


Agenda Q4 Earnings Release & Capital Markets Day

Time Topic

09:00
PGS and 2019 market perspectives
Rune Olav Pedersen, President & CEO

09:25
Q4 2018 results and CMD financials
Gottfred Langseth, EVP & CFO

10:00 Q&A

10:15 Coffee break

10:30
Sales & Imaging
Nathan Oliver, EVP Sales & Imaging

10:50
New Ventures
Berit Osnes, EVP New Ventures

11:10
Operations & Technology
Per Arild Reksnes, EVP Operations & Technology

11:30
Concluding remarks
Rune Olav Pedersen, President & CEO

11:35 Q&A

11:50
Lunch

-2-



ÁThis presentation contains forward looking information

ÁForward looking information is based on management 

assumptions and analyses

ÁActual experience may differ, and those differences may be material

ÁForward looking information is subject to significant uncertainties 

and risks as they relate to events and/or circumstances in the future 

ÁThis presentation must be read in conjunction with the press release 

for the fourth quarter and preliminary full year 2018 results, as well as 

other financial statements and the disclosures therein
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Cautionary Statement



Capital Markets Day 
Oslo, January 31, 2019

Rune Olav Pedersen
President & CEO



2018 Highlights
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Revised PGS strategy
ÁProfitability and cash flow

ÁConservative approach to balance sheet

ÁStrong focus on MultiClient

Improving MultiClient Performance
ÁRecord MultiClient late sales

Á Increasing investment

ÁDiverse client base 

Became cash flow positive after debt servicing ÁDelivered on key target for 2018

ÁFirst year with new organization

PGS - the only full service provider
ÁMeeting clients needs in all aspects 

of towed streamer seismic 

ÁFlexible business models with tailored solutions

Centralized, Simplified & Streamlined 
ÁCompleted reorganization process 

ÁSold OptoSeis to GeoSpace

ÁOperated a flexible fleet of vessels



Achieved Positive Cash Flow After Debt Amortization in 2018

ÁRevenues in 2018 were in line with 

2017, despite significant idle time 

ï Record high MultiClient late sales

ÁDelivered on key KPI for 2018 of 

becoming cash flow positive after 

debt amortization 

ÁCash flow generation expected to 

increase in 2019

ï Lower debt repayments 

ï Improving market fundamentals
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Sales & Services Split in Two:

New Ventures and Sales & Marketing

ÁFormer EVP Sales & 

Services, Sverre 

Strandenes retired from 

PGS by year-end 2018
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President & CEO 

Rune Olav Pedersen

EVP New Ventures 

Berit Osnes

EVP Sales & Imaging

Nathan Oliver 

EVP Operations & 
Technology  

Per Arild Reksnes

EVP & CFO

Gottfred Langseth

ÁSales & Services divided in two;

ï New Ventures is responsible for all new 

and ongoing MultiClient projects

ï Sales and Imaging promotes, markets 

and sells MultiClient data library, contract 

acquisition and imaging solutions

ÁBerit Osnes and Nathan 

Oliver are recruited 

internally



PGS Strategy:

Marine Seismic Market Leadership Through Full Service Offering
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Financial Strategy

Profitability before growth 

Return on Capital Employed

Capital structure 

to sustain future downturns

Business Strategy

MultiClient focus

4D leadership 

Reduce turnaround time 

Joint acquisition and imaging approach

R&D focus on imaging and acquisition solutions

Leveraging PGS fleet productivity and technology

Leveraging digitalization to improve efficiency and reduce cost 



Market Perspectives:

GDP Growth Expected to Continue ïCurrent Macro Uncertainty
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ÁThe current macro environment 

is uncertain

ï Length of upcycle experienced 

since the financial crisis

ï Result of US ïChina trade 

negotiations

ï Impact on world growth and 

energy demand

ÁWorld GDP expected to double by 

2040 and growth rate likely to be 

similar as for the last 25 years

ï Driven by increased prosperity in 

the developing world 

Source: ExxonMobil 2018 Outlook for Energy 
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Market Perspectives :

Energy Demand Continues to Increase
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ÁOil and gas demand expected to grow 

annually from 2010 to 2040

ÁOil and gas accounts for a majority of 

energy demand and is also expected to 

be the dominant energy source in 2040

ÁDecline rates from producing field is 

significant and increased shale 

production is not enough to compensate

ï Offshore exploration and production has 

to increase

Sources: Top graph from BP Energy Outlook 2018 (Evolving Transition scenario); Bottom graph from ExxonMobil 2018 Outlook for energy: a view to 2040

**Includes wind, solar, geothermal, biomass and biofuels.
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Market Perspectives:

Oil Companies Cash Flow Supports an Improving Seismic Market
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ÁOil companies generate significant cash 

flow despite oil price correction

ï They are expected to continue strong 

cash generation in 2019 and 2020

ÁOil price declined during latter part of 

2018

ï Have recovered from the 50s and is 

expected to increase further 

Source: FactSet and SB1 Markets. Included in sample are ENI, BP, Total, Repsol, Chevron, Exxon and ConocoPhillips.
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Market Perspectives:

E&P Spending Expected to Increase in 2019 ïAlso Offshore
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ÁTotal 2019 E&P spending expected to 

continue to increase, compared to 2018 

spending level

ÁLarger incremental increase for offshore 

spending than overall E&P spending

ÁContinued CAPEX discipline to be 

expected

Source: Average estimates from E&P spending reports published by Barclays, DNB, Pareto Securities and SB1 Markets. 
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Market Perspectives:

Seismic ïEarly Cycle Indicator with Potential for More

13

ÁFor the second consecutive year seismic 

spending has increased Y-o-Y

ÁMultiClient has already benefitted, while 

contract activity has lagged

ÁContract market trends

ï Higher activity

ï Higher prices

ï Increased share of 4D

ÁExpect contract pricing to be materially 

higher in 2019 vs. 2018

*Accumulated revenues for PGS, TGS, CGG, Spectrum and Polarcus. Preannounced numbers for the first four companies and based on consensus for Polarcus.

**Average of estimates from Barclays, DNB and Pareto Securities E&P spending reports.

Source: Rystad Energy and Nordea.
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2019 Marine Seismic Supply Expectations
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Á Average streamer capacity in 2019 is 

close to 50% lower than average 

streamer capacity in 2013

Some competitors will add capacity and 

others will remove capacity in 2019

Expect 2019 supply to stay flattish vs. 

2018  

Á Flexible winter capacity will cause 

seasonal supply swings

Supply/demand balance expected to improve in 2019
Source: PGS internal estimates. 
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2019 Guidance 

ÁGroup gross cash cost of ~USD 550* million, excluding deferred steaming 

ÁMultiClient cash investments ~USD 250* million 

ï More than 50% of 2019 active 3D vessel time allocated to MultiClient

ÁCapital expenditures of ~USD 85 million

-15-
*Adoption of IFRS 16 from January 1, 2019 results in a reduction of gross cash cost of approximately USD 50 million compared to 2018, partially offset by a reduction in capitalized MultiClient cash investment 

expected to be approximately USD 20 million. See Note 16 of the Q4 and preliminary full year 2018 results earnings release for more details. 



Summary
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ÁAchieved key KPI for 2018 of positive cash flow 

after debt servicing

ÁRecord high MultiClient late sales in 2018

ÁSeismic market in recovery 

ï Improving cash flow and increasing 

offshore CAPEX among oil companies

ï Expected to continue in 2019

ÁPGS will focus on profitability, return on capital employed and 

reposition the capital structure to sustain future downturns

ÁWill focus on the MultiClient business, improve 4D position 

and image what we acquire

Taking leadership position through fully integrated offering



Q4 and Preliminary Full Year 2018 Results
Oslo, January 31, 2019



ÁThis presentation contains forward looking information

ÁForward looking information is based on management 

assumptions and analyses

ÁActual experience may differ, and those differences may be material

ÁForward looking information is subject to significant uncertainties 

and risks as they relate to events and/or circumstances in the future 

ÁThis presentation must be read in conjunction with the press release 

for the fourth quarter and preliminary full year 2018 results and the 

disclosures therein
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Cautionary Statement



ÁQ4 Segment Revenues of USD 245.2 million

ï EBITDA of USD 154.5 million

ÁFull year Segment Revenues of USD 834.5 million

ï EBITDA of USD 515.9 million

ÁGrowing the MultiClient business

ï 22% revenue growth Y-o-Y

ï Record late sales of USD 371.9 million

ï MultiClient investments of USD 277.1 million 

ÁTotal leverage ratio reduced to 2.58:1

ÁAgreement to sell Ramform Sterling

-19-

2018 Highlights:

MultiClient Revenue Growth



Financial Summary
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Segment Revenues Segment EBITDA*

Segment EBIT** Cash Flow from Operations

*EBITDA, when used by the Company, means EBIT excluding Other charges, impairment and loss/gain on sale of long-term assets and depreciation and amortization as defined in Note 14 of the Q4 2018 earnings release. 

**Excluding impairments and Other charges.
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* For definition of Segment Reporting numbers see Note 14 of the unaudited fourth quarter 2018 results, released on January 31, 2019. 

The accompanying unaudited financial information has been prepared under IFRS. This information should be read in conjunction with the unaudited fourth quarter 2018 results, released on January 31, 2019.

Consolidated Key Financial Figures

Q4 Q4 Full year Full year 

USD million (except per share data) 2018 2017 2018 2017

Profit and loss numbers Segment Reporting*

Segment revenues 245.2 235.9 834.5 838.8

Segment EBITDA 154.5 122.8 515.9 374.1

Segment EBIT ex. Impairment and other charges, net 47.9 (24.5) 36.3 (147.1)

5

Profit and loss numbers As Reported under IFRS 15

Revenues 269.8 235.9 874.3 838.8

EBIT 26.3 (159.2) 39.4 (383.6)

Net financial items (31.1) (32.3) (87.3) (84.5)

Income (loss) before income tax expense (4.8) (191.5) (47.9) (468.2)

Income tax expense (18.7) (3.3) (40.0) (55.2)

Net income (loss) to equity holders (23.5) (194.8) (87.9) (523.4)

Basic earnings per share ($ per share) ($0.07) ($0.58) ($0.26) ($1.55)

Other key numbers

Net cash provided by operating activities 117.3 84.3 445.9 281.8

Cash Investment in MultiClient library 40.2 54.0 277.1 213.4

Capital expenditures (whether paid or not) 16.1 23.4 42.5 254.5

Total assets 2,384.8 2,482.8 2,384.8 2,482.8

Cash and cash equivalents 74.5 47.3 74.5 47.3

Net interest bearing debt 1,112.8 1,139.4 1,112.8 1,139.4
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MultiClient pre-funding MultiClient late sales Pre-funding as % of MC cash investments

Á Low vessel utilization negatively impacting acquisition driven revenues

Á Total Segment MultiClient revenues of USD 197.8 million

ï Pre-funding revenues of USD 34.2 million

ï Pre-funding level of 85% on USD 40.2 million of MultiClient cash investment

ï Late sales revenues of USD 163.6 million

Á Contract revenues of USD 41.0 million
-22-

Contract revenues Segment MultiClient revenues

Targeted pre-funding level 80-120%
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Q4 2018 Operational Highlights
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Segment MultiClient Revenues per Region

23

ÁQ4 2018 pre-funding revenues driven by 

North America

ÁLate sales revenues dominated 

by Europe and South America



Seismic Streamer 3D Fleet Activity in Streamer Months:

Vessel Utilization* 

Á37% active vessel time 

in Q4 2018
ï Two (of eight) 3D vessels warm 

stacked over the winter season

ï Significant idle time due to 

project delays

ÁWill incur some idle time 

in Q1 2019
ï Primarily due to changes to 

a project in South America

-24-* The vessel allocation excludes cold-stacked vessels. 
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Order Book

ÁOrder book of USD 163 million at 
December 31, 2018

ï Impacted by changes to the large 
contract in South America

Á3D vessel booking for next three 
quarters of 40 vessel months*

ï Q1 19: 17 vessel months

ï Q2 19: 16 vessel months

ï Q3 19:   7 vessel months

ÁExpect strong utilization in Q2/Q3

ï High bidding activity for contract 
work

ï Significant planned MultiClient 
projects for the North Atlantic 
summer season not included in 
booking

-25-
*As of January 28, 2019. 
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*Gross cash costs are defined as the sum of reported net operating expenses (excluding depreciation, amortization, impairments, deferred steaming and Other charges) and the cash operating costs capitalized as investments in the MultiClient library as well as capitalized development costs.

Following the reorganization of PGS, effective January 1, 2018, more office facility and sales costs are classified as ñSelling, general and administrative costs.ò 

Group Cost* Focus Delivers Results
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ÁGraph shows gross cash 

costs excluding the effect 

of steaming deferral

ÁQ4 2018 gross cash costs 

sequentially lower

ï Down to six operated vessels 

from October

ï Cost impact of standby/idle 

time

Full year 2018 gross cash costs ended at USD 601.6 million
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Consolidated Statements of Cash Flows Summary

ÁQ4 2018 cash flow from operating activities of USD 117.4 million

ï Strong improvement of Q4 and full-year 2018 compared to 2017

ï Includes payment of severance and other restructuring provisions of USD 2.8 million 

in Q4 (USD 36.0 million for the full year)
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The accompanying unaudited financial information has been prepared under IFRS. This information should be read in conjunction with the unaudited fourth quarter 2018 results released January 31, 2019.

Q4 Q4 Full year Full year 

USD million 2018 2017 2018 2017

Cash provided by operating activities 117.4                 84.3                    445.9                 281.8                 

Investment in MultiClient library (40.2)                  (54.0)                  (277.1)                (213.4)                

Capital expenditures (12.1)                  (14.8)                  (48.0)                  (148.8)                

Other investing activities (4.9)                     53.0                    (25.0)                  62.1                    

Net cash flow before financing activities 60.2                    68.5                    95.8                    (18.3)                  

Financing activities (30.0)                  (45.2)                  (68.6)                  3.7                      

Net increase (decr.) in cash and cash equiv. 30.1                    23.0                    27.2                    (14.5)                  

Cash and cash equiv. at beginning of period 44.4                    24.2                    47.3                    61.7                    

Cash and cash equiv. at end of period 74.5                    47.2                    74.5                    47.2                    



-28-The accompanying unaudited financial information has been prepared under IFRS. This information should be read in conjunction with the unaudited fourth quarter 2018 results released on January 31, 2019.

ÁLiquidity reserve of USD 159.5 million

ï In September the RCF was reduced from USD 400 million to USD 350 million in accordance with the extension and 

amendment of the facility agreed in November 2016

ï 2018 Senior Notes (USD 26 million) repaid in December

ÁBalance sheet restated January 1, 2018 due to IFRS 15

ï Carrying value of MultiClient surveys in progress increased by USD 155.7 million 

ï Accrued revenues and other receivables decreased by USD 70.9 million, and deferred revenues increased by USD 160.1 

million

ï Shareholdersô equity decreased by USD 75.3 million

December 31 December 31 Opening balance 

USD million 2018 2017 01.01.2018

Total assets 2,384.8 2,482.8 2,567.6

MultiClient Library 654.6 512.3 668.0

Shareholders' equity 721.8 879.5 804.2

Cash and cash equivalents (unrestricted) 74.5 47.3 47.3

Restricted cash 43.2 43.2 43.3

Liquidity reserve 159.5 257.3 257.3

Gross interest bearing debt 1,227.3 1,229.5 1,229.5

Net interest bearing debt 1,112.8 1,139.4 1,139.4

Balance Sheet Key Numbers



Q4 and Preliminary Full Year 2018 Results
Oslo, January 31, 2019



Financial Review ïOutline
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ÁIFRS 16

ÁFinancial strategy

ÁDebt overview and maturities

ÁSale of Ramform Sterling

ÁCash flow

ÁCost 

ÁCAPEX

ÁMultiClient investment

ÁTax

ÁForeign exchange



ÁWill be implemented effective January 1, 2019 ïNo restatement of historical periods

ï Implementation effect recorded as an adjustment to the January 1, 2019 Balance Sheet

ÁLeasing arrangements are reported as assets (and depreciated over the lease term) and debt 

(with payments being reported as interest cost and installments)

ÁPGS will

ï Recognize assets and liabilities for all leases with a term of more than 12 months

ï Exclude the service element

31

Date Lease liability

1.1.2019 ~$238M

1.1.2020 ~$196M

1.1.2021 ~$151M

1.1.2022 ~$115M

1.1.2023 ~$78M

1.1.2024 ~$45M

Estimated lease liability based 

on existing agreements

Estimated 1 January 2019 Balance 

Sheet impact

Caption Impact

Property and equipment + ~$202M

Accrued expenses - ~$27M

Short term debt +   ~$42M

Long term debt + ~$196M

Shareholdersô equity- ~$9M

Estimated 2019 P&L impact

Caption Impact

Red. gross cash costs ~$50M

Incr. depreciation ~$40M

Incr. interest expense ~$15M

Red. cash investment in 

MC library

~$20M

Incr. capitalization of 

depreciation 

~$16M

Increased EBITDA ~$30M

Composition of 1 January 2019 

lease liability 

GBP

NOK

USD

Vessels Offices/other

IFRS 16 ïAccounting for Leases



32

Profitability before 

growth

Focus on profitability and 

cash flow

Debt reduction prioritized 

over growth

Return on Capital 

Employed

ROCE targeted to be 

higher than cost of capital 

over the cycle

Capital structure to 

sustain future downturns

Debt reduction from cash 

flow in an improving market

Targeting a net debt level 

not to exceed USD 500-600 

million*)

Competitive Return on Capital ïLower Financial Leverage

*) Amount does not include debt relating to capitalized leases (Ref. IFRS 16). The target, including debt relating to leases, is net debt level not to exceed USD 700-800 million

Financial Strategy



Debt and facilities as of December 31, 2018:
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Long-term Credit Lines and 

Interest Bearing Debt  

Nominal 

Amount

Total 

Credit 

Line 

Financial Covenants 

USD 400.0m TLB, due March 

2021 

Libor (minimum 0.75%) + 250 bps

USD 

381.0m

None, but incurrence test: total 

leverage ratio Ò3.00x*

Revolving credit facility 

(ñRCFò), due September 2020

Libor + margin of 325-625 bps 

(linked to TLR) + utilization fee

USD 

265.0m

USD 

350.0m

Maintenance covenant: total 

leverage ratio

3.50x Q4-18, thereafter reduced 

by 0.25x each quarter to 2.75x 

by Q3-19

Japanese ECF, 12 year with 

semi-annual instalments. 50% 

fixed/ 50% floating interest rate

USD 

369.3m

None, but incurrence test for loan 

3&4: 

Total leverage ratio Ò3.00x* and 

Interest coverage ratio Ó 2.0x*

December 2020 Senior Notes, 

coupon of 7.375%

USD 

212.0m

None, but incurrence test:

Interest coverage ratio Ó 2.0x*

*Carve out for drawings under ECF and RCF
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Debt maturity profile:



Solid Headroom to Maintenance Covenant

ÁSharp reduction of Total Leverage Ratio 
(ñTLRò) during 2018

ï Significant headroom to required level

ÁTLR of 2.58:1 as of December 31, 2018, 

compared to 3.67:1 as of December 31, 2017

ÁExpect TLR to reduce further in 2019 with 
good compliance headroom

ÁTLR calculation not impacted by IFRS 16
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Sale of Ramform Sterling 

35

ÁIn process of completing sale of Ramform Sterling to JOGMEC, 
including a service agreement of up to 10 years with annual 
renewals

ÁVessel sales agreement signed

ï To be delivered April 2019

ÁSales price of ~USD 100 million, excluding streamers

ï Significant 2019 cash flow contribution with ~75% to be paid at 
delivery

ï Price exceeds net book value, supportive for vessel valuations

ÁRamform Vanguard will be reintroduced from summer 2019 to 
maintain operated fleet size


