations are
divided into contract, where Magseis acquire data and client get ownership of data, and multiclient, where Magseis acquire data and get part or full ownership of data. Each agreement is
negotiated and priced on a project by project basis. Agreements typically comprise payment
terms whereby the total payment is split up into instalments received both prior to, during
and after surveys are performed by the Company. Pricing will vary based on the prevailing
market conditions and requirements for each individual project. Pricing and costs are
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constantly evolving. See information regarding material contracts in Section 10.11 “Material
Contracts”.
The Company’s MASS technology enables the Company to provide high quality OBS data at a
lower cost compared with existing competing technologies. Due to the small size, light weight
and long battery lifetime of each sensor, Magseis has been able to overcome many of the
challenges that other competing technologies are facing. For further information regarding
the differences between the MASS technology and other technologies, see Section 9.2.2
“Ocean-bottom seismic (OBS) technologies”. Working with its clients, Magseis provides survey
design and planning as well as offshore acquisition services. Magseis does not deliver the
subsequent data processing and interpretation services which are often conducted by third
parties selected by the clients themselves.
The Company has now operated successfully for more than five years using the vessel Artemis
Athene which was upgraded by its owner Artemis Athene AS (a part of the Westcon Group)
specifically to enable Magseis’ operations. Currently the Artemis Athene operates a MASS
cable inventory of up to 350km with 4,500 sensor capsules. The vessel Artemis Athene has
maintained a strong average utilisation of 83% since Q4 2013.

Artemis Athene

Key specifications

•

Year built: 1991 (major
upgrade 2001 and 2013)

•

L.O.A / Width: 92m / 18m

•

DP class: DP2

In addition, the Company operates Modular systems that comprise containerised handling
systems that can be mobilised on vessels of opportunity or operated from onshore bases.
Initially the Company has constructed one such system which was used on the ConocoPhillips
4D survey during the summer of 2017. The second Modular system was completed during the
summer of 2018 for use in a survey in Northern Europe, and 3 more are on order of which 2
are for delivery to BGP as part of selling nodes and node handling systems while 1 is for
Magseis’ own use. In addition, the Modular system is highly flexible and can easily be scaled
down and adapted to enable several, smaller surveys to be conducted simultaneously with
limited additional investments.
The node utilisation varies with the number of surveys being conducted and the number of
nodes allocated to each of these surveys. As explained earlier, a survey may use many or few
nodes depending on the survey design. In Q4 2018, some 82% of the inventory is allocated
to the 3 running surveys.
10.6

Research and development

Research and development (“R&D”) is an integral part of Magseis’ development, and the
Company has invested significant resources into developing its own seabed seismic system
(the MASS system). Since the launch of MASS in the autumn of 2013, Company has continued
to invest in improving and further developing the system as we gain operational experience
and interact with new clients. Such improvements include reducing the unit cost of the node,
reducing the power consumption to increase battery lifetime, reducing the system footprint,
adding new functionality as the OBS projects we execute often carry some novel features and
increasing our operational flexibility and efficiency. Examples of such improvements include
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introduction of the 2nd generation electronics with better data logging and less power
consumption in 2015, a prototype test of a deep-water node deploying vehicle at 1200 m
water depth in 2016, a node adapted for ROV operation in 2015, an ROV skid to carry nodes
in 2017, a fully automated containerised node handling system in 2017, further improvements
of the robustness of the electronics in 2018 and qualification of several new batteries to reduce
the cost of these. Also, the user interface, functionality and robustness of the proprietary data
download and management system MASSys has been developed continuously, as has the
proprietary manufacturing test systems which are located at the sites of Company’s contract
manufacturers. R&D activity is conducted across all three offices (Oslo, Bergen and
Stockholm) using a combination of full-time employees as well as consultants engaged on
long-term contracts.
The MASS technology serves as the foundation for expansion into many related business areas
and the Company is working closely with clients to develop technology that will further
improve the efficiency of the system and create new business opportunities in related
segments.
Since 2013, Magseis has been working together with Shell to develop a system to deploy the
MASS technology in ultra-deep water with great precision. Shell and Magseis have so far
financed the project with a significant contribution from Innovation Norway. As a result of the
downturn of the oil business, there has been a reduction of budget from Shell, but the project
has continued at slow pace in 2017 and 2018 with internal funding. The funding from Shell
amounted to USD 7.2 million as of year-end 2017, and is received as a reimbursement of all
operational expenses and recognised as a finance arrangement in the financial statements
where it is recorded as a liability, to reflect an agreed royalty scheme to repay the funding
once the project has been commercialized. The royalty scheme ensures that Shell will receive
its original investment back plus an agreed return upon that investment. If the project for
some reason is not commercialized then no royalty payments will be due and the liability will
be reversed. In the autumn 2018, Magseis entered into an agreement with IKM Subsea AS to
do a pre-engineering study of a fast-swimming ROV-like vehicle which can also be towed for
deployment and recovery of MASS nodes. The project has much the same requirements and
functionalities as the Node Deployer, and Shell is engaged as a key stakeholder.
See Section 14.5.1 “Principal investments” for research and development costs incurred in
the period covered by the historic financial information. Furthermore, see section 12.2
"Strategy" for information on the R&D strategy for the Combined Business.
10.7

Patents and licenses

Magseis creates its own proprietary technology, and has developed an IP strategy for IP
protection and IP value creation. As part of this, Magseis is building a patent portfolio designed
to prevent third party technology abuse, and ensure freedom to operate.
In general, Magseis seeks patent protection in the relevant product markets, such as the EU,
the US, Mexico, and Angola. Magseis is continuously monitoring patent activity within its
technology area in order to reduce the risk of infringement on third party patents.
On the date of this Prospectus, the Company holds 43 patents granted under the laws of
various jurisdictions, including in Norway, USA, Nigeria, Australia, Mexico, UK, China and
Indonesia. 38 patents are pending.
Patents have so far been applied for in relation to 12 separate inventions, of which 8 have
been granted in a number of countries including an OBC system, an ultra-deep water node
deployer, a node calibration solution, a system for loading sensor capsules, a system for
handling sensor capsules, and a storing and control unit for node equipment. Patents have
been granted in Norway, USA, Nigeria, Australia, Mexico, UK, China, Denmark and Indonesia
for the Magseis OBC system. Of the seven other granted patents, all of them have been
granted in Norway and 7 of them have been granted in USA.
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Magseis has also obtained legal protection for the visual characteristics of its seismic node
and its sensor capsule, by registering the design of these products in Norway. A design patent
has also been granted in the US.
Overview of granted patents:
Description
Ocean
Bottom
system application

Filing
date
Cable 07.05.2010

Issue
date

Country

27.12.2011 Norway/USA/ Nigeria/Australia/ Mexico/UK/
Indonesia/China/Denmark/Eurasia/(Russia)/
Malaysia/Canada/France
(3 pending: Angola/Brazil/ India)

Seismic sensor capsule 16.08.2012
calibration system

21.09.2015 Norway/USA/Mexico/Australia/Denmark/
China/UK/Eurasia/Indonesia
(6 pending: Angola/ Brazil/Canada/Nigeria/
Malaysia/India)

System for loading of 27.11.2012
seismic sensor capsules

02.03.2015 Norway/USA/China/Australia/Eurasia/Canada
/Indonesia/Mexico
(7 pending: Angola/Brazil/Nigeria/ Malaysia/
EP/ India)

System for handling of 15.05.2013
seismic sensor capsules

16.03.2015 Norway/USA
(6 pending:
UK/Mexico/Brazil/Angola/Malaysia/
Indonesia)

Storage and control unit 06.08.2013
for seismic sensor capsules

23.02.2015 Norway/UK/USA
(2 pending: Mexico/Brazil)

System for seismic sensor 06.09.2013
capsule deployment

27.04.2015 Norway/USA/Mexico
(1 pending: Brazil)

System for cleaning
sensor capsules

27.04.2015 Norway/UK/USA
(5 pending: Mexico/Brazil/ Angola/Malaysia/
Indonesia)

of 11.12.2013

System for seismic sensor 24.10.2014
capsule deployment

25.07.2016 Norway (2 ea)
(5 pending: Angola/Brazil/UK/Mexico/USA)

The patents are valid for up to 20 years from filing. The patent owner need to pay a fee,
typically every 4 years, for a patent to remain valid.
In order to run seismic acquisition surveys in the world, either the client or the Company need
to acquire and hold sufficient licenses in order to collect data.
10.8

Organisation

Magseis conducts its operations from three different locations. As of 31 December 2017, the
Company had a total of 127 employees full time (of which 13 were temporary employed) and
11.4 contractors. The Company’s head office in Bærum is an operative office.
Main function

Number of employees 31/12/2017

Oslo, Norway

Head Office

49(3)*

Bergen, Norway

Accounting

12(1)*

Stockholm, Sweden

Technology Office

2(8)

Singapore

2

Houston

1
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Field Engineers

5***

Offshore

56**

Total****

127

Number of employees includes temporary employees
*(x) is number of contractors
** of which 8 are temporary
*** of which 1 is temporary
**** plus 11,4 contractors
The Company employs a broad mix of competencies including inter-alia geophysical,
engineering, marine operations, manufacturing, sales and marketing, information technology,
human resources, accounting and finance.
The organisational structure is set out in the chart below (the organizational structure
following the Transaction is included in section 12.3):

Organizational structure
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10.9

Legal structure

The Company is the holding Company in the Group, as well as conducting certain operational
activities. The Group's legal structure prior to completion of the Transaction is set out in the
chart below (the legal structure after the Transaction is included in section 12.3 "Legal
structure after the Transaction):
Legal structure

Magseis ASA

100%
Magseis
Operations AS

100%
Magseis
Technology AB

100%
Magseis
Singapore
Services Pte Ltd

100%
Magseis
Malaysia
Sdn Bhd

99%
Magseis
Do Brazil Ltda

100%
Magseis USA LLC

The following table sets out information about the entities in which the Company, as of the
date of this Prospectus, holds (directly or indirectly) more than 10% of the outstanding capital
and votes (dormant companies are not included).
Name

Country
of
incorporation

Registered

Holding

Main business

Magseis Operations AS

Norway

Lysaker

100%

Geophysical services

Magseis Technology AB

Sweden

Kista

100%

Product development

Magseis Singapore Pte
Ltd

Singapore

Singapore

100%

Geophysical services

Magseis
Bhd

Malaysia

Kuala Lumpur

100%

Geophysical services

Magseis Do Brazil Ltda

Brazil

Rio De Janeiro

99%

Geophysical services

Magseis USA LLC

USA - Texas

Austin, Texas

100%

Geophysical
services,
business development

10.10

Malaysia

Sdn

office

Fixed assets and equipment

Fixed assets comprise mainly a MASS cable inventory of more than 14,000 nodes, the handling
system onboard Artemis Athene together with 350km of cable, two MASS Modular handling
systems and two MASS Modular mini handling systems. The Company had per 30 September
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2018 invested a total of USD 139.9 million in cable, sensors and handling equipment related
to the MASS system. For further details regarding investments see Section 14.5
“Investments”.
In addition to the equipment related to the MASS system, the Company has entered into a
long term lease with Artemis Athene AS (a part of the Westcon Group) for the vessel Artemis
Athene which expires on 31 December 2020 (subject always to Magseis’ right to terminate
the agreement by giving the Owners three months’ prior written notice) and the winch
package related to this vessel. The winch package is treated as a finance lease in the accounts
and is shown as an asset and a liability in the financial statements. The Company does not
have legal ownership of this equipment.
The Company rents its offices in Oslo, Stockholm, Bergen, Singapore and Houston. The annual
leases in Oslo, Stockholm, Bergen, Singapore and Houston amount to USD 1.2 million.
Environmental issues that may affect utilization of the tangible fixed assets are location
dependent and therefore change from project to project. These are detailed in section 2.1
"Risks relating to the business operations of the Group".
10.11

Material contracts

As of the date of this Prospectus, neither the Company nor its subsidiaries have in the past
two years entered into any material contracts outside the ordinary course of business. Below
is a summary of the material contracts entered into by the Company in its ordinary course of
business.
On 1 October 2013, the Company and Westcon (West Contractors AS) entered into a five year
time charter party with extension option for the vessel Artemis Athene at a daily charter rate
of USD 47,000. As part of the agreement, Westcon purchased seismic equipment (at a value
of NOK 25 million) from the Company that is permanently installed on the vessel and leases
this equipment back to the Company over five years at a daily rate of USD 3,000.
During 2014, the Company entered into two separate agreements with Siemens AS for the
production of up to 2400 additional sensors to be delivered during 2014 and 2015. In April
2016 the Company entered into a new contract with Siemens AS for the delivery of equipment
relating to the survey for BGP and Saudi Aramco (comprising conversion of existing sensors
as well as new sensor parts).
On 10 February 2016, it was announced that the Company has, together with its partner BGP,
been awarded Saudi Aramco’s S78 project for large-scale ocean bottom seismic acquisition in
the Red Sea. The project had an expected duration of 9 months and a 12-month extension
option. The Company announced on 1 August 2016 that operations had commenced following
a period of preparation and testing. The survey features complicated surface and geological
conditions with a combination of deep and shallow marine work. On 17 March 2017, it was
announced that the Company had, together with its partner BGP, been awarded an extension
to the ongoing contract with BGP Arabia and Saudi Aramco to acquire additional ocean bottom
seismic data block in the Red Sea. The project had an expected duration of 6-7 months and
commenced during April 2017.
During the third quarter of 2016 the Company entered into secured loan agreements with
Export Credit Norway and Innovation Norway in an aggregate amount of USD 9.3 million.
On 8 December 2016, it was announced that the Company has been awarded a contract from
ConocoPhillips for a full azimuth 4D seabed seismic acquisition survey in the North Sea using
the company's proprietary MASS system. Magseis mobilised a second Modular system for the
project. The duration of the contract was estimated at approximately 3 months inclusive of
mobilisation and was conducted during Q2/Q3 2017.
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During January 2017, the Company entered into an agreement with Siemens AS for the
production of up to 2500 additional sensors to be delivered during Q2 2017 for the new
Modular system.
On 21 March 2017, it was announced that the Company had entered into a letter of intent
with a large provider of offshore vessels regarding a potential charter of one of their vessels,
which includes an option for the lease of certain seismic equipment. However, this project did
not materialise.
On 18 April 2017, the Company entered into an agreement with Seismic Apparition GmbH for
the joint development, commercialisation and operation of a source isolation technology for
use in the ocean bottom seismic acquisition industry (see Section 7.5.1 for further details).
The parties have however amicably agreed to terminate this agreement, and a termination
agreement was accordingly executed on 13 August 2018.
In June 2017, the Company entered into an agreement with Siemens AS for the production
of 3000 sensors and Berget AS for the production of 3000 sensors, all of them to be delivered
in Q4 2017-Q1 2018.
On 5 December 2017, it was announced that the Company had, together with its partner BGP,
been awarded an extension to the on-going contract between BGP Arabia and Saudi Aramco
to acquire further ocean bottom seismic data in the Red Sea. The new survey has an expected
duration of more than seven months and has commenced in January 2018.
The Company has developed and owns its own intellectual property and as such is not reliant
on the intellectual property of any third parties to conduct its activities. However, the Company
has a well-defined patent strategy designed to ensure the freedom to operate its technology
in various key regions as well as to prevent others from copying the technology. A joint
development agreement has also been entered into with Shell Global Solutions International
B.V. as further described in Section 7.6 “Research and development”.
On 26 January 2018, the Company announced that it had successfully raised NOK 300 million
from a new equity issue of 16,666,667 shares of which 6,089,239 shares were issued under
the existing authorisation granted by the 2017 AGM and 10,577,428 shares were issued
following a resolution at the extraordinary general meeting held on 16 February 2018.
On 14 September 2018, the Company announced that it had received a letter of intent for a
full operation with its proprietary MASS nodes for an Ocean Bottom Seismic survey in the
Americas. Based on node availability, the operation will commence at the latest in Q1 2019
and last for approximately 2 months.
On 8 October 2018, the Company announced that it had entered into a letter of intent with
BGP Offshore, China National Petroleum Corporation for the sale of 17,000 MASS I ocean
bottom seismic nodes and four MASS Modular handling systems. The seismic equipment will
be delivered in several batches between Q1 2019 and Q3 2019.
On 17 October 2018, it was announced that the Company and Kitron AS had signed an
agreement for Kitron to supply electronics and assemble and test MASS nodes for the
Company. The contract has a validity of 3 years with an option to extend.
On 30 October 2018, the Company announced the Transaction, which is described in detail in
section 5 of the Prospectus.
In October and November 2018, the Company entered into agreements with Berget AS and
Kitron AS for production of a combined total of 7500 sensors to be delivered in Q4 2018-Q2
2019.
For production of nodes, it should be noted that there are many companies in Norway and
abroad who produce electronics and assemble electro-mechanical products. Also, the
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production of nodes is done with Company’s bill of material and test systems (“Recipe”), so
replacing the supplier of nodes is possible. However, some know-how is always lost when
moving to a new supplier, and nodes from a new supplier must go through a qualification
process before deliveries can start, hence it takes some time and investments to do so.
10.12

Legal proceedings

None of the companies in the Group are, or have been during the 12 months preceding the
date of this Prospectus, party to, or the subject of, any legal or arbitration proceedings
including any such proceedings which are pending or threatened of which the issuer is aware
which may have, or have had in the recent past, significant effects on the Company or the
Group’s financial position or profitability. None of the companies in the Group is aware of any
such legal or arbitration proceedings being threatening.
10.13

Related party transactions

During 2017 and 2018 Magseis ASA carried out transactions with its subsidiaries. The terms
and conditions of the transactions between Group companies were no more favourable than
those available, or which might reasonably be expected to be available, to non-related entities
on an arm’s length basis for similar types of transactions. The consolidated figures in chapter
13 will not show any of these transactions as they have been eliminated at Group level in the
consolidated figures.
During 2018 the following transactions took place:
(I)

Magseis ASA provided management service to Magseis Operations AS, Magseis
Singapore Services and Magseis Technology.

(II)

Magseis ASA provided lease of equipment and seismic support services and
personnel salary cost to Magseis Operations AS.

(III)

Magseis ASA has provided fully equipped time-chartered vessel to Magseis
Singapore Services Pte. Ltd.

(IV)

Magseis Operations AS has provided seismic support and personnel salary cost to
Magseis Singapore Services Pte. Ltd.

(V)

Magseis Singapore Services Pte. Ltd. has provided full seismic service and
personnel salary cost to Magseis Malaysia Sdn. Bhd.

(VI)

Magseis Singapore Services Pte. Ltd. has provided seismic technical services to
Magseis ASA and Magseis Operations AS.

(VII)

Magseis Technology AB has reimbursed Magseis ASA for R&D and technical support.

(VIII) Magseis USD LLC. has provided management service to Magseis Operations AS.
(IX)

Magseis Malaysia Sdn. Bhd. has provided complete seismic service to Magseis ASA.

All intercompany transactions are based on the cost-plus method with a mark-up of 5%,
except for lease of equipment based on DCF method and Personnel salary cost.
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11.

PRESENTATION OF THE FAIRFIELD SEISMIC TECHNOLOGIES BUSINESS

This Section provides an overview of the business of Fairfield Seismic Technologies and WGP
Group (previously defined as the "Fairfield Seismic Technology Business"), currently part
of Fairfield Geotechnologies ("Fairfield"), as of the date of this Prospectus. The following
discussion contains Forward-looking Statements that reflect the Company's plans and
estimates; see Section 4.1 “Cautionary Note Regarding Forward-Looking Statements”. This
Section should be read in conjunction with the other parts of this Prospectus, in particular
Section 2 “Risk Factors” and section 12 "Information regarding the Group after the
Transaction".The information relating to Fairfield presented herein has been extracted from
Fairfield's company presentation and publicly available sources, including annual reports and
interim reports. Please see www.fairfieldgeo.com for further information. The information has
been reproduced accurately.
11.1

Introduction

Fairfield is a leading provider of marine ocean bottom nodal (“OBN”) seismic systems. The
Fairfield Seismic Technologies Business has performed 45 OBN surveys globally since 2005
and owns an extensive portfolio of intellectual property for OBS, land and permanent reservoir
monitoring (“PRM”) solutions. Headquartered in Houston, the Fairfield Seismic Technologies
Business has approximately 230 full-time employees and 250 contracted personnel.
The Fairfield Seismic Technologies Business was formerly part of Fairfield, a provider of a
wider range of geophysical services in the areas of seismic data acquisition, data licensing,
data processing and instrumentation design and manufacturing. Fairfield emerged in 1974
from the merger of Aquatronics and Select International, and has since become a fully
integrated seismic technology company.
11.2

Fairfield Seismic Technologies Business overview

Fairfield delivers services across three different business divisions: data acquisitions, systems,
and the recently acquired WGP Group (“WGP”). The company performed its first deepwater
OBN survey in 2005, and has as of the date of this Prospectus performed 45 surveys
(excluding repeat surveys). Fairfield has a node pool comprising 20,700 nodes, and has a
significant installed based facilitating for significant repeat surveys. In 2015, Fairfield decided
to deploy a comprehensive restructuring turning towards a more asset-light contracting
strategy, involving restructuring lease-obligations, selling vessels and pursuing an all-leasing
strategy.
1

Data Acquisitions
Fairfield performs traditional data acquisition employing three separate data acquisition crews.
Using its Z3000, ZXPLR and Z700 technologies allows for operations in both challenging
shallow waters and around deep water offshore production facilities. The cable-free technology
enables the capture of high-quality data with full-azimuth illumination in any environment.
The company developed the industry’s first node, able to adapt to any job in any environment.
With a significant installed nodal base, the company has established a solid foundation for
repeat surveys.
Systems
The data acquisition division is supplemented by system sales and rentals of technology for
both offshore and land based applications, which extends the technology lifetime and
diversifies Fairfield’s offering. The nodal sales offering includes ZLand and Z100 to traditional
customers, competitors and academic institutions for research purposes, while Z700 is offered
through rentals. The company performs all R&D, engineering, assembly, testing, service and

As of October 2018 and excludes Z100 and Zland
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field support efforts in-house, and has experienced significant sales growth over the last two
years. For more information about the different technologies, please see section 10.5.1.
WGP Group
WGP is a wholly owned subsidiary of Fairfield based in the UK, acquired from Thalassa Holdings
Ltd. in January 2018. WGP offers project management and geophysical services throughout
the upstream oil and gas industry. WGP is the leading provider of portable modular source
systems (“PMSS”) and a wide range of services comprising 4D life of field seismic, seabed
seismic and hi resolution 3D seismic.
PMSS offers both portability and adaptability, designed to be both land and sea transportable
for mobilization worldwide and comprises modular units based on ISO sized containers. PMSS
can be temporarily installed on a platform supply vessel (“PSV”), rendering it suitable for use
as a multiple application source vessel. Applied for reservoir monitoring purposes, the PSV
can be provided by the oil company client by utilizing an asset already assigned for the
operating field with an experienced crew. PMSS is applicable for reservoir monitoring/4D
surveys, wide and multi-azimuth surveys, undershoot operations, 3D vertical seismic surveys
(“VSP”) and pilot surveys.
With an operational track record dating back to 2003, WGP has gained extensive experience
improving recovery from new and existing oil and gas assets. WGP offers a full acquisition
service for life of field seismic projects to aiming to maximize oil recovery through reservoir
management. The services offered by WGP facilitate for enhanced oil recovery, identification
of by-passed oil, reduction of infill drilling risks, and reduction of field traffic.
WGP supply full service seabed seismic including a seismic source system in combination with
ocean bottom cable or autonomous ocean bottom nodes. Seabed seismic enables enhanced
reservoir imaging, attenuation of free surface multiples and enhanced signal to noise ratios.
WGP offers high resolution 3D services using the P-Cable 3D seismic system available for both
industrial and academic institutions. The P-Cable’s technological attributes enables producing
low cost high-resolution 3D seismic data with rapid deployment and retrieval from small
vessels, as well as high production rates and the ability to acquire data shallower waters.
WGP currently holds two large contracts with Equinor and ConocoPhillips.
11.3

History and important events

Significant milestones in the development of Fairfield are summarized below.
Year

1970-1980

1980-2000

2000-2010

2010-2014

Significant events

•

Formed through merger of Aquatronics and Select International

•

Introduced Telseis system to provide transition zone and shallowwater surveys

•

Shoot of 1st large scale 3D spec in Gulf of Mexico

•

Launched BOX marine and land seismic nodes to replace Telseis

•

BP investment for nodal technology

•

Launched Z3000 and Z700

•

GOM deepwater 4D Shell

•

Launched 1st generation Zland

•

Launched 2nd generation Zland
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2015-2018

11.4

•

Launched Z100

•

Business model change – asset light

•

Completed reorganization of management team

•

Launched ZXPLR and ZLOF

•

Acquired WGP Group

•

Rebranded from FairfieldNodal to Fairfield Geotechnologies

Technology

Fairfield’s technology comprises the two product lines ZMarine and Zland, thus providing both
marine and land based nodes. ZMarine nodes consist of the ZXPLR, Z700, Z3000 and Z100
nodes. ZLand systems can be utilized in a multitude of environments, benefiting from high
flexibility and ease of use. ZMarine seismic systems serve as an effective alternative to
traditional acquisitions systems in open seas or obstructed areas. Its proprietary software
provides real-time information regarding the vessel and node location. The nodal systems are
presented in the image below, from left ZXPLR, Z700, Z3000, Z100 and ZLand.

Source: Fairfield Geotechnologies
ZXPLR
The ZXPLR nodal system is a hybrid system capable of dual-mode deployment in both deep
and shallow water and can be deployed with either a passive rope or by ROV. In deepwater
applications, High-Speed Loader (HSL) capacity is increased; employing mid-water docking
and active heave controls on HSL and ROV systems. In shallow water operations, hands-free
rope connection/disconnection and automated retrieval/deployment enhance safety and
efficiency.
ZXPLR provide densely sampled, longer offset, full-azimuth data and features redesigned
deployment methods that allow for exploration-scale surveys in deep or shallow water.
Onboard data quality control is automated, enabling onboard processors to quickly and
consistently verify node data, while simplifying downstream processing and node performance
tracking. Key features of ZXPLR include:
•
•
•
•
•
•
•

Supports deep and shallow-water operations
High accessibility and repeatability
High-efficiency battery charging
Greater system performance monitoring
Increased data-collection rates
High-density storage capabilities
Improved management of large unit counts

Z3000
The Z3000 system is designed for strategic field development and precision well placement,
with nodes placed at depths down to 3000 meters. Its cable-free ZNodal design is expedient
for obstructed fields, enabling high-quality data below salt with unparalleled speed and more
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than 98 % reliability. It provides exceptional image quality, making it ideal for identifying
subsalt structures, infill voids, and deepwater gas clouds. Key features of Z3000 include:
•
•
•
•
•
•
•

Lightweight, autonomous and HSE-friendly
Easily deployed and retrieved
High repeatability for time-lapse 4D seismic
Rated for 3,000-meter depths
Records continuously, with no troubleshooting required
Better than 98% reliability
No cables or connectors

Z700
The Z700 nodal system is ideal for full-azimuth seismic acquisition in areas where surface
obstructions and congestion make streamer work impossible, and where huge variations in
water depth create major coverage problems for ocean-bottom cable systems. Its passiverope deployment system allows nodes to be placed precisely under no tension, and then
quickly and easily retrieved. Key features of Z700 include:
•
•
•
•
•
•
•

Delivers superior, multi-component 4C data
Lightweight, autonomous and HSE-friendly
Easily deployed and retrieved via node-handling system
Rated to 700-meter depths
Records continuously, with no troubleshooting required
Better than 98% reliability
No cables or connectors

Z100
The Z100 nodal system acquires high-quality seismic data up to 300 meters depth and is ideal
for challenging transition zones. It delivers high-quality multi-component data. Key features
of Z100 include:
•
•
•
•
•
•
•

Delivers superior, multi-component 4C data
Lightweight, autonomous and HSE-friendly
Easily deployed and retrieved
Rated to 300-meter depths
Records continuously, with no troubleshooting required
Integrates well with other nodal systems, land and marine
No cables, connectors, or telemetry

ZLand
The ZLand nodal system can be applied in any land environment allowing for additional
external sensors. The receivers can be placed at any interval, in any configuration, on the
surface or buried, working around obstacles such as rivers, roads and no-permit zones. ZLand
is a flexible and light-weighted node, making it easy to transport and deploy. Key features of
ZLand include:
•
•
•
•

Cable-free 3C option
Lower transportation and logistics expenses
Safe and fast deployment
Continuous recording with no troubleshooting
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•
•
•
•
•

Better than 99 % reliability
Minimized environmental footprint
Easier permitting
Compatible with any source technique
Works in all land environments

Below is a summary of Fairfield’s nodal technologies.
ZXPLR

Z700

Z3000

Z1001

Zland2

4000

700

3000

300

n/a

15.1 in

17 in

21 in

12 in

4.6 in

4 in

4.3 in

9.5 in

3.5 in

4.6 in

1128 in3

1734 in3

4410 in3

580 in3

169 in3

50 lbs

65 lbs

220 lbs

27 lbs

4.0 lbs

100 days

60 days
Acquisition
& Rental
15,200

200 days

30 days

35 days

Acquisition

Sale

Sale

2,000

-

12,200

Depth (Meters)
Diameter
Height (w/o cleats)
Storage Space
Weight (air)
2ms Acq Time
Business Model

Acquisition

Current Inventory

11.5

3,500

Board of directors, management and employees

11.5.1 Board of directors
The Board of Directors of Fairfield consist of the following members:
•

Charles W. Davison

•

Anthony Dowd

•

Byron M. Sugahara

•

Christopher K. Sugahara

•

Maurice Smith

•

Knut Eriksen

11.5.2

Management

Fairfield's senior management consists of the CEO and eight executives. The senior
management is responsible for the day-to-day management of operations in accordance with
instructions set out by the Board of Directors. Fairfield's senior management is presented in
the table below.
Name

Position

Employed since

Charles W. Davison, Jr.

President & CEO

2015

Kevin Crosby

Executive VP & CFO

2015

Bryan Dempsey

SVP, Chief Commercial Officer & GC

2014

Joseph Dryer

SVP, Chief Sales Officer

1997

Lynda Irvine

SVP, Chief Human resources Officer

2016

Tom Scoulios

SVP of Geoscience and CTO

2017

Shawn Rice

SVP and Chief Operating Officer

2017
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Jose Xavier

SVP of Corporate Development

2017

Steve Mitchell

SVP of DA, Systems & Engineering

1996

Charles W. Davison Jr.
Charles (Chuck) W. Davison Jr. has served as President and CEO of Fairfield since June 2015.
Prior to that, he was Senior VP & Company Officer of Oceaneering International, Inc., where
he was responsible for worldwide P&L of the Subsea Products business, with revenues of $1.3
billion and 2,500 employees worldwide.
Mr. Davison serves as a board member of the International Association of Geophysical
Contractors (IAGC), where he formerly served on the Leadership Committee. He is currently
a member of the Institute of Industrial Engineering (IEE), and a member of the American
Society for Quality (ASQ). He is also a certified Six-Sigma black belt with extensive
international training and experience in Lean Operations, Business Development and Theory
of Constraints. Davison earned his Executive MBA from the University of Tennessee, which
presented him with the distinguished Executive MBA Alumnus award in 2014.
Kevin Crosby
Kevin Crosby brings more than 35 years of financial experience to Fairfield. Since 2010, his
leadership roles have been primarily in the oil and gas sector, where he has applied a passion
for developing people and partnerships.
Mr. Crosby earned his Undergraduate Business and Accounting degree at Montclair State
University and an MBA in Finance from La Salle University. He has also earned Lean Six-Sigma
Certification from the University of Tennessee.
11.5.3 Employees
As of the date of this prospectus, Fairfield have 230 full-time employees and 250 contracted
personnel.
11.6

Ownership structure

Fairfield is a privately held company owned by the family-owned global holding company
Fairfield-Maxwell Ltd.
11.7

Legal proceedings

Except for the Fairfield v. Seabed Geosolutions case and the Applied Fiber patent inventorship
dispute both of which are on-going and transferred to the acquired entity, and the Senegal v.
Fairfield which is being retained by Fairfield, none of the companies in the Group are, or have
been during the 12 months preceding the date of this Prospectus, party to, or the subject of,
any legal or arbitration proceedings including any such proceedings which are pending or
threatened of which the issuer is aware which may have, or have had in the recent past,
significant effects on the Fairfield group’s financial position or profitability. None of the
companies in the Fairfield group is aware of any such legal or arbitration proceedings being
threatened.
11.8

Material contracts

As of the date of this Prospectus, neither the Company nor its subsidiaries have entered into
any material contracts outside the ordinary course of business during the last two years. Below
is a summary of the material contracts entered into by the Company in its ordinary course of
business.
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The table below summarizes the awarded contracts in 2018 in data acquisitions, systems and
WGP Group, respectively.
Data acquisitions
Project

Technology

Customer

A project in the Middle East

Z700

NOC

Mad Dog

ZXPLR

BP

Flambeau

Z700

Shell

SECC

Z700

EOG

Stampede

ZXPLR

Hess

BHP Western GOM 3D

ZXPLR

BHP

Golden Eagle

Z700

Nexen

Mad Dog VSP

ZXPLR

BP

Sparse Node

ZXPLR

TGS

Type

Technology

Customer

Sale

Z100

BGP

Sale

Z100

El Nusa

Rental

Z700

BGP

Lease

ZLand

Geokinetics

Lease

ZLand

Dawson

Sale

ZLand

Nodal Seismic

Sale

ZLand

HD Geophysical

Sale

ZLand

Various universities

Project

Technology

Customer

Sverdrup source & PRM

WGP kit

Equinor

Ekofisk

WGP kit

CP

Snorre PRM

WGP kit

Equinor

Grane PRM

WGP kit

Equinor

Equipment purchase

WGP kit

Equinor

Systems installation

WGP kit

Equinor

R&E source

WGP kit

Equinor

Systems

WGP Group

11.9

Selected financial information

In the following section selected condensed unaudited financial information for NewCo is
presented. In addition, financial information is presented for 100% of the shares of Fairfield
International Limited, being the parent company for the WGP group in the UK (jointly
previously defined as the Fairfield Seismic Technologies Business).
The financial information contained in this prospectus relating to the NewCo Carve-out and
WGP Group has been derived from the following sources:
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•

The full year 2017 information for the NewCo Carve-out has been extracted by Fairfield
management from the audited financial statements of Fairfield Industries Incorporated
based on Fairfield's accounting principles and US GAAP.

•

The full year 2017 information for WGP Group has been extracted by Fairfield management
from the unaudited management accounts and certain publicly available information of
the previous owner of the WGP Group based on WGP's accounting principles and IFRS.

•

The information for the 9 months up to 30 September 2018 for the NewCo Carve-out has
been extracted by Fairfield from unaudited management accounts based on Fairfield's
accounting principles and US GAAP.

•

The information for the 9 months up to 30 September 2018 for WGP Group has been
extracted by Fairfield from unaudited management accounts based on WGP's accounting
principles and IFRS.

The condensed financial information is not audited.
The unaudited condensed financial information is provided for illustrative purposes only and
does not purport to represent what the actual results of operations or the financial position
would have been, had the business been operated as part of Magseis, nor is it necessarily
indicative of future results of operations or financial position.
In this regard, readers should note that the unaudited condensed financial information does
not give effect to (i) any integration costs that may be incurred as a result of the Transaction,
(ii) any corporate expenses that may be required to manage the business, (iii) any synergies,
operating efficiencies and cost savings that may result from the Transaction, or (iv) the impact
of undertakings that Magseis is prepared to make in order to address regulatory clearance
requirements.
The following tables present selected financial information for NewCo Carve-out and WGP
Group as of, and for the year ended, 31 December 2017 and as of, and for the nine months
ended 30 September 2018.
Unaudited condensed financial information
Accumulated 30 September 2018
All amounts in million USD

Revenue

Full Year 2017

NewCo Carve-out

WGP

NewCo Carve-out

WGP

USGAAP

IFRS

USGAAP

IFRS

162,9

9,4

144,2

18,5

EBITDA

35,7

2,2

34,7

9,2

EBIT

15,4

-0,8

-0,7

7,2

30 September 2018

31 December 2017

Equipment
Intangible assets
Total non-current assets

55,7
0,7
56,5

13,4
10,4
23,8

65,1
0,8
65,8

0,0
9,8
9,8

Working Capital 1)

23,5

2,3

28,4

-2,2

Notes

1. Worki ng ca pi ta l = Current a s s ets (excl udi ng ca s h ba l a nces ) l es s Current l i a bi l i ti es (excl udi ng i nteres t bea ri ng debt).
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12.

INFORMATION REGARDING THE GROUP AFTER THE TRANSACTION

12.1

Overview

Assuming completion of the transaction, the Fairfield Seismic Technologies Business will be
acquired by Magseis and the Company will be renamed Magseis Fairfield. The Company will
establish an organizational structure with the Eastern Hemisphere Operations covering
Europe, the Middle East and Africa (“EMEA”) and Asia-Pacific (“APAC”) with mainly MASS
nodes, and the Western Hemisphere Operations covering the Americas with the Z-Technology
nodes. A Technology division will be established separately to cover technology development
as well as sales and rental of node systems.
Magseis and the Fairfield Seismic Technologies Business have complementary geographical
footprints and customers, and the Transaction will provide Magseis with a global reach and
presence. The two companies have a complementary IP, providing for the ability to meet
client requirements, regardless of geography, water depth and acquisition methodology. The
Transaction is in line with Magseis’ ambition of becoming the industry leader in the OBS
market and provides for an industry leading nodal inventory and operational track-record.
For Magseis, the acquisition of Fairfield Seismic Technologies Business brings an enhanced
revenue diversification through Fairfield’s Systems division, which is focused on sale and
rental of nodes, both offshore and on land. Furthermore, the WGP Group adds a new offering
to Magseis’ technology platform, providing portable modular source systems (“PMSS”) and a
wide range of applications comprising 4D life of field seismic, seabed seismic and hi resolution
3D seismic.
12.2

Strategy

The seismic market is in continuous development with customers increasingly requiring
improved seismic data, technological improvements and reduced cost. The OBS market is
experiencing growth on the back of technology innovation and significant cost reduction,
improving the competitiveness compared to the traditional streamer seismic.
Magseis’ ambition is to be at the forefront of technology development for OBS offerings, and
the acquisition of Fairfield Seismic Technologies Business provides for complementary
technologies, equipment and services, enabling the Company to offer industry leading
solutions to a global client base. The combined experience of Magseis and Fairfield and the
common strong IP portfolio will be solid foundations for developing a common technology
roadmap which may take a year to fully complete. It can, however, be anticipated that there
will be one product family for own use and another one for sale.
The Transaction elevates Magseis’ position as a technology provider, and while the business
model will continue to be focused on data acquisition, it also brings a developed platform and
customer base for sales and rental of nodes. The decision to deploy nodes through data
acquisition, sale or rental will be driven by market demand and specific opportunities, and
increased focus on both business models provides for diversification and is expected to provide
for higher revenue capacity. The sale and rental of nodes is expected to continue to be
restricted to certain generations of equipment, in order to protect the value of innovation.
The acquisition provides Magseis with a global presence and significant scale that is expected
to improve revenue utilization of the combined nodal inventory. Furthermore, the suite of
technologies provides Magseis with the ability to offer customers the most efficient technology
solution for any project. Furthermore, the organizational structure with two geographical
centres ensures an optimal local presence to continue to serve existing and new clients
effectively.
In recent years, both Magseis’ and Fairfield’s vessel chartering methodology have increasingly
focused on matching vessel charters to projects. Given the high proportion of an OBS project’s
cost base associated with vessel charters, and the high availability of vessels suitable for OBS
projects, it is viewed advantageous and risk mitigating to match charters with projects.
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Significant investments in automation and modular solutions have been implemented for both
companies in recent years, enabling an efficient “asset light” business model.
12.3

Legal and organisational structure after the Transaction

The Combined Business will comprise a clear organisational structure with Technology,
Eastern Hemisphere (Magseis) and Western Hemisphere (Fairfield). The Technology
Organization will cover technology development, engineering and manufacturing for the
Combined Business. The Western Hemisphere Operations will cover the Americas with legacy
Fairfield nodes. The operations will mainly be conducted with ZXPLR nodes. The Eastern
Hemisphere Operations will cover EMEA and APAC with mainly MASS nodes.
The Combines Business aims to leverage best practices and common processes from both
Fairfield and Magseis.
The Organisational structure for the Combines Business will be as follows (please refer to
section 10.8 "Organisation" for details regarding the organisational structure of the Company
prior to the Transaction):

The Combined Business' legal structure following the Transaction is set out in the chart below:

12.4

The Transaction's significance for the earnings, assets and liabilities of the
Combined Group

The Fairfield Seismic Technologies Business generated YTD 2018 revenues as of 30 September
2018 of USD 172 million, and backlog as of 1 January 2019 is USD 180 million (including the
multi-client award from TGS and Schlumberger announced on 12 October 2018).
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On a combined basis Magseis and Fairfield Seismic Technologies targets revenues for 2019 of
USD 500 million. Combined backlog as of 30 September 2018 was USD 350 million (including
Magseis’ contract award from BGP Offshore, China National Petroleum Corporation announced
on 8 October 2018 and the Fairfield award from TGS and Schlumberger). On a combined basis
Magseis and Fairfield Seismic Technologies have preliminary targets for maintenance and R&D
capex of USD 15 and growth capex of USD 50 million for 2019.
Certain of the statements in the section above constitute forward looking statements, which
are based on numerous assumptions and estimates which are subject to risks and
uncertainties outside of the Company's control and which may cause such forward looking
statements not to materialise. In particular, these targets assume that a significant volume
of additional contracts with revenue for the relevant period are entered into, for which there
can be no guarantee. The targets set out above are and not forecasts of future performance,
and actual revenues and capex could differ materially. Please see section 4.5 "Forward Looking
Statements" and section 2 "Risk Factors".
For a thorough description of the Transaction’s significance for the earnings, assets and
liabilities of the Combined Group, please see Section 15 "Unaudited pro forma condensed
combined financial information" below.
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13.

SELECTED FINANCIAL INFORMATION OF MAGSEIS

13.1

Introduction

The following selected financial information has been extracted from the Company's Financial
Statements.
The Company's auditor is Deloitte AS ("Deloitte"), Dronning Eufemias gate 14, 0191 Oslo.
Deloitte partners are members of The Norwegian Institute of Public Accountants (Nw.: Den
Norske Revisorforening). Deloitte has audited the 2017 annual report, as set out in section
13.6.
Deloitte has not audited, reviewed or produced any report on any other information provided
in this Prospectus, except the auditor's assurance report to the Pro Forma Financial
Information.
The selected financial information included herein should be read in connection with, and is
qualified in its entirety by reference to, the Financial Statements incorporated by reference in
this Prospectus.
13.2

Summary of accounting policies and principles

For information regarding accounting policies and the use of estimates and judgments, please
refer to note 2.4 of the 2017 Annual Financial Statements incorporated by reference in this
Prospectus.
13.3

Consolidated historical financial information

13.3.1 Selected Consolidated Statement of Comprehensive Income
The table below sets out selected data from the Group’s unaudited consolidated interim
statement of comprehensive income for the nine and three month periods ended 30
September 2018 and 2017, and from the Group’s audited consolidated statement of
comprehensive income for the years ended 31 December 2017 and 2016.
In USD thousand

Three months ended
30 September

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited

unaudited

unaudited

unaudited

audited

audited

15,996

28,650

60,279

69,125

73,877

58,905

11,084

11,590

30,890

30,246

35,700

39,038

581

494

1,812

1,507

2,002

2,022

Selling, general
and administrative
costs and other
expenses

4,862

2,644

12,545

6,721

10,039

9,338

Depreciation

3,940

4,962

11,505

11,753

15,148

10,769

Amortisation

191

116

573

347

463

1,409

Revenue and other
income
Total revenue and
other income

Operating expenses
Cost of sales
Research and
development
expenses
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In USD thousand

Three months ended
30 September

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited

unaudited

unaudited

unaudited

audited

audited

0

0

0

233

233

7,441

Total operating
expenses

20,658

19,805

57,325

50,808

63,585

70,018

Operating profit
(loss)

-4,662

8,845

2,954

18,317

10,292

-11,114

546

1,657

1,737

2,717

3,703

1,593

Financial costs

-836

-348

-3,529

-2,430

-4,101

-2,986

Net finance costs

-290

1,309

-1,792

287

-397

-1,393

-4,952

10,154

1,162

18,604

9,895

-12,507

997

493

1,984

2,121

3,199

4,188

-5,949

9,660

-822

16,484

6,696

-16,695

Basis earnings
(loss) per
weighted average
share (in USD)

-0.08

0.16

-0.01

0.27

0.12

-0.48

Diluted
earnings(loss) per
weighted average
share (in USD)

-0.08

0.16

-0.01

0.27

0.12

-0.48

0

0

0

0

0

0

-5,949

9,660

-822

16,484

6,696

-16,695

Impairment

Financial income and
expenses
Financial income

Net profit (loss)
before tax

Income tax
expense

Net profit (loss)

Other
comprehensive
income
Total comprehensive
income (loss) for the
period

13.3.2 Selected Consolidated Statement of Financial Position
The table below sets out selected data from the Group’s audited consolidated statement of
financial position as at 30 September 2018, 31 December 2017 and 31 December 2016.
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In USD thousand

As at 30
September

As at
31 December

2018

2017

2016

(Unaudited)

(audited)

(audited)

Assets
Non-current assets
Equipment

96,380

69,083

42,991

0

0

0

4,760

5,333

5,583

101,140

74,416

48,574

Cash and cash equivalents

33,504

29,776

18,974

Trade receivables

15,743

9,137

10,681

9,090

10,220

8,436

58,337

49,133

38,092

159,477

123,549

86,665

545

438

303

178,508

141,486

102,594

3,229

3,284

3,012

-45,866

-45,044

-51,740

-5,124

-5,124

-5,124

Total equity attributable to equity
holders of the Company

131,292

95,040

49,045

Total equity

131,292

95,040

49,045

0

0

951

11,771

13,049

14,188

11,771

13,049

15,139

Multi-client library
Intangible assets
Total non-current assets

Current assets

Other current assets
Total currents assets

Total assets

Equity
Shareholders’ equity
Share capital
Share premium
Other equity
Retained earnings
Currency translation reserve

Liabilities
Non-current liabilities
Obligation under finance lease
Other non-current financial liabilities
Total non-current liabilities
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In USD thousand

As at 30
September

As at
31 December

2018

2017

2016

(Unaudited)

(audited)

(audited)

Current liabilities
Trade payables
Current tax payable

6,408

6,010

5,870

889

1,111

2,841

3,249

7,881

Short term debt and current portion of long
term debt

2,148

Other current liabilities

6,968

5,090

5,890

Total current liabilities

16,414

15,460

22,481

Total liabilities

28,185

28,509

37,620

159,477

123,549

86,665

Total equity and liabilities

13.3.3 Selected Consolidated Cash flow statements
The table below sets out selected data from the Group’s unaudited consolidated interim
statement of cash flow for the three and nine month periods ended 30 September 2018 and
2017, and from the Group’s audited consolidated statement of cash flow for the years ended
31 December 2017 and 2016.

In USD thousand

Three months ended
30 September

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited

unaudited

unaudited

unaudited

audited

audited

-4,952

10,154

1,162

18,604

9,895

-12,057

Income tax and withholding tax
paid

-699

-1,225

-1,789

-3,174

-4,447

-1,133

Deferred
amortisation

-119

-119

-352

-352

-438

-470

4,131

5,078

12,078

12,100

15,611

12,179

0

0

0

233

233

7,441

16

66

-55

220

272

382

Interest expense

111

105

574

1,103

1,347

1,452

Interest income

-44

-2

-49

-5

-23

-15

Cash flows
activities

from

operating

Profit / (Loss) before tax
Adjustment for:

lease

discount

Depreciation and amortisation
Impairment
Share based payments expense
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In USD thousand

Three months ended
30 September

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited

unaudited

unaudited

unaudited

audited

audited

(Increase) / decrease in current
assets

6,041

6,885

-9,237

-2,607

2,368

-9,395

Increase / (decrease) in trade and
other payables and accruals

3,124

243

2,277

-4,345

-660

-51

Net
cash
activities

7,609

21,185

4,609

21,777

24,157

-2,117

44

2

49

5

23

15

-9,247

-8,765

-35,100

-26,937

-44,366

-13,906

Payments
for
capitalised
development and intangibles

0

-32

0

-141

-214

-2,572

Multi-client library investments

0

0

0

0

0

0

-9,204

-8,796

-35,052

-27,072

-44,557

-16,463

0

196

27

817

934

20,306

-959

-691

-2,411

-6,993

-7,412

-4,431

0

0

38,580

40,511

40,511

12,183

0

-20

-1,451

-1,485

-1,485

-485

-111

-105

-574

-1,103

-1,347

-1,452

-1,069

-619

34,171

31,748

31,201

26,120

Net change in cash and cash
equivalents

-2,664

11,771

3,729

26,454

10,802

7,540

Cash and cash equivalents at 1
January

36,168

33,657

29,776

18,974

18,974

11,435

Cash and cash equivalents at
period end

33,504

45,427

33,504

45,427

29,776

18,974

Working capital adjustments:

from

Cash flows
activities

from

operating

investing

Interest received
Acquisition of equipment

Net cash
activities

used

Cash flows
activities

in

investing

from

financing

Proceeds from loan
Payment
of
finance
obligation and loan

lease

Proceeds
capital

share

from

issue

of

Expenses related to issue of share
capital
Interest paid
Net
cash
activities

from

financing

13.3.4 Selected consolidated statement of changes in equity
The table below sets out selected data from the Group’s unaudited consolidated statement of
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changes in equity for the three and nine month periods ended 30 September 2018 and 2017
and from the Group’s audited consolidated statement of changes in equity for the years ended
31 December 2017 and 2016.
In USD thousand

Share
premium
reserve

Share
capital

Share
based
payments
reserve

Retained
earnings

Currency
translation
reserve

Total

Balance at 1 January 2016

254

90,945

2,630

-35,045

-5,124

53,661

Profit / (loss) for the period

0

0

0

-16,695

0

-16,695

Other
income

0

0

0

0

0

0

0

0

0

-16,695

0

-16,695

49

12,134

0

0

0

12,183

Expenses related to share
issuance

0

-485

0

0

0

-485

Share-based
(options)

0

0

382

0

0

382

Balance at 31 December
2016

303

102,594

3,012

-51,740

-5,124

49,045

Balance at 1 January 2017

303

102,594

3,012

-51,740

-5,124

49,045

Profit / (loss) for the period

0

0

0

6,696

0

6,696

Other
income

0

0

0

0

0

0

0

0

0

6,696

0

6,696

135

40,376

0

0

0

40,511

Expenses related to share
issuance

0

-1,485

0

0

0

-1,485

Share-based
(options)

0

0

272

0

0

272

Balance at 31 December
2017

438

141,486

3,284

-45,044

-5,124

95,040

Balance at 1 January 2018

438

141,486

3,284

-45,044

-5,124

95,040

Profit / (loss) for the period

0

0

0

-822

0

-822

Other
income

0

0

0

0

0

0

0

0

0

-822

0

-822
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38,473

0

0

0

38,580

Expenses related to share
issuance

0

-1,451

0

0

0

1,451

Share-based
(options)

0

0

-55

0

0

-55

545

178,508

3,229

-45,866

-5,124

131,292

comprehensive

Total
comprehensive
income for the year
Share issuance

payments

comprehensive

Total
comprehensive
income for the year
Share issuance

payments

comprehensive

Total
comprehensive
income for the year
Share issuance

payments

Balance
at
September 2018

30
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13.3.5 Significant changes in financial or trading position after 30 September 2018
On 8 October 2018 Magseis was awarded a landmark contract for sale of 17,000 ocean bottom
seismic nodes and four MASS I modular handling systems to China National Petroleum
Corporation ("CNPC"). The seismic equipment will be delivered in several batches beginning
in Q1 2019 through Q3 2019.
Additionally, the Company entered into the Transaction on 30 October 2018, as described in
section 5.
Except for the significant changes described above, there have been no significant changes in
the financial or trading position of Magseis since 30 September 2018.
13.4

Segment information

The Company is operating in one segment being geophysical surveys with respect to products
and services. Accordingly, all significant operating decisions are based upon analysis of
Magseis as one segment. The financial results from this segment are equivalent to the financial
statements of Magseis as whole.
13.5

Consolidated key financial figures

The table below sets out certain key financial figures and operating information for the
Company on a consolidated basis.
In USD thousand

Three months ended
30 September

Nine months ended
30 September

Year ended
31 December

2018

2017

2018

2017

2017

2016

unaudited)

unaudited

unaudited)

unaudited

audited

audited

Profit and loss
Revenues

15,996

28,650

60,279

69,125

73,877

58,905

Cost of sales

11,084

11,590

30,890

30,246

35,700

39,038

-531

13,923

15,032

30,650

26,136

8,506

EBIT

-4,662

8,845

2,954

18,317

10,292

-11,114

Net profit/loss

-5,949

9,660

-822

16,484

6,696

-16,695

-0.08

0.16

-0.01

0.27

0.12

-0.48

159,477

129,927

123,549

86,665

28,185

25,152

28,509

37,620

Total equity

131,292

104,775

95,040

49,045

Equity ratio

82.3%

80.6%

76.9%

56.6%

4,609

21,777

24,157

-2,117

EBITDA

Basic earnings (loss)
per
weighted
average share

Financial position
Total assets
Total liabilities

Cash flow
Net cash flow from
operating activities
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Definitions of financial key figures:
Basic earnings per share: Profit/loss of the year / Weighted average number shares.
Equity ratio: Book equity at period end / Total assets at period end.
Alternative Performance measures (APMs): The European Securities and Markets Authority
(ESMA) issued guidelines on Alternative Performance Measures (“APMs”) that came into force
on 3 July 2016. The Company has defined and explained the purpose of the following APMs;
EBITDA: EBITDA means Earnings before interest, taxes, amortisation, depreciation and
impairments. Magseis has included EBITDA as a supplemental disclosure because
management believes that the measure provides useful information regarding the Company’s
ability to service debt and to fund capital expenditures and provides a helpful measure for
comparing its operating performance with that of other companies.
EBIT (Operating Profit): Earnings before interest and tax is an important measure for Magseis
as it provides an indication of the profitability of the operating activities.
The EBIT margin presented is defined as EBIT (Operating Profit) divided by net revenues.
Backlog: Backlog is defined as the total value of future revenue from signed customer
contracts. Management believes that the backlog figure is a useful measure in that it provides
an indication of the amount of customer backlog and committed activity in the coming periods.
Working Capital: When Magseis use working capital this is defined as Trade receivables
minus Trade payables.
13.6

Auditors

The Company’s auditor is Deloitte AS (Dronning Eufemias gate 14, N-0191 Oslo, Norway).
Deloitte AS was elected as the Company’s independent auditor at the Annual General Meeting
on 22 June 2017. The background for the proposal for appointment of a new auditor was that
the Company ahead of the General Meeting completed a bidding round from different auditor
firms. The audit committee proposed that Deloitte AS should be elected as the new auditor.
Deloitte AS is a member of the Norwegian Institute of Public Accountants (Nw.: Den Norske
Revisorforening).
KPMG AS (Sørkedalsveien 6, N-0369 Oslo, Norway) was the Company’s auditor until Deloitte
AS was appointed on 22 June 2017. Accordingly, the Financial Statement for the year ended
31 December 2016 have been audited by KPMG AS, and the auditor’s reports are included
together with the Financial Statements as incorporated by reference hereto, see Section 22.1
“Incorporation by reference”. Deloitte AS and KMPG AS have not audited, reviewed or
produced any report on any other information provided in this Prospectus.
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14.

LIQUIDITY AND CAPITAL RESOURCES

The information should be read in conjunction with Section 10 “Selected Operation and
Financial Information”, in particular Section 13.3.3 "Selected consolidated cash flow
statements", Section 15.4 "unaudited condensed pro forma financial information", and the
financial statements which are incorporated by reference in this Prospectus, please see Section
14.1 “Incorporation by reference”. The unaudited condensed pro forma balance sheet set out
in Section 15.4.2 presents the impact of the Transaction on cash and cash equivalents and
bank loans and other interest bearing debt as of 30 September 2018 as if the Transaction had
occurred on 1 January 2018. To the extent that there are significant events impacting liquidity
and capital resources in the period from 30 September 2018 to the date of this Prospectus
these are commented upon in the relevant section in this chapter. The following discussion
contains Forward-looking Statements that reflect the Company’s plans and estimates. Factors
that could cause or contribute to differences to these Forward-looking Statements include
those discussed in Section 2 “Risk Factors”, see also Section 4 “General Information”.
14.1

Consolidated cash flow

14.1.1 Cash flows from operating activities
The following table summarises the principal components of the Company's net cash flows
from/(used in) operating activities for the three and nine months ended 30 September 2018
and 2017 and the years ended 31 December 2017 and 2016:
In USD thousand

EBITDA
Tax paid
Change in working capital
Net cash flows from
operating activities

Three months ended
30 September

Nine months ended
30 September

Twelve months ended
31 December

2018

2017

2018

2017

2017

2016

(531)
(699)
8,839
7,609

13,923
(1,225)
8,488
21,185

15,032
(1,789)
(8,634)
4,609

30,650
(3,174)
(5,699)
21,777

26,136
(4,447)
2,469
24,157

8,506
(1,132)
(9,491)
(2,117)

The three-month period ended 30 September 2018 saw lower utilisation with multiple transit
periods on three new surveys. In both the three months ended 30 September 2018 and 2017,
the completion of surveys captured in the period have involved favourable working capital
movements.
The nine-month period ended 30 September 2018 saw lower earnings compared to the prior
year, in addition to operational delays on new operations. In both periods, start of new
operations at the beginning of the period have involved adverse working capital movements.
The twelve-month period ended December 2017 saw higher utilisation than the twelve-month
period ended December 2016, which included long transit periods between operations. The
start of new operations in 2016 have involved adverse working capital movements carried
over into 2017.
14.1.2 Cash flows from investing activities
The following table summarises the principal components of the Company's net cash flows
from/(used in) investing activities for the three and nine months ended 30 September 2018
and 2017 and the years ended 31 December 2017 and 2016:
In USD thousand

Three months ended
30 September
2018

2017

Nine months ended
30 September
2018

2017

Twelve months ended
31 December
2017

2016
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Seismic equipment
Other assets & intangibles
Net prepayments & other
Net cash flows from
investing activities

(11,350)
(146)
2,292
(9,204)

(7,028)
(131)
(1,637)
(8,796)

(38,800)
(392)
4,140
(35,052)

(24,665)
(334)
(2,073)
(27,072)

(39,399)
(475)
(4,683)
(44,557)

(13,784)
(2,601)
(79)
(16,463)

The net cash outflow from investing activities in 2016 amounted to USD -1.6 million.
Investments included USD 39.4 million in seismic equipment acquisitions and USD 2.1million
in prepayments for further seismic equipment.
The nine-month period ended 30 September 2018 has seen an increase in the rate of additions
to sensor inventory and multiple handling systems in comparison to the nine-month period
ended 30 September 2017. Many acquisitions in 2018 have involved prepayments placed in
2017.
The twelve-month period ended 31 December 2017 in turn saw an increase in the rate of
additions to sensor inventory over the twelve-month period ended 31 December 2016.
14.1.3 Cash flows from financing activities
The following table summarises the principal components of the Company's net cash flows
used in financing activities for the three and nine months ended 30 September 2018 and 2017
and the years ended 31 December 2017 and 2016:
In USD thousand

Net debt financing
Net proceeds from issue of
share capital
Net cash flows from
investing activities

Three months ended
30 September

Nine months ended
30 September

Twelve months ended
31 December

2018

2017

2018

2017

2017

2016

(1,069)
0

(599)
(20)

(2,958)
37,129

(7,279)
39,027

(7,826)
39,027

14,422
11,698

(1,069)

(619)

34,171

31,748

31,201

26,120

The nine-month period ended 30 September in both 2018 and 2017 have seen successful
private equity placements in the early part of the period to finance growth investments in the
period.
The twelve-month period ended 31 December 2016 included both a successful private equity
placement and new debt in order to finance investment requirements for new operations in
the year.
14.2

Working capital statement

As of the date of this Prospectus, the Company is of the opinion that the Group’s working
capital is sufficient for its present requirements and, in particular, is sufficient for at least the
next twelve months from the date of this Prospectus.
Key ratios
The table below sets forth some consolidated key ratios for Magseis as of 30 September 2018,
and as of 31 December 2017 and 2016.
Key ratios

Working capital ratio1
Debt to equity ratio2
Solidity3

2018
30 September

2017
31 December

2016
31 December

3.55
0.05
0.92

3.18
0.09
0.88

1.69
0.25
0.76

93

1
2
3

Current assets/current liabilities.
Total interest-bearing debt/total equity plus total interest bearing debt.
Equity/total capital (Equity + total non-current liabilities).

14.3

Funding structure, restrictions on the use of capital for the Group

In April and in May 2016, the Group raised new equity capital of NOK 100 million in a private
placement and a subsequent repair offering. During Q3 2016 the Company entered into
additional secured debt financing for an equipment purchase loan facility from Export Credit
Norway in the amount of USD 4.4 million and additional secured debt financing from
Innovation Norway (the Norwegian government’s investment vehicle for stimulation of
entrepreneurial development) in the amount of USD 4.9 million.
In March and April 2017, the Group raised new equity capital of NOK 332 million in a private
placement and subsequent repair offering.
Furthermore, in February and March 2018, the Group raised new equity capital of NOK 300
million in a private placement and subsequent repair offering.
As of 30 September 2018, the Company was funded by USD 179.1 million in share capital and
share premium and had a net total equity capital of USD 131.3 million. The Company had
USD 6.7 million in interest-bearing debt of which USD 4.7 million was non-current and USD
2.1 million was current. The interest-bearing debt consisted of long-term loans from Export
Credit Norway and Innovation Norway. Non-interest-bearing debt amounted to USD 21.5
million whereof USD 7.1 million was non-current consisting primarily of financing for research
& development of the node deployer, and USD 14.4 million was current. The Company held
USD 33.5 million in cash, up from USD 29.8 million on 31 December 2017. The Company’s
cash and cash equivalents consisted solely of deposits with banks. The Company has no
undrawn credit facilities. The Company’s cash is held in NOK, USD, SGD, MYR, SAR, SEK and
GBP. The Company’s functional currency is USD as the majority of revenue and costs have
been in USD. However, for the current contract with BGP Arabia in Saudi Arabia the
compensation is paid in SAR.
The Group has contracted backlog up to September 2019, with four surveys and up to three
simultaneous operations between end of 2018 and April 2019, in addition to a sales agreement
for seismic equipment and operational support with CNPC in 2019. The Group is submitting
tenders for further work in 2019.
The Board expects that the Group will have the ability to grow further as the backlog and
position in the Ocean Bottom Seismic (“OBS”) market continues to develop.
The adequacy of available funds will depend on many factors, including but not limited to the
further growth of the business, capital expenditures, market developments and operational
performance. The Company may be required to issue parent company, bank or performance
guarantees/bonds as part of its regular business which may require the Company to restrict
a corresponding amount of cash.
As part of the loan agreement with Export Credit Norway certain key covenants are included.
These covenants require Magseis to maintain maximum ratio of net debt to LTM rolling EBITDA
of 5.0x, a minimum equity ratio of 30% and a minimal liquidity of USD 5.0 million. The
covenants are tested biannually, at half year and at year-end. In addition to the above, the
loan agreement with Innovation Norway specifies one additional covenant requiring a positive
Working Capital of NOK 25 million or more. The Group was in compliance with debt covenants
as of 30 September 2018.
The loan agreement with Export Credit Norway is secured with a shared first priority charge
over machinery and plant, and is secured by GIEK. The loan provided by Inovasjon Norge is
secured with a shared first priority charge over machinery and plant, factoring, and inventory,
and is not guaranteed.

94

In connection with the Transaction, the Company has negotiated a USD 50 million facility
agreement with DNB Bank ASA as lender (the "MUSD 50 Facility"). The purpose of the MUSD
50 Facility is to partly finance the cash consideration of the Transaction, and to partly pay any
Transaction related costs. The MUSD 50 Facility contains customary regulations and
undertakings in addition to a Node LTV covenant where the amount of the loan must not
exceed 70 per cent of the aggregate book value of the nodes that are part of the security for
the loan. Payment under the MUSD 50 Facility is secured through a pledge over all shares in
Magseis FF AS, Magseis Operations AS and any other subsidiary at any given time representing
more than 5% of the EBITDA or revenue of the Group, and by security in all material assets
of the Company, Magseis FF AS and Magseis Operations AS.
The following table sets out the payment schedule for the MUSD 50 Facility.
In USD thousand

Payments

Instalments

Interest

Principal

Opening

-

-

-

50,000

Jun 2019

(10,174)

(8,333)

(1,841)

41,667

Dec 2019

(9,868)

(8,333)

(1,534)

33,333

Jun 2020

(9,561)

(8,333)

(1,227)

25,000

Dec 2020

(9,254)

(8,333)

(921)

16,667

Jun 2021

(8,947)

(8,333)

(614)

8,333

Dec 2021

(8,640)

(8,333)

(307)

-

As part of the MUSD 50 Facility, the Company shall settle Export Credit agency debt within a
period of 45 days after the Completion Date.
As of the date of this Prospectus, the Company is not aware of any restrictions on transfer of
funds from its subsidiaries other than general requirements and restrictions related to
dividend capacity and distributions under Norwegian company law.
14.4

Capitalization and indebtedness

The information presented below should be read in conjunction with other parts of this
Prospectus, in particular Section 13 "Selected financial information" and Section 14 "Liquidity
and capital resources", Section 15 “Unaudited condensed pro forma financial information and
the Financial Statements and the notes related thereto, incorporated by reference in this
Prospectus, see Section 22 (Incorporation by reference).
This Section provides information about the Group’s unaudited consolidated capitalisation and
unaudited net financial indebtedness on an actual basis as at 30 September 2018. The
information on debt in this Section only includes interest bearing debt. The Group’s unaudited
consolidated balance sheet giving effect to the Transaction and the Private Placement Shares
as if these events had happened on 30 September 2018 is presented in Section 15.4 as part
of the unaudited condensed pro forma financial information.
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14.4.1 Capitalisation
In USD thousand

Guaranteed
Secured

1, 2

As of
30 September 2018
Actual
(unaudited)
0
2,062

Unguaranteed/Unsecured

14,352

Total current debt

16,414

Guaranteed

0

Secured

4,659

Unguaranteed and unsecured

7,112

1, 3

Total non-current debt

11,771

Total indebtedness

28,185

Share capital

545

Legal Reserve

178,508

Other Reserves

(47,761)

Total shareholders' equity

131,292

Total capitalisation

159,477

Information on security is included in section 14.3
Total short-term debt and current portion of long-term debt as of 30 September 2018 is TUSD 2,148, of which
TUSD 2,062 is secured.
3
Total non-current debt as of 30 September 2018 is TUSD 11,771, of which TUSD 4,659 is secured.
1
2
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14.4.2 Net financial indebtedness
As of
30 September 2018
Actual
(unaudited)

In USD thousand

(A)

Cash

33,504

(B)

Cash equivalents

0

(C)

Trading securities

0

(D)

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

33,504

(E)

Current financial receivables

15,743

(F)

Current bank debt

(G)

Current portion of non-current debt

2,062

(H)

Other current financial debt

6,408

(I)

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

8,470

(J)

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

(K)

Non-current bank loans

(L)

Bonds issued

(M)

Other non-current loans

4,659

(N)

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

4,659

(O)

Net financial indebtedness (J)+(N)

0
1

(40,777)
0
0

2

(36,118)

1 Total short-term debt and current portion of long-term debt as of 30 September 2018 is TUSD 2,148, of which TUSD 2,062 is

secured.

2 Total non-current debt as of 30 September 2018 is TUSD 11,771, of which TUSD 4,659 is secured.

Other than the Private Placement and the MUSD 50 DNB Facility for financing of the
Transaction, there has been no material change to the Group’s unaudited consolidated
capitalisation and unaudited net financial indebtedness since 30 September 2018.
14.4.3 Contingent and indirect indebtedness
As at 30 September 2018 and as at the date of the Prospectus, the Group did not have any
contingent or indirect indebtedness.
14.5

Investments

14.5.1 Principal investments
The Group’s investment activities relate to developing its proprietary OBS system through
research and development and production of seismic equipment. The Company incurs costs
directly attributable to the design, production and testing of new and improved OBS
equipment. These costs are capitalized as intangible assets and seismic equipment and are
amortized and depreciated over the estimated useful lives of the assets. Purchased seismic
equipment is split into two main categories:
(1) Seismic equipment used on the seabed;
(2) Seismic equipment under construction (mainly Nodes under development)
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Initial investments in seismic equipment were made in 2012 and 2013. Investments made
during 2014 and 2015 were primarily related to upgrading capacity (primarily increasing the
number of sensors and cable inventory) on Artemis Athene as well as introducing the second
generation of MASS sensor technology. Investments in 2016 involved the conversion of
sensors to the second generation of MASS technology and the acquisition of new seismic
equipment for the capacity requirements of the Saudi Aramco survey. Investments in 2017
included the development and acquisition of modular handling equipment to support
operations of a second crew, and the expansion of its sensor inventory.
As of the date of the Prospectus, investments in 2018 have comprised continued expansion
of the Group’s sensor inventory, and the acquisition of new seismic and handling equipment
to support growth towards multiple operations, equipment leasing and technology sales.
The Group’s Research & Development strategy has remained unchanged since the start of
operations focusing on the continual development of proprietary small sized, long life MASS
system to improve efficiency and enable expansion into related areas.
The table below provides an overview of the Group’s investment activities for the period ended
31 December 2017 and 2016, the 9 months ended 30 September 2018, and for the period
from 30 September 2018 to the date of the Prospectus.
Period from 30
September
2018 to date of
Prospectus

In USD thousand

Intangibles
Seismic equipment (1)
Seismic equipment under construction
(2)
Office machines
Total
capital
expenditure
investments
Research & Development 11
Total
operational
expenditure
investments
1

9 months
ended 30
September
2018

2017

2016

0
4,573

0
42,501

214
21,166

2,572
11,752

0

(3,701)

18,233

2,032

0

392

261

29

4,573

39,192

39,874

16,385

0

1,812

2,002

2,022

4,573

41,004

41,876

18,407

Research & development expensed in the profit and loss.

14.5.2 Future commitments and plans
As at the date of this Prospectus, in addition to the Transaction costs set out in section 5.2
"Key Transaction terms and financing", the Group has committed investments to support its
backlog of operations and technology sales agreements in 2018 and 2019, and has made
commitments towards further growth and expansions of its sensor inventory. The table below
provides an overview of the remaining committed investments in 2018 as well as committed
and planned investments in 2019.
In USD thousand

Intangibles
Seismic equipment
Total capital and operational
investments

Period from date of
Prospectus to 31
December 2018

2019
Planned

2019
Committed

Total

1,201
1,624

0
640

3,423
21,469

4,623
23,732

2,824

640

24,891

28,356

Remaining seismic equipment investments in 2018 include sensor acquisitions and additions
to handling equipment of USD 1.6 million. Total seismic equipment investments of USD 22.1
million in 2019 include sensor acquisitions of USD 17.8 million and new handling systems of
USD 4.3 million. All investments in 2019 are committed except for planned investments of
USD 0.6 million. Intangible investments in 2018 and 2019 comprises an estimated USD 4.1
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million in internal capitalised costs and USD 0.5 million of external costs. Total planned and
committed capital investments amount to USD 28.4 million of which USD 0.6 million is
considered to be planned but not committed as of the date of this Prospectus.
Intangible investments are largely with Nordic suppliers, and approximately 60% of seismic
equipment acquired in 2018 is manufactured or provided by Nordic suppliers. Other remaining
seismic equipment parts originate from North-America and other European nations.
The cost of nodes which the Company operates and which the Company sells to 3rd-parties
are the same, hence production of nodes for sale does not require any specific investments.
In anticipation of increased demand for OBS nodes, the Company is in the final stages of
qualifying a new supplier of electronics and assembly of nodes to increase production capacity
and reduce the unit cost. If the total demand for nodes exceeds this new production capacity,
then Company may need to duplicate production test systems and possibly qualify more
suppliers.
The planned investments will be financed from the Private Placement, the Group’s cash
balance and operating cash flows.
The above investments do not include any amounts in respect of the entities to be acquired
through the Transaction. Newco and WGP Group had total investments of USD 39.2 million in
2017 and USD 14.3 million in the first 9 months of 2018. Newco and WGP Group is expected
to have a total capital expenditure for 2018 of approximately USD 18.3 million and planned
investments of up to USD 20 million for 2019. The investments in 2018 relate to maintenance
capital expenditure and approximately USD 13 in connection with back deck modifications for
a project in the Middle East planned for mobilization in December 2018. Planned investments
in 2019 relate to more ZXPLR nodes and a new handling system.
14.6

Significant changes and trends since the last reporting date

On 8 October 2018 Magseis was awarded a landmark contract for sale of 17,000 ocean bottom
seismic nodes and four MASS I modular handling systems to China National Petroleum
Corporation ("CNPC"). The seismic equipment will be delivered in several batches beginning
in Q1 2019 through Q3 2019.
Additionally, the Company entered into the Transaction on 30 October 2018, as described in
section 5.
On 30th October 2018 The Company released its Q3 2018 financial report where it maintained
its revenue guidance of USD 100 million for 2018, however noted that there is timing risk
related to the guidance. Since then, two actions have been taken which will influence the
financial result for 2018.
The Company has chartered in an additional vessel to its South East Asia operation to
compensate for the delays it has experienced in the project so far. As this vessel comes into
operation in January, more revenue will be delayed from 2018 to 2019 negatively impacting
2018 revenue guidance.
Magseis expects that the first batch of the sale of nodes to CNPC, referred to above, will be
pushed forward and recognized in 2018, more than offsetting the negative impact related to
the South East Asia project.
Except for the changes described above, there have been no significant changes in the
financial or trading position of the Group since 30 September 2018. Please also see Section 9
“Industry and Market” and Section 17 “Share Capital and Shareholder Matters” for more
information about significant historic trends in the Company’s business and relevant markets.
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15.

UNAUDITED CONDENSED PRO FORMA FINANCIAL INFORMATION

15.1

General Information

On 30 October 2018, Magseis and Fairfield entered into the agreement as set out in section
5. The Brazilian operations of the acquisition business are not part of the Transaction and are
therefore also excluded from the pro forma information set out below. The completion of the
Transaction is subject to the Conditions as described in Section 5.3 "Conditions for closing of
the Transaction".
The tables in this chapter set out the unaudited condensed pro forma financial information for
the Combined Business for the year ended 31 December 2017 and for the nine-month period
ended 30 September 2018 and is prepared under the assumption that the Transaction will be
completed as described in Section 5 "The Transaction". It should be noted that the unaudited
condensed pro forma financial information reflects the effects of the Transaction as well as
the effects of the financing of the Transaction. For the purpose of this Section 15 "Unaudited
condensed pro forma financial information", the term "Transaction" shall be read as to include
the financing of the Transaction.
15.2

Cautionary note regarding the unaudited condensed pro forma financial
information

The unaudited pro forma financial information has been prepared for illustrative purposes
only, to show how the Transactions might have affected the Company’s consolidated
statements of income for the year ended 31 December 2017, as if the Transaction had
occurred on 1 January 2017 and for the 9 months to 30 September 2018 and the consolidated
statement of financial position as of 30 September 2018, as if the Transactions had occurred
on 1 January 2018.
Because of its nature, the unaudited pro forma financial information addresses a hypothetical
situation, and therefore, does not represent the Group's actual financial position or results if
the Transaction had in fact occurred on those dates, and is not representative of the results
of operations for any future periods. It should be noted that greater uncertainty is attached
to the unaudited pro forma financial information than actual historical financial information.
Investors are cautioned against placing undue reliance on this unaudited pro forma financial
information.
As set out in section 11.9 "Presentation of Fairfield – Selected financial information" the
Fairfield Seismic Technologies Business has not been subject to separate financial reporting.
The numbers that form the basis for the proforma financial information, are based on
unaudited management accounts. No assurance can be given that these numbers represent
the actual results of the Fairfield Seismic Technologies Business. Any miscalculations or other
faults in the financial information for the Fairfield Seismic Technologies Business may have a
material effect on the business, results of operations and financial condition of the Combined
Business.
The assumptions underlying the pro forma adjustments applied to the historical financial
information are described in the notes to the unaudited pro forma financial information.
Neither these adjustments nor the resulting pro forma financial information have been audited
in accordance with Norwegian, United States or UK generally accepted auditing standards. In
evaluating the pro forma financial information, each reader should carefully consider the
historical financial statements of the Company and the notes thereto and the notes to the
unaudited pro forma financial information.
The unaudited pro forma financial information has been compiled to comply with the
requirements in section 3.5.2.6 of the Continuing Obligations. The unaudited pro forma
financial information has been compiled on the basis of the criteria specified in Annex II of
Regulation (EC) 809/2004.
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Pro forma adjustments and other pro forma information has not been audited. For more
information see section Error! Reference source not found. "Auditor's assurance report".
15.3

Basis for preparation and accounting policies

The unaudited pro forma financial information has been prepared to show how the Transaction
might have affected the Company's consolidated income statements for the year ended 31
December 2017 and for the 9 months to 30 September 2018, and the consolidated statement
of financial position as of 30 September 2018.
The Transaction is accounted for as an acquisition under IFRS 3, Business Combinations.
The unaudited pro forma financial information for the Company does not include all
information required for financial statements under IFRS and should be read in conjunction
with the historical information of the Company.
For the purpose of compiling the unaudited pro forma financial information the following
financial information covering the Fairfield Seismic Technologies Business has been prepared
by Fairfield and WGP:
-

Carve-out financial information for Newco prepared by Fairfield management based on
Fairfield's accounting principles and US GAAP.

-

WGP Group financial information prepared by Fairfield management based on WGP's
accounting principles and IFRS.

Sources and basis for the financial information
The full year 2017 information for Newco has been extracted by Fairfield management from
the audited financial statements of Fairfield Industries Incorporated.
The full year 2017 historical information for WGP Group has been extracted by Fairfield
management from the unaudited management accounts of the previous owner of the WGP
Group.
The historical carve out information for the 9 months to 30 September 2018 for Newco and
for WGP Group has been extracted by Fairfield from unaudited management accounts.
The unaudited pro forma financial information is based on certain management assumptions
and adjustments made to illustrate what the financial results of the Group might have been,
had the Company completed the Transaction at an earlier point in time.
Methodology applied
The historical financial information for Newco and the WGP Group has been prepared by
Fairfield management on the following basis.
Newco
For Newco all revenues and costs defined in the Transaction have been identified and carvedout by Fairfield management from Fairfield’s financial statements, underlying trial balances
and detailed ledgers. The pro forma financial statements (income statements and balance
sheets) reflect historical revenues and related costs of conducting the Fairfield Seismic
Technologies Business anticipated by the Transaction and the assets and liabilities acquired
for this purpose. The related costs fall into two categories:
i)
ii)

Costs that are directly attributable to the carved-out entity, Newco. These are
allocated 100% to Newco.
Shared costs that are partly related to the carved-out entity and partly to the
business retained by Fairfield. These costs are allocated by Fairfield management
to the carved-out entity based on an allocation system determined by Fairfield
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management. Since the the Fairfield Seismic Technologies Business has not been
subject to separate financial reporting in the past the allocation does not
necessarily represent the costs that would have been incurred had the carved- out
entity been a standalone entity in the past.
In this regard, readers should also note that the unaudited condensed combined financial
information does not give effect to any integration costs that may be incurred as a result of
the Transaction or any corporate expenses that may be required to manage the business.
WGP Group
The acquisition of the WGP Group is a share acquisition of an existing business acquired by
Fairfield with effect from 1 January 2018 and Fairfield management has extracted the pro
forma financial information for 2018 from the unaudited consolidated management accounts,
underlying trial balances and detailed ledgers of the WGP Group. The unaudited opening
balance sheet as of 1 January 2018 for WGP Group has been adjusted for a Purchase Price
Allocation (“PPA”) provided by Fairfield in connection with their acquisition of the business
from Thalassa Holdings Limited. The adjusted asset values have been amortized over the 9
months to 30 September 2018 and included in the unaudited balance sheet at 30 September
2018. In order to provide comparable information for 2017 reference has been made to the
financial information available for the business under its previous ownership and obtained as
part of Fairfield’s acquisition of the WGP Group from Thalassa Holdings Limited. The pro forma
information for 2017 reflects the same activities, assets and liabilities that were acquired by
Fairfield and that are included in the Transaction with Magseis.
Accounting principles
The unaudited pro forma condensed combined financial information is prepared on the basis
of the accounting principles applied by Magseis, Fairfield and WGP Group respectively. Fairfield
prepares its financial information under US GAAP. WGP Group prepares its financial
information under IFRS.
Due to anti-trust considerations and consequent limitations on information available at the
date of the prospectus, Magseis has not been able to undertake an independent reconciliation
and conversion of accounting principles between the respective entities and adjust for the
effects of any differing application of accounting principles. As a result of these limitations
Magseis requested Fairfield to provide information in respect of any significant deviations
between their application of US GAAP in Newco and IFRS principles as practiced by Magseis.
The only significant difference in accounting principles identified by Fairfield is in respect of
revenue recognition principles for the Newco Carve-out. The difference in revenue recognition
principles in accordance with Magseis accounting principles and IFRS 15 has been quantified
by Magseis based on information from Fairfield and is included under IFRS adjustments in the
unaudited condensed combined statements of income and statement of financial position.
Purchase Price Allocation (“PPA”)
The consideration in the Transaction comprises a combination of cash, Magseis shares,
warrants and an eventual earn-out payment, with the agreed purchase price based on an
enterprise value of approximately USD 233 million. The final purchase price will be
determined based on the Fairfield Seismic Technologies Business’ level of cash, debt and
working capital at time of completion of the Transaction. Based on the estimated level of
cash, debt and working capital, the purchase price will be settled by the following elements
(as set out in section 5.2 "Key Transaction terms and financing":
-

Cash consideration of USD 165 million;

-

33.5 million Magseis shares, where the number of shares issued to Fairfield is
calculated based on a value of USD 85 million and a price of NOK 21.00 per share;
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The cash consideration will be adjusted for the actual level of cash, debt and working capital
at completion.
In addition, Fairfield will receive:
-

An eventual Earn-out payment related to a Middle East project where Fairfield will
receive 40% of the net cash generated from the project; and

-

18.25 million Consideration Warrants for Shares in Magseis exercisable at any time
during the five-year period after completion of the Transaction. The exercise price for
the warrants will be set at 150% of the lower of (i) the subscription price in the
contemplated equity offering and (ii) the highest of NOK 21.00 and 80% of the
subscription price.

The estimated Transaction consideration has been used to estimate the total amount of the
consideration which will be considered in preparing a preliminary PPA. The excess of
Transaction consideration over and above the book value of net assets to be acquired has not
at this time been allocated to reflect the fair value of individual assets due to limitations on
information available to Magseis. Therefore, at this time the excess value has been included
in the unaudited proforma balance sheet at 30 September 2018 as goodwill and not subject
to any amortization charge in the pro forma income statements.
15.4

Unaudited condensed pro forma financial information

15.4.1 Unaudited condensed pro forma income statements for the year ended 31 December
2017 and the 9 months to 30 September 2018
The tables below set out the unaudited condensed pro forma income statements of the
Company for the year ended 31 December 2017 and the 9 months to 30 September 2018, as
if the Transactions had been completed on 1 January 2017 and 1 January 2018 respectively.
Unaudited pro forma condensed combined statements of income for the year ended 31 December 2017
NewCo
Magseis

Carve-out

WGP

IFRS

USGAAP

IFRS

Revenue

73 877

144 195

Total revenue and other income

73 877

144 195

USD thousands

IFRS

Pro forma

Pro forma combined

adjustments Note

adjustments Note

Magseis Fairfield

18 452

-499

-

236 026

18 452

-499

-

236 026

-

132 161

REVENUE AND OTHER INCOME
A

OPERATING EXPENSES
Cost of sales

35 700

90 655

6 601

-796

Other expenses

12 041

18 871

2 676

-

A

-

Depreciation, amortization and impairment

15 844

35 390

1 971

-

2 136

Total operating expenses

63 585

144 916

11 248

-796

2 136

221 089

OPERATING PROFIT (LOSS)

10 292

-721

7 204

297

-2 136

14 937

33 588
3,5

FINANCIAL INCOME AND EXPENSES
Net financial items

55 341

397

NET PROFIT (LOSS) BEFORE TAX

9 895

Income tax expense

3 199

NET PROFIT (LOSS)

6 696

-721
-721

27
7 176
808
6 368

297
297

3 717

2

-5 853
1 364
-7 216

4 142
10 795

1

5 370
5 425
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Unaudited pro forma condensed combined statements of income for the nine months ended 30 September 2018
NewCo
Magseis

Carve-out

WGP

IFRS

USGAAP

IFRS

adjustments Note

adjustments Note

Revenue

60 279

162 941

9 423

1 135

-

233 777

Total revenue and other income

60 279

162 941

9 423

1 135

-

233 777

30 890

111 302

4 931

5 694

-

152 816

USD thousands

IFRS

Pro forma

Pro forma combined
Magseis Fairfield

REVENUE AND OTHER INCOME
A

OPERATING EXPENSES
Cost of sales

A

Other expenses

14 357

15 941

2 289

-

Depreciation, amortization and impairment

12 078

20 257

3 040

-

-

Total operating expenses

57 325

147 500

10 260

5 694

-

220 778

2 954

15 441

-837

-4 559

-

12 999

Net financial items

1 792

-

971

-

1 892

NET PROFIT (LOSS) BEFORE TAX

1 162

15 441

-4 559

-1 892

Income tax expense

1 984

358

-822

15 083

OPERATING PROFIT (LOSS)

32 587
5

35 375

FINANCIAL INCOME AND EXPENSES

NET PROFIT (LOSS)

-1 808
-

-

2 285

-1 808

-4 559

-4 178

2,4

4 655
8 343

1

4 627
3 716

In connection with the preparation of the pro forma income statements the following IFRS
and pro forma adjustments have been made:
IFRS adjustment A – Revenue recognition
Under Fairfield accounting principles, Newco recognises mobilisation revenue and the related
costs on Acquisition contracts when mobilisation begins. Under Magseis accounting
principles and IFRS mobilisation revenues and related costs on Acquisition contracts are
deferred and charged to expense based upon the percentage of completion of the specific
project. The impact of applying Magseis IFRS revenue recognition principles to Newco US
GAAP Carve-out financial information is as follows. For the year ended 31 December 2017
this difference in accounting principles resulted in a reduction in revenues of TUSD 499 and
a reduction of operating costs of TUSD 796. The impact on Operating profit for the period
being a net increase of TUSD 297. For the 9 months ended 30 September 2018 revenues
were TUSD 1,135 higher and operating costs were TUSD 5,694 higher for the period. The
impact on operating profit for the period being a net decrease of TUSD 4,559.
Pro forma income statement adjustment 1 – Tax
The Company has used a nominal US tax rate for the Newco Carve-out of 35 % for 2017 and
21 % for 2018. For WGP Group a nominal UK tax rate of 19 % has been applied for both
years. In addition, the US tax rate has been applied to the pro forma income IFRS adjustments
for Newco. The total effect of these adjustments is TUSD 1,364 for the year ended 31
December 2017 and TUSD 2,285 for the 9 months to 30 September 2018. For WGP a tax
adjustment has been calculated for 2017. The net operating loss for WGP for the 9 months to
30 September 2018 does not give rise to any tax adjustment. These adjustments will have a
continuing impact.
Pro forma income statement adjustment 2 – Acquisition financing and Interest
expenses
The Company estimates that the financing of the Transaction will be achieved through a
Private Placement of 73,923,304 shares at NOK 16,95 per share, equivalent to approximately
TUSD 147.412 and a USD 50 million loan facility provided by DNB. The costs of establishing
the DNB loan facility amount to TUSD 1,000. This arrangement cost reduces the loan amount
at origination and is amortized over the 3- year term of the loan facility. The loan facility has
an expected annual effective interest rate of 8,44 % (nominal interest rate of 7,0%), and this
interest cost together with related loan arrangement costs results in a total pro forma financial
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expense of TUSD 3,717 for 2017 and TUSD 2,863 for the nine months ended 30 September
2018. This adjustment is expected to have a continuing impact. Whilst the Company
anticipates a successful Private Placement, as discussed in Section 2 "Risk Factors", the
Private Placement is contingent upon approval at the general meeting of the Company.
Furthermore, whilst the Company has assumed for purposes of preparing the unaudited pro
forma financial information that the loan facility will be utilized for the entire pro forma period,
the loan facility may be refinanced or replaced within that period on terms different to those
assumed.
Pro forma income statement adjustment 3 – Amortization of WGP assets
Fairfield acquired WGP Group on 1 January 2018 for MUSD 17,5. A preliminary PPA was
performed by Fairfield in this connection. The purchase price was allocated to the fair value
of specific assets. The allocated values are amortized over the expected useful economic life
of the specific assets. The amount of amortization included in the pro forma adjustment for
2017 is TUSD 2,136 and for the 9 months to 30 September 2018, WGP recorded amortization
expenses of TUSD 1,602 in its own financial accounts and therefore no pro forma adjustment
is necessary for 2018.
Pro forma income statement adjustment 4 – Reversal of intercompany interest
The intercompany loan in WGP amounting to TUSD 20,182 will be settled and converted to
equity as part of the Transaction and is adjusted as if the loan had been non-existent as of
January 1, 2018. The related interest expense for 2018 of TUSD 971 has been adjusted
accordingly. This adjustment will have a continuing impact.
Pro forma income statement adjustment 5 – Purchase Price Allocation (“PPA”)
The adjusting elements of the purchase price will only be known when the values of those
elements as of the date of completion of the Transaction has been determined. The allocation
of the purchase price is dependent on detailed knowledge of assets, liabilities, contracts, and
other facts that can only to be sufficiently analyzed at a later date when Magseis gets full
access to Newco's assets, liabilities and accounting records, which will only become available
after completion of the Transaction. As a result, the Unaudited Pro Forma Financial
Information has been prepared without any preliminary PPA at this time.
The estimated Transaction consideration has been used to estimate the total purchase price
in identifying excess value to be allocated to goodwill in the Prospectus. The excess of
Transaction consideration over and above the book value of net assets to be acquired has not
at this time been allocated to reflect the fair value of individual assets due to limitations on
information available to Magseis as described above. Therefore, at this time the excess value
has been included as goodwill in the unaudited pro forma balance sheet as of 30 September
2018 and not subject to any amortization charge in the pro forma income statements.
Note that future depreciation cost is expected to be higher than reflected in the pro forma
statements of income, due to the impact of the PPA, and allocation of excess value to the
fair value of assets acquired and subject to amortization. The PPA will be conducted after
the completion of the Transaction.
15.4.2 Unaudited condensed Pro forma Statement of Financial Position as of 30 September
2018
The table below sets out the unaudited condensed pro forma statement of financial position
as of 30 September 2018, as if the Transactions had occurred on 1 January 2018.
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Unaudited pro forma condensed combined statement of financial position as of 30 September 2018
NewCo
USD thousands

Magseis

Carve-out

WGP

IFRS

USGAAP

IFRS

IFRS

Pro forma

Pro forma combined

adjustments Note

adjustments Note
31 412

Magseis Fairfield

ASSETS
Cash and cash equivalents

33 504

6

1 650

-

Receivables and other current assets

24 833

33 854

3 163

1 434

-

19 903

3 821

-

-

23 724

Total current assets

58 337

53 763

8 635

1 434

31 412

153 581

Property, plant and equipment

96 380

55 734

13 397

-

-

165 511

4 760

725

15 925

Inventories

A

1

-

66 572
63 284

Other non current assets

10 440

-

-

Shares in subsidiaries

-

-

-

-

-

Goodwill

-

-

-

-

146 587

6

146 587

Total non-current assets

101 140

56 459

23 837

-

146 587

328 023

Total assets

159 477

110 222

32 472

1 434

177 999

481 604

LIABILITIES AND EQUITY
Bank loans and other interest bearing debt

-

-

-

-

Other current liabilities

16 414

30 250

10 101

2 398

Total current liabilities

16 414

30 250

10 101

-

-

Other long term liabilities

11 771

Total non-current liabilities

11 771

Equity
Total liabilities and equity

8 333
A

1

8 333

17 870 2,3,4

77 033

2 398

26 204

85 366

-

-

40 667

1

40 667

1 067

24 182

-

-20 182

5

16 839

1 067

24 182

-

20 485

57 505

131 292

78 904

-1 810

-964

131 311

338 733

159 477

110 222

32 472

1 434

177 999

481 604

Bank loans and other long-term debt

-

In connection with the preparation of the pro forma statement of financial position the
following pro forma adjustments have been made:
IFRS adjustment A – Revenue recognition
Under Fairfield accounting principles, Newco recognises mobilisation revenue and the related
costs on Acquisition contracts when mobilisation begins. Under Magseis accounting
principles and IFRS, mobilisation costs on Acquisition contracts are deferred and charged to
expense based upon the percentage of completion of the specific project. The impact of
applying Magseis revenue recognition principles to Newco US GAAP Carve-out financial
information is as follows. As at 30 September 2018, this difference in accounting principle
resulted in a deferral of revenues of TUSD 2,398 and a deferral of mobilisation costs of
TUSD 1,434. The net impact on equity of implementing Magseis revenue recognition
principles in Newco US Carve-out at 30 September 2018 is a reduction of TUSD 964. The tax
impact of this adjustment has not been recognised as a deferred tax asset.
Pro forma balance sheet adjustment 1 – Financing
The Company estimates that the financing of the Transaction will be achieved through a
Private Placement of 73,923,304 shares at NOK 16,95 per share, equivalent to approximately
TUSD 147.412 and a USD 50 million loan facility provided by DNB. The costs of the Private
Placement and establishing the DNB loan facility are included in the pro forma adjustment.
The loan facility has an expected annual effective interest rate of 8,44 % (nominal interest
rate of 7,0%) which include TUSD 1,000 in amortized loan arrangement costs. TUSD 8,333 of
the total loan facility is to be repaid 6 months after draw-down and is therefore classified as
a current liability. The remaining outstanding loan facility net of arrangement costs of TUSD
40,667 is classified as long-term debt. Whilst the Company anticipates a successful Private
Placement, as discussed in Section 2 "Risk Factors", the Private Placement is contingent upon
approval at the general meeting of the Company. Furthermore, whilst the Company has
assumed for purposes of preparing the unaudited pro forma financial information that the loan
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facility will be utilized for the entire pro forma period, the loan facility may be refinanced or
replaced within that period on terms different to those assumed.
Pro forma balance sheet adjustment 2 – Accrued expenses
The adjustment for accrued expenses totaling TUSD 6,774 is the expected net issuance and
underwriting expenses to be incurred totaling TUSD 5,588 and the estimated costs in respect
of other advisers of TUSD 1,186, resulting in a pro forma adjustment to other current
liabilities.
Pro forma balance sheet adjustment 3 – Warrants
As part of the purchase price the Company will issue 18.25 million warrants for shares in
Magseis exercisable at any time during the five-year period after completion of the
Transaction. The exercise price for the warrants will be set at 150% of the lower of (i) the
subscription price in the contemplated equity offering and (ii) the highest of NOK 21.00 and
80% of the subscription price. The value of these warrants as of 30 September has been
estimated using a Black and Scholes option pricing model and the Company’s observed
volatility of 0,39. The calculated value of the warrants to be included in the pro forma
adjustment to other current liabilities in the balance sheet as of 30 September 2018 is TUSD
8,811.
Pro forma balance sheet adjustment 4 – Tax
The Company has used a nominal US tax rate for the Newco Carve-out of 35 % for 2017 and
21 % for 2018. For WGP Group a nominal UK tax rate of 19 % has been applied for both
years. In addition, the US tax rate has been applied to the pro forma income IFRS adjustments
for Newco. The total effect of these tax adjustments is TUSD 2,285 for the 9 months to 30
September 2018, recorded as other current liabilities with a corresponding net impact on
equity.
Pro forma balance sheet adjustment 5 – Intercompany loan converted to equity
The intercompany loan in WGP amounting to TUSD 20,182 will be settled and converted to
equity as part of the Transaction and is adjusted as if the loan had been non-existent as of
January 1, 2018. This adjustment will have a continuing impact.
Pro forma balance sheet adjustment 6 – Purchase price allocation ("PPA")
The adjusting elements of the purchase price will only be known when the values of those
elements as of the date of completion of the Transaction has been determined. The allocation
of the purchase price is dependent on detailed knowledge of assets, liabilities, contracts, and
other facts that can only to be sufficiently analyzed at a later date when Magseis gets full
access to Newco's assets, liabilities and accounting records, which will only become available
after completion of the Transaction. As a result, the Unaudited Pro Forma Financial
Information has been prepared without any preliminary PPA at this time.
The estimated Transaction consideration has been used to estimate the total purchase price
in identifying excess value to be allocated to goodwill in the Prospectus.
The excess of Transaction consideration over and above the book value of net assets to be
acquired has not at this time been allocated to reflect the fair value of individual assets due
to limitations on information available to Magseis as described above. Therefore, at this time
the excess value has been included in the unaudited proforma balance sheet as goodwill as of
30 September 2018 and not subject to any amortization charge in the pro forma income
statements. It is probable that a significant portion of goodwill identified will be allocated to
the fair value of underlying assets in the preliminary PPA. Set out below is the calculation of
excess value initially allocated to Goodwill.
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The note references set out in the table above correspond to the pro forma balance sheet
adjustments notes presented previously. The IFRS adjustment of TUSD 964 (note A) and the
pro forma tax adjustment of TUSD 2,285 (note 4) relate to Newco and are adjusted directly
in the pro forma equity of Newco. For WGP Group, a pro forma adjustment of TUSD 20,182
relates to reclassification of intercompany debt (note 5) and has been adjusted directly in the
pro forma equity of WGP Group. The above adjustments totaling TUSD 16,933 have been
added to the book value of equity in Newco and WGP Group as at 30.09.2018 of TUSD 77,094,
resulting in a pro forma book value of equity for Newco and WGP Group of TUSD 94,027 as
at 30.09.2018. The net amount of the estimated purchase price of TUSD 240,614 and pro
forma book value of equity for Newco and WGP Group of TUSD 94,027 as at 30.09.2018 has
been allocated to goodwill, in the amount of TUSD 146,587.
15.5

Auditor's assurance report

With respect to the unaudited pro forma financial information included in this Prospectus,
Deloitte applied assurance procedures in accordance with ISAE 3420 "Assurance Engagement
to Report Compilation of Pro Forma Financial Information Included in a Prospectus" in order
to express an opinion as to whether the unaudited pro forma financial information has been
properly compiled on the basis stated, and that such basis is consistent with the accounting
policies of the Company. Deloitte has issued an independent assurance report on the
unaudited pro forma financial information included as Appendix A to this Prospectus. There
are no qualifications to this assurance report.
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16.

BOARD OF DIRECTORS, MANAGEMENT, EMPLOYEES AND CORPORATE
GOVERNANCE

16.1

Introduction

The Board of Directors is responsible for the overall management of the Company and may
exercise all the powers of the Company. In accordance with Norwegian law, the Board of
Directors is responsible for, among other things, supervising the general and day-to-day
management of the Company’s business; ensuring proper organization, preparing plans and
budgets for its activities; ensuring that the Company’s activities, accounts and asset
management are subject to adequate controls and to undertake investigations necessary to
ensure compliance with its duties. The Board of Directors may delegate such matters as it
seems fit to the executive management of the Company (the “Executive Management”).
The Company’s Executive Management is responsible for the day-to-day management of the
Company’s operations in accordance with instructions set out by the board of directors. Among
other responsibilities, the Company’s CEO is responsible for keeping the Company’s accounts
in accordance with existing Norwegian legislation and regulations and for managing the
Company’s assets in a responsible manner. In addition, at least once a month the Company’s
CEO must brief the Board of Directors about the Company’s activities, financial position and
operating results.
16.2

Board of Directors

The members of the Board of Directors are elected by the general meeting of shareholders.
The Company’s Articles provide that the Board of Directors shall consist of up to 7 members.
In accordance with Norwegian law, the CEO and at least half of the members of the Board of
Directors must either be resident in Norway, or be citizens of and resident in an EU/EEA
country.
At the date of this Prospectus, the Board of Directors consists of the following members:
Name
Jan P. Grimnes
Jan B. Gateman
Bettina Bachmann
Gro Gunleiksrud Haatvedt
Edvin Endresen

Position
Chairman/Non-Executive
Director
Executive Director and SVP R&D
Non-Executive Director
Non-Executive Director
Non-Executive Director

Director since
2016

Expire of term
2019

2009
2014
2017
2018

2020
2020
2019
2020

On the extraordinary general meeting held on 12 December 2018 Charles W. Davison was
elected as the new chairman of the Board of Directors. Charles W. Davison will begin his term
with effect from the later of (i) the Closing Date of the Transaction, estimated on or about 18
December 2018, and (ii) the day after approval of the Prospectus. Jan Grimnes will end his
term on the same date. Davison is elected as chairman until the 2020 annual general meeting.
The Company’s registered business address, Strandveien 50, 1366 Lysaker, Norway, serves
as c/o address for the members of the Board of Directors.
The composition of the Board of Directors is in accordance with the recommendation in the
Norwegian Code of Practice of 17 October 2018 (the “Code”), except for the information
provided in Section 9.8 “Board Practices and Corporate Governance”.
The following provides brief biographies for each member of the Board of Directors:
Jan P. Grimnes (current Chairman and Non-Executive Director)
Jan P. Grimnes holds a Master of Science in Petroleum Technology from the Norwegian
University of Science and Technology (1984) and a Master of Science degree in Business
Economics from the MSc, Norwegian School of Economics (1990). Jan P. Grimnes has more
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than 30 years of working experience from oil companies, oil service companies and as an
investor and professional board member. His technical experience includes reservoir
engineering, geoscience, project management and development of quality assurance systems
for oil companies. He has founded and developed software companies that were later acquired
by large international service companies. From 2002 till 2005 he managed the new generation
geoscience software in Schlumberger. One of his current projects is to develop a new
generation seismic interpretation software system called Geoteric. This system is now in use
by more than 150 oil companies worldwide. The user are supported through a number offices
located in key oil provinces. Since 2004 Jan P. Grimnes has served as board member and
chairman of a number of private, public and listed companies.
Jan B Gateman (M.Sc. in Marine Geology, Executive Director and SVP R&D)
Jan Gateman is one of the Co-Founders of Magseis. Jan Gateman has 35 years seismic industry
experience, with particular focus on the multi-client seismic business segment, and has held
various senior management positions with companies such as Geco 1983- 1987, Nopec 19871993, CGG 1993-1998, Geo Innova, Inseis and Wavefield Inseis. He was one of the persons
pioneering the multi-client 3D seismic industry in North West Europe and is also one of the
founders of both Geo Innova and InSeis. He holds a Master of Science degree in Marine
Geology.
Bettina Bachmann (Non-Executive Director)
Bettina Bachmann has more than 30 years of experience within the oil & gas industry. Bettina
Bachmann joined Shell in 1983 in The Hague as an explorer and soon moved to Tunisia, where
her first assignment included geological fieldwork and exploration evaluation. This was
followed by a number of postings across the Middle East and Europe in various technical and
leadership roles in exploration and production. Following a short assignment to design
leadership courses for exploration, Bettina moved to Upstream R&D in 2005 where she was
responsible for strategy, planning and technology deployment. End 2009, Bettina was
appointed Vice President for Subsurface and Wells Software in Production and Technology.
Since 2012, this also includes Shell’s globally organised support and deployment teams in the
regions. She holds a Master’s degree in geophysics from the ETH in Zurich.
Gro Gunleiksrud Haatvedt (Non-Executive Director)
Gro Gunleiksrud Haatvedt has held the position of VP for Exploration and Development since
October 2018, and has a strong background in the oil and gas industry. Prior to this she
held the position as SVP Exploration in Aker BP since 2014. She has prior experience as
Exploration Manager for the Norwegian Continental Shelf and as Country Manager in Libya
for Statoil ASA. With Norsk Hydro, she held several positions including Head of Geology,
Technology and Competence. Responsibilities included business development in Iran and as
VP Exploration for the Norwegian Continental Shelf.
She holds a Master’s degree in Applied Geophysics from the University of Oslo.
Edvin Endresen (Non-Executive Director)
Edvin Endresen has more than 20 years of experience from the oil service and shipping
industry, with 14 years in various Finance and Management positions in Schlumberger, and
for the past 7 years serving as CEO in LPG shipping company Solvang ASA. In Schlumberger
he spent 4 years in Geco and was part of the WesternGeco merger process, before moving
into the general Schlumberger organization, where last position was as Finance Director for
Europe & Africa region for the drilling fluids segment.
He holds a bachelor's degree in finance, with Master of Science course in Strategic
Management.
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Charles W. Davison (Chairman following completion of the Transaction and NonExecutive Director)
Charles (Chuck) W. Davison Jr. has served as President and CEO of Fairfield since June 2015.
Prior to that, he was Senior VP & Company Officer of Oceaneering International, Inc., where
he was responsible for worldwide P&L of the Subsea Products business, with revenues of $1.3
billion and 2,500 employees worldwide.
Davison serves as a board member of the Petroleum Equipment Suppliers Association (PESA),
and of the International Association of Geophysical Contractors (IAGC), where he formerly
served on the Leadership Committee. He is currently head of the G&G Committee of the
National Ocean Industries Association (NOIA), a member of the Institute of Industrial
Engineering (IEE), and a member of the American Society for Quality (ASQ). He is also a
certified Six-Sigma black belt with extensive international training and experience in Lean
Operations, Business Development and Theory of Constraints.
Davison earned his Executive MBA from the University of Tennessee, which presented him
with the distinguished Executive MBA Alumnus award in 2014.
16.3

Executive Management

The Company’s Executive Management comprises the following members:
Name and position
Position
Employed from
Per Christian Grytnes
CEO
December 2017
Tom Henrik Sundby
CFO
April 2018
Bjørn Jensen
COO
June 2014
Nils Halvor Heieren
CTO
October 2013
Ivar Gimse
SVP Business Dev.
2013, Founder
Jan B. Gateman
SVP R&D
Founder
The Company’s registered business address, Strandveien 50, 1366 Lysaker, Norway, serves
as c/o address for the members of the Executive Management.
The following provides a profile of the members of the Executive Management:
Per Christian Grytnes (M.Sc. in Petroleum Technology, CEO)
Per Christian Grytnes joined Magseis in December 2017. He has 30 years of experience from
the energy industry. He has an extensive international executive career from oil & gas
companies and service companies. He started his career as a researcher at Rogaland Research
and later joined Saga Petroleum. He developed ODS-Petrodata into a world leader in rigs,
marine and field construction market intelligence. ODS-Petrodata was acquired by IHS Inc.
He continued as an executive for IHS Energy.
He holds a Master of Science in Petroleum Technology from University of Stavanger.
Tom Henrik Sundby (MBA, CFO)
Tom Henrik Sundby has more than 25 years' experience in finance and management roles
most recently as Finance Director of BerGenBio ASA. Previously, he was based in Dubai, UAE,
where he held the position as CFO of Polarcus for 8 years. He has otherwise held various
financial and management positions within KPMG and TINE. Mr. Sundby holds a Master of
Business Administration degree with Honours from BI Norwegian Business School and ESCP,
France.
Bjørn Jensen (M.Sc. in Engineering Cybernetics, COO)
With almost 25 years of experience from the offshore service industry, Bjørn Jensen joined
Magseis in June 2014. Prior to entering his current role as COO of Magseis, he held various
managerial positions, lastly as Managing Director of iSurvey AS, a Norwegian based offshore
survey company. From 1995 to 2011 Bjørn worked for PGS, both offshore and from 1998 in
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different roles on shore. From 2008 he held the position as VP Operations with a global
operational responsibility for all PGS Marine Seismic operations. He holds a Master of Science
in Engineering Cybernetics, specialising in Navigation and Control of marine vessels from
NTNU in Trondheim.
Nils Halvor Heieren (M.Sc. in Mechanical Engineering, CTO)
Nils Halvor Heieren joined Magseis in October 2013. He has 20 years of experience from the
oil service industry, the last 15 with seismic. He started his career as a mechanical engineer
in Promech Engineering, where he also served as board member. In April 2002, he moved to
WesternGeco to work with development of towed streamers and other in-sea systems. He
later took on positions as project manager in the Sustaining and Engineering departments,
most recently managing the Towing and Handling department. Nils has previously served as
VP Engineering in Magseis, being responsible for the continuous development of the MASS
node systems, deck handling equipment and novel node deployment systems. He is also
responsible for Magseis’ IP portfolio. He holds a Master of Science in Mechanical Engineering
from NTNU in Trondheim.
Ivar Gimse (M.Sc. in Geophysics, SVP Business Development)
Ivar Gimse is one of the Co-Founders of Magseis. He served as CEO up to August 2016. Ivar
Gimse has more than 25 years seismic industry experience, with particular focus on data
processing, multi-client seismic project development, Ocean Bottom Cable operations and
technical marketing. Ivar held various senior management positions with Geco-Prakla 19831998 and PGS 1998-2006 before joining InSeis in 2006 as Vice President, Business
Development. He holds a Master of Science degree in Geophysics from the University of Oslo.
Jan B Gateman (M.Sc. in Marine Geology, Executive Director and SVP R&D)
See information in Section 9.2 “Board of Directors”.
16.4

Remuneration and Benefits

16.4.1 Board of Directors
The compensation for the members of the Board of Directors for their service as directors is
determined on an annual basis by the shareholders of the Company at the annual General
Meetings of shareholders.
The table below sets out the remuneration paid to each member of the Board of Directors for
the financial year ended 31 December 2017 (in USD thousands):
Name and position
Jan P. Grimnes - Chairman and NonExecutive Director
Jan B. Gateman - Executive Director
and SVP R&D)
Jan M. Drange Non-Executive Director1
Bettina Bachmann Non-Executive
Director
Gro Gunleiksrud Non-Executive Director
Total

Board
fees
34

Committee
fees
6

Total remuneration
in 2017
40

30

-

30

30
0

-

30
0

0
94

6

0
100

1

Member of the Board of Directors until the 2018 Annual General Meeting

16.4.2 Management
The table below sets out the remuneration paid to the Management for the financial year
ended 31 December 2017 (in USD thousands):
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Name and position
I. Horstad1 CEO
Per C. Grytnes2 CEO
M. Ektvedt CFO3
B. Jensen CFO
N.H. Heieren CTO
J.B. Gateman SVP
I. Gimse SVP
Total
1
2

3

Remuneration
212
22
203
165
167
0
204
973

Options
77

Pension
9

8
19
9
4
69
186

10
10
10
0
11
50

Total
222
22
212
175
176
0
216
1,023

CEO until 30 November 2017.
Constituted CEO since 30 November 2017. Grytnes has an agreed yearly remuneration of NOK 2.2 million,
a sign-on fee of NOK 400,000 and 250,000 options.
CFO until January 2018

All management receive their remuneration in NOK and the decrease in remuneration is mainly due to
the depreciation of the NOK against USD.

Tom Henrik Sundby’s contract has a notice period of six months, whereas Nils Heieren’s and
Bjørn Jensen’s contracts have a notice period of three months.
Jan B. Gateman is engaged as an independent consultant as Senior Vice President.
The CEO is entitled to severance pay equivalent to 12 months’ salary, commencing at the end
of the notice period, when the resignation is at the request from the Company. Any other
payment earned during this period will be fully deducted.
At the date of this Prospectus, and with the exception for information described immediately
above, no members of the Board, Management or supervisory bodies’ service contracts with
the issuer or any of its subsidiaries provides for benefits upon termination of employment.
16.4.3 Shares and Options held by Members of the Board of Directors and Executive
Management
The following table sets forth information concerning the Company’s director’s direct or
indirect ownership of Shares, as of the date of this Prospectus and the total number of Shares
post registration of the Private Placement Shares in the Private Placement:
Details regarding the outstanding options can be found in Section 17.1 “Share Capital and
Shares”.
Name
Board
Jan P. Grimnes2
Jan B. Gateman3
Bettina Bachmann4
Gro Gunleiksrud
Haatvedt
Edvin Endresen

Executive
Management
Per Christian Grytnes
Tom Henrik Sundby
Bjørn Jensen

Position

Chairman/NonExecutive Director
Executive Director
and SVP R&D
Non-Executive
Director
Non Executive
Director
Non Executive
Director

CEO
CFO
COO

Shares

Options

Shares post
Private
Placement1

2,333,333

0

4,613,382

15,000

3,058,363

0

0

0

0

0

111,111
0
0

0
0
102,500

3,218,289

3,530,339
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Nils Halvor Heieren
Ivar Gimse
1
2
3

4

CTO
SVP Business. Dev.

0
930,380

28,000
265,000

Shareholding post Private Placement.
Indirect ownership through Redback AS.
Indirect ownership through Geo Innova AS

Shell Technology Ventures BV.

16.4.4 Loans and Guarantees
The Company has no outstanding guarantees, or loans or any other similar commitments
granted to any member of the Board of Directors or the Management.
16.5

Directorship, Partnership and Management Positions

The table below set forth the directorships, partnerships and/or management positions (apart
from any such position of responsibility in the Company), the members of the Board of
Directors and Management presently hold, and have held within the last five years preceding
the date of this Prospectus. Please note that any directorships or partnerships held in any of
the Company’s subsidiaries are not included in the overview below.
Description
Board
Jan P. Grimnes

Jan B. Gateman
Bettina Bachmann
Gro Gunleiksrud
Haatvedt

Edvin Endresen

Current directorships and
senior management positions
(other than at the Company)

Previous directorships and
senior management positions
last five years

Foster Findlay Associates Limited
Q-Free ASA (Director)
(Chairman)
FARA AS
Redback AS
Tungasletta Invest ASHaukås
eiendomsinvest AS
Adrega AS
Geo Innova AS (CEO and Chairman) for the past 5 years
Swiss Shell Pension fund (Director)
SVP Exploration Aker BP (2013 –
SVP Exploration Statoil (2011-2013)
present), VP Exploration and
Development – Neptune Energy
(2018-), Geodata Trade
Organization – Chairman of The
Board (2016-2020)

Solvang ASA – CEO
Board
member
Chairman Clipper Shipping AS
Clipper Sun II DA
Chairman Solvang Maritime AS
Board member Partrederiet
Etylen II DA
Board member Partrederiet LGC
DA
Board member Partrederiet
Clipper Odin DA
Board member Partrederiet
Etylen DA
Board member Partrederiet
Clipper Sirius DA
Board member Partrederiet
Clipper Posh DA
Board member Partrederiet
Clipper Victory DA
Board member Partrederiet
Clipper Victory II DA

Partrederiet
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Description

Current directorships and
senior management positions
(other than at the Company)

Previous directorships and
senior management positions
last five years

Management
Per Christian Grytnes

-

SVP CGG
Managing Director FMCS AS
Sevoteam (board member)
FMCS Pty Ltd (board member)

Tom Henrik Sundby

- Ithac AS

Polarcus Ltd. CFO,
BerGenBio AS, Finance Director

-

iSURVEY AS (Managing Directors)
until 31 May 2014

Nils Halvor Heieren

-

-

Ivar Gimse

Gneis AS (CEO and Chairman)

-

Jan Gateman

Geo Innova AS (CEO and Chairman) -

Bjørn Jensen

16.6

Pure Atlantic AS
Giraffa AS
Several Magseis ASA
subsidiaries

Employees

As of the year ended 31 December 2017, the Group had 127 full time employees (of which
13 were temporary employed) and 11.4 full time consultants. Of the 127 employees, 56 are
based offshore and 71 are based onshore. The table below illustrates the development in
number of employees over the last years, as per the end of the years 2015, 2016 and 2017.
Staff position
Contractors/secondees
Total

2017
127
12
139

2016
83
25
108

2015
77
15
92

16.6.1 Employee Incentive schemes
In 2012, the Group established a share option programme that entitles key management
personnel, senior employees and some members of the Board to purchase shares in the
Company. In accordance with this program options are exercisable at the market price of the
share at the date of the grant and all options are equity settled.
In 2017, 116,000 share options were granted to employees. The grants have a strike price of
NOK 15.65, and vesting criteria of which 20% become exercisable after one year, 30%
become exercisable after two years and 50% become exercisable after three years. See
Section 17.2.2 “Options” for further details regarding share options granted to employees.
At the Company's Annual General Meeting on 23 May 2018, the general meeting resolved to
adopt the Board's proposal for a bonus and stock program for the period from 23 May 2018
up to the annual general meeting in 2019.
The bonus and stock program contains a cash element and a share award that can be awarded
based on the Company's financial performance in 2018, if revenue and EBITDA targets set by
the Board where met, and with payment in April 2019.
The EGM held on 12 December 2018 approved that the Board of Directors, at their sole
discretion, may resolve to award the full bonus based on operational results in 2018 to the
Company's employees, including the Company's management, in connection with the
Transaction.
115

16.6.2 Pensions
The Group is required to maintain a pension plan in accordance with the Norwegian Pension
Benefit Act. The pension plans of the Group comply with the requirements set forth in the
Norwegian Pension Benefit Act. The Group has no legal or constructive obligations to pay
further contributions if the fund does not hold sufficient assets to pay all employees the
benefits relating to employee service in the current and prior period. The Group has therefore
no further payment obligations once the contributions have been paid. A defined contribution
plan is a pension plan under which the Group pays fixed contributions into a separate entity
for pension, based on obligatory, agreed on or voluntary basis. The contributions are
recognised as employee benefit expense when they are due. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in the future payments
is available.
The total cost in 2017 for the Group to provide pension benefits for its employees is USD
507,345.
16.7

Statement from the Board of Directors and the Management

No member of the Board of Directors or the Management has during the last five years
preceding the date of this Prospectus:
•
•

•

16.8

been subject of any convictions in relation to indictable offences or convictions in
relation to fraudulent offences;
received any official public incrimination and/or sanctions by any statutory or
regulatory authorities (including designated professional bodies) or ever been
disqualified by a court from acting as a member of the administrative, management
or supervisory bodies of a company or from acting in the management or conduct of
the affairs of any company; or
been declared bankrupt or been associated with any bankruptcy, receivership or
liquidation in his capacity as a founder, director or senior manager of a company.
Board of Directors Practices and Corporate Governance Compliance

The Group believes that good and sound corporate governance creates higher shareholder
value. As a result, Magseis is committed to developing high standards of Corporate
Governance. Magseis’ principles of Corporate Governance have been developed based on the
Code. The Board of Directors have prepared a single document summarizing how the Code
has been implemented by the Company. The latest version of this document, the Corporate
Governance Report for the year 2016 was adopted by the Board of Directors on 25 April 2018.
The Corporate Governance Report for 2017 is incorporated by reference in Section 22
“Incorporation by reference”. The Corporate Governance Report for 2017 includes a
description of any deviations of the Company from the recommendations of the Norwegian
Corporate Governance Code.
Currently, the Company comply with the Norwegian Code of Practice, with the following
exception:
•
•

Jan B. Gateman is a member of the Board of Directors and is also SVP R&D for Magseis
and a founder of the Company, and is granted share options in the Company.
The authorisation granted to the Board of Directors at the 2018 AGM to increase the
share capital by up to NOK 775,590 of the registered share capital. The authorisation
is not limited to a defined purpose.

The Board of Directors will continuously develop and monitor its corporate governance
commitments based on experience, input from shareholders and the market in general.
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16.9

Conflicts of Interest

Reference is made to the description of material contracts with Westcon as set out in Section
10.11 “Material Contracts”. As registered in the VPS on 17 December 2018, Westcon owns
5,661,436 shares corresponding to 7.30% of the issued share capital. Westcon’s position as
a major shareholder and a business relation may pose a potential conflict of interest.
As at the date of this Prospectus, board member Jan B. Gateman 2 owns 4,613,382 Shares
corresponding to 2.49% of the issued share capital, taking into account the issuance of the
Private Placement Shares and the Consideration Shares and 15,000 options in the Company.
Gateman’s position as a Shareholder, member of the Senior Management and Board member
may pose a potential conflict of interest.
The board member Bettina Bachmann is employed at Shell Technology Ventures. The interests
of the Company and Shell Technology Ventures may pose a potential conflict of interest.
Except as set out above, there are no potential conflicts of interests between any duties to
the Company, of the members of the Board or the Management, and their private interests
and or other duties.
There are no family relations between any of the members of the Board or of the Management.
16.10

Committees

Nomination committee
The Company has established a nomination committee which comprises Roar Bekker
(chairperson), Jon Hille Walle and Anders Farestveit. On the extraordinary general meeting
held on 12 December 2018 Anthony Dowd were elected as a member of the nomination
committee, with the term beginning after the closing of the Transaction. Anthony Dowd
replaces Jon Hille Walle, whose term will end on the same day.
Both Roar Bekker and John Hille Walle are independent of the Board and the Management.
Anders Farestveit is a major shareholder and observer in the Board of Directors. The
requirement for having a nomination committee and the committee’s duties are incorporated
in the Company’s Articles. The general meeting elects the members of the committee and
approves the nomination committee guidelines and remuneration. The nomination
committee’s main tasks are to give the general meeting its recommendations regarding (i)
the election of board members to be elected by the shareholders, (ii) remuneration to the
board members, (iii) the election of members of the nomination committee; and (iv) the
remuneration of the nomination committee. The term of service is two years unless otherwise
decided by the general meeting.
Audit committee
The Company has established an audit committee which comprises Jan Grimnes and Edvin
Endresen. The audit committee’s tasks are (i) review interim and annual financial reports and
processes, (ii) monitor the systems for internal control and risk management, (iii) maintain
on-going contact with the Magseis’ elected auditor regarding the audit of the annual financial
statement, and (iv) assess and monitor the auditor’s independence, hereunder particularly to
which extent other services than auditing, provided by the auditor or the auditing Company,
constitute a threat against the auditor’s independence. Currently one of the members of the
audit committee fulfil the requirements of section 6-42 of the Norwegian Public Companies
Act and one of the members fulfil the requirement of being independent of the Company.

2

Indirect ownership through Geo Innova AS.
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17.

CORPORATE INFORMATION AND DESCRIPTION OF THE SHARE CAPITAL

17.1

General corporate information

Magseis is a public limited liability company (Nw.: allmennaksjeselskap) organised and
existing under the laws of Norway pursuant to the Norwegian Public Limited Companies Act.
The Company is registered in the Norwegian Register of Business Enterprises with business
registration number 994 547 852. The Company’s registered address is Strandveien 50, 1366
Lysaker, Norway and telephone number +47 23 36 80 20.
17.2

Shares and share capital

The share capital of the Company is NOK 7,574,118.10 divided into 151,482,362 Shares of a
nominal value of NOK 0.05 each, all shares being fully paid and issued.
The Company has only one class of shares, each Share carrying equal shareholder rights. At
the Company’s General Meetings, each Share carries one vote.
The Company’s Articles does not provide for limitations on the transferability or ownership of
Shares.
The Shares have been created under the Norwegian Public Limited Liability Companies Act
and registered in book-entry form with the VPS under the International Securities
Identification Number (ISIN) NO 0010663669. The registrar for the shares is DNB Bank ASA,
Dronning Eufemias gate 30, N-0191 Oslo, Norway.
17.2.1 Authorisations to issue new Shares
The Board of Directors has the following authorization to increase the share capital and to
issue shares in the Company, all valid up to the earliest of the next annual general meeting
and 30 June 2019:
•

An authorization to increase the Company’s share capital with up to NOK 86,000. The
authorization can be used to issue new Shares in relation to the Company’s option and
bonus programs existing at any time.

•

An authorization to increase the Company’s share capital with up to NOK 775,590 to
be used to provide the Company with financial flexibility, including in connection with
investments and acquisitions.

•

An authorization to increase the Company’s share capital with up to NOK 172,487.70
to be used to issue Shares to employees of the Company that were transferred as part
of the Transaction and who are part of the retention plan for such employees.

•

An authorization to increase the Company’s share capital with up to NOK 431,219.25
to be used in the Repair Offering as further set out in section 20 "The Repair Offering".

As of the date of this Prospectus, the Board of Directors has not used any of the
abovementioned authorizations.
As at the date of this Prospectus, the Board of Directors does not have any authorisations to
issue warrants (Nw.: frittstående tegningsretter) or convertible loans.
17.2.2 Options
Movements in the number of share options outstanding and their related weighted average
exercise price are as follows:
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List
of
options

outstanding

2017

Weighted
average
exercise
price (USD)

2016

Weighted
average
exercise
price (USD)

Outstanding at 1 January

2,466,520

2.31

1,984,520

2.43

Options granted

116,000

1.88

530,000

1.53

Options exercised

-23,000

1.16

-14,000

2.53

Options forfeited

0

0

-34,000

2.63

Outstanding
December

on

31

1,120,000

2.13

2,466,520

Exercisable
December

at

31

460,500

2.54

1,627,829

2.38

At 31 December 2016, 2,466,520 options were outstanding of which 1,627,820 were
exercisable and have an exercise price in the range of USD 1.13 to USD 2.95 and a weighted
average contractual life of 1.34 years. The options granted but currently un-exercisable can
be exercised between 1.2 and 3.0 years after the date of this Prospectus.
At 31 December 2017, 1,120,000 options were outstanding of which 60,500 were exercisable
and have an exercise price in the range of USD 1.50 to USD 3.00 and a weighted average
contractual life of 1.62 years. The options granted but currently un-exercisable can be
exercised between 1.2 and 3.0 years after the date of this Prospectus.
Outstanding share options to executives, management and senior employees as at the date
of this Prospectus are as follows:
•

Jan Gateman has been allocated 175,000 options of which all 15,000 options were
outstanding and 15,000 were exercisable at the date of this Prospectus. Outstanding
options have a weighted remaining option life and exercise period of 1.17 years. The
exercise price is NOK 22.00.

•

Ivar Gimse has been allocated 515,000 options of which 265,000 options were
outstanding and 65,000 were exercisable at the date of this Prospectus. Outstanding
options have a weighted remaining option life and exercise period of 1.30 years. The
weighted exercise price is range of NOK 13.70-22.00.

•

Bjørn Jensen has been allocated a total of 125,000 options of which 25,000 options
were outstanding and 9,000 were exercisable at the date of this Prospectus.
Outstanding options have a remaining option life and exercise period of 2.23 years.
The exercise price range is NOK 15.65 – 25.

•

Nils Heieren has been allocated a total of 76,000 options of which 28,000 options were
outstanding and 12,000 were exercisable at the date of this Prospectus. Outstanding
options have a remaining options life and exercise period of 2.23 years. The exercise
price range is NOK 15.65-22.00.

•

Tom Henrik Sundby has not been allocated any options.

•

Per Christian Grytnes has not been allocated any options.

•

Senior employees have been allocated a total of 332,000 options of which all 332,000
options were outstanding and 141,500 were exercisable at the date of this Prospectus.
Outstanding options have a remaining option life and exercise period of 1.26 years.
The exercise price range is NOK 15.30-23.75
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Except for the options described above and in Section 16.4.3 “Shares and Options held by
Members of the Board of Directors and the Executive Management” and as regards Executive
Management as described in Section 16.6.1 “Employee Incentive Scheme”, the Company has
not issued any options.
17.2.3 Warrants issued as part consideration in the Transaction
As part of the Transaction, Fairfield was granted 18,250,000 warrants (the "Consideration
Warrants") for shares in the Company granting Fairfield the right to require issuance of 1
share in the Company for each Consideration Warrant at any time during the five year period
after 12 December 2018 at a subscription price of NOK 25.425.
On the EGM held on 12 December 2018 the general meeting passed the following resolution
to issue the Consideration Warrants:
(1)

The Company shall issue 18,250,000 Warrants in the Company.

(2)

Each warrant shall give the right to subscribe for one new share in the Company, nominal
value NOK 0.05, at a subscription price of NOK 25.425.

(3)

No separate consideration shall be paid for the Warrants.

(4)

The Warrants shall be issued to Fairfield Industries Incorporated, address 9811 Katy Fwy,
Suite 1200, Houston, Texas 77024. The pre-emptive rights of the existing shareholders
under section 11-13 (1) cf. 10-4 of the Public Companies Act are set aside.

(5)

Subscription for the warrants shall be made no later than 28 February 2019 on a separate
subscription form.

(6)

The Warrants may be exercised at any time by written notice to the Company no later than
12 December 2023.

(7)

Shares to be issued as a result of the exercise of the Warrants shall carry rights to dividends
from the date on which the relevant capital increase is registered with the Register of
Business Enterprises.

(8)

In the event of any increase or reduction of the Company's share capital, any split or
consolidation of the Company's shares, any issuance of other Warrants or convertible bonds,
any merger or de-merger of the Company or any distribution from the Company, liquidation
or transformation that is resolved after the date of this extraordinary general meeting (and
which is not based on the authorisations resolved by this extraordinary general meeting),
the Warrants shall be adjusted in accordance with Enclosure 3 as attached to the minutes
and/or otherwise afford the holder the same rights as those of a shareholder in connection
with such resolutions.

(9)

This resolution is made subject to the general meeting resolving to approve the Board's
proposal for election of new chairman of the Board in item 5, election of member of the
nomination committee in item 6, share capital increase in connection with the private
placement in item 7, share capital increase in connection with issuance of consideration
shares in item 8, retention program for new employees transferred to the Company in
connection with the Transaction in item 10 and authorisation to increase the share capital –
repair offering in item 12 and becomes effective upon the time when the resolutions in item
7, 8, 10 and 12 are registered in the Norwegian Register of Business Enterprises.

17.2.4 Transferability and foreign ownership
Except for the lock-up undertaking mentioned in section 7.1 "Listing of the Consideration
Shares – Background", there are no restrictions on trading in the Company’s Shares and no
restrictions on foreign ownership of the Company’s Shares.
17.2.5 Legislation and rights attached to the Shares
Reference is made to the review of legislation and rights attached to the Company’s Shares
in Section 13.5 “Articles of Association and general shareholder matters“.
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17.2.6 Mandatory offers
Reference is made to Section 18.9 “Mandatory offer requirement” which outlines the
legislation on mandatory offers applicable to Norwegian companies listed on Oslo Børs and
Oslo Axess. The Company has not been subject to any public take-over bids the last 12
months.
17.3

Historical development in Share capital and number of Shares

The table below sets forth the development of the Company’s share capital since 1 January
2015 and up to the date of this Prospectus (all figures in NOK).

Date

Description of
issuance

Change in
share
capital

Par
value
per
share

Issue
price

Share capital
after change

No. of
Shares after
change

06/05/16

Share issue

340,000

0.05

12.50

1,830,900.70

36,618,014

30/05/16

Share issue

60,000

0.05

12.50

1,890,900.70

37,818,014

27/03/17

Share issue

22,650,000

0.05

15

3,023,400.70

60,468,014

20/04/17

Share issue

1,150

0,05

9.70

3,024,550.70

60,491,014

20/04/17

Share issue

20,068.85

0.05

15

3,044,619.55

60,892,391

25/01/18

Share issue

304,461.95

0.05

18

3,349,081.50

66,981,630

16/02/18

Share issue

528,871.40

0.05

18

3,877,952.90

77,559,058

13/12/18

Share issue
(Private
Placement)

3,696,165.20

0.05

16.95

7,574,118.10

151,482,362

Note: NOK, except for number of shares.
As of 1 January 2017, the Company had a total number of Shares of 37,818,014, each with a
nominal value of NOK 0.05.
As of 1 January 2018, the Company had a total number of Shares of 60,892,391, each with a
nominal value of NOK 0.05.
17.4

Major shareholders

The table below shows the Company’s 20 largest shareholders as registered in the VPS on 12
December 2018 (not taking into account the Private Placement and the Transaction).
No

Shareholder

Number of shares

%

1

ANFAR INVEST AS

6,196,856

7.99

2

WESTCON GROUP AS

5,661,436

7.30

3

AS CLIPPER

4,731,022

6.10

4

GEO INNOVA AS

4,613,382

5.95

5

JPMorgan Chase Bank, N.A., London

3,344,505

4.31

6

KLP AKSJENORGE

2,907,948

3.75

7

REDBACK AS

2,333,333

3.01

8

BARRUS CAPITAL AS

2,292,351

2.96
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9

VPF NORDEA NORGE VERDI

2,044,353

2.64

10

SEI INSTITUTIONAL INTERNATIONAL

1,950,237

2.51

11

KOMMUNAL LANDSPENSJONSKASSE

1,948,780

2.51

12

VPF NORDEA KAPITAL

1,580,940

2.04

13

CITY FINANCIAL ABSOLUTE EQUITY FD

1,280,399

1.65

14

HAWK INVEST AS

1,263,723

1.63

15

VPF NORDEA AVKASTNING

1,260,707

1.63

16

STATOIL PENSJON

1,208,945

1.56

17

INVESCO PERP EURAN SMLER COMPS FD

1,156,466

1.49

18

Danske Invest Norge Vekst

1,049,000

1.35

19

HOLMEN SPESIALFOND

1,000,000

1.29

20

GNEIS AS

930,380

1.20

Top 20 shareholders

48,754,763

62.86

Other

28,804,295

37.14

77,559,058

100.0%

Total outstanding shareholders

All the Shares are equal in all respect and the shareholders of the Company have equal rights,
including rights to dividends and voting rights. Each share in the Company carries one vote
and none of the Company’s shareholders have different voting rights. None of the major
shareholders have different voting rights than the other shareholders of the Company.
See Section 17 “Corporate information and description of the share capital”, in particular
Sections 17.5, 17.6 and 17.7 thereof, and Section 18 “Securities Trading in Norway” below
for a further review of rights attached to the Shares.
The Company is not aware that the Company is controlled or owned, directly or indirectly, by
any Shareholder or related Shareholders.
17.5

Disclosure of Notifiable shareholdings

Based on the registrations in the VPS on the date of this Prospectus and taking into account
the effects of the Private Placement and the Transaction, the following persons had, directly
or indirectly, interest in 5% or more of the issued share capital of the Company (which
constitutes a notifiable holding under the Norwegian Securities Trading Act): Fairfield,
Kommunal Landspensjonskasse and Verdipapirfondet Nordea. Fairfield will own 33,500,000
Shares following completion of the Transaction, which will amount to 18.11% of the share
capital taking into account the Private Placement and the Consideration Shares. In addition,
Fairfield will own 18,250,000 warrants following subscription and issuance of the
Consideration Warrants. Kommunal Landspensjonskasse will own 10,769,719 Shares
following completion of the Transaction, which will amount to 5.82% of the share capital
taking into account the Private Placement and the Consideration Shares. Nordea will own
9,957,687 Shares following completion of the Transaction, which will amount to 5.38% of the
share capital taking into account the Private Placement and the Consideration Shares.
All of the Company’s Shares carry one vote each. None of the major shareholders have
different voting rights than the other shareholders of the Company.
The Company is not aware of any arrangements, the operation of which may at a date
subsequent to the date of this Prospectus result in a change of control in the Company.
However, the Company notes that Fairfield will receive 33,500,000 Consideration Shares and
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18,250,000 Consideration Warrants subject to completion of the Transaction. Assuming
completion of the Transaction, Fairfield will have a total shareholding of 51,750,000 Shares
subject to exercise of all Consideration Warrants. This will, subject to issuance of the Private
Placement Shares, the Consideration Shares, full subscription and issuance of the Offer Shares
and the Consideration Warrants, represent 24.4% of the total outstanding Shares.
17.6

Articles of association and general shareholder matters

17.6.1 General
The Company’s Articles are incorporated by reference in this Prospectus; see Section 22.1
"Incorporation by reference".
The following is a summary of certain provisions of the Articles of Association, some of which
have not been addressed in the preceding sections.
17.6.2 The Company’s objective
Pursuant to article 3 of the Company’s Articles of Association, the Company’s object includes
development of geophysical equipment and methods, generation, marketing and sale of
exclusive and non-exclusive geophysical exploration and other thereto naturally related
activities, including investments in such activities.
17.6.3 No Restriction on Transfer of Shares
The Articles do not provide for any right of first refusal for the Company’s shareholders or any
other restrictions on transfer of Shares. Share transfers are not subject to Board of Directors
approval.
Rights, preferences and restrictions attaching to shares are set out in the Norwegian Public
Limited Companies Act. The Articles do not set forth additional conditions with regard to
changing the rights of shareholders than required by the Norwegian Public Limited Companies
Act.
17.6.4 Nomination Committee
The Company shall have a nomination committee consisting of two or three members. The
nomination committee shall give the General Meeting its recommendations regarding the
election of board members to be elected by the shareholders, the remuneration to the board
members, the election of members of the nomination committee and the remuneration of the
nomination committee. The members of the nomination committee, including its chairman,
are elected by the general meeting. The members of the nomination committee’s period of
service shall be two years unless the General Meeting decides otherwise.
17.6.5 The Board of Directors and signatory rights
Pursuant to article 5 of the Articles, the Board of Directors shall consist of up to 7 members,
whereas up to 2 directors can be representatives for the employees. The chairman of the
board of directors is elected by the general meeting.
The right of signature lies with the chairman of the board, two board members jointly, or by
the chief executive officer alone.
17.6.6 Voting rights and shareholders rights
The Company has one class of shares and each share carries equal voting rights at the general
meeting. The Articles do not set forth additional conditions with regard to changing the rights
of shareholders other than required by the Norwegian Public Limited Companies Act.
The shares are not subject to redemption rights with the exemption provided for below under
Section 17.9 “Compulsory Acquisition”. There are no conversion provisions applicable to the
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Shares.
17.6.7 General Meetings
Pursuant to Section 7 of the Articles of Association, an owner with shares registered through
a custodian approved pursuant to Section 4-10 of the Norwegian Public Limited Companies
Act has voting rights equivalent to the number of shares which are covered by the custodian
arrangement provided that the owner of the shares shall within two working days before the
General Meeting provide the Company with his name and address together with a confirmation
from the custodian to the effect that he is the beneficial owner of the shares held in custody,
and provided further the Board of Directors shall not disapprove such beneficial ownership
after receipt of such notification in accordance with Section 7 of the Articles of Association.
Documents that shall be addressed at the General Meeting may be published on the
Company’s website. The same applies to documents that due to statutory requirements must
be attached to or included in the notice. A shareholder can however demand that such
documents are sent to him.
The General Meeting shall be chaired by the Chairman of the Board of Directors.
17.7

Certain aspects of Norwegian law

17.7.1 Voting Rights; Amendments to the Articles of Associations
Each of the Company’s Shares carries one vote. In general, resolutions that shareholders are
entitled to make pursuant to the Norwegian Public Limited Liabilities Companies’ Act or the
Company’s Articles may be made by a simple majority of the votes cast. In the case of
elections, the persons who obtain the greatest number of votes cast are elected. However, as
required under Norwegian law, certain decisions, including resolutions to derogate from the
shareholders preferential rights to subscribe in connection with any share issue, to approve a
merger or de-merger, to amend the Company’s Articles or to authorize an increase or
reduction in the share capital, must receive the approval of at least two-thirds of the aggregate
number of votes cast as well as at least two-thirds of the aggregated number of votes cast as
well as at least two-thirds of the share capital represented at a shareholders’ meeting.
Norwegian law further requires that certain decisions, which have the effect of substantially
altering the rights and preferences of any shares or class of shares, receive the approval of
the holders of such shares or class of shares as well as the majority required for amendments
to the Company’s Articles.
Decisions that (i) would reduce the rights of some or all of the Company’s shareholders in
respect of dividend payments or other rights to the assets of the Company or (ii) restrict the
transferability of the shares, require a majority vote of at least 90% of the share capital
represented at the General Meeting in question as well as the majority required for
amendments to the Company’s Articles. Certain types of changes in the rights of shareholders
require the consent of all shareholders affected thereby as well as the majority required for
amendments to the Company’s Articles. Changes to or exemptions from the Articles of the
Company regarding the distribution of the maximum allowed dividend requires the support of
at least nine tenths of the votes cast and of the share capital represented at the general
meeting.
In general, in order to be entitled to vote, a shareholder must be registered as the beneficial
owner of Shares in the share register kept by the VPS or provide proof of its beneficial
ownership. Beneficial owners of Shares that are registered in the name of a nominee may not
be entitled to vote under Norwegian law unless such Shares are registered in the name of the
beneficial owner, nor are any persons who are designated in the register as holding such
Shares as nominees entitled to vote such Shares. The Company’s Articles of Association sets
out that an owner with shares registered through a custodian approved pursuant to Section
4-10 of the Norwegian Public Limited Companies Act has voting rights equivalent to the
number of shares which are covered by the custodian arrangement provided that the owner
124

of the shares shall within two working days before the General Meeting provide the Company
with his name and address together with a confirmation from the custodian to the effect that
he is the beneficial owner of the shares held in custody, and provided further the Board of
Directors shall not disapprove such beneficial ownership after receipt of such notification in
accordance with Section 6 of the Articles of Association.There are no quorum requirements
that apply to the General Meetings of the shareholders of the Company.
17.7.2 General meetings
Through the General Meeting, the Company’s shareholders exercise the supreme authority in
the Company, subject to the limitations provided by Norwegian law. All shareholders in the
Company are entitled to attend and vote at General Meetings, either in person or by proxy.
See “Voting rights” with regard to certain restrictions on voting right applying for nominee
registered shares, etc. General meetings are conveyed by the Company’s Board of Directors.
In accordance with Norwegian law, the Annual General Meeting of the Company’s shareholders
is required to be held each year on or prior to June 30. Norwegian law requires that written
notice of General Meetings setting forth the time, date and agenda of the meeting be sent to
all shareholders whose addresses are known at least three weeks prior to the date of the
meeting. The notice shall include a proposal for an agenda for the meeting. A shareholder is
entitled to submit proposals to be discussed at General Meetings provided such proposals are
submitted in writing to the Board of Directors in such time that it can be entered on the agenda
of the meeting. The Company’s Articles contain notice requirements for attending a general
meeting; see “Articles of Association” with regard to further instructions.
The ordinary General Meeting shall deal with and decide on the approval of the annual financial
statement and directors’ report, including the distribution of any dividend, and such other
matters as may be set out in the notice of the meeting.
Apart from the Annual General Meeting, Extraordinary General Meetings of shareholders may
be called by the Board of Directors. In addition, the Board of Directors shall call an
Extraordinary General Meeting whenever so demanded in writing by the auditor or
shareholders representing at least 5% of the Company’s share capital, in order to deal with a
specific subject. The requirements for notice and admission to the Annual General Meeting of
the Company’s shareholders also apply for Extraordinary General Meetings of shareholders.
17.7.3 Shareholder vote on certain reorganizations
A decision to merge with another company or to demerge requires a resolution of the
shareholders passed by 2/3 of the aggregate votes cast at a general meeting. A merger plan
or demerger plan signed by the board of directors along with certain other required
documentation would have to be sent to all shareholders at least one month prior to the
shareholders’ meeting.
17.7.4 Additional issuances and preferential rights
If the Company issues any new Shares, including bonus share issues, the Company’s Articles
of Association must be amended, which requires the same vote as other amendments to its
Articles. In addition, under Norwegian law, the Company’s shareholders have a preferential
right to subscribe to issues of new shares. The preferential rights to subscribe to an issue may
be waived by a resolution in a General Meeting passed by the same vote required to approve
amendments to the Articles of Association. A waiver of the shareholders’ preferential rights in
respect of bonus issues requires the approval of all outstanding shares, irrespective of class.
The General Meeting may, with a vote as required for amendments to the Articles, authorize
the Board of Directors to issue new shares, and to waive the preferential rights of shareholders
in connection with such issuances. Such authorization may be effective for a maximum of two
years, and the par value of the shares to be issued may not exceed 50% of the registered
nominal share capital when the authorization is registered.
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Under Norwegian law, the Company may increase its share capital by a bonus shares, subject
to shareholder approval by the Company’s shareholders, by transfer from the Company’s
distributable equity or from its share premium reserve. Any bonus issues may be effectuated
either by issuing shares or by increasing the par value of the shares outstanding.
To issue new shares to holders who are citizens or residents of the United States upon the
exercise of preferential rights, Magseis may be required to file a registration statement in the
United States under United States securities laws. Should the Company decide not to file a
registration statement, the Company’s US shareholders may not be able to exercise their
preferential rights and in such event would be required to sell such rights to eligible Norwegian
persons or other eligible non-U.S. holders to realize the value of such rights.
17.7.5 Minority rights
Norwegian law sets forth a number of protections for minority shareholders of the Company,
including but not limited to those described in this paragraph and the description of General
Meetings as set out above. Any of the Company’s shareholders may petition Norwegian courts
to have a decision of the Board of Directors or the Company’s shareholders made at the
General Meeting declared invalid on the grounds that it unreasonably favours certain
shareholders or third parties to the detriment of other shareholders or the Company itself.
The Company’s shareholders may also petition the courts to dissolve the Company as a result
of such decisions to the extent particularly strong reasons are considered by the court to make
necessary dissolution of the Company.
Minority shareholders holding 5% or more of the Company’s share capital have a right to
demand in writing that the Board of Directors convene an extraordinary General Meeting to
discuss or resolve specific matters. In addition, any of the Company’s shareholders may in
writing demand that the Company place an item on the agenda for any General Meeting as
long as the Company is notified in time for such item to be included in the notice of the
meeting. If the notice has been issued when such a written demand is presented, a renewed
notice must be issued if the deadline for issuing notice of the General Meeting has not expired.
17.7.6 Liability of directors
Members of the Board of Directors owe a fiduciary duty to the Company and its shareholders.
Such fiduciary duty requires that the Directors act in the best interests of the Company when
exercising their functions and exercise a general duty of loyalty and care towards the
Company. Their principal task is to safeguard the interests of the Company.
Members of the Board of Directors may be held liable by the Company for any damage they
negligently or wilfully cause the Company. Norwegian law permits the General Meeting to
exempt any such person from liability towards the Company, but the exemption is not binding
if substantially correct and complete information was not provided at the General Meeting
when the decision was made. If a resolution to grant such exemption from liability or not to
pursue claims against such a person has been passed by a General Meeting with a majority
below that required to amend the Company’s Articles, shareholders representing more than
10% of the share capital or, if there are more than 100 shareholders, more than 10% of the
shareholders may pursue the claim on the Company’s behalf and in its name. The cost of any
such action is not the Company’s responsibility, but can be recovered from any proceeds that
the Company receives as a result of the action. If the decision to grant an exemption from
liability or not to pursue claims is made by a majority required to amend the Articles, the
minority shareholders cannot pursue the claim in the Company’s name.
17.7.7 Indemnification of directors
Neither Norwegian law nor the Articles of Association contain any provision concerning
indemnification by the Company of the Board of Directors. The members of the Board of
Directors are, as part of an insurance coverage covered against certain liabilities that they
may incur in their capacity as such.

126

17.7.8 Distribution of assets on liquidation
Under Norwegian law, a company may be wound-up by a resolution of the company’s
shareholders in a General Meeting passed by the same majority as required to amend the
Articles. The existing Shares rank equally in the event of a return on capital by the Company
upon a winding-up or otherwise.
17.7.9 Rights of redemption and repurchase of Shares
The share capital may be reduced by decreasing the nominal value of the Shares or by
redemption of issued Shares. Such a decision requires the same majority as required to amend
the Articles of Association. Redemption of individual Shares requires the consent of the holders
of the Shares to be redeemed.
A Norwegian company may purchase its own shares if an authorization for the board of
directors of the company to this effect has been given by a General Meeting with the approval
of at least two-thirds of the aggregate number of votes cast and Shares represented at the
meeting. The aggregate nominal value of treasury shares so acquired and held by the
company must not exceed 10% of the company’s share capital, and treasury shares may only
be acquired if the company’s distributable equity, according to the latest adopted balance
sheet, exceeds the consideration to be paid for the shares. The authorization by the General
Meeting cannot be given for a period exceeding two years.
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18.

SECURITIES TRADING IN NORWAY

Set out below is a summary of certain aspects of securities trading in Norway. The summary
is based on the rules and regulations in force in Norway as at the date of this Prospectus,
which may be subject to changes occurring after such date. The summary does not purport
to be a comprehensive description of securities trading in Norway. Shareholders who wish to
clarify the aspects of securities trading in Norway should consult with and rely upon their own
advisors.
18.1

Introduction

Oslo Børs was established in 1819 and is the principal market in which shares, bonds and
other financial instruments are traded in Norway. Oslo Børs is operated by Oslo Børs ASA,
which also operates the regulated marketplace Oslo Axess and the multilateral trading facility
Merkur Markets.
Oslo Børs has entered into a strategic cooperation with the London Stock Exchange group
with regards to, inter alia, trading systems for equities, fixed income and derivatives.
18.2

Trading and settlement

Trading of equities on Oslo Børs is carried out in the electronic trading system Millenium
Exchange. This trading system was developed by the London Stock Exchange and is in use by
all markets operated by the London Stock Exchange as well as by the Borsa Italiana and the
Johannesburg Stock Exchange.
Official trading on Oslo Børs takes place between 09:00 hours Central European Time ("CET")
and 16:20 hours (CET) each trading day, with pre-trade period between 08:15 hours (CET)
and 09:00 hours (CET), closing auction from 16:20 hours (CET) to 16:25 hours (CET) and a
post-trade period from 16:25 hours (CET) to 17:30 hours (CET). Reporting of after exchange
trades can be done until 17:30 hours (CET).
The settlement period for trading on Oslo Børs is two trading days (T+2). This means that
securities will be settled on the investor's account in the VPS two days after the transaction,
and that the seller will receive payment after two days.
Oslo Clearing ASA, a wholly-owned subsidiary of SIX x-clear Ltd, a company in the Six Group,
has a license from the Norwegian FSA to act as a central clearing service, and has from 18
June 2010 offered clearing and counterparty services for equity trading on Oslo Børs.
Investment services in Norway may only be provided by Norwegian investment firms holding
a license under the Norwegian Securities Trading Act, branches of investment firms from an
EEA member state or investment firms from outside the EEA that have been licensed to
operate in Norway. Investment firms in an EEA member state may also provide cross-border
investment services into Norway.
It is possible for investment firms to undertake market-making activities in shares listed in
Norway if they have a license to this effect under the Norwegian Securities Trading Act, or in
the case of investment firms in an EEA member state, a license to carry out market-making
activities in their home jurisdiction. Such market-making activities will be governed by the
regulations of the Norwegian Securities Trading Act relating to brokers' trading for their own
account. However, market-making activities do not as such require notification to the
Norwegian FSA or Oslo Børs except for the general obligation of investment firms being
members of Oslo Børs to report all trades in listed securities.
18.3

Information, control and surveillance

Under Norwegian law, Oslo Børs is required to perform a number of surveillance and control
functions. The Surveillance and Corporate Control unit of Oslo Børs monitors market activity
on a continuous basis. Market surveillance systems are largely automated, promptly warning
department personnel of abnormal market developments.
128

The Norwegian FSA controls the issuance of securities in both the equity and bond markets in
Norway and evaluates whether the issuance documentation contains the required information
and whether it would otherwise be unlawful to carry out the issuance. Under Norwegian law,
a company that is listed on a Norwegian regulated market, or has applied for listing on such
market, must promptly release any inside information directly concerning the company (i.e.
precise information about financial instruments, the issuer thereof or other matters which are
likely to have a significant effect on the price of the relevant financial instruments or related
financial instruments, and which are not publicly available or commonly known in the market).
A company may, however, delay the release of such information in order not to prejudice its
legitimate interests, provided that it is able to ensure the confidentiality of the information
and that the delayed release would not be likely to mislead the public. Oslo Børs may levy
fines on companies violating these requirements.
18.4

The VPS and transfer of Shares

The Company's shareholder register is operated through the VPS. The VPS is the Norwegian
paperless centralised securities register. It is a computerised bookkeeping system in which
the ownership of, and all transactions relating to, Norwegian listed shares must be recorded.
All transactions relating to securities registered with the VPS are made through computerised
book entries. No physical share certificates are, or may be, issued. The VPS confirms each
entry by sending a transcript to the registered shareholder irrespective of any beneficial
ownership. To give effect to such entries, the individual shareholder must establish a share
account with a Norwegian account agent. Norwegian banks, authorised securities brokers in
Norway and Norwegian branches of credit institutions established within the EEA are allowed
to act as account agents.
The entry of a transaction in the VPS is generally prima facie evidence in determining the legal
rights of parties as against the issuing company or any third party claiming an interest in the
given security.
The VPS is liable for any loss suffered as a result of faulty registration or an amendment to,
or deletion of, rights in respect of registered securities unless the error is caused by matters
outside the VPS' control which the VPS could not reasonably be expected to avoid or overcome
the consequences of. Damages payable by the VPS may, however, be reduced in the event of
contributory negligence by the aggrieved party. VPS's liability is capped at NOK 500 million.
The VPS must provide information to the Norwegian FSA on an on-going basis, as well as any
information that the Norwegian FSA requests. Further, Norwegian tax authorities may require
certain information from the VPS regarding any individual's holdings of securities, including
information about dividends and interest payments.
18.5

Shareholder register – Norwegian law

Under Norwegian law, shares are registered in the name of the beneficial owner of the shares.
As a general rule, there are no arrangements for nominee registration and Norwegian
shareholders are not allowed to register their shares in the VPS through a nominee. However,
foreign shareholders may register their shares in the VPS in the name of a nominee (bank or
other nominee) approved by the Norwegian FSA. An approved and registered nominee has a
duty to provide information on demand about beneficial shareholders to the company and to
the Norwegian authorities. In case of registration by nominees, the registration in the VPS
must show that the registered owner is a nominee. A registered nominee has the right to
receive dividends and other distributions, but cannot vote in general meetings on behalf of
the beneficial owners.
18.6

Foreign investment in shares listed in Norway

Foreign investors may trade shares listed on the Oslo Børs through any broker that is a
member of the Oslo Børs, whether Norwegian or foreign.
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18.7

Disclosure obligations

If a person's, entity's or consolidated group's proportion of the total issued shares and/or
rights to shares in a company listed on a regulated market in Norway (with Norway as its
home state, which will be the case for the Company) reaches, exceeds or falls below the
respective thresholds of 5%, 10%, 15%, 20%, 25%, 1/3, 50%, 2/3 or 90% of the share
capital or the voting rights of that company, the person, entity or group in question has an
obligation under the Norwegian Securities Trading Act to notify the Oslo Børs and the issuer
immediately. The same applies if the disclosure thresholds are passed due to other
circumstances, such as a change in the Company's share capital.
18.8

Insider trading

According to Norwegian law, subscription for, purchase, sale or exchange of financial
instruments that are listed, or subject to the application for listing, on a Norwegian regulated
market, or incitement to such dispositions, must not be undertaken by anyone who has inside
information, as defined in Section 3-2 of the Norwegian Securities Trading Act. The same
applies to the entry into, purchase, sale or exchange of options or futures/forward contracts
or equivalent rights whose value is connected to such financial instruments or incitement to
such dispositions.
18.9

Mandatory offer requirement

The Norwegian Securities Trading Act requires any person, entity or consolidated group that
becomes the owner of shares representing more than one-third of the voting rights of a
company listed on a Norwegian regulated market (with the exception of certain foreign
companies) to, within four weeks, make an unconditional general offer for the purchase of the
remaining shares in that company. A mandatory offer obligation may also be triggered where
a party acquires the right to become the owner of shares that, together with the party's own
shareholding, represent more than one-third of the voting rights in the company and the Oslo
Børs decides that this is regarded as an effective acquisition of the shares in question.
The mandatory offer obligation ceases to apply if the person, entity or consolidated group
sells the portion of the shares that exceeds the relevant threshold within four weeks of the
date on which the mandatory offer obligation was triggered.
When a mandatory offer obligation is triggered, the person subject to the obligation is required
to immediately notify the Oslo Børs and the company in question accordingly. The notification
is required to state whether an offer will be made to acquire the remaining shares in the
company or whether a sale will take place. As a rule, a notification to the effect that an offer
will be made cannot be retracted. The offer and the offer document required are subject to
approval by the Oslo Børs before the offer is submitted to the shareholders or made public.
The offer price per share must be at least as high as the highest price paid or agreed by the
offeror for the shares in the six-month period prior to the date the threshold was exceeded.
If the acquirer acquires or agrees to acquire additional shares at a higher price prior to the
expiration of the mandatory offer period, the acquirer is obliged to restate its offer at such
higher price. A mandatory offer must be in cash or contain a cash alternative at least
equivalent to any other consideration offered.
In case of failure to make a mandatory offer or to sell the portion of the shares that exceeds
the relevant threshold within four weeks, the Oslo Børs may force the acquirer to sell the
shares exceeding the threshold by public auction. Moreover, a shareholder who fails to make
an offer may not, as long as the mandatory offer obligation remains in force, exercise rights
in the company, such as voting in a general meeting, without the consent of a majority of the
remaining shareholders. The shareholder may, however, exercise his/her/its rights to
dividends and pre-emption rights in the event of a share capital increase. If the shareholder
neglects his/her/its duty to make a mandatory offer, the Oslo Børs may impose a cumulative
daily fine that runs until the circumstance has been rectified.
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Any person, entity or consolidated group that owns shares representing more than one-third
of the votes in a company listed on a Norwegian regulated market (with the exception of
certain foreign companies) is obliged to make an offer to purchase the remaining shares of
the company (repeated offer obligation) if the person, entity or consolidated group through
acquisition becomes the owner of shares representing 40%, or more of the votes in the
company. The same applies correspondingly if the person, entity or consolidated group
through acquisition becomes the owner of shares representing 50% or more of the votes in
the company. The mandatory offer obligation ceases to apply if the person, entity or
consolidated group sells the portion of the shares which exceeds the relevant threshold within
four weeks of the date on which the mandatory offer obligation was triggered.
Any person, entity or consolidated group that has passed any of the above mentioned
thresholds in such a way as not to trigger the mandatory bid obligation, and has therefore not
previously made an offer for the remaining shares in the company in accordance with the
mandatory offer rules is, as a main rule, obliged to make a mandatory offer in the event of a
subsequent acquisition of shares in the company.
18.10

Compulsory acquisition

Pursuant to the Norwegian Public Limited Companies Act and the Norwegian Securities Trading
Act, a shareholder who, directly or through subsidiaries, acquires shares representing 90% or
more of the total number of issued shares in a Norwegian public limited liability company, as
well as 90% or more of the total voting rights, has a right, and each remaining minority
shareholder of the company has a right to require such majority shareholder, to effect a
compulsory acquisition for cash of the shares not already owned by such majority shareholder.
Through such compulsory acquisition the majority shareholder becomes the owner of the
remaining shares with immediate effect.
If a shareholder acquires shares representing more than 90% of the total number of issued
shares, as well as more than 90% of the total voting rights, through a voluntary offer in
accordance with the Securities Trading Act, a compulsory acquisition can, subject to the
following conditions, be carried out without such shareholder being obliged to make a
mandatory offer: (i) the compulsory acquisition is commenced no later than four weeks after
the acquisition of shares through the voluntary offer, (ii) the price offered per share is equal
to or higher than what the offer price would have been in a mandatory offer, and (iii) the
settlement is guaranteed by a financial institution authorised to provide such guarantees in
Norway.
A majority shareholder who effects a compulsory acquisition is required to offer the minority
shareholders a specific price per share, the determination of which is at the discretion of the
majority shareholder. However, where the offeror, after making a mandatory or voluntary
offer, has acquired more than 90% of the voting shares of a company and a corresponding
proportion of the votes that can be cast at the general meeting, and the offeror pursuant to
Section 4-25 of the Norwegian Public Limited Companies Act completes a compulsory
acquisition of the remaining shares within three months after the expiry of the offer period, it
follows from the Norwegian Securities Trading Act that the redemption price shall be
determined on the basis of the offer price for the mandatory/voluntary offer unless specific
reasons indicate another price.
Should any minority shareholder not accept the offered price, such minority shareholder may,
within a specified deadline of not less than two months, request that the price be set by a
Norwegian court. The cost of such court procedure will, as a general rule, be the responsibility
of the majority shareholder, and the relevant court will have full discretion in determining the
consideration to be paid to the minority shareholder as a result of the compulsory acquisition.
Absent a request for a Norwegian court to set the price or any other objection to the price
being offered, the minority shareholders would be deemed to have accepted the offered price
after the expiry of the specified deadline.
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18.11

Foreign exchange controls

There are currently no foreign exchange control restrictions in Norway that would potentially
restrict the payment of dividends to a shareholder outside Norway, and there are currently no
restrictions that would affect the right of shareholders of a company that has its shares
registered with the VPS who are not residents in Norway to dispose of their shares and receive
the proceeds from a disposal outside Norway. There is no maximum transferable amount
either to or from Norway, although transferring banks are required to submit reports on
foreign currency exchange transactions into and out of Norway into a central data register
maintained by the Norwegian customs and excise authorities. The Norwegian police, tax
authorities, customs and excise authorities, the National Insurance Administration and the
Norwegian FSA have electronic access to the data in this register.
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19.

TAXATION

The following is a summary of certain Norwegian tax considerations relevant to the acquisition,
ownership and disposition of shares by holders that are residents of Norway for purposes of
Norwegian taxation ("Resident Shareholders") and holders that are not residents of Norway
for such purposes ("Non-resident Shareholders").
The summary is based on applicable Norwegian laws, rules and regulations as they exist as
at the date of this Prospectus. Such laws, rules and regulations may be subject to changes
after this date, possibly on a retroactive basis for the same tax year. The summary is of a
general nature and does not purport to be a comprehensive description of all the tax
considerations that may be relevant to the shareholders and does not address foreign tax
laws. In the Norwegian state budget for 2019, the tax rate for ordinary income shall be
reduced from 23% to 22% from 2019. Further, the factor applied to increase dividend income
and capital gains on shares or shareholdings has been adjusted upward, so that the effective
tax rate on dividend income and capital gains remains approx. unchanged from the 2018 tax
rates.
Please note that special rules apply for shareholders that cease to be tax resident in Norway
or that for some reason are no longer considered taxable to Norway in relation to their
shareholding. As will be evident from the description, the taxation will differ depending on
whether the investor is a corporation or a natural person.
Each shareholder should consult with and rely upon their own tax adviser to determine the
particular tax consequences for him or her and the applicability and effect of any Norwegian
or foreign tax laws and possible changes in such laws.
For the purpose of the summary below, a reference to a shareholder or company being
Norwegian or foreign, refers to tax residency rather than nationality.
19.1

Taxation of dividends

19.1.1 Corporate Resident Shareholders
Corporate Resident Shareholders (i.e. limited liability companies, mutual funds, savings
banks, mutual insurance companies or similar entities resident in Norway for tax purposes)
are generally exempt from tax on dividends received on shares in Norwegian limited liability
companies, pursuant to the Norwegian participation exemption method (Nw.:
fritaksmetoden). However, 3% of dividend income is generally deemed taxable as general
income at a flat rate of 23% (22% from 2019), implying that dividends distributed from the
Company to Norwegian corporate shareholders are effectively taxed at a rate of 0.69%
(0.66% from 2019).
19.1.2 Personal Resident Shareholders
Resident Shareholders being natural persons are in general tax liable to Norway for their
worldwide income. Dividends distributed to such personal Resident Shareholders, are taxed
as ordinary income at a flat rate of 23% (22% from 2019), then calculated with a factor of
1.33 (1.44 from 2019), resulting in an effective tax rate of 30.59% (31.68% from 2019).
However, this will only apply to the extent the dividends exceed a statutory tax-free allowance
(Nw.: skjermingsfradrag).
The allowance is calculated on a share-by-share basis, and the allowance for each share is
equal the cost price of the share multiplied by a determined risk-free interest rate based on
the effective rate after tax of interest on treasury bills (Nw.: statskasseveksler) with three
months maturity plus 0.5 percentage points, after tax. The allowance is allocated to the
shareholder owning the share on 31 December in the relevant income year. Norwegian
personal shareholders who transfer shares during an income year will thus not be entitled to
deduct any calculated allowance related to the year of transfer. The Directorate of Taxes
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announces the risk free-interest rate in January the year after the income. The risk-free
interest rate for 2017, was 0.70%.
Any part of the calculated allowance in a given year exceeding dividend distributed on the
same share ("excess allowance") can be carried forward and set off against future dividends
received on, or capital gains upon realisation of the same share. Furthermore, excess
allowance can be added to the cost price of the share and included in basis for calculating the
allowance on the same share the following year.
19.1.3 Non-resident Shareholders
Dividends distributed to shareholders not resident in Norway for tax purposes are in general
subject to withholding tax at a rate of 25%, unless otherwise provided for in an applicable tax
treaty or the recipient is covered by the specific exemption for corporate shareholders taxresident within the EEA (see the section below for more information on the EEA exemption).
The company distributing the dividend is responsible for the withholding. Norway has entered
into tax treaties with approximate 80 countries. In most tax treaties, the withholding tax rate
is reduced to 15%.
In accordance with the present administrative system in Norway, the Norwegian distributing
company will normally withhold tax at the regular rate or reduced rate according to an
applicable tax treaty, based on the information registered with the VPS with regard to the tax
residency of the Non-resident Shareholder. Dividends paid to Non-resident Shareholders in
respect of nominee- registered shares will be subject to withholding tax at the general rate of
25% unless the nominee, by agreeing to provide certain information regarding beneficial
owners, has obtained approval for a reduced rate or exemption from the Central Office for
Foreign Tax Affairs ("COFTA") (Nw.: Sentralskattekontoret for utenlandssaker).
Non-resident Shareholders who are exempt from withholding tax and shareholders who have
been subject to a higher withholding tax than applicable in the relevant tax treaty, may apply
to the Norwegian tax authorities for a refund of the excess withholding tax. The application is
to be filed with COFTA.
If a shareholder is engaged in business activities carried out in or managed from Norway, and
the shares are effectively connected with such activities, dividends distributed to such
shareholder will generally be subject to the same taxation as that of Norwegian shareholders,
cf. the description of tax issues related to Resident Shareholders above.
Non-resident Shareholders should consult their own advisers regarding the availability of
treaty benefits in respect of dividend payments, including the ability to effectively claim
refunds of withholding tax.
19.1.4 Non-resident Shareholders tax-resident within the EEA
Non-resident Shareholders who are natural persons tax-resident within the EEA ("Foreign
EEA Personal Shareholders") are upon request entitled to a deductible allowance. The
shareholder shall pay the lesser amount of (i) withholding tax according to the rate in an
applicable tax treaty or (ii) withholding tax at 25% of taxable dividends after allowance.
Foreign EEA Personal Shareholders may carry forward any unused allowance, if the allowance
exceeds the dividends.
Non-resident Shareholders that are corporations tax-resident within the EEA for tax purposes
("Foreign EEA Corporate Shareholders") are exempt from Norwegian withholding tax on
dividends distributed from Norwegian limited liability companies, provided that the Foreign
EEA Corporate Shareholder in fact is genuinely established within the EEA and performs
genuine economic activity within the EEA.
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19.2

Taxation upon realisation of shares

19.2.1 Corporate Resident Shareholders
Corporate Resident Shareholders are generally exempt from tax on capital gains upon the
realisation of shares in Norwegian limited liability companies. Losses upon the realisation and
costs incurred in connection with the purchase and realisation of such shares are not
deductible for tax purposes.
19.2.2 Personal Resident Shareholders
Resident Shareholders being natural persons are taxable in Norway for capital gains upon the
realisation of shares, and have a corresponding right to deduct losses that arise upon such
realisation. The tax liability applies irrespective of time of ownership and the number of shares
realised. Gains are taxable as general income in the year of realisation, and losses can be
deducted from general income in the year of realisation. Such capital gain or loss is included
in or deducted from the basis for computation of ordinary income in the year of disposal at a
rate of 23% (22% from 2019), then calculated with a factor of 1.33 (1.44 from 2019),
resulting in an effective tax rate of 30.59% (31.68% from 2019).
The taxable gain or loss is calculated per share as the difference between the consideration
received and the cost price of the share, including any costs incurred in relation to the
acquisition or realisation of the share. Any unused allowance on a share (ref. above) may be
set off against capital gains related to the realisation of the same share, but may not lead to
or increase a deductible loss i.e. any unused allowance exceeding the capital gain upon the
realisation of the share will be lost. Furthermore, unused allowance may not be set off against
gains from realisation of other shares.
If a shareholder disposes of shares acquired at different times, the shares that were first
acquired will be deemed as first sold (the FIFO-principle) when calculating a taxable gain or
loss.
19.2.3 Non-resident Shareholders
As a general rule, capital gains generated by Non-resident Shareholders are not taxable in
Norway unless
(i)

the shares are effectively connected with business activities carried out in or managed
from Norway (in which case capital gains will generally be subject to the same taxation
as that of Norwegian Shareholders, cf. the description of tax issues related to
Norwegian Shareholders above), or

(ii)

the shares are held by an individual who has been a resident of Norway for tax purposes
with unsettled/postponed exit tax calculated on the shares at the time of cessation as
Norwegian tax resident.

19.3

Net wealth tax

Norwegian limited liability companies and certain similar entities are exempt from Norwegian
net wealth tax.
For Resident Shareholders who are natural persons, the shares will form part of the basis for
the calculation of net wealth tax. The current marginal net wealth tax rate is 0.85% of taxable
values.
Listed shares are valued at 80% (75% from 2019) of their quoted value on 1 January in the
assessment year (the year following the income year).
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19.4

Inheritance tax

A transfer of shares through inheritance or as a gift does not give rise to inheritance or gift
tax in Norway. However, the heir acquires the donor's tax input value of the shares based on
principles of continuity. Thus, the heir will, upon realisation of the shares, be taxable for any
increase in value in the donor's ownership, at the time of the heir's realisation of the shares.
19.5

Stamp duty

There is currently no Norwegian stamp duty or transfer tax on the transfer or issuance of
shares.
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20.

THE REPAIR OFFERING

20.1

The Repair Offering

The Repair Offering consists of an offer by the Company to issue up to 8,624,385 Shares (the
"Offer Shares") at a Subscription Price of NOK 16.95 per Offer Share (raising gross proceeds
of up to NOK 146.2 million).
The Repair Offering is divided into two tranches. 7,392,330 of the Offer Shares are directed
towards existing shareholders who were not invited to participate, or applied for but were not
allocated shares, in the Private Placement (the "Shareholder Tranche"). The existing
shareholders will, based on their registered holding of Shares in VPS at the end of the Record
Date, be granted non-transferable Subscription Rights which, subject to applicable laws, give
a preferential right to subscribe for and be allocated Offer Shares in the Shareholder Tranche
of the Repair Offering. 1,232,055 Offer Shares are directed towards employees of the
Company (the "Employee Tranche").
Over-subscription and subscription without Subscription Rights will be permitted in the
Shareholder Tranche; however there can be no assurance that Offer Shares will be allocated
for such subscriptions.
The reasons for the Repair Offering are to give Eligible Shareholders and Eligible Employees
(as defined below) the right to subscribe for new Shares at the same subscription price as
investors that were allocated Shares in the Private Placement and to raise proceeds for the
Company. The net proceeds will be used for general corporate purposes, including future
capital investments as described in section 12.4 "The Transaction's significance for the
earnings, assets and liabilities of the Combined Group".
All offers and sales in the United States will be made only to QIBs in reliance on Rule 144A or
pursuant to another exemption from the registration requirements of the U.S. Securities Act.
All offers and sales outside the United States will be made in compliance with Regulation S of
the U.S. Securities Act. This Prospectus does not constitute an offer of, or an invitation to
purchase, the Offer Shares in any jurisdiction in which such offer or sale would be unlawful.
For further details, see the "Important Information" at the beginning of the Prospectus and
Section 21 "Selling and Transfer Restrictions".
20.2

Resolution to issue the Offer Shares

At the EGM held on 12 December 2018 the Board of Directors were granted an authorisation
to carry out the Repair Offering.
In accordance with the authority granted at the general meeting on 12 December 2018, the
board of directors passed the following resolution to issue the Offer Shares:
(i)

The share capital of the Company shall be increased by a minimum of NOK 0.05 and
a maximum of NOK 431,219.25 through the issuance of a minimum of 1 and a
maximum of 8,624,385 new shares, each with a nominal value of NOK 0.05.

(ii)

The new shares are issued at a subscription price of NOK 16.95 per share.

(iii)

Up to 7,392,330 new shares shall be directed towards shareholders of the Company
as of 7 November 2018 (as registered in VPS on 9 November 2018), who were not
invited to participate, or applied for but were not allocated shares in the private
placement as announced by the Company on 8 November 2018 and who are not
resident in a jurisdiction where such offering would be unlawful, or would (in
jurisdictions other than Norway) require any prospectus filing, registration or similar
action (the "Shareholder Tranche") and up to 1,232,055 new shares are first directed
towards employees of the Company (the "Employee Tranche").
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(iv)

Non-transferable subscription right will be issued to shareholders with preferential
rights to subscribe in the Shareholder Tranche pursuant to (iii) above. Each such
shareholder will receive one (1) subscription right per 4.27 shares in the Company
they are registered as owner of in VPS on 9 November 2018.

(v)

Over-subscription and subscription without subscription rights is permitted.

(vi)

The allocation of new shares in the Shareholder Tranche will be made according to
the following criteria:
(A) First, allocation will be made to subscribers in accordance with the subscription
rights used to subscribe new shares in the subscription period. Each subscription
right will give the right to subscribe for and be allocated one (1) new share.
(B) If not all subscription rights are used in the subscription period (as set out in
(vii) below), subscribers having used their subscription sights and who have
over-subscribed will be allocated remaining new shares available in the
Shareholder Tranche on a pro rata basis based on the number of subscription
rights exercised. In the event that pro rata allocation is not possible due to the
number of remaining new shares in the Shareholder Tranche, the Company will
determine the allocation by lot drawing.
(C) If there are available new shares in the Shareholder Tranche after allocation
pursuant to (A) and (B) above, subscribers who do not hold Subscription Rights
will be allocated new shares on a pro rata basis based on the number of shares
subscribed for. In the event that pro rata allocation is not possible due to the
number of remaining shares in the Shareholder Tranche, the Company will
determine the allocation by lot drawing.

(vii) The allocation of new shares in the Employee Tranche will be made according to the
following criteria:
(A)

Unless the Employee Tranche is over-subscribed, the Company's employees will
be allocated new shares in accordance with the subscriptions made and the
unsubscribed new shares will be made available for the Shareholder Tranche.

(B)

If the Employee Tranche is over-subscribed, allocation of new shares will be
made at the sole discretion of the Company's board of directors. Allocation will
be based on criteria such as (but not limited to) position with the Company,
number of years employed by the Company, current shareholding in the
Company and relative subscription amount.

(vii) The subscription period is from 19 December 2018 to 4 January 2019 at 12:00 CET.
The start of the subscription period is conditional upon a prospectus for the offering
having been approved by the Norwegian Financial Supervisory Authority. In case of
a delay in the approval of the prospectus, the subscription period (and the dates
referred to in item (ix) of this resolution) shall be postponed accordingly as
determined by the board of directors.
(viii) The new shares shall be subscribed for on a separate subscription form.
(ix)

Payment of the subscription amount shall be made no later than 9 January 2019 to
a special share issue account. When subscribing for shares, each subscriber must,
through its signature on the subscription form, give Arctic Securities AS and DNB
Markets, a part of DNB Bank ASA (the "Managers") a one-time authority to debit a
stated bank account for an amount equal to the number of shares subscribed for
multiplied by the subscription price. Upon allocation, the Managers will debit the
stated account for an amount equal to the number of shares allocated to the
subscriber multiplied by the subscription price. The account will be debited around 9
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January 2019. Subscribers without Norwegian bank accounts must pay for allocated
shares as instructed by the Managers.
(x)

The new shares shall carry rights to dividends from the date on which the capital
increase is registered with the Register of Business Enterprises.

(xi)

The board of directors may withdraw the repair offering if, due to the development
of the price of the Company's shares, it is not in the interest of its shareholders or
the Company's employees to conduct the repair offering

(xi)

The Company's estimated costs in connection with the capital increase are NOK 5
million.

(xii) Section 4 of the articles of association shall be amended so as to reflect the share
capital and the number of shares after the share capital increase.

20.3

Subscription Price

The Subscription Price in the Repair Offering is NOK 16.95 per Offer Share. The Subscription
Price is equal to the subscription price in the Private Placement.
20.4

Subscription Period

The Subscription Period will begin on 19 December 2018 and end on 4 January 2019 at 12:00
CET. The Subscription Period may not be shortened or extended.
20.5

Right to participate in the Repair Offering

20.5.1 Eligible Shareholders and Eligible Employees
Subject to applicable legal restrictions, the Company will grant 7,392,330 Subscription Rights
in the Shareholder Tranche to persons who were registered as holders of Shares in the
Company's register of shareholders with the VPS as of expiry of 9 November 2018 (the
"Record Date"), and who:
(I)

were not invited to participate, or applied for but were not allocated shares, in the
Private Placement; and

(II) are not resident in a jurisdiction where the Repair Offering would be unlawful or, for
jurisdictions other than Norway, would require any prospectus filing, registration or
similar action,
(each such shareholder an "Eligible Shareholder").
Furthermore, employees in the Company, excluding the employees to be transferred from the
Fairfield Seismic Technologies Business, (the "Eligible Employees") will not be granted
subscription rights, but will be allowed to subscribe for a number between 1 and 1,232,055
Offer Shares in the Employee Tranche.
20.5.2 Subscription Rights - Terms
For each Share registered as held in the Company as of expiry of the Record Date, each
Eligible Shareholder will receive 1 (one) Subscription Right per 4.27 shares in the Company,
rounded down to the nearest whole Subscription Right. The Subscription Rights will be
registered in the VPS on the ISIN number NO 0010839699, and will be distributed to each
Eligible Shareholder's VPS account on or about 19 December 2018. The Subscription Rights
will not be tradable, but will be visible as credited the individual Eligible Shareholder's investor
account with the VPS.
One (1) Subscription Right will give the right to subscribe for, and be allocated, one (1) Offer
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Share, subject to the selling and transfer restrictions set out in Section 21 "Selling and
Transfer Restrictions".
Eligible Shareholders who do not use their Subscription Rights will experience a significant
dilution. The Subscription Rights would normally have an economic value if the shares trade
above the Subscription Price during the Subscription Period. Upon expiry of the Subscription
Period, the Subscription Rights will expire and have no value.
Oversubscription will be allowed, but allocation of Offer Shares beyond the number of awarded
Subscription Rights is subject to the allocation principles set out in section 20.9 "Allocation of
Offer Shares".
20.6

Timetable

The timetable set out below provides certain indicative key dates for the Repair Offering
(subject to shortening or extensions based on the Board's sole discretion):
Last day of trading in the Shares including
Subscription Rights

7 November 2018

First day of trading in the Shares excluding

8 November 2018

Subscription Rights
Record Date

9 November 2018

Subscription Period begins

19 December 2018

Subscription Period ends

4 January 2019 at 12:00 CET

Allocation of the Offer Shares

Expected on or about 7 January 2019

Distribution of allocation letters

Expected on or about 7 January 2019

Payment Date

9 January 2019

Delivery of the Offer Shares

Expected on or about 14 January 2019

Listing and start of trading in the Offer
Shares on Oslo Børs

Expected on or about 14 January 2019

The above dates are only indicative and may change.
20.7

Subscription procedures

Subscriptions for Offer Shares must be made by submitting a correctly completed Subscription
Form to one of the Managers during the Subscription Period or, for Norwegian citizens, by way
of online subscription as further described below.
Eligible Shareholders will receive Subscription Forms that include information about the
number of Subscription Rights granted to them and certain other matters relating to the
shareholding. Eligible Employees will also receive Subscription Forms that includes information
on how to subscribe for Offer Shares.
Correctly completed Subscription Forms must be received by one of the Managers no later
than 12:00 CET on 4 January 2019 at the following addresses:
Arctic Securities

DNB Markets, Registrars Department

Haakon VII's gate 5

Dronning Eufemias gate 30

P.O. Box 1833 Vika

P.O. Box 1600 Sentrum

0123 Oslo

N-0021 Oslo
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Norway

Norway

Phone: + 47 21 01 30 40

Phone: + 47 23 26 80 20

Email: subscription@arctic.com

Email: retail@dnb.no

www.arctic.com/secno/en/offerings

www.dnb.no/emisjoner

Subscribers who are residents of Norway and have a Norwegian personal identification number
(Nw. personnummer) may also subscribe for Offer Shares through the VPS online subscription
system (or by following the links on www.arctic.com/secno/en/offerings and
www.dnb.no/emisjoner which will redirect the subscriber to the VPS online subscription
system). Any online subscription must be made before 12:00 CET.
The Company may disregard any subscriptions which are incomplete, incorrectly completed,
received after the end of the Subscription Period or which, in the Company's opinion may be
unlawful without further notice to the subscriber. The Company may at its sole discretion
waive any defect or delay in a subscription.
Neither the Company nor the Managers may be held responsible for postal delays, internet
lines or servers or other logistical or technical problems that may result in subscriptions not
being received in time or at all.
Subscriptions are binding and irrevocable, and cannot be withdrawn or modified by the
subscriber after having been received by a Manager or registered in the VPS online
subscription system. The subscriber is responsible for the correctness of the information it
provides in connection with the subscription.
There is no minimum subscription amount subscriptions in the Repair Offering.
Oversubscription (i.e., subscription for more Offer Shares than the number of Subscription
Rights held by the subscriber entitles the subscriber to be allocated) and subscription without
Subscription Rights in the Shareholder Tranche will be permitted. Only Eligible Employees are
allowed to subscribe for Offer Shares in the Employee Tranche.
Multiple subscriptions are allowed. Please note, however, that two separate Subscription
Forms submitted by the same subscriber with the same number of Offer Shares will only be
counted once unless otherwise explicitly stated in one of the Subscription Forms. In the case
of multiple subscriptions through the VPS online subscription system or subscriptions made
both on a Subscription Form and through the VPS online subscription system, all subscriptions
will be counted.
The Board reserves the right to withdraw the Repair Offering after the extraordinary general
meeting if, due to the development of the price of the Company's shares, it is not in the
interest of the Eligible Shareholders or the Eligible Employees to conduct the Repair Offering.
20.8

Financial Intermediaries

All persons or entities holding Shares or Subscription Rights through financial intermediaries
(i.e., brokers, custodians and nominees) should read this Section 20.8. All questions
concerning the timeliness, validity and form of instructions to a financial intermediary in
relation to the exercise, sale or purchase of Subscription Rights should be determined by the
financial intermediary in accordance with its usual customer relations procedure or as it
otherwise notifies each beneficial shareholder.
The Company is not liable for any action or failure to act by a financial intermediary through
which Shares are held.
20.8.1 Subscription Rights
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If an Eligible Shareholder holds Shares registered through a financial intermediary on the
Record Date, the financial intermediary will customarily give the Eligible Shareholder details
of the aggregate number of Subscription Rights to which it will be entitled. The relevant
financial intermediary will customarily supply each Eligible Shareholder with this information
in accordance with its usual customer relations procedures. Eligible Shareholders holding
Shares through a financial intermediary should contact the financial intermediary if they have
received no information with respect to the Repair Offering.
Shareholders who hold their Shares through a financial intermediary but are not Eligible
Shareholders will not be entitled to exercise their Subscription Rights.
20.8.2 Subscription Period
The time by which notification of exercise instructions for subscription of Offer Shares must
validly be given to a financial intermediary may be earlier than the expiry of the Subscription
Period. Such deadlines will depend on the financial intermediary. Eligible Shareholders who
hold their Shares through a financial intermediary should contact their financial intermediary
if they are in any doubt with respect to deadlines.
20.8.3 Subscription
Any Eligible Shareholder who holds its Subscription Rights through a financial intermediary
and wishes to exercise its Subscription Rights, should instruct its financial intermediary in
accordance with the instructions received from such financial intermediary. The financial
intermediary will be responsible for collecting exercise instructions from the Eligible
Shareholders and for informing the Managers of their exercise instructions.
Please refer to Section 21 "Selling and transfer restrictions" for a description of certain
restrictions and prohibitions applicable to the exercise of Subscription Rights in certain
jurisdictions outside Norway.
20.8.4 Method of payment
Any Eligible Shareholder who holds its Subscription Rights through a financial intermediary
should pay the Subscription Price for the Offer Shares that are allocated to it in accordance
with the instructions received from the financial intermediary. The financial intermediary must
pay the Subscription Price in accordance with the instructions in the Prospectus. Payment by
the financial intermediary for the Offer Shares must be made to the Managers no later than
the Payment Date. Accordingly, financial intermediaries may require payment to be provided
to them prior to the Payment Date.
20.9

Allocation of Offer Shares

Allocation of the Offer Shares will take place after the expiry of the Subscription Period on or
about 7 January 2019. The allocation of the Offer Shares in the Shareholder Tranche will be
made according to the following criteria:
i.

Allocation will be made to subscribers in accordance with the Subscription Rights used
to subscribe new Offer Shares in the Subscription Period. Each Subscription Right will
give the right to subscribe for and be allocated one (1) new share.

ii.

If not all Subscription Rights are used in the Subscription Period, subscribers having
used their Subscription Rights and who have over-subscribed will be allocated
remaining Offer Shares available in the Shareholder Tranche on a pro rata basis based
on the number of subscription rights exercised. In the event that pro rata allocation is
not possible due to the number of remaining Offer Shares, the Company will determine
the allocation by lot drawing.

iii.

If there are available Offer Shares in the Shareholder Tranche after allocation pursuant
to (i) and (ii) above, subscribers who do not hold Subscription Rights will be allocated
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Offer Shares on a pro rata basis based on the number of Offer Shares subscribed for.
In the event that pro rata allocation is not possible due to the number of remaining
Offer Shares, the Company will determine the allocation by lot drawing.
The allocation of the Offer Shares in the Employee Tranche will be made according to the
following criteria:
i.

Unless the Employee Tranche is over-subscribed, Eligible Employees will be allocated
Offer Shares in accordance with the subscriptions made and the unsubscribed Offer
Shares will be made available for the Shareholder Tranche.

ii.

If the Employee Tranche is over-subscribed, allocation of Offer Shares will be made at
the Board's sole discretion. Allocation will be based on criteria such as (but not limited
to) position with the Company, number of years employed by the Company, current
shareholding in the Company and relative subscription amount.

The Company will not allocate fractional Offer Shares.
Allocation of fewer Offer Shares than subscribed for by a subscriber will not impact on the
subscriber's obligation to pay for the number of Offer Shares allocated.
The results of the Repair Offering are expected to be published on or about 7 January 2019
through Oslo Børs' information system. Notifications of allocations of Offer Shares and the
corresponding subscription amount to be paid by each subscriber are expected to be
distributed in a letter by the Managers on or about 7 January 2019. Subscribers who have
access to investor services through their VPS account manager will be able to check the
number of Offer Shares allocated to them from 10:00 CET on 7 January 2019. Subscribers
who do not have access to investor services through their VPS account manager may contact
the Managers from 10:00 CET on 7 January 2019 to obtain information about the number of
Offer Shares allocated to them.
20.10

Payment for the Offer Shares

Payment for Offer Shares must be made on 9 January 2019 (the "Payment Date"). Payment
must be made in accordance with the requirements set out in Sections Error! Reference
source not found. or Error! Reference source not found. below.
20.10.1

Subscribers who have a Norwegian bank account

Each subscriber who has a Norwegian bank account must, and will by subscribing for Offer
Shares be deemed to, provide the Managers with a one-time irrevocable authorisation to debit
a specified bank account with a Norwegian bank for the amount payable for the Offer Shares
allocated to such subscriber.
The specified bank account is expected to be debited on or after the Payment Date. The
Managers are only authorised to debit such account once, but reserves the right to make up
to three debit attempts during a period of up to seven working days after the Payment Date.
By subscribing for Offer Shares, the subscriber authorises the Managers to obtain confirmation
from the subscriber's bank that the subscriber has the right to dispose over the specified
account and that there are sufficient funds on the account to cover the payment.
If there are insufficient funds in a subscriber's bank account or if it for other reasons is
impossible to debit such bank account when a debit attempt is made pursuant to the
authorisation from the subscriber, the subscriber's obligation to pay for the Offer Shares will
be deemed overdue.
Payment by direct debiting is a service provided by cooperating banks in Norway. In the
relationship between the payer and the payer’s bank the following standard terms and
conditions apply:
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1.

The service "Payment by direct debiting — securities trading" is supplemented by the
account agreement between the payer and the payer’s bank, in particular Section C of
the account agreement, General terms and conditions for deposit and payment
instructions.

2.

Costs related to the use of "payment by direct debiting — securities trading" appear
from the bank’s prevailing price list, account information and/or information is given by
other appropriate manner. The bank will charge the indicated account for incurred costs.

3.

The authorisation for direct debiting is signed by the payer and delivered to the
beneficiary. The beneficiary will deliver the instructions to its bank who in turn will
charge the payers bank account.

4.

In case of withdrawal of the authorisation for direct debiting the payer shall address this
issue with the beneficiary. Pursuant to the Norwegian Financial Contracts Act the payer’s
bank shall assist if payer withdraws a payment instruction which has not been
completed. Such withdrawal may be regarded as a breach of the agreement between
the payer and the beneficiary.

5.

The payer cannot authorise for payment a higher amount than the funds available at
the payer’s account at the time of payment. The payer’s bank will normally perform a
verification of available funds prior to the account is being charged. If the account has
been charged with an amount higher than the funds available, the difference shall be
covered by the payer immediately.

6.

The payer’s account will be charged on the indicated date of payment. If the date of
payment has not been indicated in the authorisation for direct debiting, the account will
be charged as soon as possible after the beneficiary has delivered the instructions to its
bank. The charge will not, however, take place after the authorisation has expired as
indicated above. Payment will normally be credited the beneficiary’s account between
one and three working days after the indicated date of payment/delivery.

7.

If the payer’s account is wrongfully charged after direct debiting, the payer’s right to
repayment of the charged amount will be governed by the account agreement and the
Norwegian Financial Contracts Act.

20.10.2

Subscribers who do not have a Norwegian bank account

Subscribers who do not have a Norwegian bank account must ensure that payment with
cleared funds for the Offer Shares allocated to them is made on or before the Payment Date.
Prior to any such payment being made, the subscriber must contact the Managers for further
details and instructions.
20.10.3

Late Payments

If Offer Shares are, for any reason, not paid when due, interest will be charged on the
outstanding amount at the applicable rate under the Norwegian Act on Interest on Overdue
Payment on 17 December 1976 No. 100, currently 8.5% per annum.
If a subscriber does not make full payment for the Offer Shares in accordance with the
instructions in this Prospectus and the allocation notice, the Offer Shares will not be delivered
to the subscriber.
The Company and the Managers reserve the right to, at the cost and risk of the subscriber,
cancel the allocation and to reallocate, sell, assume ownership of or otherwise dispose of all
or parts of the allocated Offer Shares on such terms and in such manner as the Company and
the Managers may decide in accordance with applicable Norwegian law, without further notice
to the subscriber in question in accordance with section 10-12, fourth paragraph of the
Norwegian Public Limited Liability Companies Act if payment has not been received within the
third day after the Payment Date.
The Company and the Managers reserve the right to have the Managers pre-fund payment on
behalf of subscribers who have not made payment for the Offer Shares within the Payment
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Date. Irrespective of such pre-funding (if any), if the subscriber fails to comply with the terms
of payment, the non-paying subscribers will remain fully liable for payment for the Offer
Shares together with any interest, costs, charges and expenses accrued irrespective of such
payment by the Managers. If the Offer Shares are sold on behalf of the subscriber, the
subscriber will be liable for any loss, costs, charges and expenses suffered or incurred by the
Company and/or the Managers as a result of or in connection with such sales (but will not be
entitled to any profits from such sale). The Company and/or the Managers may enforce
payment of any amounts outstanding in accordance with applicable law.
Any excess amount paid by a subscriber will be returned as soon as practicable following the
Payment Date.
20.11

Conditions for completion of the Repair Offering

There are no conditions for completion of the Repair Offering.
20.12

Delivery of the Offer Shares

The share capital increase through which the Offer Shares will be issued will be registered
with the Register of Business Enterprises as soon as practicable after payment of the total
subscription amount for all the Offer Shares has been received by the Company and the
conditions for completion of the Repair Offering have been fulfilled.
The Company expects that the share capital increase will be registered in the Register of
Business Enterprises on or about 11 January 2019 and that the Offer Shares will be delivered
to the subscribers' VPS accounts on or about 14 January 2019. The final deadline for
registration of the share capital increase Shares is, pursuant to the Norwegian Public Limited
Liability Companies Act, three months from the expiry of the Subscription Period (i.e., 4 April
2019).
In order to avoid delays in the registration of the share capital increase, the Company may
(but as no obligation to) arrange for the Managers or other third parties make a pre-payment
for the Offer Shares.
Delivery of Offer Shares to a subscriber will only take place if such subscriber has made full
payment for the Offer Shares in accordance with the payment instructions set out in Section
20.10.
Trading in the Offer Shares must not take place until delivery of the Offer Shares.
20.13

Listing of the Offer Shares

The Shares are listed on Oslo Børs under ticker code "MSEIS". The Offer Shares will be listed
on Oslo Børs as soon as the Offer Shares have been issued. This is expected to take place on
or about 14 January 2019 2019.
20.14

The Offer Shares

The final number of Offer Shares to be issued in the Repair Offering will depend on the number
of subscriptions received in the Repair Offering. The maximum number of Offer Shares to be
issued in the Repair Offering is 8,624,385 Offer Shares, each with a nominal value of NOK
0.05. Assuming full subscription and completion of the Transaction, the Company's registered
share capital will be NOK 9,680,337.35, divided on 193,606,747 Shares, each with a nominal
value of NOK 0.05. The Offer Shares will, when issued, be ordinary Shares of the Company
and rank equal in all respects to all other Shares of the Company, including with respect to
the right to any dividends. The Offer Shares will be created under the Norwegian Public Limited
Liability Companies Act. The Offer Shares will be registered in book-entry form with the VPS
under ISIN NO0010 663669. For a description of the Shares, see Section 17 (Corporate
Information and Description of the Share capital).
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20.15

Dilution

Taken together with the dilution resulting from the Private Placement and the Consideration
Shares, the Repair Offering will result in a dilution of the shareholders of the Company prior
to the Private Placement, to the extent such shareholders elect not to participate in the Repair
Offering, of approximately 59.7% (assuming the Repair Offering is fully subscribed). The
aggregate dilution for shareholders not participating in the Private Placement or the
Consideration Shares, but participating in the Repair Offering to the extent of their
Subscription Rights is 55.8% (assuming the Repair Offering is fully subscribed).
20.16

VPS account

To participate in the Repair Offering, each subscriber must have a VPS account. The VPS
account number must be stated when registering a subscription through the VPS online
application system or on the Subscription Form for the Repair Offering. VPS accounts can be
established with authorised VPS registrars, which can be Norwegian banks, authorised
investment firms in Norway and Norwegian branches of credit institutions established within
the EEA. However, non-Norwegian investors may use nominee VPS accounts registered in the
name of a nominee. The nominee must be authorised by the Norwegian Ministry of Finance.
Establishment of VPS accounts requires verification of identification by the relevant VPS
registrar in accordance with Norwegian anti-money laundering legislation.
20.17

Mandatory anti-money laundering procedures

The Repair Offering is subject to applicable anti-money laundering legislation, including the
Norwegian Money Laundering Act of 6 March 2009 no. 11 and the Norwegian Money
Laundering Regulations of 13 March 2009 no. 302 (collectively, the "Anti-Money Laundering
Legislation").
Subscribers who are not registered as existing customers of any of the Managers must verify
their identity to the Manager with whom the order is placed in accordance with the
requirements of the Anti-Money Laundering Legislation, unless an exemption is available.
Subscribers who have designated an existing Norwegian bank account and an existing VPS
account on the Subscription Form, or when registering a subscription through the VPS online
application system, are exempted, unless verification of identity is requested by any of the
Managers. Subscribers who have not completed the required verification of identity prior to
the expiry of the Subscription Period may not be allocated Offer Shares.
20.18

Product governance

Solely for the purposes of the product governance requirements contained within: (a) EU
Directive 2014/65/EU on markets in financial instruments, as amended (MiFID II); (b) Articles
9 and 10 of Commission Delegated Directive (EU) 2017/593 supplementing MiFID II; and (c)
local implementing measures (together, the MiFID II Product Governance Requirements), and
disclaiming all and any liability, which any “manufacturer” (for the purposes of the MiFID II
Product Governance Requirements) may otherwise have with respect thereto, the Offer
Shares have been subject to a product approval process, which has determined that they each
are: (i) compatible with an end target market of retail investors and investors who meet the
criteria of professional clients and eligible counterparties, each as defined in MiFID II; and (ii)
eligible for distribution through all distribution channels as are permitted by MiFID II (the
"Target Market Assessment").
Notwithstanding the Target Market Assessment, Distributors should note (A) that the price of
the Shares may decline and investors could lose all or part of their investment, (B) that the
Offer Shares offer no guaranteed income and no capital protection, and (C) that an investment
in the Offer Shares is compatible only with investors who do not need a guaranteed income
or capital protection, who (either alone or in conjunction with an appropriate financial or other
adviser) are capable of evaluating the merits and risks of such an investment and who have
sufficient resources to be able to bear any losses that may result therefrom. Each distributor
is responsible for undertaking its own Target Market Assessment in respect of the Offer Shares
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and determining appropriate distribution channels.
The Target Market Assessment is without prejudice to the requirements of any contractual,
legal or regulatory selling restrictions in relation to the Repair Offering. Furthermore, it is
noted that, notwithstanding the Target Market Assessment, the Managers will only procure
investors who meet the criteria of professional clients and eligible counterparties. For the
avoidance of doubt, the Target Market Assessment does not constitute: (a) an assessment of
suitability or appropriateness for the purposes of MiFID II; or (b) a recommendation to any
investor or group of investors to invest in, or purchase, or take any other action whatsoever
with respect to the Offer Shares.
20.19

National Client Identifier and Legal Entity Identifier

In order to participate in the Repair Offering, applicants will need a global identification code.
Physical persons will need a so-called National Client Identifier ("NCI") and legal entities will
need a so called Legal Entity Identifier ("LEI").
20.19.1

NCI code for physical persons

Physical persons need a NCI code to participate in a financial market transaction. For physical
persons with only a Norwegian citizenship, the NCI code is the 11 digit personal ID (Nw.:
Fødselsnummer). If the person in question has multiple citizenships or another citizenship
than Norwegian, another relevant NCI code can be used. Investors are encouraged to contact
their bank for further information.
20.19.2

LEI code for legal entities

Legal entities need a LEI code to participate in a financial market transaction. A LEI code must
be obtained from an authorised LEI issuer, which can take some time. Investors should obtain
a LEI code in time for the application. For more information visit www.gleif.org.
20.20

Advisers

The Managers of the Repair Offering are Arctic Securities AS and DNB Markets, a part of DNB
Bank ASA.
Advokatfirmaet Wiersholm AS has acted as the Company's Norwegian legal adviser in
connection with the Repair Offering.
20.21

Expenses related to the Repair Offering and net proceeds

The Company will carry the fees and expenses related to the Repair Offering. The Company
will carry the fees and expenses related to the Repair Offering. These are part of a larger
process, which also includes, amongst others, the Transaction, the Private Placement, the
issuance of the Consideration Shares, and the issuance of Consideration Warrants. The
Company's costs associated with the full process are estimated to approximately NOK 55-60
million excl. VAT. The Company's estimated costs in connection with the Repair Offering are
NOK 5 million, indicating net proceeds of NOK 141.2 million.
20.22

Lock-up

No lock-up agreements have been entered into in connection with the Repair Offering.
20.23

Interests of natural and legal persons involved in the Repair Offering

The Managers or their affiliates have provided from time to time, and may provide in the
future, investment and commercial banking services to the Company and its affiliates in the
ordinary course of business, for which they may have received and may continue to receive
customary fees and commissions. The Managers do not intend to disclose the extent of any
such investments or transactions otherwise than in accordance with any legal or regulatory
obligation to do so. The Managers will receive 3.0% of the gross proceeds in connection with
the Repair Offering and, as such, have an interest in the Repair Offering.
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Except as set out above, the Company is not aware of any interest, including conflicting ones,
of any natural or legal persons involved in the Repair Offering.
20.24

Participation of major existing Shareholders and members of the Company's
Senior Management, supervisory and administrative bodies in the Repair
Offering

Members of the Company's Senior Management, including primary insiders in the Company,
are invited to subscribe for Offer Shares in the Employee Tranche. Allocation of Offer Shares
to primary insiders will be announced in a stock exchange notice, expected on or about 7
January 2019.
20.25

Publication of Information related to the Repair Offering

In addition to press releases at the Company's website, the Company will use Oslo Børs'
information system to publish information in respect of the Repair Offering.
General information on the result of the Repair Offering is expected to be published on or
about 7 January 2019 in the form of a release through Oslo Børs' information system and the
Company's website, www.magseis.com. All subscribers being allocated Offer Shares will
receive a letter from the VPS confirming the number of Offer Shares transferred to the
subscribers' VPS account.
20.26

Governing Law and Jurisdiction

The Repair Offering is governed by Norwegian law. Any dispute arising out of, or in connection
with, this Prospectus or the Repair Offering shall be subject to the exclusive jurisdiction of the
courts of Norway, with Oslo as legal venue.
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21.

SELLING AND TRANSFER RESTRICTIONS

21.1

Overview

As a consequence of the following restrictions, prospective investors are advised to consult
legal counsel prior to making any offer, resale, pledge or other transfer of the Shares offered
hereby.
Other than in Norway, the Company is not taking any action to permit a public offering of the
Shares in any jurisdiction. Receipt of this Prospectus will not constitute an offer in those
jurisdictions in which it would be illegal to make an offer and, in those circumstances, this
Prospectus is for information only and should not be copied or redistributed. Except as
otherwise disclosed in this Prospectus, if an investor receives a copy of this Prospectus in any
jurisdiction other than Norway, the investor may not treat this Prospectus as constituting an
invitation or offer to it, nor should the investor in any event deal in the Shares, unless, in the
relevant jurisdiction, such an invitation or offer could lawfully be made to that investor, or the
Shares could lawfully be dealt in without contravention of any unfulfilled registration or other
legal requirements. Accordingly, if an investor receives a copy of this Prospectus, the investor
should not distribute or send the same, or transfer Shares, to any person or in or into any
jurisdiction where to do so would or might contravene local securities laws or regulations.
21.2

Selling restrictions

21.2.1 United States
The Offer Shares have not been and will not be registered under the U.S. Securities Act, and
may not be offered or sold except: (i) within the United States to QIBs in reliance on Rule
144A; or (ii) to certain persons in offshore transactions in compliance with Regulation S under
the U.S. Securities Act, and in accordance with any applicable securities laws of any state or
territory of the United States or any other jurisdiction. Accordingly, the Managers has
represented and agreed that it has not offered or sold, and will not offer or sell, any of the
Offer Shares as part of its allocation at any time other than to QIBs in the United States in
accordance with Rule 144A or outside of the United States in compliance with Rule 903 of
Regulation S. Transfer of the Offer Shares will be restricted and each purchaser of the Offer
Shares in the United States will be required to make certain acknowledgements,
representations and agreements, as described under Section 21.3.1 "—Transfer restrictions—
United States".
Any offer or sale in the United States will be made by affiliates of the Managers who are
brokerdealers registered under the U.S. Exchange Act. In addition, until 40 days after the
commencement of the Repair Offering, an offer or sale of Offer Shares within the United States
by a dealer, whether or not participating in the Repair Offering, may violate the registration
requirements of the U.S. Securities Act if such offer or sale is made otherwise than in
accordance with Rule 144A of the U.S. Securities Act and in connection with any applicable
state securities laws.
21.2.2 United Kingdom
This Prospectus and any other material in relation to the Repair Offering described herein is
only being distributed to, and is only directed at persons in the United Kingdom who are
qualified investors within the meaning of Article 2(1)I of the Prospectus Directive ("qualified
investors") that are also (i) investment professionals falling within Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the "Order"); (ii) high net
worth entities or other persons falling within Article 49(2)(a) to (d) of the Order; or (iii)
persons to whom distributions may otherwise lawfully be made (all such persons together
being referred to as "Relevant Persons"). The Offer Shares are only available to, and any
investment or investment activity to which this Prospectus relates is available only to, and will
be engaged in only with, Relevant Persons). This Prospectus and its contents are confidential
and should not be distributed, published or reproduced (in whole or in part) or disclosed by
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recipients to any other person in the United Kingdom. Persons who are not Relevant Persons
should not take any action on the basis of this Prospectus and should not rely on it.
21.2.3 European Economic Area
In relation to each Relevant Member State, an offer to the public of any Offer Shares which
are the subject of the offering contemplated by this Prospectus may not be made in that
Relevant Member State, other than the offering in Norway as described in this Prospectus,
once the Prospectus has been approved by the competent authority in Norway and published
in accordance with the Prospectus Directive (as implemented in Norway), except that an offer
to the public in that Relevant Member State of any Offer Shares may be made at any time
under the following exemptions under the Prospectus Directive, if they have been
implemented in that Relevant Member State:
(A)

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

(B)

to fewer than 150 natural or legal persons (other than qualified investors as defined
in the Prospectus Directive), as permitted under the Prospectus Directive, subject to
obtaining the prior consent of the Manager for any such offer, or in any other
circumstances falling within Article 3(2) of the Prospectus Directive; provided that no
such offer of Offer Shares shall require the Company or any Manager to publish a
prospectus pursuant to Article 3 of the Prospectus Directive or supplement a
prospectus pursuant to Article 16 of the Prospectus Directive.

For the purposes of this provision, the expression an "offer to the public" in relation to any
Offer Shares in any Relevant Member State means the communication in any form and by any
means of sufficient information on the terms of the offer and any Securities to be offered so
as to enable an investor to decide to purchase any Offer Shares, as the same may be varied
in that Member State by any measure implementing the Prospectus Directive in that Member
State the expression "Prospectus Directive" means Directive 2003/71/EC (and amendments
thereto, including the 2010 PD Amending Directive, to the extent implemented in the Relevant
Member State), and includes any relevant implementing measure in each Relevant Member
State.
This EEA selling restriction is in addition to any other selling restrictions set out in this
Prospectus.
21.2.4 Additional jurisdictions
21.2.4.1

Canada

This Prospectus is not, and under no circumstance is to be construed as, a prospectus, an
advertisement or a public offering of the Offer Shares in Canada or any province or territory
thereof. Any offer or sale of the Offer Shares in Canada will be made only pursuant to an
exemption from the requirements to file a prospectus with the relevant Canadian securities
regulators and only by a dealer properly registered under applicable provincial securities laws
or, alternatively, pursuant to an exemption from the dealer registration requirement in the
relevant province or territory of Canada in which such offer or sale is made.
21.2.4.2

Hong Kong

The Offer Shares may not be offered or sold in Hong Kong by means of any document other
than (i) in circumstances which do not constitute an offer to the public within the meaning of
the Companies Ordinance (Cap. 32) of Hong Kong, or (ii) to "professional investors" within
the meaning of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules
made there under, or (iii) in other circumstances which do not result in the document being
a "prospectus" within the meaning of the Companies Ordinance (Cap. 32) of Hong Kong, and
no advertisement, invitation or document relating to the Offer Shares may be issued or may
be in the possession of any person for the purposes of issue (in each case whether in Hong
Kong or elsewhere), which is directed at, or the contents of which are likely to be accessed or
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read by, the public of Hong Kong (except if permitted to do so under the securities laws of
Hong Kong) other than with respect to Offer Shares which are or are intended to be disposed
of only to persons outside Hong Kong or only to "professional investors" within the meaning
of the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made there
under.
21.2.4.3

Singapore

This Prospectus has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this Prospectus and any other document or material in connection
with the offer or sale, or invitation for subscription or purchase, of the Offer Shares may not
be circulated or distributed, nor may they be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore
other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore (the "SFA"), (ii) to a relevant person, or any person pursuant to
Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA
or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA.
21.2.4.4

Other jurisdictions

The Offer Shares may not be offered, sold, resold, transferred or delivered, directly or
indirectly, in or into, Japan, Australia or any other jurisdiction in which it would not be
permissible to offer the Offer Shares.
In jurisdictions outside the United States and the EEA where the Repair Offering would be
permissible, the Offer Shares will only be offered pursuant to applicable exceptions from
prospectus requirements in such jurisdictions.
21.3

Transfer restrictions

21.3.1 United States
The Offer Shares have not been and will not be registered under the U.S. Securities Act and
may not be offered or sold within the United States except pursuant to an exemption from,
or in a transaction not subject to, the registration requirements of the U.S. Securities Act and
applicable state securities laws. Terms defined in Rule 144A or Regulation S shall have the
same meaning when used in this section.
Each purchaser of the Offer Shares outside the United States pursuant to Regulation S will be
deemed to have acknowledged, represented and agreed that it has received a copy of this
Prospectus and such other information as it deems necessary to make an informed decision
and that:
•

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

•

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

•

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

•

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

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

•

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

•

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

•

The purchaser acknowledges that the Company, the Managers and their respective
advisers will rely upon the truth and accuracy of the foregoing acknowledgements,
representations and agreements.

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

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

•

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

•

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

•

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

•

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

•

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

•

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

The purchaser acknowledges that the Company, the Managers and their respective
advisers will rely upon the truth and accuracy of the foregoing acknowledgements,
representations and agreements.

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

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

•

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

•

For the purposes of this representation, the expression an "offer" in relation to any Offer
Shares in any Relevant Member State means the communication in any form and by any
means of sufficient information on the terms of the offer and any Offer Shares to be
offered so as to enable an investor to decide to purchase or subscribe for the Offer
Shares, as the same may be varied in that Relevant Member State by any measure
implementing the Prospectus Directive in that Relevant Member State and the
expression "Prospectus Directive" means Directive 2003/71/EC (and amendments
thereto, including the 2010 PD Amending Directive, to the extent implemented in the
Relevant Member State), and includes any relevant implementing measure in each
Relevant Member State and the expression "2010 PD Amending Directive" means
Directive 2010/73/EU.
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22.

ADDITIONAL INFORMATION

22.1

Incorporation by reference

The following table sets forth an overview of documents incorporated by reference in this
Prospectus. No information other that the information referred to in the table below is
incorporated by reference. Where parts of a document are referenced, and not the document
as a whole, the remainder of such document is either deemed irrelevant to an investor in the
context of the requirements if this Prospectus, or the corresponding information is covered
elsewhere in this Prospectus.
Section in
the
Prospectus

Disclosure
Requirement of
the Prospectus

Reference document and link

13

Financial
Information

2016 Annual report:
https://www.magseis.com/new/wpcontent/uploads/2017/10/MagseisASA-Annual-Report2016.pdf
2017 Annual report:
https://www.magseis.com/new/wpcontent/uploads/2018/04/MagseisASA-Annual-Report2017.pdf
Q3 2018 financial report:
https://www.magseis.com/new/wpcontent/uploads/2018/10/MagseisASA-Q3-2018Report.pdf

17.6

22.2

Articles
association

of

https://www.magseis.com/investor-relations/corporategovernance/articles-of-association/

Documents on display

Copies of the following documents will be available for inspection at the Company's offices at
Strandveien 50, 1366 Lysaker, Norway for a period of twelve months from the date of this
Prospectus.
•
•
•
•
•
•

The Company's Articles of Association and Certificate of Incorporation.
The Financial Statements (being the Group’s audited consolidated financial statements
as of, and for the years ended, 31 December 2017 and 2016).
The historical financial information for each subsidiary of the Company for the years
2016 and 2017.
The Interim Financial Statements (being the Group’s unaudited consolidated interim
financial statements as of, and for the three months ended, 30 September 2018 and
2017).
Independent report on pro forma financial information
The Prospectus.
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23.

DEFINITIONS AND GLOSSARY

The following definitions and glossary apply in this Prospectus unless otherwise dictated by
the context, including the foregoing pages of this Prospectus.

2D

Two-dimensional exploration

3D

Three-dimensional image of the surface by speculating on
the characteristics of the Earth between the different 2D
slices

Accredited Investor

Accredited Investor as defined under rule 501(A) of the
Securities Act

APAC

Asia-Pacific

APMs

Alternative Performance Measures

Arctic Securities

Arctic Securities AS

Articles or
Association

Articles

of

The articles of association of Magseis ASA, as amended
and restated from time to time

Azimuth

Azimuth in the context of seabed seismic acquisition is the
direction between the source and receiver locations

Board or Board of Directors

The board of directors of the Company, as constituted
from time to time

CEO

Chief Executive Officer

CNPC

China National Petroleum Corporation

Code

Norwegian Code of Practice for Corporate Governance as
of 17 October 2018

Company or Magseis

Magseis ASA, a Norwegian public limited company

Combined Business

The Company and Fairfield Seismic Technologies Business
combined

Consideration Shares

The 33.5 million shares, each with a nominal value of NOK
0.05, issued to Fairfield as part consideration for the
Transaction

Consideration Warrants

The 18.25 million warrants issued to Fairfield as part
consideration for the Transaction. The warrants can be
exercised after 5 years

DNB Markets

DNB Markets, a part of DNB Bank ASA

DP

Dynamic Positioning

EEA

European Economic Area

EGM

Extraordinary general meeting of the Company
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Eligible Shareholders

Holders of Shares as of the Record Date, who were not
allocated shares in the Private Placement

EMEA

Europe, the Middle East and Africa

EU

European Union

EUR

EURO, the currency introduced at the start of the third
stage of the Economic and Monetary Union to the Treaty
establishing the European Economic Community, as
amended by the Treaty on the European Union

E&P

Exploration & Production

Fairfield

Fairfield Geotechnologies, a US company being the seller
in the Transaction

Fairfield
Seismic
Technologies Business

NewCo and WGP Group combined

Financial Statements

The Group’s audited consolidated financial statements as
of, and for the years ended, 31 December 2017 and 2016

Foreign
Shareholders

Corporate

Shareholders who are limited liability companies not
resident in Norway for tax purposes

Foreign
Shareholders

Individual

Shareholders who are individuals not residents in Norway
for tax purposes

Forward-looking
Statements

Statements, including, without limitation, projections and
expectations regarding the Group’s future financial
position, business strategy, plans and objectives

GBP

The currency of the United Kingdom (British Pound)

Group

Magseis ASA together with Magseis Operations AS and
Magseis Technology Filial

HSL

High Speed Loader

Hydrophone

Hydrophones are sensors used in offshore seismic
acquisition that detect pressure waves from seismic
sources which are reflected from the earth’s sub surfaces.
The pressure waves are transformed to electrical signals
which are recorded and processed to provide a subsurface image

IAS 34

Interim Financial Reporting as adopted by the EU

IASB

International Accounting Standards Board

IFRS

International Financial Reporting Standards as adopted by
EU

Innovation Norway

Norwegian Government's instrument for innovation and
development of Norwegian enterprises and industry

Interim
Statements

The Group’s unaudited consolidated interim financial
statements as of, and for the three months ended, 30
September 2018 and 2017

Financial
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ISIN

Securities number in the Norwegian Registry of Securities
(VPS)

Managers

DNB Markets, Arctic Securities, and Pareto collectively

KPMG

KPMG AS

LEI

Legal Entity Identifier

Listing

The listing of the shares of Magseis ASA on Oslo Axess

L.O.A

Length over all

Magseis

Magseis ASA

Management or Executive
Management

The executive management
constituted from time to time

MASS

Marine Autonomous Seismic System

MAZ

Multi-Azimuth

MSEIS

The trading symbol of Magseis on Oslo Børs and Oslo
Axess

Multi-Azimuth

Method of improving seismic data acquisition quality by
acquiring the area in different directions to provide
illumination of the target zone from a number of different
perspectives

MYR

Malaysian Ringgit, the currency of Malaysia.

NCI

National Client Identifier

NCS

Norwegian Continental Shelf

New Shares

The Private Placement Shares and the Consideration
Shares combined

NOK

The Norwegian kroner, the lawful currency of the Kingdom
of Norway (Nw.: krone)

Norwegian
Shareholders

Corporate

of

the

Company,

as

Shareholders which are limited liability companies (and
certain similar entities) resident in Norway for tax
purposes

Norwegian Criminal Code

Norwegian Criminal Code of 2005

Norwegian
Shareholders

Individual

Shareholders who are individuals resident in Norway for
tax purposes

Norwegian
Trading Act

Securities

The Norwegian Securities Trading Act of 29 June 2007 no.
75

Norwegian FSA

The Financial Supervisory Authority of Norway

NewCo

The carved out seismic technologies business from
Fairfield comprising data acquisition, nodal and system
sale & rental activities (excluding the Brazilian operations)
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NPLC

Norwegian Public Limited Liability Companies Act

OBC

Ocean bottom cable

OBS

Ocean bottom seismic

OBN

Ocean bottom nodes

Offer Shares

The offering of up to 9,392,330 new Shares at a
subscription price of NOK 16.95, each with a nominal
value of NOK 0.05, and the offering of up to 1,232,055
new shares at the same subscription price to employees
of the Company, as part of the Repair Offering

OPEC

Organization of Petroleum Exporting Countries

Orthogonally geophones

Geophones are sensors used in surface seismic
acquisition, both onshore and on the seabed offshore, that
detects ground velocity produced by seismic waves and
transforms the motion into electrical signals which are
recorded and processed to provide a sub-surface image.
Orthogonally geophones means that the geophones are
oriented in 90° angles relative to each other like in a xyz
coordinate system

Oslo Axess

Regulated market, operated by Oslo Børs ASA

Oslo Børs

Oslo Stock Exchange, owned and operated by Oslo Børs
VPS Holding ASA (see www.oslobors.no)

Pareto

Pareto Securities AS

PMSS

Portable Modular Source System

PPA

Purchase Price Allocation

Private Placement

The private placement with gross proceeds of USD 150
million announced on 7 November 2018 and resolved by
the EGM on 12 December 2018

Private Placement Shares

The 73,923,304 new shares at a subscription price of NOK
16.95, each with a nominal value of NOK 0.05, issued in
connection with the Private Placement

Prospectus

This Prospectus dated 12 December 2018

Prospectus Directive

Commission Regulation (EC) No. 809/2004 implementing
Directive 2003/71/EC of the European Parliament and of
the Council of 4 November 2003 regarding information
contained in Prospectuses, as amended

PSV

Platform Supply Vessel

QIBs

Qualified Institutional buyers, as defined in Rule 144A
under the U.S. Securities Act

R&D

Research and development
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Record Date

9 November 2018

Registrar / VPS Registrar

DNB Bank ASA

Related Parties

Those that are considered as related parties of the
Company pursuant to IAS 24 “Related Party Disclosures”

Relevant Member State

Member states of the EEA

Repair Offering

The offering of up to 9,392,330 Offer Shares to Eligible
Shareholders, and the offering of up to 1,232,055 new
shares employees of the Company

Restricted Securities

Restricted Securities as defined under rule 144(a)(3) of
the Securities Act

RRR

Oil and gas reserve replacement ratio

SAR

Saudi riyal, the official currency of Saudi Arabia.

SEK

Swedish crown, the official currency of Sweden

SGD

Singaporean dollar, the official currency of Singapore

Shareholders

Person or legal entity registered in the VPS Register as
holder of a Share

Shares

A share of nominal value NOK 0.05 in the capital of the
Company

Subscription Period

19 December 2018 to 4 January 2019, being the period
where Eligible Shareholders may subscribe for Offer
Shares

Subscription Rights

Non-transferable subscription rights granted to Eligible
Shareholders to subscribe for Offer Shares

STV

Shell Technology Ventures

Transaction

The acquisition of Fairfield Seismic Technology Business

Unaudited
Pro
Forma
Financial Information

The unaudited pro forma condensed consolidated financial
information for Paul for the year ended 31 December 2017
and as of 30 September 2018

USD

The United States Dollar, the lawful currency of the United
States of America

US Business

See "NewCo"

US GAAP

United States Generally Approved Accounting Principles

U.S. Securities Act

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

Vessel

The one vessel currently used by the Company

VPS

The Norwegian Central Securities Depositary
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VPS account

An account held with the VPS Register to register
ownership of securities

VPS/VPS Register

Oslo Børs VPS Holding ASA, the Norwegian Central
Securities Depository

VSP

3D Vertical Seismic Surveys

WAZ

Wide-azimuth

Westcon

Westcon Group AS

WGP Group

The WGP Group, being part of the Transaction
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Deloitte.

Deloitte AS
Dronning Eufemias gate 14

Postboks 221 Sentrum
N0-010 3 Oslo
Norway

Tel: +47 23 27 90 00
Fax: +47 23 27 90 01
www.deloitte.no

To the Board of Directors of Magseis ASA

Independent Practitioners Assurance Report on the compilation of Pro Forma Financial
Information included in a Prospectus

We have completed our assurance engagement to report on the compilation of unaudited pro forma
financial information of Magseis ASA (the "Company") prepared by the Board of Directors and
Management of the Company. The unaudited condensed pro forma financial information consists of the
unaudited pro forma condensed income statements for the year ended 31 December 2017 and the 9
months to 30 September 2018, the unaudited pro forma condensed balance sheet as at 30 September
2018 and related notes as set out in section 15 of the Prospectus dated 17 December 2018 (the
"Prospectus") issued by the Company. The applicable criteria on the basis of which the Board of Directors
and Management of the Company has compiled the pro forma financial information are specified in
Commission Regulation (EC) No 809/2004 as incorporated in section 7-13 of the Securities Trading Act
(Norway) and as described in section 15 of the Prospectus (the "applicable criteria"). The financial
information of Newco and WGP Group (jointly the Fairfield Seismic Technologies Business) for the year
ended 31 December 2017 and the 9 months to 30 September 2018, and the financial information for the
Company for the 9 months to 30 September 2018 used in the compilation of the Pro Forma Financial
Information is unaudited and accordingly we do not accept any responsibility for that information.
The pro forma financial information has been compiled by the Board of Directors and Management of the
Company to illustrate the impact of the transactions set out in section 15 of the Prospectus on the
Company's financial position as at 30 September 2018, and on the Company's financial performance for
the 9 months to 30 September 2018 and the year ended 31 December 2017 as if the transactions had
taken place at 1 January 2018 and 1 January 2017 respectively. As part of this process, information about
the Company's financial position and financial performance has been extracted by the Board of Directors
and Management from the Company's audited financial statements for the period ended 31 December
2017 and unaudited financial statements for the period ended 30 September 2018. Information of Newco's
financial position and financial performance has been extracted by Fairfield management from the
underlying accounting records reported as part of the audited financial statements of Fairfield Industries
Incorporated for the period ended 31 December 2017 and from unaudited management accounts for the
period ended 30 September 2018. Information of WGP Group's financial position and financial performance
has been extracted by Fairfield management from unaudited management accounts obtained by Fairfield
management from the previous owner of WGP Group for the period ended 31 December 2017 and from
unaudited management accounts prepared by Fairfield for the period ended 30 September 2018.
The Board of Directors' and Management's Responsibility for the Pro Forma Information
The Company's Board of Directors and Management are responsible for compiling the pro forma financial
information on the basis of the applicable criteria.

Deloitte AS and Deloitte Advokatfirma AS are the Norwegian affil1ates of Deloitte NWE LLP, a member firm of Deloitte Touche
Tohmatsu Limited ("DTI L"), its network of member firms, and their related entities. DTT L and each of its member firms are
legally separate and independent entities. DTT L (also referred to as "Deloitte Global") does not provide services to clients.
Please see www.deloitte.no for a more detailed description of DTT L and its member firms.
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Our Independence and Quality Control
We have complied with the independence and other ethical requirement of the Code of Ethics for
Professional Accountants issued by the International Ethics Standards Board for Accountants, which is
founded on fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behavior.
The firm applies International Standard on Quality Control 1, Quality control of Firms that Perform Audits
and Reviews of Financial Statements, and Other Assurance and Related Services Engagements and
accordingly maintains a comprehensive system of quality control including documented policies and
procedures regarding compliance with ethical requirements, professional standards and applicable legal
and regulatory requirements.
Practitioner's Responsibilities
Our responsibility is to express an opinion as required by Annex II, item 7 of EU Commission Regulation
(EC) No 809/2004 about whether the pro forma financial information has been properly compiled by the
Board of Directors and Management of the Company on the basis of the applicable criteria.
We conducted our engagement in accordance with International Standard on Assurance Engagements
(ISAE) 3420, Assurance Engagements to Report on the Compilation of Pro Forma Financial Information
Included in a Prospectus, issued by the International Auditing and Assurance Standards Board. This
standard requires that the practitioner plans and performs procedures to obtain reasonable assurance
about whether the Board of Directors and Management of the Company have compiled the pro forma
financial information on the basis of the applicable criteria and whether this basis is consistent with the
accounting policies of the Company. Our work consisted primarily of comparing the unaudited financial
information used to combine the pro forma financial information to source documentation as described in
section 15 of the prospectus, assessing documentation supporting any pro forma and other adjustments
and discussing the pro forma information with Management of the Company.
We have not performed any audit of Fairfield Industries Incorporated, the Fairfield Seismic Technologies
Business financial information, the WGP Group, the 2018 financial information of the Company, the
adjustments to conform the accounting policies of Fairfield Seismic Technologies Business to the
accounting principles of the Company, or the assumptions summarised in section 15 of the prospectus. For
purposes of this engagement, we are not responsible for updating or reissuing any reports or opinions on
any historical financial information used in compiling the pro forma financial information, nor have we, in
the course of this engagement, performed an audit or review of the financial information used in compiling
the pro forma financial information.
The purpose of pro forma financial information included in a prospectus is solely to illustrate the impact of
the transactions on unadjusted financial information of the Company as if the events had occurred or the
transactions had been undertaken at an earlier date selected for purposes of the illustration. Because of its
nature, the pro forma financial information addresses a hypothetical situation and therefore does not
represent the Company's actual financial position or performance. Accordingly, we do not provide any
assurance that the actual outcome of the transactions if the transactions had taken place at 1 January
2018 or at 1 January 2017, would have been as presented.
A reasonable assurance engagement to report on whether the pro forma financial information has been
compiled on the basis stated involves performing procedures to assess whether the applicable criteria used
by the Board of Directors and Management of the Company in the compilation of the pro forma financial
information provide a reasonable basis for presenting the significant effects directly attributable to the
events or transactions, and to obtain sufficient appropriate evidence about whether:
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The related pro forma adjustments give appropriate effect to those criteria;
The pro forma financial information reflects the proper application of those adjustments to the
unadjusted financial information; and
The pro forma financial information has been complied, to the extent described in section 15
"Accounting Principles", on a basis consistent with the accounting policies of the Company.

The procedures selected depend on the practitioner's judgment, having regard to the practitioner's
understanding of the nature of the company, the events or transactions in respect of which the pro forma
financial information has been compiled, and other relevant engagement circumstances.
The engagement also involves evaluating the overall presentation of the pro forma financial information.
We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
Opinion
In our opinion:
a) the pro forma financial information has been compiled on the basis of the applicable criteria; and
b) the basis is consistent with the accounting policies of the Company to the extent described in section 15
"Accounting Principles".
This report has been prepared solely in connection with the listing of the Private Placement Shares and the
Consideration Shares on Oslo Stock Exchange, and for the Repair Offering as described in the Prospectus.
Our work has not been carried out in accordance with auditing, assurance or other standards and practices
generally accepted in the United States and accordingly should not be relied upon as if it had been carried
out in accordance with those standards and practices. Therefore, this report is not appropriate in other
jurisdictions and should not be used or relied upon for any purpose other than described above. We accept
no duty or responsibility to and deny any liability to any party in respect of the use of, or reliance upon,
this report in connection with any type of transaction, including the sale of securities other than the listing
of the shares on Oslo Stock Exchange as set out in the Prospectus approved by the Financial Supervisory
Authority of Norway.

Oslo, 17 December 2018
Deloitte AS

o~~

Jørn Borchgrevink
State Authorised Public Accountant (Norway)
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SUBCRIPTION
FORM
MAGSEIS ASA
REPAIR
OFFERING

For information regarding the repair offering (the "Repair Offering") directed towards (i) shareholders of Magseis ASA (the
"Company") in VPS as of 9 November 2018 who were not invited to participate, or applied for but were not allocated shares, in the
Private Placement (the "Eligible Shareholders") and (ii) existing employees of Magseis ASA ("Eligible Employees"), please see the
prospectus dated 17 December 2018 (the "Prospectus"). Terms defined in the Prospectus shall have the same meaning when used
herein. Subscription Forms filled out by the undersigned (the "Subscriber") may be mailed, e-mailed or delivered in the period from 19
December 2018 at 09:00, CET to 4 January 2019 at 12:00, CET, to one of the following addresses: Arctic Securities, PO Box 1833 Vika,
N-0123 Oslo, e-mail subscription@arctic.no or DNB Markets, Registrars Department, Dronning Eufemias gate 30, P.O. Box 1600
Sentrum, N-0021 Oslo, e-mail retail@dnb.no. Accurately completed Subscription Forms must be received by the Managers by 12:00,
CET, on 4 January 2019. It is not sufficient for the Subscription Form to be postmarked within the Subscription Period. Norwegian
Subscribers may also subscribe for Offer Shares through the VPS online subscription system (or on the following Internet pages:
www.arctic.com/secno/en/offerings or www.dnb.no/emisjoner which will redirect the subscriber to the VPS online subscription system)
within the Subscription Period. Subscriptions made through the VPS online subscription system must be duly registered before the
expiry of the Subscription Period. Neither the Company nor the Managers may be held responsible for delays in the mail system or for
non-receipt of Subscription Forms forwarded by facsimile to the Managers. The Company and the Managers reserve the right to
disregard improperly completed, delivered or executed Subscription Forms, or Subscription Forms that are received after the end of the
Subscription Period or any subscription which may be unlawful, without further notice to the Subscriber. A subscription is irrevocable
and may not be withdrawn, cancelled or modified by the Subscriber once it has been received by one of the Managers, or in the case of
subscriptions through the VPS online subscription system, upon registration of the subscription. The notice to and the minutes from the
extraordinary general meeting of the Company held on 12 December 2018, the Company's articles of association and its annual reports
for the last two years are available at the Company's web page www.magseis.com. The resolution made by the Board of Directors to
increase the share capital is included in the Prospectus.
Eligible Shareholders will receive 1 Subscription Right for each 4.27 existing Shares registered as held by such Eligible Shareholder as of
the Record Date. The Subscription Rights will be registered on each Eligible Shareholder's VPS account. Each Subscription Right carries
the right to subscribe for one (1) Offer Share. The number of Subscription Rights granted to each Eligible Shareholder will be rounded
down to the nearest whole Subscription Right. The Subscription Price is NOK 16.95 per Offer Share. The Subscription Rights are nontransferable. The Subscription Rights are registered with the VPS under the International Securities Identification Number (ISIN) NO
0010839699. Over-subscription and subscription without Subscription Rights is permitted; however there can be no assurance that
Offer Shares will be allocated for such subscriptions. Subscription Rights not used to subscribe for Offer Shares before the end
of the Subscription Period will have no value and will lapse without compensation to the holder. Eligible Employees will not
receive Subscription Rights, but may subscribe for minimum 1 Offer Share and maximum 1,232,055 Offer Shares. The principles of
allocation of Offer Shares are described in the Prospectus. Notifications of allotments are expected to be mailed on or about 7 January
2019.
By signing the Subscription Form, the Subscriber grants the Managers an irrevocable one-time authorisation to debit the allotted
subscription amount in NOK from the bank account designated by the Subscriber. The amount will be debited on or about 9 January
2019, and there must be sufficient funds in the stated bank account from and including two banking days prior to the Payment Date. If
there are insufficient funds in a Subscriber's bank account or it is impossible to debit a bank account for the amount the Subscriber is
obligated to pay, or payment is not received by the Managers according to other instructions, the allotted Offer Shares will be withheld.
Interest will, in such event, accrue at the applicable rate according to the Norwegian Act on Interest on Overdue Payments 1976,
currently 8.50 percent per annum. The Managers reserves the right (but is under no obligation) to make up to three debits in the period
up to seven days after the Payment Date, if there are insufficient funds on the account on the Payment Date. If payment is not made
within the due date, the Managers reserve the right without further notice to take over the allocated Offer Shares. The original applicant
remains liable for payment of the Subscription Price multiplied by the allocated Offer Shares, together with any interest, costs, charges
and expenses accrued, and payment may be enforced for any such amount outstanding. Subscribers who do not have a Norwegian
bank account must ensure that payment for the allocated Offer Shares is made on or before the Payment Date.
Assuming that payment from all subscribers are made when due, delivery of the Offer Shares is expected to take place on or about 14
January 2019. A Subscriber will not under any circumstances be entitled to sell or transfer its Offer Shares until these shares have been
paid in full by such Subscriber and registered on the Subscribers' VPS accounts. Assuming timely payment by all Subscribers, the
Company expects that the Offer Shares will be listed on Oslo Børs on or about 14 January 2019.
The Offering may, in certain jurisdictions, be restricted by law. For more information on applicable selling and transfer restrictions in
respect of the Offer Shares, see the Prospectus under the heading "Selling and Transfer Restrictions."

SPECIFICATION
OF THE
SUBSCRIPTION
Note: Subscribers may subscribe for more (or less) than the number of Subscription Rights.
Subscriber's VPS-account no.
No. of Subscription Rights (only Subscribes for (number of shares)
(For official use: Serial no.)
filled in by Eligible Shareholders)
Subscription price per share

Total amount to be paid

NOK 16.95

NOK

One-time authorisation for debiting account (must be filled in):
The undersigned hereby grants an irrevocable authorisation to the Managers
to debit the Norwegian bank account set out herein for the allotted amount
(the value in NOK of: number of allotted shares * NOK 16.95)

__________________________________________
Bank account (11 digits)

I/we hereby irrevocably (i) subscribe for the number of Offer Shares specified above subject to the terms and conditions set out in this Subscription Form and in the
Prospectus, (ii) authorize and instruct the Managers (or someone appointed by them) acting jointly or severally to take all actions required to transfer such Offer Shares
allocate to me/us to the VPS Registrar and ensure delivery of the beneficial interests to such Offer Shares to me/us in the VPS, on my/our behalf, (iii) authorize the
Managers to debit my/our bank account as set out in this Subscription Form for the amount payable for the Offer Shares allotted to me/us, and (iv) confirm and warrant
to have read the Prospectus and that I/we are eligible to subscribe for Offer Shares under the terms set forth therein.
_____________________________________________________________________________________________________________________________
Place and date of subscription.
(Must be dated within the Subscription Period.)

DETAILS RE SUBSCRIBER (REQUIRED INFORMATION)
Subscriber's VPS account no.

Binding signature. The Subscriber must be of age and have legal capacity.
When signed on behalf of a company or pursuant to an authorization, documentation in the
form of a company certificate or power of attorney must be enclosed..

PLEASE NOTIFY THE REGISTRAR OF ANY CHANGES

Subscriber's first name
Subscriber's surname/firm etc.
Street address etc. (private subscribers; home address)
1
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Postal code and area
Date of birth and national ID number
Legal Entity Identifier (“LEI”)/National Client Identifier (“NID”)
Nationality
Telephone (at day time)/Telefax/e-mail
Please note: if the Subscription Form is sent to the Managers by e-mail, the e-mail will be unsecured unless the Subscriber itself takes measures to secure it. The
Subscription Form may contain sensitive information, including national identification numbers, and the Managers recommend the Subscriber to send the
Subscription Form to the Managers in a secured e-mail. Please refer to page 3 for further information on the Managers’ processing of personal data.

2

ADDITIONAL GUIDELINES FOR SUBSCRIBERS
Regulatory issues: In accordance with the Norwegian MiFID II Regulation of 4 December 2017 no. 1913 and the Norwegian Regulation on
supplementary rules to the Norwegian MiFID II and MiFIR Regulations of 20 December 2017 no. 2300 corresponding to Directive 2014/65/EU (the
Markets in Financial Instruments Directive) (together referred to as the "MiFID II Regulations"), the Managers must categorize all new customers in
one of three customer categories; Eligible counterparties, Professional and Non-professional clients. All investors that are applying/subscribing for
Offer Shares in relation to the Repair Offering, and which are not existing clients of the Managers, must complete the Manager’s Customer
Registration Forms and fulfil the relevant provisions of the Norwegian MiFID II Regulations to be categorized as a Professional client. For further
information about the categorization, the applicant may contact Arctic Securities, PO Box 1833 Vika, N-0123 Oslo, phone +47 21 01 30 40 or DNB
Markets, Registrars Department, Dronning Eufemias gate 30, P.O. Box 1600 Sentrum, N-0021 Oslo, Norway, phone +47 23 26 81 01. The
Subscriber represents that he/she/it is capable of evaluating the merits and risks of a decision to invest in the Company by subscribing for Offer
Shares, and is able to bear the economic risk, and to withstand a complete loss, of an investment in the Offer Shares.
The Managers will receive a consideration from the Company and will in conducting its work have to take into consideration the requirements of the
Issuer and the interests of the investors subscribing under the Repair Offering and the rules regarding inducements pursuant to the requirements of
the Norwegian MiFID II Regulations (implementing the European Directive for Markets in Financial Instruments (MiFID II).
Selling Restrictions: The attention of persons who wish to subscribe for Offer Shares is drawn to Section 21 "Selling and Transfer Restrictions" of
the Prospectus. The Company is not taking any action to permit a public offering of the Subscription Rights or the Offer Shares (pursuant to the
exercise of the Subscription Rights or otherwise) in any jurisdiction other than Norway. Receipt of the Prospectus will not constitute an offer in those
jurisdictions in which it would be illegal to make an offer and, in those circumstances, the Prospectus is for information only and should not be copied
or redistributed. Persons outside Norway should consult their professional advisors as to whether they require any governmental or other consent or
need to observe any other formalities to enable them to subscribe for Offer Shares. It is the responsibility of any person wishing to subscribe for
Offer Shares under the Offering to satisfy himself as to the full observance of the laws of any relevant jurisdiction in connection therewith, including
obtaining any governmental or other consent which may be required, the compliance with other necessary formalities and the payment of any issue,
transfer or other taxes due in such territories. The Subscription Rights and Offer Shares have not been registered, and will not be registered, under
the United States Securities Act of 1933, as amended (the "U.S. Securities Act"), or with any securities regulatory authority of any state or other
jurisdiction of the United States, and may not be offered, sold, exercised, pledged, resold, granted, delivered, allocated, taken up, transferred or
delivered, directly or indirectly, within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the U.S. Securities Act and in compliance with any applicable securities laws of any state or other jurisdiction of the United States.
The Subscription Rights and Offer Shares have not been and will not be registered under the applicable securities laws of Australia, Canada, Japan,
Hong Kong, Singapore or the United Kingdom and may not be offered, sold, exercised, pledged, resold, granted, allocated, taken up, transferred or
delivered, directly or indirectly, in or into Australia, Canada, Japan, Hong Kong, Singapore or the United Kingdom or in any other jurisdiction in which
it would not be permissible to offer the Subscription Rights or the Offer Shares unless otherwise described in Section 21 of the Prospectus. A
notification of exercise of Subscription Rights and subscription of Offer Shares in contravention of the above restrictions may be deemed to be
invalid. By subscribing for the Offer Shares, persons effecting subscriptions will be deemed to have represented to the Company that they, and the
persons on whose behalf they are subscribing for the Offer Shares, have complied with the above selling restrictions. Persons effecting subscriptions
on behalf of any person located in the United States will be responsible for confirming that such person, or anyone acting on its behalf, has executed
the investor letter in the form to be provided by the Managers upon request.
Execution Only: The Managers will treat the application as an execution-only instruction from the applicant to apply for Offer Shares, since the
Managers is not in the position to determine whether the application for Offer Shares is suitable or not for the applicant. Hence, the applicant will not
benefit from the corresponding protection of the relevant conduct of business rules in accordance with the Norwegian MiFID II Regulation
(implementing the European Directive for Markets in Financial Instruments (MiFID II).
Information exchange: The Subscriber acknowledges that, under the Norwegian Securities Trading Act and the Norwegian Commercial Banks Act
and foreign legislation applicable to the Managers there is a duty of secrecy between the different units of each of the Managers as well as between
the Managers and the other entities in the Managers’ respective groups. This may entail that other employees of the Managers or the Managers’
respective groups may have information that may be relevant to the Subscriber and to the assessment of the Offer Shares, but which the Managers
will not have access to in their capacity as Managers for the Repair Offering.
Information barriers: The Managers are securities firms that offer a broad range of investment services. In order to ensure that assignments
undertaken in the Managers' corporate finance departments are kept confidential, the Managers' other activities, including analysis and stock
broking, are separated from the respective Managers' corporate finance departments by information walls. Consequently the Subscriber
acknowledges that the Managers' analysis and stock broking activity may conflict with the Subscriber's interests with regard to transactions in the
Shares, including the Offer Shares.
VPS account and mandatory anti-money laundering procedures: The Repair Offering is subject to the Norwegian Money Laundering Act of 6
March 2009 No. 11 and the Norwegian Money Laundering Regulations of 13 March 2009 No. 302 (collectively, the "Anti-Money Laundering
Legislation"). Subscribers who are not registered as existing customers of one of the Managers must verify their identity to the Manager in
accordance with requirements of the Anti-Money Laundering legislation, unless an exemption is available. Subscribers who have designated an
existing Norwegian bank account and an existing VPS account on the Subscription Form are exempted, unless verification of identity is requested by
the Managers. Subscribers who have not completed the required verification of identity prior to the expiry of the Subscription Period will not be
allocated Offer Shares. Participation in the Repair Offering is conditional upon the Subscriber holding a VPS account. The VPS account number must
be stated in the subscription form. VPS accounts can be established with authorised VPS registrars, who can be Norwegian banks, authorised
securities brokers in Norway and Norwegian branches of credit institutions established within the EEA. Establishment of a VPS account requires
verification of identity to the VPS registrar in accordance with the Anti Money Laundering Legislation. However, non-Norwegian investors may use
nominee VPS accounts registered in the name of a nominee. The nominee must be authorised by the Financial Supervisory Authority of Norway.
Personal data: The Subscriber confirms that it has been provided information regarding the Managers’ processing of personal data, and that it is
informed that the Managers will process the Subscriber’s personal data in order to manage and carry out the Repair Offering and the subscription
from the Subscriber, and to comply with statutory requirements.
The data controllers who are responsible for the processing of personal data are the Managers. The processing of personal data is necessary in order
to fulfil the subscription and to meet legal obligations. The Norwegian Securities Trading Act and the Norwegian Money Laundering Act require that
the Managers process and store information about clients and trades, and control and document activities. The Subscriber’s data will be processed
confidentially, but if it is necessary in relation to the purposes, the personal data may be shared between the Managers, the company(ies)
participating in the offering, with companies within the Managers’ groups, VPS, stock exchanges and/or public authorities. The personal data will be
processed as long as necessary for the purposes, and will subsequently be deleted unless there is a statutory duty to keep it.
If the Managers transfer personal data to countries outside the EEA, that have not been approved by the EU Commission, the Managers will make
sure the transfer takes place in accordance with the legal mechanisms protecting the personal data, for example the EU Standard Contractual
Clauses.
As a data subject, the Subscriber has several legal rights. This includes i.e. the right to access its personal data, and a right to request that incorrect
information is corrected. In certain instances, the Subscribers will have the right to impose restrictions on the processing or demand that the
information is deleted. The Subscribers may also complain to a supervisory authority if they find that the Managers’ processing is in breach of the
law. Supplementary information on processing of personal data and the Subscribers’ rights can be found at the Managers’ websites.

Terms and conditions for payment by direct debiting - securities trading: Payment by direct debiting is a service the banks in Norway provide
in cooperation. In the relationship between the payer and the payer's bank the following standard terms and conditions apply:

a)

The service "Payment by direct debiting – securities trading" is supplemented by the account agreement between the payer and the payer's
bank, in particular Section C of the account agreement, General terms and conditions for deposit and payment instructions.

b)

Costs related to the use of "Payment by direct debiting – securities trading" appear from the bank's prevailing price list, account information
and/or information given in another appropriate manner. The bank will charge the indicated account for costs incurred.

c)

The authorisation for direct debiting is signed by the payer and delivered to the beneficiary. The beneficiary will deliver the instructions to its
bank that in turn will charge the payer's bank account.

d)

In case of withdrawal of the authorisation for direct debiting the payer shall address this issue with the beneficiary. Pursuant to the Norwegian
Financial Contracts Act the payer's bank shall assist if the payer withdraws a payment instruction that has not been completed. Such
withdrawal may be regarded as a breach of the agreement between the payer and the beneficiary.

e)

The payer cannot authorise payment of a higher amount than the funds available on the payer's account at the time of payment. The payer's
bank will normally perform a verification of available funds prior to the account being charged. If the account has been charged with an
amount higher than the funds available, the difference shall immediately be covered by the payer.

f)

The payer's account will be charged on the indicated date of payment. If the date of payment has not been indicated in the authorisation for
direct debiting, the account will be charged as soon as possible after the beneficiary has delivered the instructions to its bank. The charge will
not, however, take place after the authorisation has expired as indicated above. Payment will normally be credited the beneficiary's account
between one and three working days after the indicated date of payment/delivery.

g)

If the payer's account is wrongfully charged after direct debiting, the payer's right to repayment of the charged amount will be governed by
the account agreement and the Norwegian Financial Contracts Act.

Overdue and missing payments: Overdue payments will be charged with interest at the applicable rate under the Norwegian Act on Interest on
Overdue Payment of 17 December 1976 No. 100; 8.5% per annum as of the date of the Prospectus. If a Subscriber fails to comply with the terms of
payment or should payments not be made when due, the Subscriber will remain liable for payment of the Offer Shares allocated to it and the Offer
Shares will, at the discretion of the Managers, not be delivered to the Subscriber. The Managers reserve the right to, at any time and at the risk and
cost of the Subscriber, re-allot, cancel or reduce the subscription and the allocation of the allocated Offer Shares, or, if payment has not been
received the day after the Payment Date, without further notice sell, assume ownership to or otherwise dispose of the allocated Offer Shares in
accordance with applicable law. If Offer Shares are sold on behalf of the Subscriber, such sale will be for the Subscriber's account and risk and the
Subscriber will be liable for any loss, costs, charges and expenses suffered or incurred by the Company and/or the Manager as a result of, or in
connection with, such sales. The Company and/or the Managers may enforce payment for any amounts outstanding in accordance with applicable
law.

