Half year results

2017

Amsterdam, 3 Aug 2017

Highlights HY 2017
 Slower than anticipated bottoming out of offshore oil and gas market impacts results
 Strong revenue decline, though less than during last 2 years
 EBIT margin* declined to - 3.3%, mainly caused by continued price pressure in Marine
division and low utilisation at Seabed Geosolutions; marine asset integrity and land
businesses improved
 Additional measures being implemented to streamline business processes and further
reduce cost, in order to restore profitability
 Backlog bottoming out; early signs of moving into more stable environment
 Growth in building & infrastructure and power segments; non-oil and gas related activities
by now amount to 40% of Fugro’s revenue
 Significant improvement in results expected in H2 2017 compared to H1 2017

* Excluding exceptional items
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Financial highlights HY 2017

Revenue decline in line with market

Revenue

- 14.5% currency comparable
905

774

HY 2016

HY 2017

12-month backlog

Operational result under pressure

EBIT margin (before exceptional items)
0.2%

- 5.5% currency comparable

1,065

971

June 2016

June 2017

-3.3%

Cash flow seasonally low

From operating activities after investments

HY 2016

HY 2017

Well within covenant requirements

Net debt/EBITDA

< 3.0x covenant

- 44
- 66

HY 2016
excl. proceeds
asset disposals
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HY 2017

1.8 x

2.2 x

HY 2016

HY 2017
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Cost reduction and performance improvement measures - HY 2017
 Headcount reduced by 178 employees to 10,352
 Third party expenses* further reduced by 9.6% on
currency comparable basis
 Working capital per end of June improved from
15.2% to 12.6% of revenue
 Capex curtailed strongly; increase by EUR 12.4
million to EUR 43.1 million mainly due to investment
in Seabed’s Manta® nodes
 Rationalisation of operating companies progressing;
70 legal entities closed or merged into country
organisations since start of 2016

* Related to vessel charters, subcontractors and other operational costs. Excl. exceptional items.
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Cost reduction and performance improvement - additional measures
Additional measures to restore profitability
 Improve terms and conditions and (early) termination of vessel charter agreements
 Retire two older vessels in second half year
 Acquisition of REM Etive vessel, following award of 2 multi-year IRM contracts, at
significantly more beneficial financial conditions than charter renewal
 Down-manning of vessels enabled by standardisation and application of new
technologies
 Further FTE reduction and more flexible staffing to deal with seasonality
 Further streamlining of organisation by standardising work processes, further reducing
number of legal entities and consolidation of support functions into shared service
centers
In total, these improvement measures are expected to result in annualised contribution to
EBITDA of EUR 50 - 70 million, most of which will be realised in coming 12 months.
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Further benefits from strategy implementation
Additional benefits from ongoing implementation of
Fugro’s strategy
 Continued investment in innovation to develop
differentiated, higher margin services and lower
cost of operations
 Improving commercial capabilities in contracting
and pricing and further enhancing account
management
 Leveraging Fugro’s increased client centric
marine and land organisation to deliver large,
multi-disciplinary projects
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Market
Developments

Multi-market exposure
Actively targeting better balance across markets by increasing non-oil & gas business to
 Create more balanced exposure as market cycles generally differ
 Benefit from ongoing transition to renewable energy

Revenues by market segment 2015

16%

Revenues by market segment 2016
Building &
infrastructure

Building &
infrastructure

Building &
infrastructure

24%

21%
6% Pow er
2% Mining
2% Other

9% Pow er

74%
Oil & gas

Revenues by market segment HY 2017

66%
Oil & gas

11% Pow er

2% Mining
2%
Other

Oil & gas

60%

4%
1% Nautical
Mining

Nautical segment created as per 2017, addressing growth areas such as hydrography,
coastal zone mapping & infrastructure and telecom cable surveys.
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Oil and gas - supply/demand rebalancing takes longer than anticipated
 Despite OPEC agreement on production cuts until
March 2018 and larger than expected demand
growth*, oil price remains volatile and below $50
due to
 Strong growth US shale
 Ramp up of production from Libya, Nigeria and
Iran to agreed levels
 ‘17-’19 delivery of mega-projects that were
sanctioned in ’10-‘13
 This is delaying the rebalancing, lowering near-term
outlook for oil prices and visibility regarding
recovery of upstream offshore activity levels
 Offshore capex has most likely reached its trough in
2017, but only gradual improvement expected

O&G revenue (EUR 466 mn in HY 2017) per division

Land
Geoscience

6%

13%

Marine

81%

* recent publications by IEA and EIA energy agencies
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Oil and gas - growth in offshore required to fill future supply gap
 Large scale dependency on fossil fuels will only slowly disappear due to scale of energy
system and continued energy demand growth for foreseeable future
 Investment downturn has resulted in lagging reserve replacement ratios, leading to
future supply constraints
 Both shale and offshore are essential to fill future supply gap:
 Initially offshore will focus on
near-field areas to leverage
existing infrastructure

Rising demand & declining production require new investments

 Break-evens for deepwater
projects have fallen from
around $ 70 to $ 40 - 50 per
barrel, making offshore more
competitive
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Building and infrastructure - continued growth
Building
 Ample opportunities driven by overall growth of
population and world economy and high rate of
urbanisation
 Predicted construction spending growth of around
3 - 4% per year globally
 Asia and Middle East fastest growing regions
 Asia Pacific investments expected to focus on India,
Indonesia, Vietnam, the Philippines and Australia
 In Europe modest recovery predicted
 More emphasis on integrated building information,
asset data management and predictive
maintenance throughout building cycle

B&I revenue (EUR 187 mn in HY 2017) per division

Marine

9%

91%

11

Half-year results 2017

Land

www.fugro.com

Building and infrastructure - continued growth
Infrastructure


Around 5% growth anticipated in infrastructure
spend in North America and Western Europe



Around 10% growth in Asia and Middle East on
average during 2017 - 2021, with a shift from
developed to developing economies



Increasing demand for digital asset data for life
cycle management of key road and railway
infrastructure



Expected investments in large scale road and
pipeline infrastructure in US not yet materialising



Asia Pacific engaged in major transportation
construction projects to link suburbs and satellite
towns to city centers
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Power - transition to renewables gaining momentum
Offshore wind


Shift in investment towards renewable sources of
electricity generation is gaining momentum



Investment in power transmission and distribution
strong to cope with new demand, upgrades and
integration of renewable sources



Strong growth expected of European offshore wind
capacity to 25 GW by 2020 (from capacity of 14 GW at
YE 2016) and potentially >65 GW by 2030



Recent ‘zero’ subsidy bids in Germany for mid 2020’s
delivery is driving confidence



Growing interest and activity levels in US and APAC
(China, Taiwan, South Korea and Japan)
Power revenue (EUR 82 million in HY 2017) per division

Nuclear power: industry expectation of 1,000 GW of new
capacity to be added by 2050, ao in China, India and UK.
Power distribution networks: virtual world digital asset
management becoming increasingly accepted.
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53%

47%

Land
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Nautical - supportive macro-trends
Most relevant markets for Fugro
 Hydrography: charting, navigation, environmental
monitoring
 Coastal zone mapping: to govern areas for
sustainable exploitation or conservation
 Telecom cable surveys: driven by demand for
internet bandwidth and replacement of older
systems
 Site characterisation: for coastal infrastructure such
as flood protection, ports and harbours

These markets are driven by population growth,
dwindling natural resources and climate change.

Nautical revenue (EUR 31 million in HY 2017) per division

7%

93%
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Mining - commodities show gradual market recovery
 Commodity prices remain volatile, but seem to
have bottomed out
 Improving economic conditions show mining
companies are starting to reverse a four year period
of spending decline
 China and Asia will continue to play a significant
role in driving demand and commodity prices
 Demand for clean and renewable energy and
energy storage, will further drive demand for wide
range of minerals and metals
 Demand for potash fertilizer production to feed the
world’s growing population
 Challenges remain regarding metal and mineral
pricing and project lead times

Mining revenue (EUR 10 mn in HY 2017) per division

Marine

1%

99%
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LARGE PROJECTS
ACROSS THE WORLD
AND
SMART SOLUTIONS
THROUGH INNOVATION
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We provide our clients integrated solutions from data acquisition to advice
We are an independent service provider with local
presence backed by global resources and expertise.
We are involved in all phases from planning to
decommissioning in both land and marine
environments.

Acquisition
Comprehensive range of specialist data acquisition
technology and services to investigate the earth and
assets.

Analytics
Data management, processing, analysis,
interpretation, visualisation and data hosting.
Advice
Customised consulting covering a wide spectrum of
geo-engineering and asset integrity disciplines.
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Current key projects Marine
Long standing involvement
with Dutch offshore wind
farm industry

Site characterisation for
ExxonMobil’s Liza
development in Guyana

 Since 2015, various site characterisations (metocean,
geotechnical and geophysical surveys) undertaken
plus geological modelling and consultancy

 Various geophysical, consulting and geotechnical
campaigns undertaken since 2016

 At Borssele, Hollandse Kust Zuid and now also
Hollandse Kust North locations

 Local partnership and local content commitments
 Potential for future projects, e.g., relating to field
development, drill support, harbor development

 Recent award of 2-year contract for detection of
unexploded ordnance at Borssele

Mareano hydrographic
survey in Norway

Long term involvement in
Northern Mozambique

 Collection of range of high resolution data including
bathymetry, backscatter and water column imaging

 Recent completion of 5 year site characterisation
campaigns for ENI and Anadarko with complete
ground model as final result, including Coral FLNG

 Covering 15,000 square kilometres

 Potential for the future, for site characterisation and
asset integrity services, for both Marine and Land
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Current key projects Land
Çanakkale suspension
bridge, Turkey

Post-hurricane electricity
network recovery, Australia

 Integrated onshore, nearshore and offshore data,
geoconsultancy, and seismic hazard assessments to
support design of the world’s longest bridge span

 Roames solution deployed within 24 hours to
remotely inspect and model damage from cyclone
Debbie

 Data collection, analysis and interpretation conducted in
parallel, providing significant time savings for client

 Delivery of affected lines within 10 hours of surveying,
optimising recovery operations

Site characterisation for
Zuidasdok, Amsterdam
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Support of mining
development in Pakistan

 Consulting and site characterisation related to one
of Holland’s busiest highways and railway stations

 Consultancy for planning and supervision of iron ore
exploration project in different parts of Punjab

 State-of-the-art monitoring approach to assess
geotechnical risks, and soil investigation

 Integrated geological, geophysical, geotechnical,
drilling and hydrogeological services
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Smart solutions through innovation - Hydrocarbon seeps hunting
Fast, cost effective solution for determining location and chemical properties of naturally
occurring hydrocarbon seepage from sea floor.
Client benefits
Reduced exploration cost and risk
 Less seismic costs by more
focused surveys
 Reduced exploration risk through
improved identification of viable
reservoirs
Competitive differentiator
 Fugro’s unique combination of
state of the art survey vessels and
systems, subject know-how and
global track record
Track record
 Acknowledged market leader
 Executed vast majority of surveys
in all regions in past few years
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Safe & cost efficient operations
State of the Art
Pin Point
Vessels
Coring

Onboard
Geochem
analysis

Advanced data analysis
Automated
Seep
Detection

Auto
backscatter
detection

(Near) real-time information

‘Back to
Base’

Integration
Remote
Visualisation with other
client data
sets
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Smart solutions through innovation - SeaDevil
Subsea robotic system with exceptional seabed drilling
and in-situ sampling capabilities, irrespective of sea
conditions.
Client benefits
 Cost and risk reduction for offshore design and
construction by higher quality sample data and test
results
 Improved operational safety
 Reduced project duration
Competitive differentiators
 Unique functionality to directly monitor and control
sampling/testing processes running at seabed and
to interchange sampling/testing tools
 Support for multiple operations including drilling,
rock coring, CPT and in-situ testing
Track record
Successfully deployed on site characterisation projects
in the North Sea and Mediterranean.
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Smart solutions through innovation - GeoRiskPortal
Provides clients real-time access to geo-monitoring data and information.

Client benefits
Improved monitoring and assessment of risks
 During construction: enabling more rapid decision making and reduction of costs
 During life time of asset: to reduce maintenance costs, extend life time and early detection of
failure risk
Competitive differentiator
Geo-data IoT (Internet of Things) integrated in Fugro’s unrivalled geo-information database and
supported by Fugro’s consulting expertise on geo-risk management.
Track record
Portal currently provides real-time access from >2,000 sensors on 70+ projects; the Dutch
construction industries’ largest ‘IoT’ application.
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Smart solutions through innovation - Fiber optic road & traffic monitoring
Robust solution for continuous high resolution monitoring of road deformations and road use.
Client benefits
 Reduced cost of road maintenance
 Extension of road life time
 Improved traffic management
Competitive differentiator
Fugro’s FAZ Technology® fiber-optic interrogators and AmberCore ® fibre is most robust and highly
sensitive detection system available for this type of application.
Track record
Several successful trial installations in Dutch roads and highways; 7 lane monitoring system on
A15 highway scheduled for August 2017.
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Financials

Financial key take aways HY 2017


H1 2017 EBIT margin - 3.3%; Q2 margin low single
digit positive



EBITDA EUR 47 million compared to EUR 99 million



Capex EUR 43 million, up by EUR 12 million mainly
because of investment in Manta® nodes



Improved working capital as % of revenue by 2.6
percentage points to 12.6% compared to June 2016



Cash flow - EUR 66 million (to large extent
seasonal) compared to - EUR 44 million in H1 2016
(excl. proceeds asset disposals)



Net debt from EUR 351 million at YE 2016 to EUR
434 million partly as result of seasonal increase in
working capital



Net debt/EBITDA 2.2, fixed charge cover 2.3



Significant EBIT improvement expected in H2 2017
compared to H1 2017; backlog bottoming out

Financials excluding exceptional items
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Difficult oil and gas market continues to impact results
Revenue

EBIT (margin)

Capital employed

excluding exceptional items

ROCE*

Cash flow

excluding exceptional items

-14.5%

X EUR million

905
1,481

774

1,268
0.2%
1

- 44

- 25

1.5%

- 3.3%
HY 2016

HY 2017

HY 2016

HY 2017

- 2.5%
HY 2016

HY 2017

HY 2016

HY 2017

excl. proceeds
asset disposals

HY 2016

- 66

HY 2017

Revenue



Declines of 15.5% in Marine, 41.9% in Geoscience (Seabed) and 1.0% in Land (currency comparable)

EBIT (margin) excluding exceptional items



Decline at marine site characterisation activities and Seabed Geosolutions
Marine asset integrity and land businesses improved compared to prior year

Capital employed


Reduction related to lower working capital and impairments in H2 2016

Cash flow
 Decline reflects seasonal impact, lower operational results and increased capex
* NOPAT last 12 months (applying domestic weighted average tax rate); capital employed average of last three reporting periods
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Revenue decline gradually bottoming out
X EUR million

- 24.5%*
1,238

- 20.8%*
1,125
- 14.5%*
905

- 14.5%*
905

871
774

H1 2015

H2 2015

H1 2016

H2 2016

H1 2017

HY 2016

- 86

-3

Marine

Land

773

1

774

HY 2017
adjusted for
currency
effect

Currency
effect

HY 2017

- 43

Geoscience

* Currency comparable growth
27

Half-year results 2017

www.fugro.com

EBIT decline in Marine and Geoscience divisions, Land improved

excl. exceptional items
X EUR million
1

4

6

One-off operational
benefit HY 2017

10

- 10

- 11

HY 2016
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Marine

Land

One-off operational
benefit HY 2016

- 15

- 21

- 25

Geoscience

HY 2017
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Strong cost reductions, yet insufficient to offset revenue decline

excl. exceptional items
X EUR million

1

11

1
- 25

27

32

34

- 131
HY 2016

29
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Third party costs

Personnel
expenses

Depreciation
+ amorisation

Other income
and expenses

FX

HY 2017
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Additional measures to restore profitability
x EUR million

Annualised EBITDA impact
Vessels

Fleet management

Total
30 - 40

5 - 10

Head count

15 - 20

Total

50 - 70

In total, these improvement measures are expected to result in annualised contribution to
EBITDA of EUR 50 - 70 million, most of which will be realised in coming 12 months.
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Overview exceptional items
x EUR million

Marine

Land

Geoscience

Total

Onerous contract provision

(15)

-

-

(15)

Restructuring costs

(4)

(4)

0

(8)

EBITDA impact

(19)

(4)

0

(23)

-

(2)

-

(2)

(19)

(6)

0

(25)

Impairment losses
EBIT impact

 Onerous contracts provision for anticipated under-utilisation or early termination of
chartered vessels
 Restructuring costs mostly incurred for companywide headcount reductions
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Marine site characterisation business impacted by continued price
pressure; marine asset integrity business improved
Revenue

EBIT (margin)

Capital employed

excluding exceptional items

- 15.5%

467

Asset
Integrity

X EUR million

1,074

552

- 4.0%

873

- 8.0%

309

Site
Characterisation

284

- 22

- 37
243

183

HY 2016

HY 2017

HY 2016

HY 2017

HY 2016

HY 2017

Revenue 

Site characterisation revenue decreased by 24.7% at constant currencies due to continuing price pressure
Asset integrity revenue dropped by 8.2%
Overall vessel utilisation was slightly better than last year, mainly in asset integrity fleet






Site characterisation EBIT was negative and below same period last year in particular in Europe and APAC
Asset integrity EBIT near break-even and improved compared to the same period in 2016, thanks to better
results in Europe and Middle East and stable results in APAC
Some project delays and a small number of operational incidents also adversely impacted results



Decreased significantly due to impairments in H2 2016, lower working capital and currency movements




EBIT

CE
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Improved profitability of Land division with similar revenue
Revenue

EBIT (margin)

Capital employed

excluding exceptional items

Site
Characterisation

Asset
Integrity

- 1.0%

1.0%

250

246

64

56

4.9%

X EUR million
264

263

HY 2016

HY 2017

12
186

190

3

HY 2016

Revenue 


HY 2017

HY 2016

HY 2017

Site Characterisation revenue increased by 3.6% at constant currencies mainly in APAC, Middle East
and Europe
Asset Integrity revenue decreased by 14.6%, mainly as a consequence of reduced oil & gas
infrastructure activity in Australia

EBIT



Improvement reflects increased revenue in APAC, Middle East and Europe, positive impact from
restructuring in Africa and reduced losses in Asset Integrity Business line. Furthermore the division
benefited from positive one-off operational effect of EUR 6.1 million.

CE



Capital employed stable
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Results Geoscience impacted by low utilisation Seabed, despite strong
project performance
Revenue

EBIT (margin)

Capital employed

excluding exceptional items

143

- 41.9%

X EUR million
131

104
0
61
0
61

139

20.1%
0

104

Seabed

131

21

Other*
HY 2016
HY 2017
HY 2016
* Indirect interests (via Finder Exploration) in Australian exploration projects

0

0%
0

HY 2017

4

0

HY 2016

HY 2017

Revenue



Seabed: Declined by 41.9% at constant currencies with only two crews active during Q1 and one
shallow water crew during Q2

EBIT



Seabed: Break-even EBIT despite low utilisation, thanks to robust operational project performance and
further cost reductions
Seabed: Last years’ EBIT included positive one-off operational benefit of EUR 11.3 million, related to
beneficial conversion of vessel charter agreement into a lease and purchase agreement



CE
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Other: includes EUR 23.1 million for indirect interests in Australian exploration projects, fully offset by
other provisions and payables.
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Reduced finance costs

(x EUR million)

HY 2017

HY 2016

3

6

Interest expenses

(21)

(27)

Exchange rate variances

(17)

(22)

Finance expenses

(37)

(49)

Finance income

Net finance income/costs

(35)

(43)

Interest expenses
Reduced due to lower net debt and lower
average interest rates (improved debt mix)
 Interest expense on outstanding loans of
EUR 14.1 million compared to EUR 20.1
million in HY 2016
 Other expense of EUR 6.5 million related
to (accelerated) amortisation due to
voluntary early repayments on US private
placements compared to EUR 7.0 million
in HY 2016

Exchange rate variances
Mainly related to weakening of US dollar
compared to Euro.
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Reduced tax expenses
(x EUR million)

HY 2017

HY 2016

Profit before tax

(83)

(194)

Tax excl exceptional items

(11)

(3)

0

2

(11)

(1)

Tax on exceptional items
Total tax

Increase mainly driven by
 taxable profits in certain countries
 no deferred tax assets recognised in a number of
jurisdictions for current year tax losses because of
recoverability risk
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Continued good working capital performance

Working capital

Working capital improvement

(x EUR million)

HY 2017

HY 2016

Working capital

207

309

21

27

531

639

(345)

(357)

of which inventories
of which trade & other receivables

of which trade & other payables



DRO reduced to 92 mainly due to faster
invoicing and despite continuing pressure to
extend payment terms



Y-o-Y revenue decline in Q2 of 12.8%
resulted in lower trade receivables and
payables

Working capital as % of revenue
30%

Days of revenue outstanding

29%

25%
20%

17%

18%
16%

15%

15%

15%

13%
12%

10%

11%

5%

HY 13 FY 13 HY 14 FY 14 HY 15 FY 15 HY 16 FY 16 HY 17
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110
108
106
104
102
100
98
96
94
92
90

108
103

102
99

99

92

92

HY 2014 FY 2014 HY 2015 FY 2015 HY 2016 FY 2016 HY 2017
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Decline in cash flow mostly related to proceeds asset disposals last year
X EUR million
67
5

- 12
- 12

- 111
Cash flow from
operating
activities after
investing HY 2016
38

Operating CF
before change in
working capital
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Change in
working capital

Capex

Proceeds sale CGG
loan + sale & lease
back of 1 vessel

-3

- 66

Other

Cash flow from
operating
activities after
investing HY 2017
www.fugro.com

Good balance sheet ratios and strong liquidity
Debt maturity profile per June 2017
(X millions, euro equivalents)

Fixed charge cover
> 1.8x covenant

389
private placement loans
revolving credit facility

2.9

3.1

2.8

2.9

3.1

232

subordinated convertible bond

2.8

2.5

2.6

2.4

2.3

2.3
190*
22

4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17

2017

2018

0

2019

17

42

2020

2021

2022

2023

* Will be lower than EUR 190 million when bond will be (partly)
converted into equity

Net debt (X EUR million)

Net debt/EBITDA
< 3.0.x covenant

2.2

2.2

2.0

2.0

1.6

1.7

1.8

1.8

1.3

801

734
535

2.2

1.1

467
351
198

Net debt

434
277

Net debt for covenant purposes*
4Q14
4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17
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2Q15

4Q15

2Q16

4Q16

2Q17

* Difference between net debt and net debt for covenant purposes
relates to debt component of convertible bond.
www.fugro.com

OUTLOOK
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12 month backlog bottoming out

- 5.5%*

1,610
1,507
233
208

- 2.4%*

1,342

1,323

213

155

418
382
334

1,176
81

371

1,065
54

1,055
65

335

343

368

1,170
93

1.052
56

357

971
66

341
299

959

917
795

1Q15

2Q15

3Q15

797

4Q15

727

1Q16

676

647

2Q16

3Q16

720

4Q16

655

606

1Q17

2Q17

Geoscience
Land
Marine

*: Currency comparable
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12 month backlog bottoming out
12 month backlog
(x EUR million)

Currency comparable growth

2Q16

1Q17

2Q17

Site characterisation Marine

215

240

236

13.6%

2.7%

Asset integrity Marine

461

415

370

(16.6%)

(5.3%)

Marine

676

655

606

(7.0%)

(2.4%)

Site characterisation Land

251

269

230

(5.0%)

(9.9%)

Asset integrity Land

84

72

69

(15.5%)

1.9%

Land

335

341

299

(7.6%)

(7.4%)

Geoscience (Seabed)

54

56

66

25.9%

27.4%)

Total

1,065

1,052

971

(5.5%)

(2.4%)

% definite orders

67%

68%

70%
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Outlook 2017
 Backlog bottoming out
 Decrease in revenue for FY 2017, however less
severe than in H1 2017
 Significant improvement EBIT margin in H2 2017
compared to H1 2017
 Negative low single digit margin* for FY 2017
 Positive cash flow from operating activities after
investments for FY 2017 excluding purchase of
REM Etive vessel
 Continued growth in building & infrastructure,
offshore wind and mining markets, driven by
global economic growth, population growth,
urbanisation and ongoing shift towards renewable
energy

* Excluding exceptional items
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Questions?

