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REPORT ON REVIEW OF CONDENSED CONSOLIDATED INTERIM FINANCIAL
INFORMATION

To the Board of Directors and Shareholders of
QGOG Constellation S.A.

Luxembourg

Introduction

We have reviewed the accompanying condensed consolidated interim statement of financial
position of QGOG Constellation S.A. (the “Company”) as of March 31, 2014, the related
condensed consolidated interim statement of operations, statement of comprehensive income,
statement of changes in shareholder’s equity and statement of cash flows for the three-month
period then ended, and other explanatory notes.

Management is responsible for the preparation and fair presentation of this condensed consolidated
interim financial information in accordance with International Accounting Standards 34 Interim
Financial Reporting (“IAS 34”), as issued by the International Accounting Standards Board
(“IASB”). Our responsibility is to express a conclusion on this condensed consolidated interim
financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410
Review of Interim Financial Information Performed by the Independent Auditor of the Entity
(“ISRE 2410”). A review of interim financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and, consequently, does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed consolidated interim financial information does not present fairly, in all
material respects, the financial position of the Company as of March 31, 2014, and of its financial
performance and its cash flows for the three-month period then ended in accordance with IAS 34,
as issued by the IASB.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms,
each of which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed description of the legal structure of
Deloitte Touche Tohmatsu Limited and its member firms.
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Emphasis of matter

Partnership with SBM Holding Inc. - contingent liability

Without qualifying our conclusion, we draw attention to Note 9 to the condensed consolidated
interim financial statements, which describe the uncertainty related to the outcome of the
contingent liability of the Company’s investments in associates and joint ventures held with its
partner, SBM Holding Inc. and its subsidiaries.
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DEL E; TOUCHE TOHMATSU
Audltores Independentes

Rio de Janeiro, Brazil

May 26, 2014
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QGOG CONSTELLATION S.A.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAIPOSITION AS OF MARCH, 2014

(Amounts expressed in thousands of U.S. dollars - US$)

ASSETS

CURRENT ASSETS

Cash and cash equivalents
Short-term investments
Restricted cash

Trade and other receivables
Inventories

Recoverable taxes

Deferred mobilization costs
Deferred tax assets
Receivables from related parties
Other current assets

NON-CURRENT ASSETS
Receivables from related parties
Other non-current assets
Investments

Deferred mobilization costs
Deferred tax assets

Property, plant and equipment, net

TOTAL ASSETS

Note March 31, December 31,
201¢ 201z
3 189,852 217,530
4 295,729 283,399
5 53,360 38,674
6 85,039 90,941
7 164,566 153,190
2l.a 859 1,979
12,954 14,116
21.c 1,383 153
8 619 8,011
37,992 14,898
842,353 822,891
8 288,184 237,496
514 487
9 178,656 200,850
31,406 33,740
21.c 696 58
10 4,302,960 4,201,634
4,802,416 4,674,265
5,644,76! 5,497,15

The accompanying notes are an integral part of thesedited condensed consolidated interim financaéstents.




QGOG CONSTELLATION S.A.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAIPOSITION AS OF MARCH, 2014

(Amounts expressed in thousands of U.S. dollars - US$)

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES
Loans and financings
Accrued liabilities

Payroll and related charges
Derivatives

Trade and other payables
Payables to related parties
Taxes payables

Provisions

Deferred mobilization revenues
Other current liabilities

NON-CURRENT LIABILITIES
Loans and financings
Payables to related parties
Derivatives

Deferred tax liabilities

Deferred mobilization revenues
Other non-current liabilities

TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Capital
Share premium

Transaction costs on issuance of shares

Reserves
Retained earnings

Equity attributable to the owners of the Group

Non-controlling interests

TOTAL SHAREHOLDERS'’ EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

March 31, December 31,
Note 201¢ 201%

11 692,280 609,896
12 170,637 42,920
41,937 60,554
15 38,094 40,810
30,271 27,238

8 4,663 10,302
21.b 5,812 5,051
13 7,525 7,525
27,357 25,386

63,236 34,100
1,081,812 863,782
11 2,245,433 2,393,362
8 232,096 223,013
15 32,083 37,579
21.d 4,992 5,136
57,647 63,190

6,908 6,241
2,579,159 2,728,521
3,660,971 3,592,303
16 63,200 63,200
16 766,561 766,561
16 (9,721) (9,721)
16 15,307 16,464
1,143,159 1,065,781
1,978,506 1,902,285
16 5,292 2,568
1,983,798 1,904,853

5,644,76! 5,497,15

The accompanying notes are an integral part of thesedited condensed consolidated interim financaéstents.




QGOG CONSTELLATION S.A.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF OPERAONS
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2014 BN013
(Amounts expressed in thousands of U.S. dollarS$,léxcept per share amounts)

NET OPERATING REVENUE
COST OF SERVICES

GROSS PROFIT

General and administrative expenses
Other income

Other expenses

OPERATING PROFIT

Financial income

Financial expenses

Net foreign exchange loss
FINANCIAL EXPENSES, NET
Shares of results of investments
PROFIT BEFORE TAXES

Taxes

PROFIT FOR THE PERIOD

Profit attributable to the owners of the Group
Profit (loss) attributable to non-controlling indsts

Profit per share
Basic
Diluted

Note 2014 2013
17 262,386 258,797
18 (143,766)  (151,626)

118,620 107,171

18 (11,877) (11,787)
19 97 249
19 - (1,469)
106,840 94,164

20 5,251 1,913

20 (33,200) (42,587)
20 (219) (627)
(28,168) (41,301)

9 1,237 2,088
79,909 54,951

21.e 311 145
80,220 55,096

77,378 51,986

2,842 3,110

16 0.41 0.30
16 0.41 0.30

The accompanying notes are an integral part oktheaudited condensed consolidated interim finhstasements.




QGOG CONSTELLATION S.A.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMARHENSIVE
INCOME FOR THE THREE-MONTH PERIODS ENDED MARCH 32014 AND 2013
(Amounts expressed in thousands of U.S. dollarS$)U

Note 2014 2013
PROFIT FOR THE PERIOD 80,220 55,096
OTHER COMPREHENSIVE INCOME
Items that may be reclassified subsequently toifppofoss:

Attributable to owners of the Group 16 (144) 3,883

Attributable to non-controlling interests 16 (118) 3,177

Cash flow hedges fair value adjustments 15/16 (262) 7,060

Shares of investments other comprehensive incomss)(l 9/16 (2,685) 1,394
Items that will not be reclassified subsequentlptafit or loss:

Foreign currency translation adjustments 16 1,672 613
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 78,945 64,163
Comprehensive income attributable to the owneth®{Group 76,221 57,876
Comprehensive income attributable to non-contrgllitterests 2,724 6,287

The accompanying notes are an integral part oethasudited condensed consolidated interim findstaééements.




QGOG CONSTELLATION S.A.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANES IN SHAREHOLDERS' EQUITY
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2014 BN?013
(Amounts expressed in thousands of U.S. dollarS$)U

Reserves
Share of
Cash flow investments' Foreign Equity Equity
hedges fair other currency attributable to attributable to Total

Share Transaction value comprehensive translation  Retained the owners of non-controlling shareholders'
Note Capital premium costs Legal adjustments income (loss) adjustments earnings the Group interests equity

BALANCE AS OF DECEMBER 31, 2012 55,632 470,487 - - 3,395 (23,311) 18,432 759,462 1,284,097 (1,356) 1,282,741
Profit for the period - - - - - - - 51,986 51,986 3,110 55,096
Other comprehensive income for the period 16 - - - - 3,88 1,394 613 - 5,890 3,177 9,067
Total comprehensive income for the period - - - - 3,883 1,394 613 51,986 57,876 6,287 64,163
Legal reserve 16 - (5,683) - 5,683 - - - - - - -
BALANCE AS OF MARCH 31, 2013 55,632 464,804 - 5,683 ‘B27 (21,917) 19,045 811,448 1,341,973 4,931 1,346,904
BALANCE AS OF DECEMBER 31, 2013 63,200 766,561 (9,721) 5,683 5,553 (7,009) 12,237 1,065,781 1,902,285 2,568 18964
Profit for the period - - - - - - - 77,378 77,378 2,842 80,220
Other comprehensive income for the period 16 - - - - {144 (2,685) 1,672 - (1,157) (118) (1,275)
Total comprehensive income for the period - - - - (144) 2,685) 1,672 77,378 76,221 2,724 78,945
BALANCE AS OF MARCH 31, 2014 63,200 766,561 (9,721) 236 5,409 (9,694) 13,909 1,143,159 1,978,506 5,292 1,983,79

The accompanying notes are an integral part obtheaudited condensed consolidated interim finhstaégements.




QGOG CONSTELLATION S.A.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASHLOWS
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2014 BN2013
(Amounts expressed in thousands of U.S. dollarS$)U

Note 201¢ 201:
CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the period 80,220 55,096
Adjustments to reconcile profit to net cash prouithy operating activities:
Depreciation of property, plant and equipment 10/18 47,588 48,843
Gain on disposals of property, plant and equipment 19 12) (229)
Shares of results of investments 9 (1,237) (2,088)
Recognition of mobilization costs 3,535 3,183
Recognition of mobilization revenues, net of taxes (6,394) (5,687)
Financial charges on loans and financings 11/20 27,451 33,091
Financial expenses (income) from related parties, n 8/20 (2,952) 491
Fair value loss (gain) on derivatives 15/20 3,193 6,307
Provision for employee profit sharing 5,839 6,160
Other financial expenses, net 20 476 1,412
Taxes 2le (311) (145)
Changes in working capital:
Increase in short-term investments (11,028) (77,938)
Decrease in trade and other receivables 6,661 34,212
Decrease/(increase) in receivables from relatetiiegar 636 (93)
Increase in inventories (9,483) (12,036)
Decrease/(increase) in recoverable taxes 1,139 (2,180)
Increase in deferred mobilization costs 2) (385)
Increase in other assets (21,601) (15,637)
Decrease in payroll and related charges (25,700) (17,130)
Increase in trade and other payables 2,550 1,165
Increase in payables to related parties 3 1
Increase in taxes payables 556 251
Increase in deferred mobilization revenues 804 -
Increase/(decrease) in other liabilities 24,274 (3,201)
Net cash provided by operating activities 126,205 54,463
CASH FLOWS FROM INVESTING ACTIVITIES
Payments to related parties (44,690) -
Capital decrease 9 22,817 -
Acquisition of property, plant and equipment 10/25 (16,351) (3,977)
Capital contributions in investments 9 - (2,835)
Proceeds from sales of property, plant and equipmen 19 12 249
Net cash used in investing activities (38,212) (6,563)
CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from related parties 7,147 -
Proceeds from loans and financings 11 - 26,147
Interest paid on loans and financings 11 (10,468) (13,796)
Cash payments on derivatives 15 (11,667) (17,894)
Restricted cash 5 (14,686) (5,427)
Repayment of principal on loans and financings 11 (85,808) (102,948)
Net cash used in financing activities (115,482) (113,918)
Decrease in cash and cash equivalents (27,489) (66,018)
Cash and cash equivalents at the beginning ofehiec 217,531 219,613
Effects of exchange rate changes on the balance of
cash held in foreign currencies (190) 1,796
Cash and cash equivalents at the end of the period 189,852 155,391

The accompanying notes are an integral part obtheaudited condensed consolidated interim finhetagements.




QGOG CONSTELLATION S.A.

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTHR FINANCIAL
STATEMENTS AS OF MARCH 31, 2014 AND FOR THE THREE&WTH PERIOD THEN
ENDED

(Amounts expressed in thousands of U.S. dollarS$,ulinless otherwise stated)

1.

GENERAL INFORMATION

QGOG Constellation S.A., (“QGOG Constellation” bet“Company”) was incorporated in
Luxembourg in August 30, 2011 assobtiété anonymid€“public company limited by shares”)
and is indirectly controlled by members of the QomiGalvao family. The Company has its
registered address at 40, Avenue Monterey, L-216&inbourg.

The unaudited condensed consolidated interim fiaanstatements include QGOG
Constellation and its subsidiaries (“the Group”).

QGOG Constellation’s objective is to hold investitisan Luxembourg or foreign countries; to
acquire any securities and rights through partt@pa contribution, underwriting firm
purchase or option, negotiation or in any other @wag namely to acquire patents and licenses,
and other property, rights and interest in propedythe Company shall deem necessary, and
generally to hold, manage, develop, sell or disprsae same, in whole or in part, for such
consideration as the Company may deem necessaryp @articular for shares or securities of
any entity purchasing the same; to enter intosassiparticipate in financial, commercial and
other transactions, and to grant to any holding\ergubsidiary, or fellow subsidiary, or any
other entity associated in any way with the Compamnythe said holding entity, subsidiary or
fellow subsidiary, in which the Company has a direc indirect financial interest, any
assistance, loans, advances or guarantees; tonbarrd raise money in any manner and to
secure the repayment of any money borrowed; aralyfirto perform any operation which is
directly or indirectly related to its purpose. QG@®Gnstellation’s fiscal year is from January
1 to December 31.

QGOG Constellation holds investments in subsidsati&t charter and operate onshore and
offshore drilling rigs and drillships for explorati and production entities operating in Brazil.
The Group currently charters rigs mainly to PetvdBasileiro S.A. (“Petrobras”), but also to
HRT O&G Exploracdo e Producdo de Petroleo LtdaRTH and lately to President Energy
PLC.



QGOG Constellation S.A.

The Group’s fleet is currently comprised of thddaling drilling equipment:

Equipment Type Start of operations
QG-I Onshore drilling rig 1981
QG-I Onshore drilling rig 1981
QG-I Onshore drilling rig 1987
QG-IVv Onshore drilling rig 1996
QG-V Onshore drilling rig 2011
QG-VI Onshore drilling rig 2008
QG-VII Onshore drilling rig 2008
QG-ViIII Onshore drilling rig 2011
QG-IX Onshore drilling rig 2011
Alaskan Star Offshore drilling rig 1994
Atlantic Star Offshore drilling rig 1997
Olinda Star Offshore drilling rig 2009
Gold Star Offshore drilling rig 2010
Lone Star Offshore drilling rig 2011
Alpha Star Offshore drilling rig 2011
Amaralina Star Drillship 2012
Laguna Star Drillship 2012
Brava Staf” Drillship Under construction

(1) Delivery is expected to occur in December 2014.

As of March 31, 2014, the Group presents workingiteh deficiency in the amount of

US$239,459 (US$40,891 as of December 31, 2013)nlynas result of the current

investments. As of March 31, 2014 the working alpiteficiency is mainly related to the

Brava Star drillship construction costs amountimg WS$170,637 (Notes 10 and 12).
Management understands that the working capitatidaty is supported by the cash flow
generation of the Group’s existing long-term cocigsain the regular course of business.
Management is also evaluating other opportunitesbtain additional long-term financing.

Although the Group has long-term contracts, theramms are indirectly dependent upon
conditions in the oil and natural gas industry asgdecifically, on the exploration and
production expenditures of oil and natural gastiesti The demand for charter and operate
contracts for drilling and related services prodide the Group’s customers is influenced by,
among other factors, oil and natural gas pricepeetations about future prices, the cost of
producing and delivering oil and natural gas, goment regulations and local and
international political and economic conditions.

Samsung Construction Contract

On August 15, 2012, the Company executed a Leftartent (“LOI”) with Samsung Heavy
Industries Co., Ltd (“Samsung”), which provided aption to enter into two Engineering,
Procurement, Construction and Integration (“EPECBhtracts by November 15, 2012 aiming
the construction of two ultra-deepwater drillships.

On November 14, 2012, the Company, through onésafubsidiaries, exercised the right to
enter into a contract with Samsung to design, coost complete and deliver an ultra-
deepwater drillship, the Brava Star drillship. TBeva Star total project cost (without an
estimate of capitalized interest) is of approxirhatéS$660 million and the Company paid
10% of the contract price as a first milestonehim last quarter of 2012. The Company expects
that Samsung will deliver this ultra-deepwaterlshilp by December 2014.

10



QGOG Constellation S.A.

On October 15, 2013 the Company paid the amoubliS$119,590 to Samsung related to the
second milestone of Brava Star drillship constarcgontract.

Since January 16, 2013, the Company, through onés dfubsidiaries, has been executing
certain amendments to the LOI, which extendedgts to enter in the second EPCI until June
30, 2014.

Initial Public Offering (“IPQ”)

On January 7, 2013, QGOG Constellation filed itgisteation statement within the U.S.
Securities and Exchange Commission (“SEC”) in catioe with its IPO. On February 7,
2013 the Company announced that, due to marketitcams] it has decided to postpone its
previously-announced IPO.

Concurrent Private Placement

On January 17, 2013, the Company entered into g shahange agreement with Alperton
Capital Ltd. (“Delba”) and its shareholders, comied to the completion of the Company’s
IPO, in which Delba agreed to exchange its 45% tgouiterest in Amaralina Star Ltd.
(“Amaralina”) and Laguna Star Ltd. (“Laguna”) for580,026 of the Company’s common
shares, which would represent 2.1% of the Compargrismon shares (excluding the common
shares that would be issued in the IPO), togethtr thve cancellation of Delba’s loans with
the Company’s subsidiary, Constellation Overseat [(tConstellation”). The Company’s
shareholders would transfer these shares to thep@wmynto implement the exchange with
Delba concurrently with the completion of the IR®ough a private placement that would not
be registered within the SEC Act of 1933, as améndeon this transfer, the Company would
hold 100% of the equity interest in Amaralina aragjuna.

The share exchange agreement terminated on JuB013, and was not implemented due to
the IPO’s postponement.

FPSO Cidade de Maricad and FPSO Cidade de Saquarema

On March 26, 2013, LOIs were signed by Petrobrgswhich the Company’s subsidiary
Queiroz Galvao Oleo e Gas S.A. (“QGOG”) togethehvingle Buoy Moorings Inc. (“SBM
Inc.”) have been awarded with two charter andiseragreements for two new FPSOs for the
Consortium BM-S-11, operated by Petrobras. TheseGsPare owned by Alfa Lula Alto
S.a.r.l. (“Alfa Lula”) and Beta Lula Central S.&.(‘Beta Lula”), which are investees of Arazi
S.ar.l. (“Arazi”), SBM Holding Luxembourg S.a.r((ISBM Lux”"), Mitsubishi Corporation
(“Mitsubishi”) and Nippon Yusen Kabushiki KaishaN[YK Line”).

These FPSOs will operate in the Lula field, the-gakk Santos Basin and will have 65% of

national content and a daily oil and gas productiapacity of 150,000 barrels and 6 million

cubic meters each, respectively. The constructidhe FPSOs Cidade de Marica and Cidade
de Saquarema began in March 2013 and the FPS@x@eeted to be delivered in the fourth

qguarter of 2015 and in the first quarter of 20 E&pectively. The start of the operations of the
FPSOs Cidade de Marica and Cidade de Saquarenea@eted to occur in the fourth quarter

of 2015 and in the first quarter of 2016, respedyiv

11



QGOG Constellation S.A.

The Group has a participation of 5% in both Alfaldland Beta Lula and has the right to
acquire an additional participation of 5% from SBMx within fifteen days of the final
acceptance of the FPSOs, based on the capitat@avbg SBM Lux plus interest of 8% p.a..

On July 12, 2013, the Company entered into 20-geatracts to charter and operate the
FPSOs Cidade de Marica and Cidade de Saquarenta,thvt Consortium BM-S-11. The
Group’s participation in the entities under the PRBSCidade de Marica and Cidade de
Saquarema structures is accounted for by the equéhod in these unaudited condensed
consolidated interim financial statements (Note 9).

FPSO P-63 Operation

In January 2010, the Group entered into a congordgreement with BW Offshore do Brasil

Ltda. (“BW Offshore”) in order to operate the FP®&53 which is owned by Petrobras. The
Group holds a participation of 40% and BW Offshattee consortium leader, holds the

remaining 60%. The three-year agreement with Pedsotovers the production start-up period
and progressive hand-over of the operation to Bedso

On June 18, 2013, the Group and BW Offshore staxieprovide operational services to

Petrobras related to FPSO P-63. On November 113,202 Papaterra Operacdes Maritimas
Consortium started the FPSO P-63 operations irPdgea Terra field, in the Campos Basin,
under the service contract with Petrobras, afteo@tinuous oil flow of 72 hours and the

consequent issuance of the Ready for Oil Certdicat

Onshore drilling rig QG-I charter and drilling seice agreements

On November 27, 2013, the Group, through its irdingholly-owned subsidiary QGOG
Participacbes, has incorporated Domenica S.A. (“Baoa”) under the laws of Paraguay.
Domenica will be responsible for the onshore dhglrig QG-I operations in Paraguay.

On March 21, 2014, the Group signed an agreemecttader and render drilling services for
President Energy PLC and President Energy Paraguaywith a 210-day term. The purpose
of the agreement is to drill two oil wells in Panag, using the onshore drilling rig QG-I. The
first oil well is expected to be drilled in May 201

Incorporation of new entity

On February 14, 2014, the Group, through its wholljned subsidiary Constellation
Netherlands B.V., incorporated Brava Drilling B.dhder the laws of the Netherlands.

12



QGOG Constellation S.A.

2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING PQCIES

The unaudited condensed consolidated interim filaarstatements have been prepared in
accordance with International Accounting Standa&ddnterim Financial Reporting(“IAS
34"), as issued by the International Accountingn8tads Board (“IASB”), on a basis
consistent with the significant accounting policidsclosed in Note 3 to the annual
consolidated financial statements as of Decembg2@®13 and for the year then ended.

IAS 34 requires the use of certain accounting eges by the Company’s Management. The
unaudited condensed consolidated interim finansiatements were prepared based on
historical cost, except for certain financial ligti®s, which are measured at fair value.

The unaudited condensed consolidated interim fiaarstatements do not include all the

information and disclosure items required in the&wsd consolidated financial statements.
Therefore, they must be read together with the Gomyg annual consolidated financial

statements referring the year ended December 313, 2Bhich were prepared according to
accounting policies, as described above. There m@mhanges in the accounting policies and
critical accounting estimates adopted on DecembgeP@13 and March 31, 2014.

The following new and amended IFRS have been effecince January 1, 2014 or will be
effective on January 1, 2014 and 2015 and theiptaalo, where applicable, did not or will not
have significant effect on the unaudited condemsedolidated interim financial statements:

Effective dat
Standard or for annual period
interpretation Description beginning on or after
IFRS 9 (revised in 201 Financial Instrument January 1, 20!
IAS 32 (amende Offsetting Financial Assets and Financial Liakgs January 1, 20!
IAS 39 (amende Novation of Derivatives and Continuation of Hedgecéunting January 1, 20!
IFRIC 21 Levies January 1, 20!

3. CASH AND CASH EQUIVALENTS

March 31 December 3:

201¢ 201z
Cash and bank depo: 40,94 48,89¢
Cash equivalen 148,90 168,63:
Total 189,85 217,53(

Cash equivalents refer to time deposits with oagimaturities of less than 90 days. These
investments are highly liquid and convertible iktmwn amounts of cash and are subject to
insignificant risk of changes in value.

The amounts of cash equivalents are comprisechi®y dieposits as follows:

Average
interest rate March 31, December 31,
Financial Institutio (per annum 201« 201:
Itall BBA Nassa 0.20% 39,42( 89,96°
Bradesco S.A. Grand Cayn 0.36% 91,47¢ 78,66
Banco do Brasil S.; 0.3%9% 18,01:

148,90 168,63

13



QGOG Constellation S.A.

4. SHORT-TERM INVESTMENTS

Average

interest rate  March 31, December 31,
Short-term investments Financial institution (per annum) 2014 2013
Time deposits HSBC Bank 0.04% - 9,048
Time deposits Citibank 0.12% 942 942
Time deposits Itall BBA Nassau 1.46% 89,240 94,336
Time deposits ING Bank 0.15% 30,199 54,913
Time deposits Bradesco Grand Cayman 0.90% 32,667 ,2534
Time deposits Banco do Brasil S.A 1.20% 44,298 a8el,1
Time deposits Deutsche Bank 0.09% 62,468 -

Banco do Nordeste do Brasil 101% of CDI

cbB® S.A-BNB 9 17,676 9,543

98% of CDI
cbB® Banco do Brasil S.A. ) - 766
Repurchase agreements 100% of CDI
) Bradesco S.A. ) 18,239 15,432
Total 295,729 283,399

(*) CDB - Bank Deposit Certificate

(**) CDI - Interbank Deposit Certificate.

(***) Repurchase agreements are contracts in witiehfinancial institutions has a commitment to mepase the
asset back from the Group within a specified timet!

5. RESTRICTED CASH

Under certain of the Group’s project finance areangnts, surplus cash from operations is
held in designated reserve accounts, up to a lée®rmined in relation to the future debt
servicing requirements on that financing arrangdémen

These accounts refer to the financing agreemelatiedeto the construction of Lone Star, Gold
Star and Olinda Star offshore drilling rigs, asaldeed in Note 11, with original maturity of
less than one year.

The amounts in these accounts are comprised byd@pesits as follows:

Average
interest rate March 31, December 31,
Financial institution (per annum) 2014 2013
ING Bank 0.21% 53,360 38,674
53,360 38,674
6. TRADE AND OTHER RECEIVABLES
March 31, December
2014 31, 2013

Trade receivables 85,039 90,941
Total 85,039 90,941

14



QGOG Constellation S.A.

Trade receivables are mainly related to receivalotes Petrobras for charter and operational
services relating to onshore and offshore drilligg and drillships used in the exploration of
oil and natural gas in Brazil. Historically, thdrave been no defaults on receivables or delays
in collections and consequently, the Group has neabrded an allowance for doubtful
accounts for the periods presented. The averadgctioh period is of approximately 30 days.
See credit risks in Note 22.

7. INVENTORIES

Inventories refer basically to materials to be uisethe onshore and offshore drilling rigs and
drillships operations. The amounts recognised énstiatement of operations are accounted for
as cost of services in the account “Materials’diaslosed in Note 18.
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8. RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsditiiat are part of the Group are eliminated faisobdation purposes and are not presented
in the note below.

The consolidated intercompany balances as of Mat¢l2014 and December 31, 2013 and the intercompangactions for the three-month
periods ended March 31, 2014 and 2013 are as fsilow

Three-month period Three-month period
March 31, 2014 ended March 31, 2014 December 31, 2013 ended March 31, 2013
Assets Liabilities Income / (expenses) Assets liiddos Income / (expenses)
Delba® 242,041 232,095 3,865 235,914 229,833 377
FPSO Cidade de Paraty 3,338 - 27 3,336 - 500
Queiroz Galvdo S.AY - 4,605 (1,179) - 3,426 (1,421)
FPSO Capixab¥ 893 - 3 890 - 2
Espirito do Mar® 4,029 - 54 3,975 - 51
Sete Brasil” 474 - 611 1,053 - 1,981
FPSO Cidade de Saquareffia 18,712 - 64 - - -
FPSO Cidade de Mari¢& 19,036 - 118 - - -
Others 280 59 8 339 56 127
Total 288,803 236,759 3,571 245,507 233,315 1,617
Total current 619 4,663 8,011 10,302
Total non-current 288,184 232,096 237,496 223,013
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(@)

(b)

In 2010, Constellation and Delba signed sharehsldmd loan agreements in order to
construct, charter and operate two drillships fetrébras, the Amaralina Star and the
Laguna Star, through Constellation’s 55% interastach of Amaralina and Laguna, the
remaining 45% of these entities shares being helddiba.

Under these agreements, Constellation has comnittisdance Delba’s 45% expenditures
share on these projects.

The receivables from Delba refer to the loans xet#e bearing interest at 12% p.a.,
annually compounded, up to the sixth anniversaryth@ sub-charter contract with

Petrobras. Thereafter, the loans receivable wikhrbmterest at 13% p.a., annually
compounded. Repayment of interest and principatiseduled to occur quarterly as from
one year after the “Date of Acceptance” of thelships by Petrobras, with the principal

being repayable in equal quarterly installmentsrabe six-year term of the Petrobras
charter contract, starting from the “Date of Aceepe”, since Amaralina and Laguna
comply with the financing agreement conditions &y plividends. The amounts payables
refer to intercompany loans provided by Delba toadahina and Laguna with the same
terms and conditions of Constellation’s receivasteounts from Delba.

The amounts of the loans receivable from Delbaseceired by:

v' A pledge of Delba’s 45% shares in Amaralina andulreg
v" An assignment of dividends payable to Delba by Aaivaa and Laguna; and
v" An assignment of amounts payable to Delba by Anraand Laguna.

Any cash available in Amaralina and Laguna for digvids payment will be used to repay
the intercompany loans to Delba. Amaralina and bagmay not pay any dividends or
other payables to Delba, until the intercompanyn$oare fully paid. The intercompany
loans may be extended in the event that the tertheotharter contract with Petrobras is
extended. In this case, the new maturity datebeilthe end date of the extended contract.

The Group charges a fee to Delba for being theaguar of Amaralina Star and Laguna
Star drillships project financings and a fee fomgethe guarantor for importations under
the Special Regime of Temporary Admission (“REPETR®or the three-month period
ended March 31, 2014, the fees charged to Delbéetbt)S$3,865.

Non-compliance with the contracts between Delba @uuhstellation could result in
penalties to either entity. As of March 31, 2014 Group was in compliance with the
requirements of the respective contracts.

The Group signed a shareholders’ agreement witpaitsers to regulate their relation in
the entities that will construct, charter and operthe FPSO Cidade de Paraty for
Petrobras. As of March 31, 2014 loans receivableunting to US$3,338 (US$3,336 as of
December 31, 2013) refer to milestone payments rhgdeonstellation in proportion to its
participation in the referred FPSO. The loan beatsrest rate at the London Interbank
Offered Rate (“LIBOR”) plus 3% p.a., with no matyrdate.
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(c) The payable amount of US$4,605 refers to the feggeld by Queiroz Galvdo S.A., an
entity under common control with the Group, forrgeithe guarantor for importations
under the REPETRO.

(d) Loans bearing interest at LIBOR plus 0.5% p.a.hwitaturity at the end of the charter
contract period between Espirito do Mar and Pea®2022).

(e) The loan to Espirito do Mar reflects an effectiméerest rate of 5.56% p.a., with maturity
at the end of the charter contract period betwe®M &spirito do Mar Inc. and Petrobras
(2022).

(H On August 3, 2012, Angra Participacbes B.V. (“Aripraigned three shareholders’
agreements in which the Company acquired a 15%\enuerest in three special purpose
entities (“SPEs”), each one owning an ultra-deepwaemi-submersible rig (Urca,
Bracuhy and Mangaratiba) in partnership with SetasB S.A. (“Sete Brasil”). In the
same day, the partnership signed charter agreeroktiiese assets with Petrobras. As of
March 31, 2014, the receivable amount of US$474 thedincome for the three-month
period then ended amounting to US$611 (US$1,98thime-month period ended March
31, 2013) refer to the fee charged by the Compatgtad to the equipment’s project
management.

() In January and February, 2014, the Group signedndments to the shareholders’
agreement with its partners which regulate thdatian in the entities that will construct,
charter and operate the FPSOs Cidade de Maric&€miadle de Saquarema for Petrobras,
respectively, as described in Note 9. As of Maréh 3014 loans receivables amounts
refer to milestones payments made by Constellatigrmoportion to its participation in the
referred FPSOs. The loans bear interest at LIB@R % p.a. with no maturity date.

Key management personnel remuneration is preséeted:

Three-month period
ended March 31,
2014 2013

Key management personnel compensation 2,737 2,355

() Key management is defined as the statutory offiaatsdirectors of the Company.
All key management personnel compensation refeshaot-term benefits.

The cash compensation for each member of senioageanent is mainly comprised of base
salary and bonus. The compensation that is paisetoor management is evaluated on an
annual basis considering the following primary dast individual performance during the
prior year, market rates and movements and thevithdil's anticipated contribution to the
Group growth. Members of senior management aredigible to participate in the Group’s
retirement savings plans (Note 24).
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9. INVESTMENTS

Number of shares
(thousands)

Ownership interest (%)
Authorized share capital
Current assets

Non-current assets

Current liabilities
Non-current liabilities
Shareholders’ equity (deficit)

Number of shares
(thousands)

Ownership interest (%)
Authorized share capital
Current assets

Non-current assets

Current liabilities
Non-current liabilities
Shareholders’ equity (deficit)

March 31, 2014

Assaociates Joint Ventures
FPSO SBM Alfa Beta
Capixaba  Espirito Urca  Bracuhy Mangaratiba Tupi Tupi Guara Guara Lula Lula
Venture do Mar  Drilling  Drilling Drilling Nordeste Nordeste Norte Norte Alto Central
S.A. Inc. BV.®  BV.@ B.V.® s.ar.l. Ltd. sarl®  Ld® sarl® sarl®
100 100 90 90 90 20 12 50,200 12 2065, 65,200
20.00% 20.00% 15.00%  1%.00 15.00% 20.00%  20.00% 12.75% 12.75% 5.00% 5.00%
82 88 €90k €90k €90k 026, 12 50,200 12 65,200 65,200
3,117 1,252 3,163 710 449 220,336 ,7118 14,867 - 90 283
222 285,492 541,418 104,750 7892, 1,162,579 4,641 1,535,855 296 742,061 584,545
30,750 72,562 396,204 32,476 853 88,784 17,557 14,044 - 36 31
4,434 68,577 95,756 66,279 85,844 986,963 2,209 1,090,003 276 528,623 324,35
(31,845) 145,605 624, 6,705 7,001 307,168 (6,414) 446,675 20 213,492210,443
December 31, 2013
Associates Joint Ventures
FPSO SBM Alfa Beta
Capixaba  Espirito Urca  Bracuhy Mangaratiba Tupi Tupi Guara Guara Lula Lula
Venture do Mar  Drilling  Drilling Drilling Nordeste Nordeste Norte Norte Alto Central
S.A. Inc. BV.®  BV.@ B.V.© s.ar.l. Ltd. sarl®  Ld® sarl® sarl®
100 100 90 90 90 20 12 50,200 12 2065, 65,200
20.00% 20.00% 15.00% 1%.00 15.00% 20.00%  20.00% 12.75% 12.75% 5.00% 5.00%
82 88 €90k €90k €90k 026, 12 50,200 12 65,200 65,200
1,334 (312) 91,758 816 416 241,1457,037 30,627 296 90 87
2,420 287,523 458,191 101,808 90,996 1,100,434 3,361 1,448,943 - 591,835 437,557
16,613 71,605 402,859 32,136 493 108,461 11,280 12,829 - - -
12,311 77,392 93,903 &8 7 83,903 932,148 1,854 1,004,337 266 147,900 109
(25,170) 138,214 | 1®3 6,722 7,016 300,970 (2,736) 462,404 30 444,025437,535

The amounts presented in the schedules above pon@$o the investee’s accounting balances befmplyimg the Company’s ownership interest.
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Investees comprehensive income (loss) for the threeth period ended March 31, 2014

Associates Joint Ventures
FPSO SBM Tupi Guara  Alfa Beta
Capixaba  Espirito Urca Bracuhy Mangaratiba  Tupi Nordeste  Guara Norte Lula Lula
Venture do Mar Drilling Drilling Drilling Nordeste  Holding Norte  Holding Alto Central
S.A. Inc. B.V.® B.V.® B.V.® sarl Ltd. sarl® Ld® sarl® sarl®
Net income (loss) (6,678) 7,390 (467) (2) ) 9,509 (3.677) - (10) - -
Other comprehensive income - - (99) (15) (6) (3,312) - (15,729) - - -
Total comprehensive income (loss) (6,678) 7,390 (566) a7 (15) 6,197 (3,677)  (15,729) (10) - -
Investees comprehensive income (loss) for the thmeeth period ended March 31, 2013
Associates Joint Ventures
FPSO SBM Tupi Guara
Capixaba  Espirito Urca Bracuhy Mangaratiba  Tupi Nordeste  Guara Norte
Venture do Mar Drilling Drilling Drilling Nordeste  Holding Norte  Holding
S.A. Inc. B.V.® B.V.® B.V.® sarl Ltd. sarl® L@
Net income (loss) (1,725) 7,139 5,020 868 867 - (30) - (16)
Other comprehensive income - - - - - 4,437 - 3,92 -
Total comprehensive income (loss) (1,725) 7,139 26,0 868 867 4,437 (30) 3,927 (16)
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Changes in investments

Associates
FPSO Capixaba Venture S.A.
SBM Espirito do Mar Inc.
Urca Drilling B.V.®
Bracuhy Drilling B.V®
Mangaratiba Drilling B.V®
Joint ventures
Tupi Nordeste S.a.r.l.
Tupi Nordeste Holding Ltd.
Guara Norte S.a.rf)
Guara Norte Holding Ltd"
Alfa Lula Alto S.a.r.1¥
Beta Lula Central S.a.r'f)
Total
Total assets (investments)
Total liabilities (accumulated
deficit in investments’

Associates
FPSO Capixaba Venture S.A.
SBM Espirito do Mar Inc.
Urca Drilling B.V.®
Bracuhy Drilling B.V.®)
Mangaratiba Drilling B.V®
Joint ventures
Tupi Nordeste S.a.r.l.
Tupi Nordeste Holding Ltd.
Guara Norte S.a.r'f)
Guaréa Norte Holding Ltd?
Total
Total assets (investments)
Total liabilities (accumulated
deficit in investments’

Asset Asset
(liability) (liability)
balance as of Share of balance as of
December Capital Share of comprehensive March 31,
31,2013  decreas® results income 2014
(5,035) - (1,336) - (6,371)
27,643 - 1,478 - 29,121
7,978 - (70) (15) 7,893
1,008 - - (2) 1,006
1,052 - 1) (1) 1,050
60,194 - 1,902 (662) 61,434
(547) - (736) - (1,283)
58,958 - - (2,005) 56,953
4 - - - 4
22,168 (11,494) - - 10,674
21,844 (11,323) - - 10,521
195,267 (22,817) 1,237 (2.685) 171,002
200,850 (22,817) 3,309 (2,685) 178,656
(5,582) - (2,072) - (7,654)
Asset Asset
(liability) (liability)
balance as of  Capital Share of balance as of

December contributions

Share of comprehensive March 31,

31, 2012 @ results income 2013
(1,891) - (345) . (2,236)
27,906 - 1,428 - 29,334
4,216 2,790 753 - 7,759
890 - 130 - 1,020
890 42 130 - 1,062
10,957 - - 894 11,851
- 2 (6) - (4)
26,854 - - 500 27,354
- - _ 1 _ (2 - _ ()
69,822 2,835 2,088 1,394 76,139
71,713 2,834 2,441 1,394 78,380
(1,891) 1 (353) - (2,241)

(1) The liability to fund the deficit in FPSO CapbaVenture S.A. and Tupi Nordeste Holding Ltd .eéesagnised in “Other

current liabilities”.

(2) Capital contributions have been made considafirgGroup’s participation in each partnership.réfae, there have
been no interest changes in these investees.

(3) Although the Group has a participation of 15%Jrca Drilling B.V., Bracuhy Drilling B.V. and Mangatiba Drilling
B.V., each, the Group has significant influence offer investees decisions due to the following ressdi) the
Group’s indirect subsidiary, QGOG, will be sole ogier of the equipment; (ii) each Urca Drilling B,\Bracuhy
Drilling B.V. and Mangaratiba Drilling B.V. will hav@ (two) directors, and the Group will appoint héd of them,
although these directors will only execute the plag approved by shareholders resolutions; andsimne matters that
shall be subject to unanimous shareholders appjosaiith the purpose of investment protectiomoh-controlling

interest.

(4) The Group jointly controls the entities withthe FPSOs Cidade de llhabela, Cidade de Marica andd€ide
Saquarema structures with its partners since allntajor financial and operational decisions reqtfies unanimous
approval of the Directors and Managers, and osttaeeholders of these entities.

21



QGOG Constellation S.A.

©)

The Group has the right to appoint one of five Mggra in Luxembourg entities and one of four Direxia Bermuda
entities. According to the shareholders agreentbetmeetings of the Board of Managers and Board mddiors of
Luxembourg and Bermuda entities, respectively, ninaste a quorum comprised by at least one Managaemer
Director appointed by each shareholder, which méasaisthe Manager or Director appointed by Arazl anLancaster
Projects Corp. must be present. The Group partespactively in the operations’ organization aneécexion by
seconding personnel to the operating managementiteagreed positions.

Refer to amendments executed in January ancu&eb2014, to the contracts which regulate theticeiahip of the
Group with its partners in the FPSOs Cidade de Maaitd Cidade de Saquarema, respectively, in orderainge the
capital structure of the related projects. Previcagital structures of the projects were comprisgd.00% of equity
contributions.

The main activities of the Group’s associates ariobows:

FPSO Capixaba Venture S.A. (“Capixaba”)’s core hess is to support operations for
contracts in the offshore oil and gas industry.c8imMarch 16, 2007, this entity is a
shareholder of a Brazilian entity which operates HPSO Capixaba, currently located off
the Brazilian coast and chartered to Petrobras 2082.

SBM Espirito do Mar Inc. (“Espirito do Mar”) ownsd FPSO Capixaba and its main
activity is to support charter contracts in theshfire oil and gas industry.

Urca Drilling B.V. owns the Urca semi-submersiblellithg rig, which operation is
expected to start in 2016. This offshore drilling will be equipped to operate in pre-salt
water depths. Upon its construction completion aaceptance by Petrobras, Urca will be
chartered to Petrobras until 2031. QGOG will beghke operator of this offshore drilling
rig. As of March 31, 2014 the Group’s main capitainmitments for the conclusion of
Urca offshore drilling rig construction amounts ts$18 million, corresponding to the
ownership interest percentage in this associate.

Bracuhy Drilling B.V. owns the Bracuhy semi-submiegles drilling rig, which operation is
expected to start in 2018. This offshore drilling will be equipped to operate in pre-salt
water depths. Upon its construction completion aoceptance by Petrobras, Bracuhy will
be chartered to Petrobras until 2033. QGOG willtle sole operator of this offshore
drilling rig. As of March 31, 2014 the Group’s maiapital commitments for the conclusion
of Bracuhy offshore drilling rig construction amasirio US$28 million, corresponding to
the ownership interest percentage in this associate

Mangaratiba Drilling B.V. owns the Mangaratiba sesubmersible drilling rig, which
operation is expected to start in 2019. This offshdrilling rig will be equipped to operate
in pre-salt water depths. Upon its construction pl@tion and acceptance by Petrobras,
Mangaratiba will be chartered to Petrobras untB20QGOG will be the sole operator of
this offshore drilling rig. As of March 31, 2014etlsroup’s main capital commitments for
the conclusion of Mangaratiba offshore drilling dgnstruction amounts to US$28 million,
corresponding to the ownership interest percentatfés associate.

The main activities of the Group’s joint ventures as follows:

Tupi Nordeste S.a.r.l.’'s main activity is to actaasub-charter party in the contracts in the
offshore oil and gas industry. The entity chartdwes FPSO Cidade de Paraty to Petrobras
until 2033, which is currently located off the Bitean coast. Operations started in June
2013.

Tupi Nordeste Holding Ltd.’s main activity is tomaort operations for contracts in the
offshore oil and gas industry. This entity is arshalder of a Brazilian entity which
operates the FPSO Cidade de Paraty to Petrobria2Q@3.
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» Guara Norte S.a.r.l.’'s main activity is to act asub-charter party in the contracts in the
offshore oil and gas industry. The entity owns BRSO Cidade de Ilhabela, which will
operate off the Brazilian coast being chartereBatrobras for 20 years. The expected date
for the start of the operations is in late thircadar or early fourth quarter of 2014. As of
March 31, 2014 the Group has no capital commitméatsthe conclusion of the
construction of the FPSO Cidade de Ilhabela, athoti is expected that the Group will
make some advances for the conclusion of the FPE&IE de llhabela construction until
the investee receives the proceeds of the prajeiding and Petrobras’ payment related to
the services rendered between the preliminary iaadl dcceptance (first oil date).

» Guara Norte Holding Ltd.’s main activity is to supp operations for contracts in the
offshore oil and gas industry. This entity is arshalder of a Brazilian entity which will
operate the FPSO Cidade de Ilhabela to Petrobr&dfgears.

Additionally, the Group has the right to acquire additional participation of 12.75% in
Guara Norte S.a.r.l. and Guara Norte Holding Ltdnf SBM within fifteen days of the
FPSO final acceptance, based on the capital invést&BM plus interest of 8% p.a.

» Alfa Lula Alto S.a.r.l. owns the FPSO Cidade de idarwhich is expected to be delivered
and start its operations in the fourth quarter 012 On July 12, 2013, the Company
entered into a 20-year contract to charter the FE&f@de de Maricd with the Consortium
BM-S-11. As of March 31, 2014, the Group’s mainitajommitment for the conclusion
of the FPSO Cidade de Marica construction amounid3$4.5 million, corresponding to
the ownership interest percentage in this jointtwen In connection with the fifth
milestone payment amounting to US$7.4 million (NB&, on the present date, the Group
has no capital commitment for the conclusion of ERSO Cidade de Marica construction,
although it is expected that the Group will makenscadvances for the conclusion of the
FPSO Cidade de Marica construction until the inseseceives the proceeds of the project
financing.

» Beta Lula Central S.a.r.l. owns the FPSO Cidad&aguarema, which is expected to be
delivered in the fourth quarter of 2015 and stertoperations in the first quarter of 2016.
On July 12, 2013, the Company entered into a 20-geatract to charter the FPSO Cidade
de Saquarema with the Consortium BM-S-11. As of dlaBl, 2014, the Group’s main
capital commitment for the conclusion of the FPS{daBGe de Saquarema construction
amounts to US$3.5 million, corresponding to the emship interest percentage in this joint
venture.

Additionally, the Group has the right to acquirenfr SBM Lux an additional participation
of 5% in Alfa Lula Alto S.a.r.l. and Beta Lula CedtS.a.r.l. within fifteen days of the
FPSOs final acceptance, based on the capital eddst SBM Lux plus interest of 8% p.a.

Other matters regarding the Company’s investments

Partnership with SBM Holdings Inc. — Contingenthilay

QGOG Constellation, through one of its subsidiarissa minority shareholder in the
following associates and joint ventures with SBMIdiiag Inc (“SBM”): FPSO Capixaba
Venture S.A., SBM Espirito do Mar Inc., Tupi NorteedHolding Ltd., Tupi Nordeste
S.ar.l., Guara Norte S.a.r.l, Guara Norte Holdingd., Alfa Lula Alto S.a.r.l., Alfa Lula
Alto Holding Ltd., Beta Lula Central S.a.r.l. Bdtala Central Holding Ltd.. The majority
shareholder is SBM.
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SBM Offshore N.V. (“SBM Offshore”), the parent coarny of SBM, announced through a
press release on April 10, 2012 that it had becaware of certain sales practices involving
third parties which may have been improper. Anrimaginvestigation had been carried out
since 2012 by outside legal counsel and forensiowattants. The internal investigation was
focused on the use of agents over the period 20@ugh 2011. On April 2, 2014, SBM
Offshore announced that such investigation was tetegh The announcement confirms
that there were commissions payments to an agérazil amounting to US$139.1 million
and certain red flags, but the investigations aitlfimd any credible evidence that the agent
made improper payments to government officialsliding state company employees) in
Brazil. Furthermore, the internal investigation riduevidence that the agent provided
substantial and legitimate services to SBM Offsh&®M Offshore also informed that has
reported this investigation to the Dutch Openbaamidterie and the U.S. Department of
Justice.

On March 31, 2014, Petrobras announced that ieriat Commission, established on
February 13, 2014 in order to investigate the aernwae of such alleged payments,
concluded that there are no facts and documentshwtould give evidence of improper
payments to its employees. Petrobras also inforthatl the final report of the Internal
Commission has been submitted to Tmiunal de Contas da Uni&o - TC(Urederal Court

of Accounts”) and to thdinistério Publico Federal - MPK"“Federal Public Prosecutor’s
Office”) for investigation of the allegations of proper payments previously mentioned.

In May 2014, the Brazilian government establishe@Rl — Comissdo Parlamentar de
Inquérito (“Parliamentary Inquiry Commission”) which startedinvestigate some alleged
irregularities at Petrobras, among them the allegatof improper payments from SBM
Offshore to Petrobras employees.

At this stage it is not possible to predict thecomte of the authorities’ investigations. The
confirmation of failure to comply with anti-corruph laws could give rise to criminal
prosecution by local authorities, civil claims afnainistrative proceedings against SBM
Offshore and its subsidiaries. As of the date @séhunaudited condensed consolidated
interim financial statements, it is not possibled¢asonably estimate the possible impact, if
any, of this issue on the Company’s consolidatedricial statements.

Partnership with Sete Brasil — Uncertainty withpest to the going concern assumption

Urca Drilling B.V. (*Urca”), Bracuhy Drilling B.V.(“Bracuhy”) and Mangaratiba Drilling
B.V. (“Mangaratiba”) controlling shareholder is wrdegotiation with financial institutions
to obtain long-term resources to meet existinggaiions. These resources are required to
complete the construction of Urca, Bracuchy and gaatiba drillships. The completion of
such negotiations depends on the fulfilment ofaerprecedent conditions which indicates
the existence of a material uncertainty that mast segnificant doubt about Urca, Bracuhy
and Mangaratiba’s ability to continue as a goingososn. Urca, Bracuhy and Mangaratiba’s
Management considers it appropriate to preparénbacial statements on a going concern
basis as pre-operating costs will be recoveredutfirduture revenues to be generated by
the drillships’ operation and the concluded chaatgeement with Petrobras.
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10. PROPERTY, PLANT AND EQUIPMENT

Equipment in operation

Drillships Offshore drilling rigs Onshore
drilling
Equipment rigs,
under Amaralina Laguna  Alaskan  Atlantic Alpha Gold Lone Olinda  equipment

construction Star Star Star Star Star Star Star Star and bases Corporate Total
Balance as of December 31, 2012 61,283640,111 647,084 378,212 335,088 721,207 537,140 640,421 531,589 169,762 29,626 4,691,523
Additions 2,130 172 439 191 8 12 16 23 8 1,858 675 5,632
Disposals - - - - - - - - (151) (151)
Currency translation differences - - - - - - 1,282 216 1,498

63,413 640,28 647,523 378,403 335,096 721,21 640,444 531,59 172,902 30,366 4,698,402

Balance as of March 31, 2013 N 537,15

Balance as of December 31, 2013 237,056639,435 648,258 378,480 335,192 721,214 537,949 640,477 532,319 164,102 28,831 4,863,313
Additions 135,266 5,129 1,848 341 303 485 9 20 240 2,985 722 147,348
Disposals - - - - - - - - - - - -
Currency translation differences - - - - - - - - - 3,001 529 3,530
Balance as of March 31, 2014 372,322 644,564 650,10 378,821 335,495 721,69 537,958 640,49 532,565 170,088 30,082 5,014,191
Accumulated depreciation

Balance as of December 31, 2012 - (6,535) (2,219) (67,513) (67,379) (49,503) (68,639) (57,801) (81,835) (60,137) (16,367) (477,928)
Depreciation - (6,554) (6,660) (4,222) (3,880) (6,594) (5,135) (6,327) (5,676) (3,321) (474) (48,843)
Disposals - - - - - - - - - - 131 131
Currency translation differences - - - - - - - - - (674) (81) (755)
Balance as of March 31, 2013 -(13,089) (8,879) (71,735) (71,259) (56,097) _(73,774) (64,128) (87,511) (64,132) (16,791) (527,395)
Balance as of December 31, 2013 -(32,553) (28,412) (84,074) (82,332) (75,429) (88,761) (82,834) (104,367) (66,008) (16,909) (661,679)
Depreciation - (6,499) (6,552) (4,094) (3,678) (6,436) (5,007) (6,227) (5,636) (3,019) (440) (47,588)
Disposals - - - - - - - - - - - -
Currency translation differences - - - - - - - - - (1,737) (227) (1,964)
Balance as of March 31, 2014 - (39,052) (34,964) (88,168) (86,010) (81,865) (93,768) (89,061) (110,003) (70,764) (17,576) (711,231)
Property, plant and equipment, net

December 31, 2013 237,056 606,882 619,846 294,406 252,860 645,785 449,188 557,643 427,952 98,094 11,922 4,201,634
March 31, 2014 372,322 605,512 615,142 290,653 249,485 639,834 444,190 551,436 422,556 99,324 12,506 4,302,960
Average useful life (years) 25 25 23 22 28 27 26 24 15 15
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The detailed cost of equipment under construcsaasifollows:

Equipment
under

construction

(Drillships)
Cost
Balance as of December 31, 2012 61,283
Additions 2,130
Balance as of March 31, 2013 63,413
Balance as of December 31, 2013 237,056
Additions 135,266
Balance as of March 31, 2014 372,322

As of March 31, 2014 the balance of equipment urdestruction refers to the costs incurred
in the Brava Star drillship construction, whichalotonstruction project cost (without an
estimate of capitalized interest) is of approxirhatéS$660 million, as described in Note 1.
As of March 31, 2014 the unbilled costs by the ghaigd (Samsung) and other suppliers
amounts to US$170,637. The Company recognised tteeste in PP&E against a provision
recognized in accrued liabilities (Note 12).

Borrowing costs capitalized in PP&E for the threenth periods ended March 31, 2014 and
2013 amounted to US$3,280 and US$1,555, respectiMete 25).

Borrowing costs are capitalized using the effectiterest rates of each financing agreement
described in Note 11.

The Group’s assets which are pledged as securitffancing agreements are also described
in Note 11.
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11. LOANS AND FINANCINGS

Beginning Contractual interest  Effective March 31, December 31,
Financial institution Funding type Objective period Maturity rate interest rate Currency 2014 2013
Bradesco Loan Working capital Aug 2013  Aug 2014 2.52%p.a. 52%p.a. U.S. dollar 124,841 124,066
Libor+1.15%p.a. to
ING (leader arranger) Financing Gold Star rig corgttor(?) Jul 2007 Dec 2017 Libor+1.35%p.d?  1.39%p.a.  U.S. dollar 235,916 244,707
ING (leader arranger) Financing Lone Star rig carsiorf® Jul 2007 Jan 2015 Libor+1.15%p.a. 1.39%p.a. UoHad 169,505 193,429
Refinance Alaskan Star and
Santander, HSBC, Citibank (joint Senior Notes (“Project  Atlantic Star rigs, and other
bookrunners) Bond”) corporate purposes Jul 2011 Jul 2018 5.25%p.a. 5.55%p.a. U.S. dollar 479,519 472,591
ING (leader arranger) Financing Olinda Star rigstarction Feb 2008 Jul 2014 Libor+1.40%p.a. 1.646p. U.S. dollar 78,013 93,616
Citibank and Santander (joint leader
arrangers) Financing Alpha Star rig construction Apr 2011 Jul 2017 Libor+2.50%p.a. 3.48%p.a. U.Slado 378,121 393,741
BNP, Citi and ING (leader arrangers)
and The Norwegian Ministry of Trade Amaralina Star drillship
and Industry (“MTI") Financing construction May 2012  Oct 208 Libor+2.75% 4.39%p.a. U.S. dollar 382,133 392,702
BNP, Citi and ING (leader arrangers)
and The Norwegian Ministry of Trade Laguna Star drillship
and Industry (“MTI") Financing construction May 2012 Dec 2018 Libor+2.75% 4.59%p.a. U.S. dollar 387,859 398,221
HSBC, BAML and Citibank (joint Senior Unsecured Notes
bookrunners) (“Corporate Bond”) Prepay working capital loans N&1 2 Nov 2019 6.25%p.a. 6.68%p.a. U.S. dollar __ 01,806 690,185
Total 2,937,713 3,003,258
Current 692,280 609,896
Non-current 2,245,433 2,393,362

(1) The repayment proceeds of this financing comm fthe charter receivables of the Lone Star offsloilling rig.

(2) The interest rate is Libor plus 1.15% p.a. luthe fifth anniversary as from the first principapayment and thereafter is Libor plus 1.35% p.a.

(3) The repayment proceeds of this financing caomm fthe charter receivables of the Gold Star offsluilling rig.

(4) The maturity dates for MTI tranches for AmamaliStar and Laguna Star project financings are miee2020 and January 2021, respectively, unlessdmmercial banks tranche would not be extendéoetsame

dates.
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Changes in loans and financings

Three-month period
ended March 31,

2014 2013

Balance as of January 1, 3,003,258 3,415,547
Additions - 26,147
Repayment of principal (85,808) (102,948)
Interest capitalized 3,280 1,555
Interest charged through profit and loss 24,904 30,309
Payment of interest (10,468)  (13,796)
Transaction cost charged through profit and loss 9943, 2,188
Debt discounts charged through profit and loss 552 594
Balance as of March 31, 2,937,713 3,359,596
Loans and financings long term amortization schedul

Loans and Transaction Debt Net
For the years ending December 31, financing costs discounts amount
2015 271,992 (5,277) (1,440) 265,275
2016 340,728 (6,329) (1,751) 332,648
2017 494,581 (5,009) (1,596) 487,976
2018 467,435 (4,098) (1,456) 461,881
2019 700,000 (1,156) (1,191) _ 697,653
Total 2,274,736  (21,869) (7.434) 2,245,433

Covenants

The financing agreements contain financial covenhamid securities provided to lenders as
described hereafter. Non compliance with such firdncovenants could constitute a
Restricted Payment Trigger Event, which would resual the borrower entity not being
allowed to pay dividends, purchase, retire or athex distribute capital stock or make certain
payments to related parties.

The financial covenants consists of: (i) a minimeeguirement of Consolidated Tangible Net
Worth; (ii) Consolidated Cash and Cash Equivalemd Marketable Securities; (iii) Interest
Cover Ratio, that requires maintenance of a mininDomsolidated Adjusted EBITDA to
Consolidated Net Interest Payable ratio (whichdaleons are subject to defined adjustments
mainly related to borrowings to Project Financay) (Leverage Ratio, which requires a
maximum ratio of Consolidated Net Total Borrowinigs Consolidated Adjusted EBITDA
(which calculations are subject to defined adjustimenainly related to borrowings to Project
Finance). Consolidated refers to the Group.

The financial covenants are assessed semi-annbalgd on the consolidated financial

statements as of December 31 and June 30 of eachA& of December 31, 2013 the Group
was in compliance with such restrictive clauses.
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12.

The indenture governing the Corporate Bond conteéntain financial covenants that limit the
Company'’s ability to incur additional indebtedneSke covenants are measured on the four
most recent fiscal quarters for which financialtestaents are available and consist of: (i)
Unconsolidated Interest Coverage Ratio and (ii) Sotidated Net Leverage Ratio. These
financial covenants are not required to be measared regular basis and shall be assessed
whenever additional indebtedness to be incurredhiey Company, as required under the
indenture.

Guarantees

The financings obtained by QGOG Constellation’s sglibries in order to finance the
construction of the offshore drilling rigs and flips and for other corporate purposes are
usually structured as Project Finance/Project Bdhdrefore benefiting from a customary
security package which includes guarantees suchssignment of the charter receivables,
mortgages over the offshore drilling rigs and dhips, pledges over the shares of the
equipment owners, charges over the relevant backuats held at the facility agents,
including accounts into which the amounts payablgen charter agreement are required to be
paid, assignment of the relevant insurances aloriy worporate guarantees during pre-
completion period. In addition, the terms of soni¢hese financing debt instruments restrict
the ability of project subsidiaries, to pay dividen incur additional debt, grant additional
liens, sell or dispose of assets and enter int@aiceacquisitions, mergers and consolidations,
except as already established in such financingidstsruments.

This can be applied to the financings of the folloyvoffshore drilling rigs: Olinda Star, Gold
Star, Lone Star, Alpha Star, Alaskan Star and AttaStar, and the Project Financing of
Amaralina Star and Laguna Star drillships.

The Corporate Bond issued on November 9, 2012asaguieed on a senior unsecured basis by
Constellation. In addition, the Company establisaednterest reserve account in favor of the
collateral agent, which is fully funded by cash /andetters of credit in an amount sufficient
to provide for the payment of the next two succegdinterest payments.

ACCRUED LIABILITIES

Equipment under construction is recorded considettie incurred costs of the related project
based on information provided by the shipyard atheérosuppliers. These costs are recognized
in PP&E and the respective amounts of the unbilests are recognized as accrued liabilities,
as follows:

March 31, December 31,

2014 2013
Equipment under construction:
Brava Star drillship 170,637 42,920
Total 170,637 42,920
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13. PROVISIONS

14.

In the normal course of its business the Group gegan contracts with third parties which
convey contractual obligations. The Group recognipeovisions for contractual penalties
which are more likely than not to be payable wiglspect to certain of its contracts. As of
March 31, 2014 and December 31, 2013 the amounuU®$7,525 corresponds to the
contractual penalties of Amaralina Star and Lag8ta drillships, for which the Company’s
management does not expect the payable amounttésiatiy differ from the estimate.

PROVISION FOR CONTINGENCIES

Labor, civil and tax claims

a)

b)

Provision for probable losses on labor, civil aaxl tlaims:

During the normal course of its business activijtiee Company has received labor and tax
claims. Regarding each claim or exposure, Managemas made an assessment of the
probability that the matter resolution would ultitelg result in a loss. Therefore, based on
such assessment a provision to cover probable doageing from labor claims was
recorded. As of March 31, 2014 and December 313 206& provisions for labor lawsuits
included in “other non-current liabilities” are mai related to hardship and retirement.

Changes in loss provision for labor claims arectiews:

March 31 December 3.

2014 2013
Balance as of January 924 93t
Additions 49t 12¢
Reversal (67) (8)
Currency translation differenc 51 (129
Total 1,40z 924

Claims assessed as possible losses by Management

Based on the in-house legal counsel and extergal &lvisors’ opinions, these claims are
not accrued in the unaudited condensed consolidatedim financial statements and

consist of labor lawsuits (comprised mainly by cemgation due to work related accidents
and occupational diseases) in the amount of US$138S$15,268 as of December 31,
2013) and tax lawsuits in the amount of US$5,793%8/378 as of December 31, 2013).

1) The main tax lawsuit assessed as possible loss mef@ Notice of Violation, received
by QGOG, which was issued by the Rio de Janeiraatdkorities due to nonpayment
of Services Tax (“ISS”) in the city of Rio de JameiQGOG argues, on appeal, that the
operations tax jurisdiction was carried out in othaces and in these collected taxes
(ISS due to the site of the service provider). Adviarch 31, 2014, the estimated
amount involved is US$4,904 (US$4,553 in Decemlie2813).
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15.

c) Tax, labor and social security matters

The Group enters into several transactions, agnetsmaend operations which may be
differently interpreted by third parties. Nevereéed, the Group’s interpretations and tax
positions are supported by its in-house legal celususd external legal advisors’ opinion.

DERIVATIVES

Under the terms of the Project Finance arrangem@ge 11), the Group is contractually

required to manage its risk on floating interesésaby eliminating variable-to-fixed interest

rate swaps on its long term variable rate loangofdingly, the interest rate swaps contracted
by Management convert the variable component @rést rates to fixed rates ranging from
1.930% to 5.165% in order to mitigate such riske Tlbating component of interest rate of all

derivatives contracts is US$ LIBOR.

These swaps protect the Group from fluctuationmterest rates. As of March 31, 2014, the
Group has interest rate swaps related to the lsrsng Gold Star, Lone Star, and Alpha Star
offshore drilling rigs, and Amaralina Star and Lag5tar drillships. The swap contracts cover
the expected periods of the loans and terminatedsst 2014 and 2018.

Information on derivative contracts

Interest rate swaps US$ LIBOR/-fixed rate

Loans and Notional amour Fair value

financing: Payabe leg Mar.31. Dec.31, Mar.31 Dec 31
Financial institution objective interest rate  Maturity 2014 2013 2014 2013
ING financing (leader arrangs Gold Star rig construction 5.165% p.a. Jul 2017191,277 203,218 16,688 19,072
ING financing (leader arrange® Lone Star rig construction  5.165% p.a. Jan 201562 373 184,061 3,746 5,600

Citibank and Santander financi . . 0
(joint leader arrangef) Alpha Star rig construction  1.930% p.a.Jul 2017

BNP, Citibank and ING financin Amaralina Star drillshij

381,934 397,919 9,579 10,588
2.815% p.a. Oct 2018

(joint leader arrangef)’ construction 392,591 403,556 19,370 20,863
BNP, Citibank and ING financin Laguna Star drillshi|
(joint leader arrangef) construction 2.900% p.a. Dec2018 595844 409644 20,794 22,266
Total amount  £0.177 78,389
Current liabilites ~ 38,094 40,810
Non-current liabilites ~ 32:083 37,579
Three-month period
ended March 31,
201¢ 201z
Balance as of January 78,38¢ 148,36(
Fair value adjustments through profit and 3,19: 6,307
Fair value adjustments through other compreherisa@ne (los<"” 262 (7,060
Cash paymen (11,667) (17,899
Total 70,17, 129,71

(*) The Group has adopted the hedge accountingams duly 15, 2011, using derivative contracts
related to Amaralina Star and Laguna Star drillslipnstruction. Additional information on these
instruments is included in Note 22. Accordinglye tbffect of the changes in the fair value of
these derivative contracts were recorded in “Ot@emprehensive Income/(Loss)” until the
completion of its construction and the disbursenwnihe Project Financing (Note 11). At the
completion date of construction of each equipmiin@ fair value adjustments balance recognised
in “Other Comprehensive Income/(Loss)” was captali
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16.

Interest rate swap contracts exchanging floatirigrést rates for fixed interest rates are
designated and effective as fair value hedges spew of interest rates. During the
periods presented, the hedge was effective in hgdfe fair value.

Derivative contracts designated as cash flow hedges

Under interest rate swap contracts, the Group agreeexchange the differences between
fixed and floating rate interest amounts calculaiedagreed notional principal amounts. Such
contracts enable the Group to mitigate the riskash flow exposures on the issued variable
rate debt. The fair value of the interest rate swapghe end of the reporting period is
determined by discounting the future cash flowsgishe yield curves, as disclosed below.

In connection with the Project Financing (Note fidr)the construction of Amaralina Star and
Laguna Star drillships, the Group has a contractmshmitment with the same financial

institutions to contract derivatives as hedgingrumaent of the debt in relation to changes in
LIBOR. Accordingly, the Group has swap contractscannection with the rates, spreads,
notional, terms and debt cash flows. The swap aotdrwere contracted on July 2011 and
follow the Project Financing terms.

The following table details the notional amountsl aemaining terms of interest contracts
outstanding at the end of the reporting periods.

Interest rate swaps US$ LIBOR/Pre-fixed rate

Notional amount Fair value
Loans and Payable leg Mar. 31, Dec.31, Mar.31, Dec.31,
Financial institution financings objective interest rate  Maturity 2014 2013 2014 2013
BNP, Citibank and ING financing Amaralina Star drillship
(joint leader arrangers) construction 2.815%p.a. Oct2018 392,591 403,556 19,370 20,863
BNP, Citibank and ING financing Laguna Star drillship
(joint leader arrangers) construction 2.900%p.a. Dec 2018 398,844 409,644 20,794 22,266

SHAREHOLDERS' EQUITY

Share capital

On July 26, 2013, the Company signed share sultiseripgreements with CGPE VI L.P. and
CIPEF VI QGOG S.a.r.l. (together denominated “CIRHF and Queiroz Galvéo Oil & Gas
International S.a.r.l. (“QGOG International”) fone subscription of 18,750,000 Company’s
shares of US$16.00 each, with a nominal per shateevof US$0.34, in the aggregate amount
of US$300 million, consisting of US$250 million frm CIPEF VI and US$50 million from
QGOG International.

The transaction completion was subject to the c@npé of certain conditions, including its
approval byCADE - Conselho Administrativo de Defesa Econértii@aministrative Council
for Economic Defense”), the Brazilian antitrustlaarity, which occurred on August 16, 2013
and was published in theiario Oficial da Uniao (“Official Daily Gazette”) on August 19,
2013. Under the Brazilian antitrust law, the partreust observe a waiting period of fifteen
days from such publication to implement the tratisac Thus, the proceeds from the equity
contribution were received in September 2013. Taresiaction costs amounted to US$396.
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The Company’s ultimate controlling party is the @o® Galvao family, who continued to be
the indirect controlling shareholders of the Comp#mrough QGOG International after the
capital increase previously described.

After the capital increase described above an@veats described irShare Splitand “Share
Dividend sections below, the Company’s share capital artotm US$63,200 comprised by
189,227,364 ordinary shares, with a nominal vafug$$0.33, as follows:

Rights over the amourit3

Ordinary Share

Shareholders shares Capital premium Total
Queiroz Galvao Oil & Gas International S.a.r.l AaR,142 46,857 568,328 615,185
Constellation Coinvestment S.a.r.l. 15,570,123 ®,20 63,075 68,275
Constellation Holding S.a.r.l. 17,739,099 5,925 881, 77,786
CGPE VI L.P. 303,125 101 1,228 1,329
CIPEF VI QGOG S.a.r.l. 15,321,875 5,117 62,069 67,186
Total as of March 31, 2014 189,227,36463,200 766,561 829,761

(1) Represents the shareholders rights over thaiaimi@ontributed based on the ownership interetteat
balance sheet date.

The shareholders historical capital contributionsrevas follows: QGOG International,
US$150,755, Constellation Coinvestment S.a.r.l.affital 1), US$196,063, Constellation
Holding S.a.r.l. (“Capital 2”), US$223,552, CGPE MP., US$4,844, and CIPEF VI QGOG
S.ar.l., US$244,826. Such amounts are net ofddios costs.

Capital 1 and Capital 2 are entities controlledyEF Constellation Coinvestment Fund L.P.
and Cipef V Constellation Holding L.P., respectwelwnhich are limited partnerships
organized under the laws of Delaware, United Staftésnerica.

Share Split

On January 29, 2013, the Company’s shareholderewagg a one-for-three forward share split
of QGOG Constellation’s common shares, immediatelyerting all of the Company’s shares
to shares with no par value.

Share Dividend

On January 29, 2013, the Company’s shareholdersoagg a share dividend of 3,580,026

common shares. The shares were issued pro-rake t6dmpany’s existing shareholders and
the Company recorded a capital increase in the abafuJS$1,193 using the share premium

reserve. All references to common share valuehése unaudited condensed consolidated
interim financial statements have been retroadtiadjusted to reflect this share dividend.

Legal reserve

In accordance with Luxembourg Corporate Law, theraimolders of aociété anonymmust
allocate 5% of the Company’s annual profit of itglividual financial information, after
deduction of any losses brought forward from prasigears, to the minimum legal reserve.
Such allocation must consider the Company’s indialdfinancial statements prepared in
accordance with Luxembourg Generally Accepted Aantiog Principles (“LUxGAAP”).
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The above mentioned requirement will only ceasennthe legal reserve reaches an amount
equivalent to 10% of the Company’s issued sharégatapdditionally, this reserve may not be
distributed in the form of cash dividends, or othiee, during the Company’s existence. The
appropriation to legal reserve becomes effectiterapproval at the general shareholders
meeting.

On January 29, 2013, the Company’s general shatetsomeeting approved the transfer of
US$5,683 from share premium to the legal reserve.

Dividends policy

Any future determination relating to Company’s demd policy will be made by the Board of
Directors and will depend on a number of factongjuding earnings, capital requirements,
contractual restrictions, financial condition, freyprospects and other factors that the Board
of Directors may deem relevant. Nevertheless, theistbn to distribute dividends will
however be taken by the general shareholders ngeetion a proposal by the issuer’s Board
of Directors.

Additionally, any dividends paid by the Company Iwide subject to a Luxembourg
withholding tax at a rate of 15% (17.65% if theidend tax is not charged to the shareholder),
subject to the exceptions provided by the Luxemaiax law or by double tax treaties
concluded by the Grand Duchy of Luxembourg and ¢bantry of the shareholders tax
residency.

The withholding tax must be withheld from the grdsstribution and paid to the Luxembourg
tax authorities.

Other Comprehensive Items (OCl)

Cash flow hedging reserve

The hedging reserve consists of the effective portif cash flow hedging instruments related
to hedged financing transactions.

Foreign currency translation adjustments reserve

The currency translation adjustments reserve igl ts@ecord exchange adjustments arising
from the translation of foreign subsidiaries’ fiméad information.
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Changes in Other Comprehensive ltems

Changes in comprehensive income for the three-mmatilods ended March 31, 2014 and 2013 are asvsllo

Cash flow hedge fair value adjustments

Shares of
investments
Attributable to  Attributable to  Total cash flow other Currency
owners of non-controlling  hedge fair value comprehensive translation
the Group interests adjustments income (loss) adjustments  Total
Balances as of December 31, 2012 3,395 2,779 6,174 (23,311) 18,432 1,295
Fair value adjustment on derivative contracts 3,883 3,177 7,060 - - 7,060
Fair value adjustment on joint ventures' derivative
contracts - - - 1,394 - 1,394
Exchange differences arising during the period - - - - 613 613
Balances as of March 31, 2013 7,278 5,956 13,234 (21,917) 19,045 10,362
Balances as of December 31, 2013 5,553 4,545 10,098 (7,009) 12,237 15,326
Fair value adjustment on derivative contracts (144) (118) (262) - - (262)
Fair value adjustment on joint ventures’ derivative
contracts - - - (2,685) - (2,685)
Exchange differences arising during the period - - - - 1,672 1,672
Balances as of March 31, 2014 5,409 4,427 9,836 (9,694) 13,909 14,051
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17.

Non-controlling interests

The Group’s unaudited condensed consolidated mtefinancial statements include
Amaralina e Laguna, whose share capital is 55% dwoe the Group. The portion of
Amaralina and Laguna total shareholders’ equity atbibutable to the Group is included in
non-controlling interests.

Profit per share

Basic and diluted profit per share amounts areutatied by dividing the profit for the period,
all from continuing operations, attributable to ioaty equity holders of the parent by the
Company'’s weighted average number of ordinary shaméstanding during the period.

Three-month period
ended March 31,

2014 2013
Profit attributable to the owners of the Company 77,378 51,986
Weighted average number of ordinary shares foutation purposes
(thousands of shares) 189,227 170,477
Basic and diluted profit per share 0.41 0.30

The Group has no potential dilutive shares. Theegfdiluted profit per share is equal to basic
profit per share.

NET OPERATING REVENUE

The Group’s operating revenue is mainly derivednfrcharter agreements and related drilling
services. As of March 31, 2014 and 2013, of thal tatvenues, 98% and 96%, respectively,
are derived from one client, Petrobras.

Net operating revenue is presented after the fatiguems:

Three-month period
ended March 31,

2014 2013
Operating revenue 269,139 266,341
Taxes levied on revenue:
Social Integration Program (PIS) (996) (1,074)
Social Investment Program (COFINS) (4,589) (5,018)
Services Tax (ISS) (1,168) (1,452)
Net operating revenue 262,386 258,797
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18. COST OF SERVICES AND OPERATING EXPENSES

19.

20.

Three-month period nded March 3:

201/ 201:
General an General an
Cost of administrative Cost of administrative
Costs and expenses by naturservices expenses Total services expenses Total
Payroll, charges and bene (52,487 (7,673 (60,160 (57,046 (7,002) (64,048
Depreciatiol (47,350 (238 (47,588 (48,560 (283 (48,843
Materials (14,881 - (14,881 (17,645 - (17,645
Maintenanc (15,099 - (15099) (11,850 - (11,850
Insuranc (4,931 - (4,931 (4,742 - (4,742
Othe!™ (9,01¢) (3,966) (12,989 _(11,78)) (4,507) (16,285

(143,76)  (11.87) (155.64) (151.62)  (11,78)  (163.41)

(1) Cost of services: mainly comprised of rig baagdtransportation; lodging and meals; data trassion;
among others.

General and administrative expenses: mainly caagrof transportation; information technology; exat
legal advisors; auditors; advisory services; ammhgrs.

OTHER INCOME (EXPENSES), NET
Three-month perio
ended March 31,
201¢ 201:
Revenue from sales oP&E 12 24¢
Othel 85 -
Other incom 97 24¢
Cost of PP&E sol - (20)
Transaction cost” - (1449
Other expenst - (1,469
Total incom« (expenses, ne 97 (1,220

(*) Transaction costs written off due to the IP@&stponement (Note 1).

FINANCIAL EXPENSES, NET
Three-month perio
ended March 31,
201« 201:
Interest orshor-terminvestment 1,07¢ 961
Financial income from related part 4,131 93C
Other financial incomr 44 22
Financid income 5,281 1,91:
Financial charges on loans and financ (27,451 (33,09)
Derivative expenss (3,193 (6,307
Financial expenses from related pal (1,279 (1,42))
Other financial expens (1,3779) (1,76%)
Financial expens (33,200 (42,58
Foreign exchangrate variations, n (219 (627)
Financial expenses, 1 (28,1¢8 (41.30))
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21. TAXES
Most of the entities comprising the Group are ledain jurisdictions that do not charge
income tax. Certain of the consolidated entitiesrafe in the Netherlands and Luxembourg,
but none of these reported taxable income for dr@g@s presented.
QGOG operates in Brazil, and the related taxescanttibutions are as follows:

a) Recoverable taxes

March 31, December 31,

2014 2013
Social Integration Program (“PI1S”) and
Social Investment Program (“COFINS”) 175 1,832
Income tax (IRPJ) and social contribution (CSEL) 684 147
Total 859 1,979

(1) Mainly refers to withholding taxes on Petrobiragoices.
b) Taxes payables

March 31, December 31,

2014 2013
Taxes on revenue (PIS and COFINS) 199 424
Income tax (IRPJ) and social contribution (CSLL) 808 3,349
Services Tax (ISS) 2,506 952
State VAT (ICMS) 121 135
Others 180 191
Total 5,812 5,051

c) Deferred tax assets

March 31, December 31,

2014 2013
Taxes on revenue (PIS/COFINS/ISS) 2,079 211
Total 2,079 211
Current 1,383 153
Non-current 696 58

d) Deferred tax liabilities

March 31, December 31,

2014 2013
Income tax (IRPJ) and social contribution (CSIL) 4,992 5,136
Total 4,992 5,136

(*) Deferred tax liabilities effect related to tdeemed cost adjustments.
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e) Effect of income tax results
The tax rate used for the three-month periods enlliedich 31, 2014 and 2013
reconciliations below refers to the corporate na@hiax rate of 34% in accordance with
the Brazilian tax law, jurisdiction in which QGO®r@zilian subsidiary) operates.

The amounts reported as income tax expense inahsobidated statement of operations
are reconciled from the nominal rate to the effectate as follows:

Three-month

period

ended March 31,

2014 2013
Profit before taxes 79,909 54,951
Income tax and social contribution at nominal rate 869 279
Adjustments to derive effective tax rate:
Non-deductible expenses (567) (596)
Tax loss carryforwards utilizet) - 92
Other 9 370
Taxes 311 145
Effective tax rate 0.4% 0.3%

(i) As of March 31, 2014 and December 31, 2013, 0@Ghas tax loss carryforwards in
the amounts of US$1,377 and US$1,330, respectif@lyyhich no deferred tax assets
are recorded. QGOG is managed in a consolidated bimg with the Group, thus
there is no estimate of taxable profits in indiatlterms aiming the compensation of
tax loss carryforwards in the foreseeable future.

Transitional Tax System (RTT)

For purposes of determining income tax and soaalrdoution amounts regarding the
Brazilian subsidiaries, in 2008 was issued the Browal Measure (“MP”) 449/08,
subsequently converted into Law 11,941/09 that gbdnthe Brazilian Corporate Law
(Law 6,404/76) in order to grant the entities th®ian to adopt the provisions of the
Transitional Tax System (“RTT”). These changesvedld the entities to neutralize the
accounting effects derived from Law 11,638/07, aontrol the reconciling items between
the accounting and tax books in the Taxable Incémsessment Book (“LALUR”) or
auxiliary records, in a way that the new introdueedounting framework (IFRS) would
not impact the income tax and social contributialtalation.

On May 14, 2014, the Law 12,973/14 was enactece&se the applicability of the RTT.
The main objective of such Law is to establish tR&S also as basis for the tax
adjustments for income tax and social contributicadculation. The Group is still
evaluating the impacts in its operations, as tlermed Law is applicable for fiscal years
beginning in January 1, 2015 and the early adopsigrermitted. According to preliminary
studies, the Group’s management does not expeataigrial impact on the consolidated
financial statements.
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22. FINANCIAL INSTRUMENTS

a) General considerations

The Group manages its capital to ensure that tiseenwill be able to continue as a going
concern while maximizing the return to shareholdkersugh the optimization of debt and
equity mix.

The Group’s main financial instruments are cash a@adh equivalents, short-term
investments, restricted cash, trade and othervaloleis and payables, loans and financings
and derivative instruments, as follows:

March 31, 2014 December 31, 2013
Carrying Fair Carrying Fair

Category amount value amount value

Financial assets
Cash and bank deposits Loans and receivables 40,94540,945 48,896 48,896
Cash equivalents Fair value through profit or loss148,907 148,907 168,634 168,634
Short-term investments Fair value through profiloss 295,729 295,729 283,399 283,399
Restricted cash Fair value through profit or loss 3,360 53,360 38,674 38,674
Trade and other

receivables Loans and receivables 85,039 85,0390,941 90,941
Receivables from related
parties Loans and receivables 288,803 288,803 Q45,5 245,507
Financial liabilities
Loans and financings Other financial liabilities 927,713 2,954,702 3,003,258 3,003,713
Trade and other payables Other financial liabgitie 30,271 30,271 27,238 27,238
Payables to related parties Other financial liabilities 236,759 236,759  233,315233,315
Derivatives Fair value through profit or loss 7017 70,177 78,389 78,389

The Group has no forward contracts, opti@gaptiongswaps with non-exercise options),
flexible options, derivatives embedded in otherdoieis or exotic derivatives. The Group
does not conduct derivative transactions for s@im@ purposes, thus reaffirming its
commitment to a policy of conservative cash managgm

Management believes that there is no significaak of short-term fluctuations in the day-
rates on charter agreements due to the respegiieeraents being long-term.

Except for loans and financings, Management aldie\ss that the carrying amounts of
the remaining financial instruments are not sigaifitly different from their fair value as it
considers that interest rates on such instrumeataat significantly different from market
rates.

Additionally, the amounts of trade accounts redagies and payables reported in these

unaudited condensed consolidated interim finarstialements do not significantly differ
from their fair value due to the turnover of theseounts being of approximately 30 days.
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b) Fair value hierarchy

IFRS 7 -Financial Instruments: Disclosuregefines fair value as the value or price that
would be received to sell an asset or paid to teares liability in a transaction between
participants in an ordinary market on the measurgémate. IFRS 7 clarifies that fair value
shall be based on assumptions that market panitspse when measuring a value or price
for an asset or a liability and establishes a hibna that prioritizes the information
considered to develop those assumptions.

The fair value hierarchy gives greater weight tailable market information (i.e.

observable data) and less weight to informatioateel to data without transparency (i.e.
unobservable data). Additionally, it requires ththe entity consider all aspects of
nonperformance risk, including the entity’'s ownditeto measure the fair value of a
liability.

IFRS 7 also establishes a three levels hierarclg tosed in order to measure and disclose
the fair value. A categorization tool in the faalwe hierarchy is based on the lowest level
of “input” significant for its measurement. A degtion of the three hierarchical levels is
as follows:

Level 1 - The “inputs” are determined based ongwit an active market for identical
assets or liabilities at the measurement date. tuabhdilly, the entity must be able to trade
in an active market and the price cannot be adjusyehe entity.

Level 2 - The “inputs” are other than prices asdained by Level 1 that are observable
for the asset or liability, directly or indirectlifhe “inputs” level include two prices in an

active market for similar assets or liabilitiesjcps in an inactive market for identical

assets or liabilities, or “inputs” that are obséxeaor can corroborate the observation of
market data by correlation or other means for suitstily every part of the asset or

liability.

Level 3 - The “inputs” are those unobservable frorimor or no market activity. These
“inputs” represent Management's best estimates a&eh participants could assign value
or price for these assets or liabilities. Generadlhye assets and liabilities are measured
using Level 3 pricing models, discounted cash flaw,similar methods that require
significant judgments or estimates.

According to IAS 39 Financial Instruments: Recognition and Measurem#éme Group
measures its cash equivalents, short-term investmeastricted cash and derivative
financial instruments at fair value. Cash equivieshort-term investments and restricted
cash are classified as Level 1 since they are megsising market prices for identical
instruments. Derivative financial instruments atassified as Level 2 since they are
measured using similar financial instruments.

Financial instruments fair value measurement

The Group assessed the evaluation of financiatsaasel liabilities in relation to its market
values or its effective recoverable amount, usivglable information and best practices
and methodologies of market valuations for eaarasiin.
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Market data information interpretation about mettiodies choice requires a higher level
of judgment and establishment of reasonable esintat achieve the fair value.
Consequently, the estimate presented may not igicecessarily, the amounts that
maybe obtained in current market. The use of diffehypothesis to fair values calculation
can result in significant effect in obtained values

The method used to assess the derivatives faieya@presented exclusively by interest
rate swaps, was obtained by inputs that are ohskernes can corroborate the observation
of market data by correlation or other means fdrsgantially every part of the asset or
liability.

For securities that has quoted price in active etarkProject Bond and Corporate Bond),
the fair value is equal to its last quoted pricetred balance sheet date obtained from
Bloomberg, multiplied by the number of notes ircalation.

For contracts where the current conditions arelamo those in which they originated or
that do not have parameters for quotation or coptfair values are similar to its carrying
amounts.

In the evaluation carried out for the purpose deduaining the fair value of assets and
liabilities measured at amortized cost method aswot considered the applicability of this
adjustment, due to the following reasons:

v' Trade and other receivables and payables: very-sgvon of maturity; and

v" Loans and financings (other than the Project Bartithe Corporate Bond) and related
parties: the fair value information has not beestidised for these instruments because
fair value cannot be measured reliably.

Financial risk management

The Group is exposed to liquidity, credit and manksks. Management believes that the
Group’s principal market risk is its exposure ttenest rate risk, as discussed below.

Liquidity risk

Ultimate responsibility for liquidity risk managemterests with the Board of Directors,
which has built a liquidity risk management framekvéor managing the Group’s short
and long-term funding and liquidity management meuents. The Group manages
liquidity risk by a combination of maintaining adeqde reserves, banking facilities and
reserve borrowing facilities (Note 11) and by contiusly monitoring forecast and actual
cash flows and matching the maturity profiles obficial assets and liabilities.

The Group cultivates relationships with specifienders and continually monitors its
funding needs together with these lenders. The Groanages the majority of its long-
term financing on a project-by-project basis. Sficlancing is arranged as required to
support the Group’s operations and growth.
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As of March 31, 2014, the Group presents workingiteh deficiency in the amount of
US$239,459 (US$40,891 as of December 31, 2013)niynais a result of the current
investments. The Group’s strategy in relation tds tivorking capital deficiency is
described in Note 1.

The following table details the Group’s liquidityalysis for its non-derivative financial
liabilities and related derivative financial ingtmants. The table has been drawn up based
on the undiscounted contractual cash inflows arflaves for the financial instruments.

When the amount payable or receivable is not fixé&, amount disclosed has been
determined by reference to the projected inteisisras illustrated by the yield curves at
the end of the reporting period:

Loans and Trade Related

Period financings Derivatives payables parties Total
2014 622,783 30,126 30,271 4,663 687,843
2015 518,836 26,906 - 7,895 553,637
2016 435,287 11,888 - 7,927 455,102
2017 578,656 1,996 - 2,755 583,407
2018 532,914 (584) - 9,931 542,261
After 2018 743,750 - - 393,063 1,136,813
Total 3,432,226 70,332 30,271 426,234 3,959,063
Credit risk

Credit risk refers to the risk that counter-partyl @Wefault on its contractual obligations
resulting in financial loss to the Group. Finandradtruments that potentially subject the
Group to concentrations of credit risk are primarash and cash equivalents, trade
receivables and receivables from related partid@s.the Group’s practice to place its cash
and cash equivalents in time deposits at finanogltutions with high credit ratings or at
mutual funds, which invest exclusively in high dgtyaimoney market instruments. The
Group limits the exposure amount to any one fir@nicistitution to minimize its credit
risk exposure.

For the three-month period ended March 31, Z@é#tobras has accounted for 98% of total
revenues. Therefore, management considers thatctbdit risk arising from this
concentration is minimal considering that Petrobsas government controlled entity with
a history of full payment and of being respectfucontractual rights.

Petrobras is an independent third party of the @and has valid contracts until late 2034.

Interest rate risk

The Group is exposed to interest rate risk becansiées in the Group borrow funds at
both fixed and floating interest rates. The risknignaged by the Group by maintaining an
appropriate mix between fixed and floating ratertmaings, and by the use of interest rate
swap contracts. The Group is exposed to fluctuatinordS$ LIBOR interest rates charged
on its loans and financings as reported in NoteAkldiscussed in Note 15, the Group
manages this interest rate risk by eliminatingatala-to-fixed interest rate swaps.
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d)

As a result of the swaps in place at the balaneetstate, the Group’s exposure to changes
in interest rate expense as a result of fluctuatiodJS$ LIBOR is in respect of changes in
fair values of the respective interest rate swaAgsliscussed in Note 15, these interest rate
swaps are held at fair value in the statementr@nitial position. The fair value of these
instruments is affected by factors including mamogbectations for future changes to US$
LIBOR. Changes to these expectations affect thaeval the Group’s swapgroducing
effects in the statement of operations and statemfecomprehensive income unless such
changes are capitalized.

Interest rate sensitivity analysis

The sensitivity analyses below have been determbes®d on the exposure to interest
rates for both derivative and non-derivative instemts at the end of the reporting period
and considers the effects of an increase or dexida 1 percent on outstanding loans and
financings and the effects of either an increasa decrease of 0.1 percent in the interest
curve (LIBOR), and its impacts in the swaps markntarket on the date of the unaudited
condensed consolidated interim financial statemelRts floating rate liabilities (US$
LIBOR plus spread), the analysis is prepared assyithie liability amount outstanding at
the end of the reporting period was outstandingdterentire period. A 0.1 percent increase
or decrease in US$ LIBOR is used when reportingrést rate risk internally to key
management personnel and represents managemesgssament of the reasonably
possible change in interest rates.

If the US$ LIBOR had been 0.1 percent higher/loaed all other variables were held
constantthe Group’s:

v' Profit for the three-month pericds ended March 2014 and 2013 would
increase/(decrease) by UBHK andUS#5, respectively. This is mainly attributable to
the Group’s exposure to interest rates on its variadie borrowings (US$ LIBOR plus
spread); and

v' Other comprehensive income for the three-month periodiee March 31, 2014 and
2013 would decrease/increase by US$791 dB8&874, respectively. This is mainly
due as a result of the changes in the fair valubetash flow hedges.

Capital management

The Group manages its capital structure, which istef the relation between financial
debt and shareholders’ equity in accordance with imarket practices, as follows:

March 31 December 3:

2014 201¢
Loans and financin(® 2,937,71. 3,003,25!
Cash transactio © (538,947 (539,60
Net deb 2,398,77. 2,463,65!
Shareholders’ equi‘® 1,9€3,798 1,904,85:
Net debt rati(@ * @1 L@+ ®+(c 55% 56%

(@) Consider all loans and financings.
(b) Includes cash and cash equivalents, short-ternsiments and restricted cash.
(c) Includes all shareholders’ equity accounts managechpital.
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23.

24,

25.

26.

INSURANCE

As of March 31, 2014 and December 31, 2013, magsets or interests covered by insurance
policies and respective amounts are summarizeavbelo

March 31, December 31,

2014 2013
Civil liability 2,207,185 2,125,044
Operating risks 5,488,695 5,631,040
Operational headquarter and others 13,306__ 12,328
Total 7,709,186 7,768,412

PENSION PLAN

The Company, through its subsidiary QGOG, offensrimate defined contribution pension
plan to all employees and management. Under thsigemlan, up to 12% of the monthly
salary is contributed by the employee and up t&6lB/ the employer, according to the
employee’s seniority level. The pension plan is agmd by Bradesco Vida e Previdéncia
S.A.. When employees choose to abandon the plaoréoghe end of payments, the
contributions still payable are reduced to the am@iready paid by QGOG. QGOG'’s only
obligation to the Pension Plan is to make its dpgtcontributions.

For the three-month periods ended March 31, 2084284 3, contributions payable by QGOG
at rates specified by the plan rules amounted 388 and US$601, respectively.
ADDITIONAL INFORMATION ON CASH FLOWS

Three-month period
ended March 31,

2014 2013
Non-cash investing activities:
Recognition of accrued costs of the drillship uncamstruction 127,717 -
Borrowing costs capitalized, net of hedging adjiesita 3,280 1,555

130,997 1,555

SEASONALITY

There is no seasonality impact over the Group’srtehaagreements and related drilling
services.
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27.

28.

SUBSEQUENT EVENTS
FPSO Cidade de llhabela milestone payment

On April 9, 2014 the Group made an equity contidouto Guara Norte S.a.r.l. amounting to
US$10,155, in connection with the twelfth milestook the FPSO Cidade de llhabela
construction contract.

FPSO Cidade de Marica milestone payment

On April 17, 2014 the Group made a payment to Alfda Alto S.a.r.. amounting to
US$7,399 through an equity contribution and a laarmounting to US$2,664 and US$4,735,
respectively, in connection with the fifth milestéoaf the FPSO Cidade de Marica construction
contract.

Urca Dirilling B.V. equity contribution

On April 24, 2014 the Group made an equity contrduto Urca Drilling B.V. amounting to
US$2,734, in connection with the Urca semi-subnbdgddrilling rig construction contract.

Group’s working capital credit line

On May 9, 2014, the Group signed a working capitadit line agreement with Bradesco,

which amounts to US$150 million, with a 3-year tebmaring interest rate at LIBOR plus

3.05% p.a.. The Company will also incur in a connneiht fee of 0.92% p.a. over the amounts
of credit line not used. Until the present date@oenpany did not use this credit line.

Brava Star drillship

On May 26, 2014, the Group signed a three-yearracinto charter and render the operating
services within the pre-salt area offshore Bramging the Brava Star drillship to the
consortium BM-S-11, which is comprised by Petroli@serator), BG E&P Brasil Ltda. and
Petrogal. The start of operations is expected ¢oioloy March 2015.

APPROVAL OF THE UNAUDITED CONDENSED CONSOLIDATED I[NERIM
FINANCIAL STATEMENTS

The unaudited condensed consolidated interim filahrstatements were approved by the
Company’s management and authorized for issue gn24a2014.
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