
 

This interim report is unaudited and has been prepared in accordance with IAS 34 “Interim Financial Reporting”. 

 

 

 

 

 

 
 

 

 

 

Odfjell Drilling Ltd. 

 
Report for the 1

st
 quarter of 2018  

  

 

 

    

 
 

 



 

2 

 

 

Key figures for the Group  

 

 
 

Highlights Q1 2018 

 
Odfjell Drilling Ltd. Group 

 

· Operating revenue of USD 175 million compared to USD 148 million in Q1 2017. 

· EBITDA of USD 56 million compared to USD 55 million in Q1 2017.   

· EBITDA margin of 32% compared to an EBITDA margin of 37% in Q1 2017. 

· The Group’s contract backlog is USD 2.7 billion, whereof USD 1.7 billion is firm backlog. The 

comparable figure at the end of Q1 2017 was USD 2.8 billion, whereof USD 1.5 billion was firm 

backlog.  

 

Mobile Offshore Drilling Units segment  

 

· Operating revenue of USD 119 million compared to USD 111 million in Q1 2017. 

· EBITDA of USD 53 million compared to USD 54 million in Q1 2017. 

· EBITDA margin of 44% compared to 49% in Q1 2017. 

 

Drilling & Technology segment  

 

· Operating revenue of USD 34 million compared to USD 21 million in Q1 2017. 

· EBITDA of USD 1 million compared to USD 0 in Q1 2017. 

· EBITDA margin of 2% compared to an EBITDA margin of 0% in Q1 2017.  

 

Well Services segment   

 

· Operating revenue of USD 28 million compared to USD 20 million in Q1 2017. 

· EBITDA of USD 6 million compared to USD 5 in Q1 2017. 

· EBITDA margin of 23% compared to 25% in Q1 2017. 

 

All figures in USD million

Key figures Odfjell  Dril l ing Ltd. Group Q1 18 Q1 17 FY 17

Operating revenue…………………………………..………… 175             148             662             

EBITDA………………………………………………………...……… 56               55               274             

EBIT……………………………………….…………………...…………... 16               14               112             

Net profit (loss)………………………………………………………….. (7)                (7)                35               

EBITDA margin…………………………………………...………. 32% 37% 41%

Total assets……………………………………………………… 2,129          2,235          2,138          

Net interest bearing debt………………………………... 1,030          1,215          1,068          

Equity………………………………………………………………. 769             716             767              

Equity ratio……………………………………………………… 36% 32% 36%
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Equinor awarded contract for Platform Drilling services 

 

On 3 April 2018, Equinor awarded Odfjell Drilling a Fixed Platform Drilling Services contract for Heidrun,

located on the Norwegian Continental Shelf. Odfjell Drilling will operate both Grane and Heidrun until 

October this year and will thereafter continue only on Heidrun. The firm contract is for 4 years with 3 x 2 

years optional periods.  

 

Equinor awarded a letter of intent to Deepsea Atlantic 

 

On 16 April 2018, Equinor awarded a conditional Letter of Intent (“LOI”) to Deepsea Atlantic for 6 firm 

wells with an estimated total duration of 18 months, scheduled to commence in early first quarter 2019. 

The LOI contains the option to continue operations for Equinor after the firm period and such options 

shall be based on market pricing.  

 

USD 175 million Private Placement successfully completed 

 

On 19 April 2018, Odfjell Drilling Ltd., successfully completed a private placement of NOK 1.368 billion, 

equivalent to approximately USD 175 million, through issuance of 38,000,000 new common shares at a 

subscription price of NOK 36.00 per share. The proceeds will be used to finance growth and for general 

corporate purposes. A subsequent offering directed towards shareholders not participating, and who 

were not wall crossed, will follow at a later stage.  

 

Purchase of “Deepsea Nordkapp” and award of drilling contract by Aker BP 

 

On 27 April 2018, the Company announced the purchase of “Deepsea Nordkapp”, an enhanced Moss 

Maritime CS-60 unit winterized and purposely built for harsh environment areas. The Company further 

entered into a new 2 year drilling contract plus 1+1 year options with Aker BP. Odfjell Drilling estimates 

delivery of Deepsea Nordkapp to be in Q1 2019 and commencement of operations for Aker BP in Q2/Q3 

2019. 

 

In addition, Odfjell Drilling signed a preference share investment agreement and a warrant investment 

agreement with an affiliate of Akastor ASA (“Akastor”) to carry out a USD 75 million preference share 

issue and an issuance of warrants for 5,925,000 common shares in Odfjell Drilling to such affiliate. The 

proceeds from Akastor shall be used to partly finance Deepsea Nordkapp.  
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Financial review – operations  
(Comparable figures for last comparable period in brackets)  

Consolidated group financials 

Profit & loss Q1 2018 

Operating revenue for Q1 2018 was USD 175 million (USD 148 million), an increase of USD 27 million, 

due to increased activity in all segments from Q1 2017 to Q1 2018.  

 

EBITDA in Q1 2018 was USD 56 million (USD 55 million), an increase of USD 1 million.   

 

The EBITDA margin in Q1 2018 was 32% (37%). The decrease in margin is mainly due to Deepsea Bergen 

entering into new contracts on a lower day rate as from mid-2017.    

 

EBIT in Q1 2018 was USD 16 million (USD 14 million), an increase of USD 2 million.  

 

Net financial expenses in Q1 2018 amounted to USD 23 million (USD 19 million). The increase of USD 4 

million was mainly related to change in net currency losses. 

 

In Q1 2018 the tax expense was USD 0.3 million (USD 2 million).  

 

Net loss in Q1 2018 was USD 7 million - the same as in Q1 2017. 

 

Balance sheet 

Total assets as at 31 March 2018 amounted to USD 2,129 million compared to USD 2,138 million as at 31 

December 2017, a decrease of USD 9 million.  

 

Equity as at 31 March 2018 amounted to USD 769 million, compared to USD 767 million as at 31 

December 2017, an increase of USD 2 million.  

 

The equity ratio was 36% as at 31 March 2018 – the same level as at year-end 2017.  

 

Net interest bearing debt as at 31 March 2018 amounted to USD 1,030 million, compared to USD 1,068 

million as at 31 December 2017, a decrease of USD 38 million.  

 

Cash flow 

Net cash flow from operating activities in Q1 2018 was positive with USD 43 million. The Group paid USD 

14 million in interest and USD 0 million in income taxes.  

 

Net cash outflow from investing activities in Q1 2018 was USD 5 million related to net capital 

expenditures. 

 

USD 13 million was used for instalments on existing credit facilities in Q1 2018.  

 

At 31 March 2018 cash and cash equivalents amounted to USD 194 million. There has been a total 

positive net change in cash and cash equivalents of USD 28 million since 31 December 2017.  
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Segments 

 

The Group's internal reporting is prepared according to Norwegian GAAP. This gives rise to differences 

between the measurements of segment disclosures and comparable items disclosed in this report.  

 

Mobile Offshore Drilling Units (MODU)  

  

Operating revenue for the MODU segment in Q1 2018 was USD 119 million (USD 111 million), an 

increase of USD 8 million, or 7%. There was an increase in utilization and revenue for Deepsea Stavanger 

during the period compared to last year as the rig was idle in Q1 2017 until the rig commenced the 

Maria contract for Wintershall Norway on 20 March 2017. However, this increase in activity was partly 

offset by lower revenue for Deepsea Bergen due to lower day rates compared to Q1 2017.   

EBITDA for the MODU segment in Q1 2018 was USD 53 million (USD 54 million), a decrease of USD 1 

million, or 2%. The increase in EBITDA for Deepsea Stavanger was partly offset by a decrease in EBITDA 

for Deepsea Bergen. In addition, in Q1 2017 the MODU segment booked an income of approximately 

USD 3 million as a result of participating in the restructuring of Golden Close Maritime Corporation Ltd. 

EBIT for the MODU segment in Q1 2018 was USD 20 million (USD 22 million), a decrease of USD 2 million.  

 

MODU - Financial utilisation 

 

The financial utilisation for each of the Group’s fully owned mobile offshore drilling units was as follows: 

   
 

- Deepsea Stavanger has been operating for Wintershall and Aker BP on the NCS in Q1 2018.  

- Deepsea Atlantic has been operating for Equinor on the NCS in Q1 2018. 

- Deepsea Bergen has been operating for OMV on the NCS in Q1 2018.  

- Deepsea Aberdeen has been operating for BP West of Shetland in Q1 2018. 

 

 

 

 

All figures in USD million

Key figures MODU segment Q1 18 Q1 17 FY 17

Operating revenue…………………………………..………… 119             111             481             

EBITDA………………………………………………………...……… 53               54               244             

EBIT……………………………………….…………………...…………... 20               22               111             

EBITDA margin…………………………………………...………. 44% 49% 51%

Financial Utilisation - MODU Q1 18 Q1 17 FY 17

Deepsea Stavanger………………………………………… 98.6 % 96.7 % 98.4 %

Deepsea Atlantic……………………………………………. 98.9 % 96.3 % 97.6 %

Deepsea Bergen……………………………………………… 99.7 % 98.5 % 97.6 %

Deepsea Aberdeen…………………………………………. 97.0 % 95.2 % 95.5 %
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Drilling & Technology (D&T) 

   

Operating revenue for the D&T segment in Q1 2018 was USD 34 million (USD 21 million), an increase of 

USD 13 million, or 64 %. The increase in revenue was primarily attributable to the award of additional 

UK contracts and an increased number of strings in operation compared to Q1 2017.  

EBITDA and EBIT for the D&T segment in Q1 2018 was USD 1 million (USD 0 million), an increase of USD 

1 million.  The increase in both EBITDA and EBIT was mainly due to improved margins in the portfolio. 

 

Well Services (OWS) 

   
 

Operating revenue for the OWS segment in Q1 2018 was USD 28 million (USD 20 million), an increase of 

USD 8 million, or 40%. The increase of revenue for the OWS segment in Q1 2018 is explained by higher 

activity level in the Norwegian and continental Europe markets.   

EBITDA for the OWS segment in Q1 2018 was USD 6 million (USD 5 million), an increase of USD 1 million. 

EBITDA margin for the OWS segment in Q1 2018 was 23% compared to 25% for Q1 2017.  

EBIT for the OWS segment in Q1 2018 was USD 0 million (negative USD 2 million), an increase of USD 2 

million.  The increase in both EBITDA and EBIT was mainly attributable to higher activity levels partly 

offset by higher costs related to the mobilisation of new contracts and increased 3rd party equipment 

rentals.  

 

 

  

All figures in USD million

Key figures Drill ing & Technology segment Q1 18 Q1 17 FY 17

Operating revenue…………………………………..………… 34               21               105             

EBITDA………………………………………………………...……… 1                  (0)                15               

EBIT……………………………………….…………………...…………... 1                  (0)                14               

EBITDA margin…………………………………………...………. 2% (0%) 14%

All figures in USD million

Key figures Well Services segment Q1 18 Q1 17 FY 17

Operating revenue…………………………………..………… 28               20               97               

EBITDA………………………………………………………...……… 6                  5                  32               

EBIT……………………………………….…………………...…………... 0                  (2)                4                  

EBITDA margin…………………………………………...………. 23% 25% 33%
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Outlook  
 

Following the drop in oil prices in 2014, the drilling and oil service market has suffered a severe decrease 

in the total activity level. The downturn has resulted in major impairments across the sector and oil 

companies have been forced to reduce costs and establish more efficient operations. The efficiency 

programs carried out by the oil companies have led to a substantial cost reduction in field development 

and production.  

We are currently observing a recovery in the oil price with levels more sound and sustainable for the 

drilling and oil service market. This, in combination with a more favourable cost structure, has resulted 

in an increased appetite for exploration and production activities by the oil companies.  

Although the global drilling and oil service market is still at a low level, some regions have seemed to 

recover at a higher pace than others. In harsh environments, a substantial number of mature units have 

been permanently withdrawn from the market over the last couple of years. In addition, newbuilds have 

proven to be significantly more efficient than mature units. The ultra-deep water market remains 

challenging due to an oversupply of new build rigs in recent years. 

Based on the preference of new and more efficient units combined with a high reactivation cost, we 

believe that scrapping of older midwater and harsh environment drilling units will continue over the 

next few years. In combination with a more healthy market environment, we believe this will bring the 

harsh environment market back into balance with subsequently improved day rates.  

Odfjell Drilling is well positioned in this market with a fleet mainly consisting of 6th generation semi-

submersibles tailored for efficient operations in harsh environments.    

Deepsea Stavanger started operations for Wintershall at the Maria field on 20 March 2017 and finalized 

the well based contract on 22 February 2018. The unit thereafter commenced, on the same date, its 

contract with Aker BP and will be in operation until the mobilization, at the beginning of Q4 2018, to 

South Africa for the drilling contract with Total. As earlier announced, Odfjell Drilling has also entered 

into a 5+5 years alliance with Aker BP with the intent to drill wells for them, suitable for semi-

submersibles. The first call-off under the alliance was received in December 2017 covering 12 months 

for Deepsea Stavanger after its return from South Africa, estimated to be mid-2019. Deepsea Atlantic 

received a new drilling contract from Equinor taking operations into mid-2020. Her next contract will 

commence early Q1 2019 after completion of the 5 year special periodic survey scheduled for December 

2018. Until then Deepsea Atlantic will continue working for Equinor on the Johan Sverdrup contract. 

Deepsea Aberdeen is contracted until April 2022 for BP West of Shetland. Deepsea Bergen finished its 

one well contract with OMV on 17 April and immediately started operations for Equinor on the well 

based contract. The unit has firm work until late 2018 on the NCS and additional options potentially 

keep the rig in operations into the second half of 2019. Finally, the newbuild Deepsea Nordkapp is 

scheduled for delivery in Q1 2019 and will thereafter mobilize for operations with Aker BP on the NCS. 

Commencement of operations is expected around mid-2019.    
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OWS is still facing fierce competition for its services globally. We currently observe an increased tender 

activity in the European and Middle East markets; however the over-supply of equipment continues to 

keep pressure on prices. OWS has maintained its low capital expenditures to enhance utilisation of the 

existing equipment base.  

The slowdown in the North Sea market has led to an ongoing low activity level for development and 

upgrade projects. The Group has reduced the cost level substantially throughout the organisation and is 

well positioned to take part in the market recovery.  

 

Risks and uncertainties  

 

Factors that, in the Group’s view, could cause actual results to differ materially from the outlook 

contained in this report are the following: volatile oil and gas prices, competition within the oil and gas 

services industry, changes in client’s spending budgets and developments in the financial markets and 

within the Group. Furthermore, as the Group’s fully owned fleet consists of only four units, any 

operational downtime or any failure to secure employment at satisfactory rates will affect the Group’s 

results more significantly than for a group with a larger fleet. 

The substantial reduction in market capitalisation for the oil and gas service providers has led the   

financial institutions to focus on contract backlog as the major criteria for debt financing. The market for 

rig financing is still challenging and additional funding sources may not be available to the Group in the 

future for refinancing existing facilities as they mature.  

The uncertainties and volatility in today’s financial markets represent a risk for the Group with respect 

to funding, and hence the going concern principle, should these market conditions continue over time.  

The market outlook and contract situation for the Group’s mobile offshore drilling units may also affect 

covenant risk since reduced revenues from drilling operations directly affect the operating results and 

cash flow from operations. The Company monitors the total liquidity position and will take measures if 

necessary. The Group has, through the latest years, implemented cost reduction and efficiency 

improvement programs and continued its focus on capital discipline in order to improve its 

competitiveness in a challenging market. 

 

Quality, health, safety & environment (QHSE) 

  

   
 

Key figures QHSE YTD 18 FY 17

Lost time incident frequency (as per 1 million working hours)…………………………………………………0.3               0.3

Total recordable incident frequency (as per 1 million working hours)……………………………………..1.7               1.8

Sick leave (percentage)…………………...……………………………………………...…………………………………………..……………3.3               2.7

Dropped objects frequency (as per 1 million working hours)…………………………….……………………………………2.9               3.5

Number of employees……………………………………………………………….………………………………………………………………2,313          2,211        
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Hamilton, Bermuda 

24 May 2018 

 

Board of Directors of Odfjell Drilling Ltd. 

 

 

Carl-Erik Haavaldsen, Chairman  Helene Odfjell, Director   Kirk L. Davis, Director 

 

 

 

  Bengt Lie Hansen, Director      Henry H. Hamilton III, Director 
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Appendix 1: Definitions of alternative performance measures  

 
Financial utilisation  

Financial utilisation is measured on a monthly basis and comprises the actual recognised revenue for all 

hours in a month, expressed as a percentage of the full day rate for all hours in a month. Financial 

utilisation is only measured for periods on charter. 

 

EBITDA margin 

EBITDA/Operating revenue 

 

EBIT margin 

EBIT/Operating revenue 

 

Net (loss) profit 

Equal to Profit (loss) for the period after taxes 

 

Equity ratio 

Total equity/total equity and liabilities 

 

Net interest-bearing debt 

Non-current interest-bearing borrowings plus current interest-bearing borrowings less cash and cash 

equivalents 

 

Contract backlog 

The Company’s fair estimation of revenue in firm contracts and relevant optional periods for MODU and 

Platform Drilling measured in USD - subject to variations in currency exchange rates.  
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