
NORDIC TRUSTEE

Denne melding til obligasjonseierne er kun utarbeidet på engelsk. For informasjon vennligst kontakt Nordic 
Trustee ASA

To the Bondholders in:

ISIN: NO 001 067108.4 -  "FRN Fjord Line AS Senior Unsecured Bond Issue 2013/2016"

Oslo, 17 November 2014

Summons to Bondholders’ Meeting

Nordic Trustee ASA acts as trustee (the "Trustee") for the holders of the bonds (the "Bondholders") in the 
above mentioned bond issue ISIN NO 001 067108.4 (with total outstanding amount of NOK 300 million) 
(the "Bond Issue") issued by Fjord Line AS (the "Issuer").

All capitalized terms used herein shall have the meaning assigned to them in the bond agreement dated 4 
February 2013 and made between the Trustee and the Issuer (the "Bond Agreement"), unless otherwise 
stated herein. References to Clauses and paragraphs are references to Clauses and paragraphs in the Bond 
Agreement.

The information in this summons regarding the legal, operational and financial status of the Issuer is 
provided by the Issuer. The Trustee expressly disclaims any and all liability whatsoever related to such 
information given from the Issuer.

Bondholders are encouraged to read this Summons in its entirety, including all Schedules and any other 
attached documents.

1. BACKGROUND

The Issuer is a Norwegian operator (and indirect owner) of short sea cruise ferries on the Norwegian west 
coast route to Denmark (Bergen - Stavanger - Hirtshals), the Norwegian east coast route to Denmark 
(Hirtshals - Langesund) and on the Sandefjord - Strömstad route on the Norwegian east coast to the Swedish 
west coast. In addition, the Issuer operates the Kristiansand-Hirtshals route during the summer season.

The Issuer has the most modem and environmentally friendly fleet of passenger ferries in the world with its 
new LNG-powered ferries MS Stavangerfjord and MS Bergensfjord. The new MS Oslofjord is the most 
modem ferry sailing between Norway and Sweden and HSC Fjord Cat offers the fastest route by sea from 
the south of Norway to Denmark.

MS Stavangerfjord and MS Bergensfjord

In July 2013, the first of two new ferries, MS Stavangerfjord commenced operation. The two new ferries 
have made it possible for the Issuer to offer transport between Norway and Denmark, through the 
Langesund-Hirtshals route, to travelers from eastern Norway. On 9 March 2014, the sister ferry MS 
Bergensfjord, commenced operation and since 17 March 2014, the Issuer’s cruise ferries have made almost 
daily departures year round between three ports in Norway and Hirtshals in Denmark. The Issuer’s cruise 
ferries have had daily departures from all ports since 1 October 2014.
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The new MS Oslofjord

With the new ferries operating the Norwegian west coast route, the Issuer decided that the old MS 
Bergensfjord would sail on a new route between Sandefjord in Norway and Strömstad in Sweden. The ferry 
was upgraded and modernized at the STX shipyard in Raumo, Finland, and subsequently renamed MS 
Oslofjord. Most of the cabins were removed to make way for large panoramic windows, modern top quality 
facilities, a large tax-free area (largest on the route with 1,100 m2) and new cafeteria and restaurants. The 
design of the new interior in MS Oslofjord is the same concept as the new cruise ferries MS Stavangerfjord 
and MS Bergensfjord.

1.1 Start-up challenges

The Issuer has been through a growth phase with material financial and operational implications. In 2013, 
the first ferry MS Stavangerfjord was delayed from the yard. Scheduled for delivery in April, the ferry was 
delivered in July. In order to rescue parts of the summer season 2013, Fjord Line took delivery o f the ferry in 
non-completed condition according to contract with the yard. This, combined with the fact that the ferry had 
to be put into operation shortly after delivery, resulted in start-up challenges causing increased costs, 
disturbance in the overall schedule and weakened profitability. Travellers that had purchased tickets to MS 
Stavangerfjord were rescheduled to "Old Bergensfjord" and HSC Fjord Cat to the extent possible. The 
remaining passengers were compensated for lost travels. The start-up challenges related to MS 
Stavangerfjord were improved in October 2013 and finally solved in February 2014.

The second feny, MS Bergensfjord was originally scheduled for delivery in September 2013. However, due 
to delays from the yard, the feriy was not delivered until Februaiy 2014. The financial impact was not as 
large as for the delay of MS Stavangerfjord as the ferry was delayed during low season.

Furthermore, the rudders were incorrectly installed on both ferries, resulting in the ferries being put in 
warranty docking. The costs related to the warranty docking were covered by the yard, however, the Issuer 
experienced significant lost income during both dockings.

Refueling o f  LNG

During the first quarter of 2014, the Norwegian prohibition o f refueling LNG with passengers onboard was 
abolished. As such, from March 2014 the Issuer has also refueled LNG from Risavika harbour. Prior to the 
abolishment, the Issuer was forced to transport LNG by trucks from the LNG factoiy in Risavika, Stavanger 
to Hirtshals. Starting from March 2014, the Issuer has used trucks to transport LNG both to the ferries in 
Risavika and to the ferries in Hirtshals harbour. A permanent solution to transport the LNG through a pipe 
directly from Skangass AS’ ("Skangass") LNG factory in Risavika to the harbour front is being built by 
Skangass. The pipe was scheduled to be operational at first in March 2014 and later September 2014 but has 
been further delayed.

As a result from the delayed pipe, refuelling time for the ferries have been 12-14 hours per week. In an 
attempt to offer the same number o f departures as in the business case, the Issuer has been forced to run the 
ferries on higher speed which has resulted in higher fuel consumption. Despite the increase in speed, the 
Issuer has, in respect of each o f its harbours, only been able to offer six weekly departures. Awaiting the 
completion o f the pipe, the Issuer has re-negotiated its agreement with Skangass, the supplier o f LNG, for 
costs regarding transportation o f LNG to Hirtshals in order to refuel both in Hirtshals and Risavika. Skangass 
will be responsible for the delivery of LNG to the ferries in Hirtshals, and cover all related costs, until the 
pipe from the factory to the harbour front in Risavika has been completed. The Issuer has from 1 October 
2014 been refuelling 50% of the LNG in Hirtshals and is as such able to offer daily sailings from all ports. 
The pipe is expected to be fully operational during the first quarter 2015. Refuelling time will decrease from 
12-14 hours per week to less than five hours.
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Non-recurring start-up costs

The table below outlines the Issuer’s start-up costs related to the new ferries. These costs have had a cash 
effect which has affected the debt service ability of the Issuer.

Categorization Occurrence
Financial effect (NOKm) 

2013 2014e 2015e

Lost income Delayed delivery of MS Stavangerfjord 30 - -

?1 Technical challenges during start-up 10 - -
tl Warranty docking (inch rudders) 8 24 -
11 Delayed delivery of MS Oslofjord - 15

Non-recurring costs Marketing/introduction o f new ferries 18 20 -
n Extra fuel consumption/bunkering cost 17 29 -
n Legal fees (Sandefjord-Stromstad) 14 6 3
H Completion MS Oslofjord - 5 -
M Completion MS Bergensfjord - 5 -
Disagio Currency loss (gain) on loan 10 - -

Non-recurring income Recognized liquidated damages (40) _ _

Total negative (positive) earnings impact 67 104 3

1.2 Legal dispute

When the Issuer announced operations on the Sandefjord-Strömstad route in competition with Color Line AS 
("Color Line"), the Issuer instantly became the subject of countermeasures from Color Line. Color Line 
tried to block the Issuer from accessing commercially acceptable departures time on the route. The Issuer is 
currently involved in a legal dispute against Sandefjord municipality due to discrimination in allocation of 
sailing times. Allocation of sailing times shall be transparent and conducted on equal terms among operators.

Color Line is also appealing the court decision related to access to infrastructure in Kristiansand where the 
Issuer won the case in Dalane County Court.

Furthermore, the Issuer has, as a consequence o f the court decision mentioned above, initiated a lawsuit 
against Color Line for damages due to illegal exclusion from infrastructure in Kristiansand harbour.

1.3 2014 performance triggering financing needs

The estimate for 2014 indicates an EBITDA of approximately NOK 2 million, representing a shortfall of 
approximately NOK 146 million compared to budget. The shortfall can mainly be attributed to non-recurring 
start-up costs on new routes/ferries as well as lower than expected on-board spending. The weak financial 
performance is having a significant impact on the Issuer’s cash flow and cash balance resulting in a potential 
covenant breach in the first quarter of 2015. Without any amendments o f the current financing structure, the 
cash balance is expected to be below the minimum cash requirement o f the Issuer’s loan agreements.

1.4 Outlook

With all ferries in operation and with the new agreement with Skangass, the Issuer is as of 1 October 2014 
operating daily departures from each port with MS Stavangerfjord and MS Bergensfjord and will soon 
launch a third departure for evening sailings with MS Oslofjord.
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1.5 Measures taken to strengthen financial position

In order to strengthen the Group’s financial position, the Issuer is looking to implement four key measures 
that all are interdependent on each other (and which are described in more detail below):

• raising new equity in the Issuer of minimum NOK 100 million;
• amending the amortization profile and covenants on the interest bearing debt detailed in paragraphs

(b) to and inclusive (e) o f the new definition o f "Senior Debt" set out in clause 2.2 below (the "Long 
Term Senior Debt");

• extending the maturity on the Bonds as described in clause 2.1. below; and
• cost reduction program.

The Issuer is currently conducting an equity issue of minimum NOK 100 million (the "Equity Issue"). The 
largest shareholders of the Issuer will fully underwrite the Equity Issue. The Equity Issue is subject to the 
Proposal (as defined below) being approved by the Bondholders.

The Issuer and the relevant lenders under the Long Term Senior Debt have agreed to amend the amortisation 
structure for each of the Long Term Senior Debt facilities reducing the annual instalments thereunder by 
40% during the next four years.

The amendments on the amortization structure will commence 2015 and is expected to strengthen the 
Issuer’s cash position with approximately NOK 68 million per year. The difference between the original and 
reduced instalment will be added to the balloon on maturity on the respective facility.

The lenders o f the Long Term Senior Debt have also agreed to make certain amendments to the Issuer’s 
covenants:

• amendment of Book Equity Ratio covenant; > 15% until 31 December 2017, > 20% anytime 
thereafter;

• amendment of NIBD/EBITDA covenant; < 9x until 31 December 2017 and < 7x anytime there after 
(measured first time 31 December 2016); and

• release o f NOK 21.5 million cash deposit.

The Issuer has also introduced internal targets for cost reductions. The new cost reduction program is 
expected to decrease the Group’s costs with approximately NOK 70 million from 2015. Furthermore, 
another NOK 50 million in savings is expected from reduced fuel consumption, the new agreement with 
Skangass and further reductions in cost of goods sold, bringing anticipated annual cost savings up to 
approximately NOK 120 million.

2. AM ENDM ENTS

The Issuer has approached the Trustee to convene a Bondholders’ Meeting in order to obtain the 
Bondholders’ approval o f the proposed amendments to the Bond Agreement described below, pursuant to the 
authority given to the Bondholders’ Meeting under Clause 16 of the Bond Agreement.

The Issuer proposes the following amendments to the Bond Agreement (the "Amendments"):

2.1 Amendment of the Maturity Date

The Maturity Date is extended from currently 5 February 2016 to 5 February 2018.
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2.2 Amendment of the definition of Senior Debt and Permitted Security

The definition of Senior Debt is amended to read as follows:

"Senior Debt" means financial indebtedness existing or contemplated under the following credit
arrangements (as amended and renewed from  time to time) (collectively, the "Senior Debt Loan
Agreements"):

(a) the NOK 15 million working capital credit facility dated 13 January 2014 provided by 
Sparebanken Vest (the "Working Capital Facility Agreement");

(b) the EUR 66.1 million credit facility dated 8 July 2013 provided by inter alia Eksportkreditt Norge 
and guaranteed by GIEK with the purpose o f  financing o f  M S Stavangerfiord and M S Bergensfjord 
(the "Eksportkreditt Facility Agreement");

(c) the EUR 124 million credit facility dated 20 June 2014 provided by European Investment Bank and 
guaranteed by GIEK with the purpose offinancing o f  M S Stavangerfiord and M S Bergensfjord (the 
"EIB Facility Agreement");

(d) the EUR 26,085,097 credit facility dated 13 January 2014 provided by Finnvera fo r  the purpose o f  
financing M S Oslofiord;

(e) the EUR 6,500,000 credit facility dated 13 January 2014 provided by Sparebanken Vest and 
Sparebank 1 SM N for the purpose o f  financing M S Oslofiord;

(f) the NOK 40,000,000 credit facility dated 1 January 2014 provided by Inflight fo r  the purpose o f  
financing M S Oslofiord; and

(g) the D K K 17 million credit facility dated originally dated May 2012 provided by Spar Nord.

The definition of Permitted Security is amended to read as follows:

"Permitted Security" means:

(a) any Security existing or contemplated at the time o f  the Issue Date in relation to the Senior Debt, 
including any refinancing thereof, provided that:

(i) the amount secured in relation to the Working Capital Facility shall not at any time exceed 
NOK 25 million (or the equivalent in other currencies) plus interest, fees and costs; and

(ii) in respect o f  each o f  the other Senior Debt Loan Agreements, the amounts secured in relation 
thereunder shall not at any time exceed the aggregate amount (calculated fo r  each Senior Debt 
Loan Agreement) outstanding, contemplated or being available thereunder as o f  30 September 
2014, unless any such excess amount secured is permitted to be secured under paragraphs (d) 
below,

(b) any Security arising as a consequence o f  entering into financial lease arrangements by a Group 
Company;

(c) any Security granted as security fo r  obligations under any interest rate or foreign exchange 
derivative/ hedging agreements entered into by a Group Company in the ordinary course o f  
business or in connection with any long-term financing, always provided that such hedging 
agreements are non-speculative in nature;
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(d) any Security securing financial indebtedness o f  a Group Company (including any refinancing 
thereof incurred in connection with (a) the (direct or indirect) acquisition by a Group Company o f  
any additional vessels, terminals and related assets and asset otherwise related to the business 
and/or operations o f  a Group Company and (b) the re-construction, up-grading or refurbishment 
o f assets mentioned in (a) above;

(e) any Security arising by operation o f  law and/or by agiAeement evidencing the same in the ordinary 
course o f  its business;

(j) any Security created to replace or in substitution fo r  any o f  the Security referred to in (a) to (d) 
above; and

(g) any Security other than the Security permitted under paragraphs (a) to (f) above and securing 
financial indebtedness the principal amount o f  which does not exceed NOK 50,000,000.

2.3 Guarantees from Fjord Skibsholding IA/S and Fjord Skibsholding IIA/S

Each of Fjord Skibsholding I A/S (the owner of MS Oslofjord) and Fjord Skibsholding II A/S (the 
owner of HSC Fjord Cat) will issue additional security in the form of a guarantee in favour of the 
Bond Trustee (on behalf of the Bondholders) as security for the obligations of the Issuer under the 
Bond Agreement. The guarantees will be in the form and content already issued by Fjord 
Skibsholding III A/S (the owner of MS Stavangerijord) and Fjord Skibsholding IV A/S (the owner 
of MS Bergensfjord), but will include the following standard limitation language as Fjord 
Skibsholding I A/S and Fjord Skibsholding II A/S may not benefit directly from the proceeds of the 
Bonds:

Notwithstanding any provision o f  this guarantee, the guarantee, indemnity> and other obligations expressed 
to be assumed in this guarantee shall be limited to an amount equivalent to the higher of:

1. the Equity o f  the guarantor at the times (i) the guarantor is requested to make a payment under this 
guarantee or (ii) o f  enforcement o f  any security granted by the guarantor (as applicable); and

2. the Equity o f  the guarantor at the date o f  this guarantee.

For the purpose o f  this guarantee, "Equity" means the equity (in Danish "egenkapital") o f  the guarantor 
calculated in accordance with applicable generally accepted accounting principles at the relevant time, 
however, adjusted i f  and to the extent any book value is not equal to the market value.

2.4 Temporary waiver of the Liquidity requirement

According to Clause 13.5 (c) of the Bond Agreement, the Issuer shall at all times maintain a Liquidity of 
minimum NOK 50 million. Due to the Issuer’s cash position, the Issuer requests the Bondholders to waive 
the minimum Liquidity requirement of NOK 50 million for the Quarter Date in March 2015 and accept a 
reduced level o f Liquidity of NOK 25 million. The minimum Liquidity of NOK 50 million shall be re­
instated from the Quarter Date in June 2015 and onwards.
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2.5 Increase of the Margin

As compensation to the Bondholders, the Issuer offers the Bondholders to increase the Margin from the 
Interest Payment Date in February 2015 and onwards with 1.25% from 7.50% to 8.75%. The definition of 
Margin shall read as follows:

"Margin" means eight point seventy five per cent. (8.75%) per annum.

2.6 Consequential amendments to the Bond Agreement

The Amendments described in clauses 2.1 to 2.5 above will require certain consequential amendments o f the 
Bond Agreement not specified or detailed herein.

3. EVALUATION OF THE AMENDMENTS

3.1 The Issuer’s evaluation

The Issuer regrets to approach the Bondholders in the Bond Issue to ask for their approval o f the 
Amendments. However, the Issuer is o f the opinion that the Equity Issue and the amendments of the Senior 
Debt will strengthen the Bondholders’ position. With all ferries delivered and in operation together with the 
financial measures taken, the Issuer’s earnings are expected to improve significantly.

The Issuer has engaged Pareto Securities AS and Nome Securities AS as the Issuer’s financial advisors (the 
"Advisors") with respect to the Proposal. Accordingly, Bondholders may contact Pareto Securities AS Fixed 
Income Sales at +47 22 87 87 70 and Nome Securities AS Fixed Income Sales at +47 55 55 91 50 for further 
information.

The Advisors are acting solely for, and reiving on information from, the Issuer in connection with the 
Amendments. No due diligence investigations have been carried out by the Advisors with respect to the 
Issuer, and the Advisors do not assume any liability in connection with the Amendments ('including but not 
limited to the information contained herein).

3.2 Support from the Bondholders

Prior to this summons being dispatched, the Issuer has informed the Trustee that it has received binding 
commitments from the largest Bondholders to support the Proposal (as defined below).

3.3 The Trustee’s disclaimer/non-reliance

The Proposal is put forward to the Bondholders without any evaluation or recommendations from the 
Trustee. The Bondholders must independently evaluate whether the Amendments and Proposal are 
acceptable and vote accordingly.

4. BONDHOLDERS’ MEETING:

Bondholders are hereby summoned to a Bondholders’ Meeting:

Time: 1 December 2014 at 13:00 hours (1 pm) (Oslo time)
Place: The premises of Nordic Trustee ASA, Haakon VII gate 1,0161 Oslo -  6th floor
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Agenda:

1. Approval of the summons
2. Approval of the agenda
3. Election o f two persons to co-sign the minutes together with the chairman
4. Request for adoption of the proposal:

It is proposed that the Bondholders’ Meeting resolve the following (the "Proposal"):

(a) The Bondholders approve the (i) Amendments and the transactions contemplated thereby and (ii) 
the entry into by the Trustee (acting as trustee for the Bondholders) o f such agreements, documents 
and instruments required to be entered into in connection therewith (the "Transaction 
Documents").

(b) The Trustee (acting as trustee on behalf of the Bondholders) is hereby irrevocably authorised (and 
shall use such authorisations) to:

(i) negotiate, agree, enter into, sign, execute and deliver, in such final form and substance 
and in such manner as the Trustee shall in its sole discretion deem appropriate, the 
Transaction Documents (which shall include agreeing on further amendments 
consequential to the Amendments or otherwise necessaiy in connection therewith); and

(ii) take any other action necessary or desirable (in the sole opinion of the Trustee) in 
connection with the foregoing and the entering into, execution and deliverance of the 
Transaction Documents and to give full effect to the transactions contemplated thereby 
and the terms contained therein, in each case in such form and substance and in such 
manner as the Trustee shall in its sole discretion deem appropriate.

(c) The resolutions herein and the powers and authorisations granted above shall be governed by and 
construed in accordance with Norwegian law.

* *  *

To approve the above resolutions, Bondholders representing at least 2/3 of the Bonds represented in person 
or by proxy at the meeting must vote in favor of the resolution. In order to have a quorum, at least 1/2 of the 
voting Bonds must be represented at the meeting. If  the Proposal is not adopted, the Bond Agreement will 
remain unchanged.

Please find attached a Bondholder’s Form from the Security Depositoiy (VPS), indicating your bondholding 
at the printing date. The Bondholder’s Form will serve as proof o f ownership o f the Bonds and of the voting 
rights at the Bondholders’ meeting. (If the bonds are held in custody -  i.e. the owner is not registered directly 
in the VPS -  the custodian must confirm; (i) the owner of the bonds, (ii) the aggregate nominal amount of the 
bonds and (iii) the account number in VPS on which the bonds are registered).

The individual bondholder may authorize the Trustee to vote on its behalf, in which case the Bondholder’s 
Form also serves as a proxy. A duly signed Bondholder’s Form, authorizing the Trustee to vote, must then be 
returned to the Trustee in due time before the meeting is scheduled (by scanned e-mail, telefax or post -  
please see the first page of this letter for further details).

In the event that Bonds have been transferred to a new owner after the Bondholder’s Form was made, the 
new Bondholder must bring to the Bondholders’ Meeting or enclose with the proxy, as the case may be, 
evidence which the Trustee accepts as sufficient proof of the ownership of the Bonds.
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For practical purposes, we request those who intend to attend the Bondholders’ Meeting, either in person or 
by proxy other than to the Trustee, to notify the Trustee by telephone or by e-mail fmail@nordictrustee.no') 
within 16:00 hours (4pm) (Oslo time) the Banking Day before the meeting takes place.

Yours Sincerely, 
Nordic Trustee ASA

Enclosed: Bondholder’s Form
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