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TOTALhas announced that it will be
drilling for gas at theNorvag gas field,
about 200miles aboveHammerfest, in
partnershipwithDetNorskeOljeselskap
and others,writes Barry Parker.

Thewellwill be the firstwithin a
concession awarded in theNorwegian
PetroleumDirectorate’s 20th licensing
round, one of nine in the Barents Sea.

The regionhas not beenwithout its
challenges; in recentmonths, Statoil,
employing the TransoceanPolar Pioneer
hit a drywell at a Barents field,while Eni
had also comeupdry drilling in the Lunde
field, about 30mileswest of the better
knownGoliat field.

In theNorwegian Sea, Shell plugged a
well last December after failing to strike oil
at Dalnuten,while employing theAker
Barents. That advanced semi-submersible
rigwas subsequently remobilised byDet
Norske,which has the unit at $520,000per
day until 2012, to drill at the nearby
Dovregubbenwell, which also cameupdry.

The rigwill nowbemoving on to drill at
theGullris prospect, operated byBGwith
DetNorske having a 20%stake. Gullris
shares a geological trendwith theGro field
where Shell hasmade significant oil finds.

The northern reaches of theNorwegian
Sea and the adjacent Barents Sea are again
on the radar of drilling analysts and their

peerswhopay close attention to corporate
finance. Harsh environment drilling,
alongwith ultra-deepwater drilling, is
closely intertwinedwithmoves into new
financial environments.

Bankers and investors have not been
put off by the occasional drywell. The
West Phoenix, an advanced semi-
submersiblewhich is two years into a
three-year contract to Total at a dayrate of
$530,000, is one of six rigs that hasmoved
into the newly formedNorthAtlantic
Drilling, valued at $1.7bn inmid February
after its spin-off fromSeadrill. Following
an oversubscribed private placement for
$425m, Seadrill retains a 75%stake.

To complete the picture, Aker
Exploration,which hadbeen employing
theAker Barents on charter since the
autumnof 2009,mergedwith themuch
larger DetNorske in late 2009. Almost

simultaneouslywith Seadrill’s spin-off,
AkerDrilling, owner of the rig (alongwith
the sister Aker Spitzbergen) successfully
raised $635mequivalent in a largely
institutional initial public offering,
valuing the company at slightly above
$1bn. Parent companyAker retains a stake
of approximately 43%, post IPO.

Therewill bemore demand for drilling
in harsher areas,with the results of the
Norwegian PetroleumDirectorate’s 21st
licensing round to be announced shortly.
The licensing area includes 51 blocks in
the Barents Sea, exceeding the 43 in the
Norwegian Sea.n
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PERFORMANCEof recent drilling initial
public offerings has been flat to slightly
positive.

Anders Bergland, from theRSPlatou
Markets oil services research team, told
Lloyd’s List that AkerDrillingwas issued
atNKr19 ($3.41) per share. As of Thursday
March 30 itwas trading atNKr19.8—up
more than 2.5% from its IPOprice after
trading up as high asNKr21.4.

Mr Bergland added thatNorthAtlantic
Drillingwas issued atNKr9.5 after an
adjustment for foreign exchange. He said
that the shares peaked atNKr10.75. Their
price at close of trading onWednesdaywas
NKr9.9.

JanneKvernland, oil services analyst at
Argo Securities, said: “I thinkweneed to
see higher ultra-deepwater rates beforewe
see a run in the share price.” She added:
“Other triggers are new contracts or
consolidation news in the sector, for
instance.”

Mr Bergland emphasised: “The
investor appetite for rig exposure appears
to be very strong, andwedonot rule out
that there is stillmore to comewithin the
offshore segment.”

EgleDomataite, offshore team leader at
TerraMarkets, said: “I amaware that there
are plans to list Pacific Drilling, a company
with six newultra-deepwater drillships,
five of themyet to be delivered.”

Mr Bergland and a colleague at RS
PlatouMarkets, HermanHildan, issued a
“Buy” recommendation on SevanMarine,
whichwillmaintain its existing floating
production, storage and offloading vessels
business (including a unit to be deployed
at Goliat)while owning 20%of a planned
spin-off of its ultra-deepwater drilling
assets as SevanDrilling.

In their report, they estimated an all-in
cost of $570m (figuring in a return on the
equity component, in addition to the
announced $525m), for each of two
newbuilding rigswhich they characterised
as “…a 5%discount to the alternative”.
The analysts argue for a valuation of the

SevanDriller and SevanBrasil at $650m
each and said that they expected other
counterparties besides Petrobras to
consider the benefits of the cylindrical
hulls.

The objective of spin-offs, ultimately, is
to increase shareholder value in the initial
entity. In this exercise, the sale to investors
of newSevanDrilling shares is coupled
with the sale of shares ownedby Sevan
Marine. It is this “sell-down” of owned
shares that brings in cash. TheRSPlatou
analyst teamexpects the sell-down to be
worth approximately $160m-$170m. Sevan
Marine’s financial balance sheetwould be
further enhanced by aholding of 20%
interest in SevanDrilling (reckoned to be
worth approximately $129mafter the dust
settles). In their report, the Platou team
thoroughly dissected Sevan’s highly
complicated debt structure, and estimated
debt tied to the SevanMarine FPSO

business to have been some$930mat the
end of last year.

MsDomataite, fromTerraMarkets,
captured the big picture viewof the Sevan
transaction, explaining to Lloyds List:
“Sevan is underpriced, inmy view, on both
an absolute basis and relative to its peers.
The business split could unlock some
value on the company, as both entities
(FPSOandDrilling)would have a specific
focus area andbecome easier takeover
targets.”

She also commented that the cycle of
listings, and then consolidation,would
benefit underpriced companiesmost,
“and I see Sevan as such”.

When asked about the potential for
similar deals, JanneKvernland, fromArgo
Securities, said: “Iwould say that
Transocean andMaersk are the only
playerswith a fleet big enough tomake it
sensiblewith a spin-off like this at the

moment.” She added: “I do not think that
it is very likely in the short term.”

MsKvernland talked about other types
of spin-offs,mentioning “region-wise”
spin-offs, for example, in Brazil.

She also talked about “asset-based”
spin-offs, noting that: “Transocean, for

instance, considers to spin off older parts
of its fleet. I thinkwemay seemore of that,
too.”

In the same vein, she described
situations inwhich the spin-off a jack-up
fleet could create a totally new company.n
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EQUIPMENTowners aremustering
financial resources to support outsized
capital expenditure programmes for
harsh environments or ultra-deepwater.

InAker’s case, cash flows from the
harsh environment semi-submersibles
provide the platformas the company
gears up forworldwide ultra-deep
growth.

AkerDrilling has placed orderswith
Daewoo Shipbuilding andMarine
Engineering for twoultra-deepwater
drillships, expected to cost around
$600m each, for delivery in late 2013.
Options, to be declared during the course
of this year,would provide for
construction of two additional drillships,
to be delivered in 2014 and 2015, if
exercised.

In conjunctionwith its February initial
public offering, AkerDrilling raised
NKr1.5bn ($268.1m) in an offering of

unsecured high-yield bondsmaturing in
February 2016, a timewhenAkerDrilling
cash flows could be substantial.
Simultaneously, a newNKr900m
banking facilitywas agreed, refinancing
an existingNKr600mbank credit. After
the dust settled on the Sources andUses
of Funds statements, AkerDrilling is able
to fund its requisite 25%deposits on the
two firmDSMEdrillships (which, unlike
the semi-submersibles, are not suitable
for harsh environments).

SevanMarine, best known for its
cylindrical drilling units and FPSOs,will
keep its three existing production units
and three newbuildings, including one to
be deployed by Eni at theGoliat field,
while the drilling unitswill be joining the
spin-off club. Lastweek, it announced a
likely public share offering inApril that
will create a new company, SevanDrilling,
for its ultradeepwater drilling assets.

SevanMarine (the present owner)
already has one ultra-deepwater round
rig, SevanDriller, on a six-year charter to
Petrobras, at $402,000 per day. A second
unit is scheduled to deliver in the second
quarter of 2012, to begin a charter to the
Brazilian oil giant at a numberworking
back to $442,000per day. The second
unit, to be namedSevanBrasil, will also
be drillingwith a six-year duration.

At the same time that SevanMarine
revealed the IPO intentions, it also
announced a Letter of Intent for building
twonew cyclindrical drilling rigs at the
CoscoNantong yard,which the company
saidwere priced at $525meachwith
deliveries in the last quarter of 2014 and
third quarter of 2015. As is customary,
optionswere granted for an additional
twounits. These newbuildings (and
optional units, if declared)will also go
into the new company.

The IPO, expected to be $350m,will
see newSevanDrilling shares issued to
investors, followedby a further sell-down
of SevanDrilling shares ownedby Sevan
Marine. Cash inflows from share saleswill
funddownpayments on the twonew
units.

The newfound cashwill allowSevan
Marine, nowwith a strengthened balance
sheet, to raise additional debt finance to
support its floating production, storage
and offloading vessel construction
programme. Fitting a pattern, such
refinancing is closely tied to spinoffs.

As it announced the IPO, SevanMarine
already drewdown$480mof fresh
finance, tied to SevanDriller, whichwill
be used to pay off existing first and
secondmortgage bankdebt, and to pay
off holders of aNKr1bn bond thatwas
issued in late 2006.n
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Seven reveals April drilling IPO to raise up to $350m

Investor appetite for
drilling rig exposure
prompts spin-offs
With demand for shares
still strong, the offshore
sector looks likely to
see a variety of fresh
public offerings

BARRY PARKER — NEW YORK

One of Sevan’s cylindrical drilling units, the SevanHummingbird: SevanMarine plans a spin-off of
its ultra-deepwater drilling assets, but will keep a stake in themand also retain its FPSObusiness.

“Sevan is underpriced, in my
view, on both an absolute
basis and relative to its
peers. The business split
could unlock some value on
the company”

Egle Domataite, offshore team leader at
Terra Markets


