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Disclaimer

Some of the statements contained in this 
presentation that are not historical facts 
are statements of future expectations and 
other forward-looking statements based on 
management’s current views and 
assumptions and involve known and 
unknown risks and uncertainties that could 
cause actual results, performance, or 
events to differ materially from those in 
such statements. Such forward-looking 
statements are subject to various risks and 
uncertainties, which may cause actual 
results and performance of the Company’s 
business to differ materially and adversely 
from the forward-looking statements.

Should one or more of these risks or 
uncertainties materialize, or should 
underlying assumptions prove incorrect, 
actual results may vary materially from 
those described in this presentation as 
anticipated, believed, or expected. SBM 
Offshore NV does not intend, and does not 
assume any obligation, to update any 
industry information or forward-looking 
statements set forth in this presentation to 
reflect subsequent events or 
circumstances.
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Finance Lease Accounting: Analysts’ View
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“All year we have argued that finance lease accounting 
within SBM’s lease fleet portfolio has rendered valuation 

arguments based on the P&L as largely irrelevant.”
Barclays August 2011

“IFRS is diminishing the product’s appeal: Under IFRS, the distinction
between operating and finance leases has become harder to finesse.”

Credit Suisse November 2012
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Project Direction - Context
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• SBM’s business model is a combination of turnkey sales, construction 
and lease and operate projects, making it a challenge to model

• Finance lease accounting under IFRS adds further complexity by 
separating revenue recognition from cash flows

• Accelerated recognition of revenues, profit and equity well before any 
rents are paid by the client

• Increasing number of contracts classified as finance leases, with IASB 
intent on making all leases finance leases

• Growing concerns and complaints from investors and analysts on the 
lack of transparency in SBM’s financial disclosures
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Project Direction - Objectives
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• SBM Offshore has decided to extend its reporting to develop an 
operating lease presentation in-line with operating cash flows

• Increasing transparency and understanding of SBM Offshore’s
performance 

• Disclosure of Directional Backlog and Directional Income Statement as 
part of the Financial Review
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Finance Lease Accounting: A Growing Issue
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IFRS: IAS 17 Finance Leases
• Definition: A lease that transfers substantially all the risks and rewards 
incidental to ownership of an asset. Title may or may not eventually be 
transferred.

• Critical criteria: 

 is the lease term for the major part of the economic life of the asset?
It’s a Finance lease even if title is not transferred (case 10c in IAS 17 standard)
 are the leased assets of such a specialised nature that only the lessee can 

use them without major modifications? (case 10e in IAS 17 standard)
Does the NPV of lease income substantially equal the fair value of the asset?

(case 10d in IAS 17 standard)

• If one or several conditions is met classify as finance lease

9
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IFRS: IAS 17 Finance Leases
• Under IFRS, leasing an asset to a lessee under finance lease rules is like 
selling the asset, and giving the buyer a purchase financing arrangement.

• SBM constructs the assets it leases as part of its own project 
development activities (Turnkey Segment)

• As a result, SBM reports revenue and profit on the ‘sale’ during the 
construction period before rents have been invoiced to or paid by the 
client. Turnkey Segment Revenue = NPV(bareboat) 

• During the lease period, SBM reports revenue and profit on financial 
interests associated with financing arrangement 
L&O Segment Revenue = financial interests of the financing arrangement
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Contract Assumptions
• Capex: US$ 1 bn

• Financing: 40% Equity- 60% Debt 

• Cost of debt: 6%

• Lease contract duration: 20 years

• Construction: 2 years

• Project WACC:10%

• Ownership:100%
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Operating Lease vs. Finance Lease
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Consequences

• Total disconnect between P&L revenues and cash inflows

• Change of reporting segment: finance lease contracts are reported in 
Turnkey Segment during construction as transaction is considered a 
direct sale under IAS 17 and in Lease & Operate upon first oil:

Higher level of revenues and margins recognised upfront during construction 
period while the FPSO has yet to be commissioned 

Lower revenues and EBITDA recognition during the lease period (client pays 
full day-rate, but only the financial interests associated with the financing 
arrangement are recognised as revenues and EBITDA)

15
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Previous Steps to Clarify Lease Accounting
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• Bottom up approach: SBM explained finance lease accounting in 2010 at 
the vessel level to analysts and shareholders

• Workshop in September 2010 with analysts

• Top-down approach: Since 2011,  disclosure of turnover recognised with 
respect of Finance Leases in Turnkey and in Lease & Operate Segments

• February 2013: Directional Backlog as of 31 December 2012 disclosed 

• May 2013: Directional Backlog as of 31 March 2013 disclosed
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Directional Reporting

Principles
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Directional Philosophy 

Directional Reporting
+

IFRS Adjustment
=

IFRS 
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IFRS Scope Existing Contracts

20

Lease Contracts FPSO under Construction FPSO in Lease Period

Reported as 
Finance Lease 

contracts

FPSO N’Goma
FPSO Cdde de Paraty

FPSO Cdde de Ilhabela
FPSO Cdde de Marica

FPSO Cdde de Saquarema

FPSO Saxi
FPSO Mondo
FPSO Aseng

Reported as 
Operating Lease 

contracts

Deep Panuke

FPSO Cdde de Anchieta
FPSO Capixaba

FPSO Espirito Santo
FPSO Brasil

FPSO Marlim Sul
FPSO Kikeh
FPSO Kuito

Thunderhawk
Yetagun
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Impact of Directional Reporting 
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Directional Reporting Golden Rules 

• Directional reporting is an additional disclosure to IFRS reporting

• Directional reporting assumes all lease contracts under the

Operating lease standard 

• Directional reporting is limited to restating revenue and operating income; 
no balance sheet restatements will be made

• Directional reporting to be included in the Financial Review and subject to 
external audit review

22

Directional reporting provides Turnkey and Lease & Operate Segments 
figures allowing sector wide comparison
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Directional Reporting Process 

• For all lease contracts: calculation of an operating lease contract P&L

• Revenue, gross margin and backlog stated according to operating lease 
classification

• Revenue in-line with contracts invoicing

• Directional reporting to be included in the Financial Review and subject to 
external audit review

23
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Financial Market Authority Acceptance?

• Companies must report fully compliant IFRS results

• Companies can provide additional disclosures to improve investor 
understanding

• Precedents exist where non-IFRS disclosures take the lead

24
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Directional Reporting

Financials
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• Capex: US$ 1bn
• Financing: 40% Equity - 60% Debt 
• Cost of debt: 6%

• Lease contract duration: 20 years
• Construction: 2 years
• Finance lease contract

• Project WACC:10%
• Ownership: 100%

26

Assumptions Example #1
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Example #1- 100% SBM
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Assumptions Example #2

• Capex: US$ 1bn
• Financing: 40% Equity - 60% Debt 
• Cost of debt: 6%

• Lease contract duration: 20 years
• Construction: 2 years
• Project WACC: 10%
• Finance lease contract

• Ownership: 60% SBM
• Consolidation based on joint operation of the JV
• Sale price to JV: US$ 1.1bn

28
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Example #2 - With 40% JV Partners
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Benefits of Directional View
• Turnkey Segment becomes a pure construction business. Revenues and 
Gross Margin consist of:

Direct sales contracts (FPSO OSX2, Prelude Turret, Quad Turret…)

Sales to JV partners (FPSO Cdd de Ilhabela, FPSO N’Goma, FPSO Cdd de 
Marica and Saquarema)

• Lease and Operate Segment becomes a pure long term cash business. 
Revenues and Gross Margin consist of:

SBM’s share of Lease and Operate contracts (Bareboat + OPEX)

30

EBIT and EBITDA ratios make sense
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Directional Backlog as of 31/03/2013
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• US$ 2.1bn revenues already booked under IFRS, but still to be invoiced 
• US$ 5.3bn revenues not yet invoiced to clients under Lease & Operate 
Segment 

• US$ 3.2bn anticipated revenues without concurrent cash inflows under 
Turnkey Segment 

Revenues for FL contracts under 
construction

Revenues already booked in 
Turnkey
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Directional Backlog: Future Cash Inflows
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Turnkey

US$ 23.2bn

US$ 19.3bn

US$ 3.9bn
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Directional P&L - FY 2012 Unaudited
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Directional P&L - Underlying FY 2012
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Visible Impact

In US$ mln- 2012 IFRS view Directional view
Revenue Lease & Operate $932 $977
Revenue Turnkey $2,763 $2,129

EBITDA $698 $639

EBIT (underlying) $550 $432

Earnings per share 
(underlying) in US$

$2.08 $1.57

P/E ratio year-end 6.66 8.86
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The Way Forward

• Disclosure of Directional P&L statement and Backlog for H1 2013 and H1 
2012 on August 7 with Half-Year results

• 2013 IFRS revenue outlook already provided, however both measures 
will be reported

• 2013 transition period to promote Directional reporting as the main 
indicator for Company performance and variance analysis

• 2014 guidance for Directional results

• Future dividend policy derived from Directional results
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Q&A Session
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Key Takeaways

• Directional Turnkey results are consistent, linked to cash inflows and 
comparable to EPC peers 

• Directional Lease and Operate results are aligned with cash inflows

• SBM outlook and dividend policy will be based on the directional view
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Thank You!
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Notes


