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Presentation of Information in this Annual Report

This annual report on Form 20-F for the year ended December 31, 2015, or the annual report, should be read in
conjunction with the Consolidated and Combined Carve-Out Financial Statements and accompanying notes included

in this report. Unless the context otherwise requires, references in this annual report to “Seadrill Partners LLC,” “Seadrill
Partners,” the “Company,” “we,” “our,” “us” or similar terms refer to Seadrill Partners LLC, a Marshall Islands limited liabilit;
company, or any one or more of its subsidiaries (including OPCO, as defined below), or to all of such entities, and, for
periods prior to the Company's initial public offering on October 24, 2012, the Company's combined entity.

References to the Company's “combined entity” refer to the subsidiaries of Seadrill Limited that had interests in the
drilling units in the Company's initial fleet prior to the Company's initial public offering, or in the case of drilling units
subsequently acquired from Seadrill Limited in transactions between parties under common control, the subsidiaries

of Seadrill Limited that had interests in the drilling units prior to the date of acquisition. References in this annual

report to “Seadrill” refer, depending on the context, to Seadrill Limited (NYSE: SDRL) and to any one or more of its
direct and indirect subsidiaries. References to “Seadrill Management” refer to Seadrill Management Ltd, Seadrill
Management AS, and Seadrill UK Ltd, the entities that do or have provided the Company with personnel and
management, administrative, financial and other support services.

The Company owns (i) a 58% limited partner interest in Seadrill Operating LP, as well as the non-economic general
partner interest in Seadrill Operating LP through the Company's 100% ownership of its general partner, Seadrill
Operating GP LLC, (ii) a 51% limited liability company interest in Seadrill Capricorn Holdings LLC and (iii) a 100%
interest in Seadrill Partners Operating LL.C. Seadrill Operating LP owns: (i) a 100% interest in the entities that own

and operate the West Aquarius, the West Vencedor, West Leo and the West Polaris (ii) an approximate 56% interest

in the entity that owns and operates the West Capella and (iii) a 100% limited liability company interest in Seadrill
Partners Finco LLC. Seadrill Capricorn Holdings LLC owns 100% of the entities that own and operate the West
Capricorn, the West Sirius, the West Auriga, and the West Vela. Seadrill Partners Operating LLC owns 100% of the
entities that own and operate the T-15 and T-16. Seadrill Operating LP, Seadrill Capricorn Holdings LLC and Seadrill
Partners Operating LLC are collectively referred to as “OPCO.”

All references in this annual report to “OPCQO” when used in a historical context refer to OPCQO’s predecessor companies
and their subsidiaries, and when used in the present tense or prospectively refer to OPCO and its subsidiaries,
collectively, or to OPCO individually, as the context may require.

References in this annual report to “Seadrill Member” refer to the owner of the Seadrill Member interest, which is a
non-economic limited liability company interest in Seadrill Partners and is currently held by Seadrill Member LLC.
Certain references to the “Seadrill Member” refer to Seadrill Member LLC, as the context requires.

References in this annual report to “ExxonMobil,” “Chevron,” “Total”, “BP”, "Tullow" and "Petronas" refer to subsidiaries of
ExxonMobil Corporation, Chevron Corporation, Total S.A., BP Plc, Tullow Plc and "Petroliam Nasional Berhad
(PETRONAS)" respectively, that are the Company’s customers.

Important Information Regarding Forward Looking Statements

Forward-looking statements include statements concerning plans, objectives, goals, strategies, future events or
performance, and underlying assumptions and other statements, which are other than statements of historical or
present facts or conditions.

This annual report and any other written or oral statements made by us or on our behalf may include forward-looking
statements which reflect our current views with respect to future events and financial performance. The words
"believe," "anticipate,” "intend," "estimate," "forecast,” "project,” "plan," "potential," "may," "should," "expect" and
similar expressions identify forward-looking statements.

nn non nan

The forward-looking statements in this annual report are based upon various assumptions, many of which are based, in
turn, upon further assumptions, including without limitation, management's examination of historical operating trends,
data contained in our records and other data available from third parties. Although we believe that these assumptions
were reasonable when made, because these assumptions are inherently subject to significant uncertainties and
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contingencies which are difficult or impossible to predict and are beyond our control, we cannot assure you that we
will achieve or accomplish these expectations, beliefs or projections.

In addition to these important factors and matters discussed elsewhere in this annual report, and in the documents
incorporated by reference in this annual report, important factors that, in our view, could cause actual results to differ
materially from those discussed in the forward-looking statements include:

the Company's distribution policy and the Company's ability to make cash distributions on the Company's units or any
increases or decreases in distributions and the amount of such increases or decreases;

the Company's ability to borrow under the credit facility between OPCO, as borrower, and Seadrill, as lender;

the Company's future financial condition or results of operations and future revenues and expenses;

the repayment of debt;

the ability of the Company, OPCO and Seadrill to comply with financing agreements and the effect of restrictive
covenants in such agreements;

the ability of the Company's drilling units to perform satisfactorily or to the Company's expectations;
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the financial condition of Seadrill;
fluctuations in the international price of oil;
discoveries of new sources of oil that do not require deepwater drilling units;
the development of alternative sources of fuel and energy;
technological advances, including in production, refining and energy efficiencys;
sveather events and natural disasters;
the Company's ability to meet any future capital expenditure requirements;
the Company's ability to maintain operating expenses at adequate and profitable levels;
expected costs of maintenance or other work performed on the Company's drilling units and any estimates of
downtime;
the Company's ability to leverage Seadrill’s relationship and reputation in the offshore drilling
industry;
the Company's ability to purchase drilling units in the future, including from Seadrill;
tncreasing the Company's ownership interest in OPCO;
delay in payments by, or disputes with the Company’s customers under its drilling contracts;
the financial condition of the Company’s customers and their ability and willingness to fund oil exploration,
development and production activity;
the Company’s ability to comply with, maintain, renew or extend its existing drilling contracts;
the Company’s ability to re-deploy its drilling units upon termination of its existing drilling contracts at profitable
dayrates;
the Company's ability to respond to new technological requirements in the areas in which the Company operates;
the occurrence of any accident involving the Company’s drilling units or other drilling units in the industry;
changes in governmental regulations that affect the Company and the interpretations of those regulations, particularly
those that relate to environmental matters, export or import and economic sanctions or trade embargo matters,
regulations applicable to the oil industry and tax and royalty legislation;
competition in the offshore drilling industry and other actions of competitors, including decisions to deploy or scrap
drilling units in the areas in which the Company currently operates;
the availability on a timely basis of drilling units, supplies, personnel and oil field services in the areas in which the
Company operates;
eeneral economic, political and business conditions globally;
military operations, terrorist acts, wars or embargoes;
potential disruption of operations due to accidents, political events, piracy or acts by terrorists;
the Company's ability to obtain financing in sufficient amounts and on adequate terms;
workplace safety regulation and employee claims;
the cost and availability of adequate insurance coverage;
the Company's fees and expenses payable under the advisory, technical and administrative services agreements and
the management and administrative services agreements;
the taxation of the Company and distributions to the Company's unitholders;
future sales of the Company's common units in the public market;
acquisitions and divestitures of assets and businesses by Seadrill; and
the Company's business strategy and other plans and objectives for future operations.

We caution readers of this annual report not to place undue reliance on these forward-looking statements, which speak
only as of their dates. We undertake no obligation to update any forward-looking statement or statements to reflect
events or circumstances after the date on which such statement is made or to reflect the occurrence of unanticipated
events. New factors emerge from time to time, and it is not possible for us to predict all of these factors. Further, we
cannot assess the impact of each such factor on our business or the extent to which any factor, or combination of
factors, may cause actual results to be materially different from those contained in any forward looking statement.
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PART 1

Item 1. Identity of Directors, Senior Management and Advisers
Not applicable.

Item 2. Offer Statistics and Expected Timetable

Not applicable.

Item 3. Key Information

A.  Selected Financial Data

The following table presents, in each case for the periods and as of the dates indicated, the Company's selected
Consolidated and Combined Carve-Out financial and operating data, which includes, for periods prior to the
completion of the Company's initial public offering, or the IPO, on October 24, 2012, selected Consolidated and
Combined Carve-Out financial and operating data of the combined entity.

The following financial data should be read in conjunction with Item 5 “Operating and Financial Review and Prospects”
and the Company's historical Consolidated and Combined Carve-Out financial statements and the notes thereto
included elsewhere in this annual report.

The Company's financial position, results of operations and cash flows could differ from those that would have
resulted if the Company operated autonomously or as an entity independent of Seadrill in the periods prior to the
Company's IPO for which historical financial data are presented below, and such data may not be indicative of the
Company's future operating results or financial performance.

Year Ended December 31,
2015 2014 2013 2012 2011
(in millions, except per unit data)

Statement of Operations Data:

Total operating revenues $1,741.6 $1,342.6 $1,064.3 $911.8 $678.9
Total operating expenses (8979 ) (727.8 ) (576.6 ) (479.7) (330.9)
Net operating income 843.7 614.8 487.7 432.1  348.0
Total financial items (2547 ) (2654 ) (39.1 ) (99.6 ) (132.3)
Income before income taxes 589.0 349.4 448.6 3325 215.7
Income taxes (100.6 ) (34.8 ) (332 ) @389 ) (347 )
Net income $488.4  $314.6  $4154  $293.6 $181.0
Earnings per unit (basic and diluted) (1)

Common unitholders $2.45 $1.75 $2.15 $0.29 $—
Subordinated unitholders $2.45 $1.75 $1.83 $0.13 $—

(1) Earnings per unit information has not been presented for any period prior to the Company’s initial public offering
(“IPO”). The equity holders of the Company subsequent to the IPO had no contractual rights over the earnings of the
Company for periods prior to the IPO on October 24, 2012. Therefore the earnings per unit in 2012 only relates to the
post IPO earnings.

As at December 31,

2015 2014 2013 2012 2011

(in millions, except fleet and unit data)
Balance Sheet Data (at end of period):

Cash and cash equivalents $319.0 $242.7 $89.7 $21.2 $155
Drilling units 5,547.3 5,141.1 3,448.3 3,241.9 1,837.0
Total assets 6,841.1 6,268.1 4,062.6 3,754.9 3,344.6

10
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Total interest bearing debt (1) 3,840.2 3,572.0 2,350.5 2,057.0 2,166.0
Total equity 2,097.4 2,044.3 1,254.6 1,424.4 1,252.5

(1) During the year ended December 31, 2015 the Company adopted Accounting Standards Update (ASU) 2015-03,
Interest - Imputation of Interest, (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs, which
requires the debt issuance costs related to a recognized debt liability to be presented in the balance sheet as a direct
deduction from the carrying amount of that debt liability, consistent with debt

1

11
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discounts and premiums. Accordingly the selected financial data has been retrospectively adjusted to reflect the
adoption of this ASU. The following amounts have been presented in the balance sheet as a direct deduction from the
carrying amount of the debt liability. Prior to the adoption of ASU 2015-03, these were presented as "Other current
assets" or "Other non-current assets".

As at December 31,

2015 2014 2013 2012 2011

(in millions)
Balance Sheet Data (at end of period):
Deferred charges - current and non-current portion $58.1 $78.4 $10.0 $19.0 $20.4

Please also refer to "Note 2 - Accounting policies" of the notes to the Consolidated and Combined Carve-Out
Financial Statements included in this annual report.

Year Ended December 31,

2015 2014 2013 2012 2011

(in millions, except fleet and unit data)
Cash Flow Data:
Net cash provided by operating activities $859.8 $ 608.7 $564.0 $278.2 $395.2
Net cash used in investing activities (376.3 ) (1,542.8 ) (159.3 ) (283.5 ) (1,010.8)
Net cash provided by / (used in) financing activities (407.6 ) 1,087.1 (336.2 ) 11.0 625.9
Net increase in cash and cash equivalents 76.3 153.0 68.5 5.7 10.3
Fleet Data (1):
Number of drilling units at end of period 11 10 8 6 5
Average age of drilling units at end of period (years) 4.7 3.6 3.1 2.9 2.3
Other Financial Data:
Capital expenditures $(18.6) $(31.6 ) $(159.3 ) $(283.5 ) $(594.5)
Distributions declared per unit 1.9525 2.1700 1.6775 0.2906 —

Members Capital:

Total members capital (excluding non-controlling interest) 964.3  928.2 299.0 524.6 946.2
Common Unitholders—units 75,278,255,278,250 44,400,563 24,815,000 —
Subordinated Unitholders—units 16,543,39®,543,350 16,543,350 16,543,350 —

During the year ended December 31, 2013, the Company acquired from Seadrill two tender rigs, the T-15 and the
T-16, which the Company holds through a 100% limited liability company interest in Seadrill Partners Operating
LLC, a 51% indirect interest in the semi-submersible drilling rig, the West Sirius, which the Company holds
through Seadrill Capricorn Holdings LLC, and a 30% indirect interest in the semi-submersible drilling rig, the
West Leo, which the Company holds through Seadrill Operating LP. These transactions were deemed to be a

(1)reorganization of entities under common control and therefore the fleet data has been retroactively adjusted as if
the Company had acquired the interests in these units when they began operations under the ownership of Seadrill.
As of January 2, 2014, the date of the Company’s first annual general meeting, Seadrill ceased to control the
Company as defined by generally accepted accounting principles in the United States, or GAAP, and, therefore,
Seadrill Partners and Seadrill are no longer be deemed to be entities under common control. As such, acquisitions
by the Company from Seadrill subsequent to this date are no longer accounted for under this method.

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

12
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D. Risk Factors

The Company's assets are primarily engaged in offshore contract drilling for the oil and gas industry in benign and
harsh environments worldwide, including ultra-deepwater environments. The following summarizes risks that may
materially affect the Company's business, financial condition, results of operations, cash available for distributions or
the trading price of the Company's common units.

2

13
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Table of Contents

Risks Inherent in the Company's Business

Because the Company's ownership interest in OPCO currently represents the Company's only cash-generating asset,
the Company's cash flow depends completely on OPCO’s ability to make distributions to its owners, including the
Company.

The Company's cash flow depends completely on OPCQO’s distributions to the Company as one of its owners. The
amount of cash OPCO can distribute to its owners principally depends upon the amount of cash it generates from its
operations, which may fluctuate from quarter to quarter based on, among other things:

the dayrates it obtains under its drilling contracts;

the level of its rig operating costs, such as the cost of crews, repair, maintenance and insurance;

the levels of reimbursable revenues and expenses;

its ability to re-contract its drilling units upon expiration or termination of an existing drilling contract and the
dayrates it can obtain under such contracts;

delays in the delivery of any new drilling units and the beginning of payments under drilling contracts relating to
those drilling units;

the timeliness of payments from customers under drilling contracts;

earn-out payment obligations related to purchases of drilling units;

prevailing global and regional economic and political conditions, including the current decline in the price of oil and
gas;

time spent mobilizing drilling units to the customer location;

changes in local income tax rates;

eurrency exchange rate fluctuations and currency controls; and

the effect of governmental regulations and maritime self-regulatory organization standards on the conduct of its
business.

The actual amount of cash OPCO has available for distribution also depends on other factors, such as:

the level of capital and operating expenditures it makes, including for maintaining and replacing drilling units or
modifying existing drilling units to meet customer requirements and complying with regulations or to upgrade
technology on the Company’s drilling units;

.its debt service requirements, including fluctuations in interest rates, and restrictions on distributions contained in its
debt instruments;

fluctuations in its working capital needs;

number of days of rig downtime or less than full utilization, which would result in a reduction of revenues under a
drilling contract;

whether the Company or OPCO exercises any options to purchase drilling units in the future that are required to be
offered to the Company or OPCO by Seadrill pursuant to the terms of the Omnibus Agreement or otherwise;
restrictions under laws applicable to OPCO and its subsidiaries that affect their ability to pay distributions;

the ability to make working capital borrowings and availability under the sponsor credit facility; and

the amount of any cash reserves, including reserves for future maintenance and replacement capital expenditures,
working capital and other matters, established by the Company's board of directors.

OPCO’s operating agreements provide that it will distribute its available cash to its owners on a quarterly basis.
OPCO’s available cash includes cash on hand less any reserves that may be appropriate for operating its business. The
amount of OPCO’s quarterly distributions, including the amount of cash reserves not distributed, is determined by the
Company's board of directors.

The amount of cash OPCO generates from operations may differ materially from its profit or loss for the period,
which is affected by non-cash items. As a result of this and the other factors mentioned above, OPCO may make cash
distributions during periods when it records losses and may not make cash distributions during periods when it records
net income.

The Company may not have sufficient cash from operations following the establishment of cash reserves and payment
of fees and expenses to enable the Company to pay the minimum quarterly distribution on its common units and
subordinated units.

14
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The source of the Company's earnings and cash flow consists exclusively of cash distributions from OPCO. Therefore,
the amount of cash distributions the Company is able to make to the Company's unitholders fluctuates, based on the
level of distributions made by OPCO to its owners, including the Company, and the level of cash distributions made
by OPCQ's operating subsidiaries to OPCO. OPCO or any such operating subsidiaries may make quarterly
distributions at levels that will not permit the Company to make distributions to the Company's common unitholders at
the minimum quarterly distribution level or to increase the Company's quarterly distributions in the future. In addition,
while the Company would expect to increase or decrease distributions to the Company's unitholders if OPCO
increases or decreases distributions to the

3
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Company, the timing and amount of any such increased or decreased distributions will not necessarily be comparable
to the timing and amount of the increase or decrease in distributions made by OPCO to the Company.
The Company's ability to distribute to its unitholders any cash it may receive from OPCO or any future operating
subsidiaries is or may be limited by a number of factors, including, among others:
tnterest expense and principal payments on any indebtedness the Company may incur;
restrictions on distributions contained in any of the Company's current or future debt agreements;

fees and expenses of the Company, the Seadrill Member, its affiliates or third parties the Company is required to

reimburse or pay, including expenses the Company incurs as a result of being a public company; and
reserves the Company's board of directors believes are prudent for the Company to maintain for the proper conduct of
its business or to provide for future distributions.
Many of these factors will reduce the amount of cash the Company may otherwise have available for distribution. The
Company may not be able to pay distributions, and any distributions the Company makes may not be at or above the
Company's minimum quarterly distribution. For example, on February 12, 2016, the Company reduced its quarterly
distribution to $0.25 per common unit for the quarter ended December 31, 2015. The actual amount of cash that is
available for distribution to the Company's unitholders depends on several factors, many of which are beyond the
Company's control.
The Company's ability to grow may be adversely affected by its cash distribution policy. OPCO’s ability to meet its
financial needs and grow may be adversely affected by its cash distribution policy.
The Company's cash distribution policy, which is consistent with the Company's operating agreement, requires the
Company to distribute all of the Company's available cash each quarter. Accordingly, the Company's growth may not
be as fast as businesses that reinvest their available cash to expand ongoing operations.
In determining the amount of cash available for distribution by OPCO, the Company's board of directors will approve
the amount of cash reserves to set aside for the Company and OPCO, including reserves for estimated maintenance
and replacement capital expenditures, current and future debt service requirements, working capital, reserves required
to comply with applicable law and financing or other agreements. OPCO will also rely upon external financing
sources, including commercial borrowings, to fund its capital expenditures. Accordingly, to the extent OPCO does not
have sufficient cash reserves or is unable to obtain financing, its cash distribution policy may significantly impair its
ability to meet its financial needs or to grow.

The Company must make substantial capital and operating expenditures to maintain the operating capacity of its fleet,
which will reduce cash available for distribution. In addition, each quarter the Company is required to deduct
estimated maintenance and replacement capital expenditures from operating surplus, which may result in less cash
available to unitholders than if actual maintenance and replacement capital expenditures were deducted.

The Company must make substantial capital and operating expenditures to maintain and replace, over the long-term,
the operating capacity, of its fleet. Maintenance and replacement capital expenditures include capital expenditures for
maintenance (including special classification surveys) and capital expenditures associated with modifying an existing
drilling unit, including to upgrade its technology, acquiring a new drilling unit or otherwise replacing current drilling
units at the end of their useful lives to the extent these expenditures are incurred to maintain or replace the operating
capacity of the Company’s fleet. These expenditures could vary significantly from quarter to quarter and could increase
as a result of changes in:

¢he cost of labor and materials;

eustomer requirements;

fleet size;

the cost of replacement drilling units;

the cost of replacement parts for existing drilling units;

the geographic location of the drilling units;

{ength of drilling contracts;

governmental regulations and maritime self-regulatory organization and technical standards relating to safety, security
or the environment; and

16
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tndustry standards.

The Company's operating agreement requires its board of directors to deduct estimated maintenance and replacement
capital expenditures, instead of actual maintenance and replacement capital expenditures, from operating surplus each
quarter in an effort to reduce fluctuations in operating surplus as a result of variations in actual maintenance and
replacement capital expenditures each quarter. The amount of estimated maintenance and replacement capital
expenditures deducted from operating surplus is subject to review and change by the conflicts committee of the
Company's board of directors at least once a year. In years when estimated maintenance and replacement capital
expenditures are higher than actual maintenance and replacement capital expenditures, the amount of cash available
for distribution to unitholders will be lower than if

4
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actual maintenance and replacement capital expenditures were deducted from operating surplus. If the board of
directors underestimates the appropriate level of estimated maintenance and replacement capital expenditures, the
Company may have less cash available for distribution in future periods when actual capital expenditures exceed the
Company's previous estimates.

If capital expenditures are financed through cash from operations or by issuing debt or equity securities, the
Company's ability to make cash distributions may be diminished, its financial leverage could increase or its
unitholders could be diluted.

Use of cash from operations to expand or maintain the Company’s fleet will reduce cash available for the Company to
distribute to its unitholders. The Company's ability to obtain bank financing or to access debt and equity capital
markets may be limited by the Company's financial condition at the time of any such financing or offering as well as
by adverse market conditions resulting from, among other things, general economic conditions, fluctuations and
current decline in the price of oil and consequently our services, changes in the offshore drilling industry and
contingencies and uncertainties that are beyond the Company's control. Failure to obtain the funds for future capital
expenditures could have a material adverse effect on the Company's business, results of operations and financial
condition and on the Company's ability to make cash distributions. Even if the Company is successful in obtaining
necessary funds, the terms of any debt financings could limit the Company’s ability to pay distributions to unitholders.
In addition, incurring additional debt may significantly increase the Company's interest expense and financial
leverage, and issuing additional equity securities may result in significant unitholder dilution and would increase the
aggregate amount of cash required to pay the minimum quarterly distribution to unitholders, both of which could have
a material adverse effect on the Company's ability to make cash distributions.

The Company’s debt levels may limit its flexibility in obtaining additional financing, pursuing other business
opportunities and paying distributions to unitholders.

As of December 31, 2015, the Company's consolidated debt was approximately $3,898.3 million. The Company has
the ability to incur additional debt. Please read Item 5 “Operating and Financial Review and Prospects—Liquidity and
Capital Resources.”

The Company’s level of debt could have important consequences to it, including the following:

the ability to obtain additional financing, if necessary, for working capital, capital expenditures, acquisitions or other
purposes may be limited or such financing may not be available on favorable terms;

a substantial portion of the Company's cash flow will be required to make principal (including amortization payments
as required by financing agreements) and interest payments on debt, reducing the funds that would otherwise be
available for operations, future business opportunities and distributions to unitholders;

such debt may make the Company more vulnerable to competitive pressures or a downturn in its business or the
economy generally than the Company's competitors with less debt; and

such debt may limit the Company’s flexibility in responding to changing business and economic conditions.

The Company's ability to service its consolidated debt will depend upon, among other things, its future financial and
operating performance, which will be affected by prevailing economic conditions and financial, business, regulatory
and other factors, some of which are beyond its control. If the Company's operating results are not sufficient to service
its consolidated current or future indebtedness, the Company will be forced to take actions such as reducing
distributions, reducing or delaying its business activities, acquisitions, investments or capital expenditures, selling
assets, restructuring or refinancing the Company's consolidated debt, or seeking additional equity capital or
bankruptcy protection. The Company may not be able to effect any of these remedies on satisfactory terms, or at all.
Furthermore, certain of the Company’s financing agreements contain cross-default clauses which are linked to other
indebtedness of Seadrill. In the event of a default by Seadrill under one of its financing agreements, the Company
could be adversely affected by the cross-default clauses, even if Seadrill cures any such default.

Financing agreements containing operating and financial restrictions and other covenants may restrict the Company's
business and financing activities.

The operating and financial restrictions and covenants in the financing agreements of Seadrill, or the Company and
any future financing agreements of Seadrill or the Company, could adversely affect the Company's ability to finance
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future operations or capital needs or to engage, expand or pursue the Company's business activities. For example,
subject to certain exceptions, the financing agreements may restrict the Company's ability to:

enter into other financing agreements;

encur additional indebtedness;

ereate or permit liens on the Company's assets;

sell drilling units or the capital stock of the Company's subsidiaries;

change the nature of the Company's business;

make investments;

pay distributions to the Company's unitholders or to the Company, respectively;

change the management and/or ownership of the drilling units;

5
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make capital expenditures;
enter into transactions with Seadrill or its affiliates; and
compete effectively to the extent the Company's competitors are subject to less onerous restrictions.
For more information, please read Item 5 “Operating and Financial Review and Prospects—Liquidity and Capital
Resources.”
The Company’s or Seadrill’s ability to comply with the restrictions and covenants, including financial ratios and tests,
contained in any financing agreements of Seadrill or the Company is dependent on future performance and may be
affected by events beyond its control, including prevailing economic, financial and industry conditions. If market or
other economic conditions continue to deteriorate, the Company’s or Seadrill’s ability to comply with these covenants
may be impaired. If the Company or Seadrill is unable to comply with the restrictions and covenants in the agreements
governing its indebtedness or in current or future debt financing agreements, there could be a default under the terms
of those agreements. Seadrill’s obligations under its facilities in which the Company participates could exceed the
indebtedness of the Company and its subsidiaries under such agreements. If a default occurs under these agreements,
lenders could terminate their commitments to lend and/or accelerate the outstanding loans and declare all amounts
borrowed due and payable. The Company has pledged its drilling units as security either under the Company's
financing facilities or under Seadrill’s financing facilities in which the Company participates. If the Company's or
Seadrill’s lenders were to foreclose on the Company’s drilling units in the event of a default, this may adversely affect
the Company’s ability to finance future operations or capital needs or to engage in, expand or pursue its business
activities. In addition, some of the Company’s loan agreements contain cross-default provisions, meaning that if the
Company is in default under one of its loan agreements, amounts outstanding under its other loan agreements may
also be accelerated and become due and payable. If any of these events occur, the Company cannot guarantee that the
Company’s assets will be sufficient to repay in full all of its outstanding indebtedness, and the Company may be
unable to find alternative financing. Even if the Company could obtain alternative financing, that financing might not
be on terms that are favorable or acceptable. Any of these events would adversely affect its ability to make
distributions to the Company's unitholders and cause a decline in the market price of the Company's common units.
Please read Item 5 “Operating and Financial Review and Prospects—Liquidity and Capital Resources.”
Restrictions in the Company’s debt agreements and Marshall Islands law may prevent the Company from paying
distributions.
The payment of principal and interest on the Company’s debt will reduce cash available for distribution to the
Company and to its unitholders. The Company’s and OPCO’s financing agreements contain restrictions on the ability of
the Company or OPCO to pay distributions to the Company's unitholders or to the Company, respectively, under
certain circumstances. In addition, the Company’s current financing agreements contain provisions that, upon the
occurrence of certain events, permit lenders to terminate their commitments and/or accelerate the outstanding loans
and declare all amounts due and payable, which may prevent the Company from paying distributions to its
unitholders. These events include, among others:
a failure to pay any principal, interest, fees, expenses or other amounts when due;

a violation of covenants requiring the Company to maintain certain levels of insurance coverage, minimum

liquidity levels, minimum interest coverage ratios, maximum leverage ratios and minimum current ratios;
a default under any other provision of the financing agreements, as well as a default under any provision of related
security documents;
a material breach of any representation or warranty contained in the applicable financing agreement;
& default under other indebtedness;
a failure to comply with a final legal judgment from a court of competent jurisdiction;
a bankruptcy or insolvency event;
a suspension or cessation of the Company's business;
the destruction or abandonment of the Company's assets, or the seizure or appropriation thereof by any governmental,
regulatory or other authority if the lenders determine such occurrence could have a material adverse effect on the
Company's business or the Company's ability to satisfy the Company's obligations under or otherwise comply with the
applicable financing agreement;
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the invalidity, unlawfulness or repudiation of any financing agreement or related security document;

an enforcement of any liens or other encumbrances covering the Company's assets; and

the occurrence of certain other events that the lenders believe is likely to have a material adverse effect on the
€Company's business or its ability to satisfy its obligations under or otherwise comply with the applicable financing
agreement.

The Company or OPCO may also be unable to pay distributions due to restrictions under Marshall Islands law. Under
the Marshall Islands Limited Liability Company Act of 1996 (the “Marshall Islands Act”), the Company may not make
a distribution to the Company's unitholders if, after giving effect to the distribution, all the Company’s liabilities, other
than liabilities to members on account of their limited liability company interests and liabilities for which the recourse
of creditors is limited to specified property of the Company, exceed the fair value of the assets of the Company,
except that the fair value of property that is subject to a liability for which the recourse of creditors is limited shall be
included in the assets of the Company only to the extent that the fair value of that property exceeds that liability.
Identical restrictions exist on the payment of distributions by OPCO to its members or partners, as applicable.
Moreover, subsidiaries of the Company and OPCO not organized in the Marshall Islands are subject to certain
restrictions on payment of distributions pursuant to the law of their jurisdictions of organization.

6
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Seadrill’s failure to comply with covenants and other provisions in its existing or future financing agreements could
result in cross-defaults under the Company’s existing financing agreements, which would have a material adverse
effect on the Company.

Some of the Company’s existing financing agreements contain cross-default provisions that may be triggered if
Seadrill defaults under the terms of its existing or future financing agreements. In turn, Seadrill’s existing financing
arrangements contain cross-default provisions that may be triggered if any of its key subsidiaries default under the
terms of their existing or future financing arrangements. On April 28, 2016, Seadrill executed amendment and waiver
agreements in respect of all of its senior secured credit facilities, as part of its efforts to maintain liquidity. The
amendment and waiver agreements, among other things, amend the equity ratio, leverage ratio, minimum value
clauses and minimum liquidity requirements under Seadrill’s and certain of our secured credit facilities until June 30,
2017. The key terms and conditions related to the amendment and waiver agreements in respect of our credit facilities
are set forth in Note 11-“Debt” to the audited Consolidated and Combined Carve-Out Financial Statements included
elsewhere in this annual report. The amendment and waiver agreements are subject to, among other things, Seadrill’s
compliance with the processes and undertakings set forth therein, including agreements in respect of progress
milestones towards the agreement of, and implementation plan in respect of, a comprehensive financing package.
There can be no assurance that Seadrill will maintain compliance with the covenants under its senior secured credit
facilities and the processes and undertakings set forth in the amendment and waiver agreements, or that any potential
debt restructuring, reorganization or recapitalization will be undertaken or be successful.

In addition Seadrill also consolidates certain Variable Interest Entities (VIEs) owned by Ship Finance International
Limited (NYSE: SFL), or Ship Finance. Seadrill's cross-default provisions could also be triggered if Ship Finance or
one of the consolidated VIEs breached the terms of their financing arrangements. In the event of a default by Seadrill
under one of its financing agreements, the lenders under some of the Company’s existing financing agreements could
determine that the Company is in default under its financing agreements. This could result in the acceleration of the
maturity of such debt under these agreements and the lenders thereunder may foreclose upon any collateral securing
that debt, including the Company’s drilling units, even if Seadrill were to subsequently cure its default. In the event of
such acceleration and foreclosure, the Company might not have sufficient funds or other assets to satisfy all of its
obligations, which would have a material adverse effect on the Company's business, results of operations and financial
condition and would significantly reduce its ability, or make it unable, to make distributions to the Company's
unitholders for so long as such default is continuing.

The failure to consummate or integrate acquisitions in a timely and cost-effective manner could have an adverse effect
on the Company's financial condition and results of operations.

The Company believes that acquisition opportunities may arise from time to time, and any such acquisition could be
significant. Under the Company's omnibus agreement with Seadrill, subject to certain exceptions, Seadrill is obligated
to offer to the Company any of its drilling units acquired or placed under drilling contracts of five or more years.
Although the Company is not obligated to purchase any of these drilling units offered by Seadrill, any acquisition
could involve the payment by the Company of a substantial amount of cash, the incurrence of a substantial amount of
debt or the issuance of a substantial amount of equity. Certain acquisition and investment opportunities may not result
in the consummation of a transaction. In addition, the Company may not be able to obtain acceptable terms for the
required financing for any such acquisition or investment that arises. The Company cannot predict the effect, if any,
that any announcement or consummation of an acquisition would have on the trading price of its common units. The
Company's future acquisitions could present a number of risks, including the risk of incorrect assumptions regarding
the future results of acquired operations or assets or expected cost reductions or other synergies expected to be
realized as a result of acquiring operations or assets, the risk of failing to successfully and timely integrate the
operations or management of any acquired businesses or assets and the risk of diverting management’s attention from
existing operations or other priorities. The Company may also be subject to additional costs related to compliance
with various international laws in connection with such acquisition. If the Company fails to consummate and integrate
its acquisitions in a timely and cost-effective manner, its financial condition, results of operations and cash available
for distribution could be adversely affected.
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The Company's growth depends on the level of activity in the offshore oil and gas industry, which is significantly
affected by, among other things, volatile oil and gas prices, and may be materially and adversely affected by a decline
in the offshore oil and gas industry.

The offshore drilling industry is cyclical and volatile. The Company's growth strategy focuses on expansion in the
offshore drilling sector, which depends on the level of activity in oil and gas exploration, development and production
in offshore areas worldwide. The availability of quality drilling prospects, exploration success, relative production
costs, the stage of reservoir development and political and regulatory environments affect customers’ drilling
programs. Oil and gas prices and market expectations of potential changes in these prices also significantly affect this
level of activity and demand for drilling units.

Oil and gas prices are extremely volatile and are affected by numerous factors beyond the Company's control,
including the following:

worldwide production and demand for oil and gas ;

the cost of exploring for, developing, producing and delivering oil and gas;

expectations regarding future energy prices and production;

advances in exploration, development and production technology;

the ability of the Organization of Petroleum Exporting Countries, or OPEC, to set and maintain levels and pricing;
the level of production in non-OPEC countries;

government regulations, including restrictions on offshore transportation of oil and gas;

{ocal and international political, economic and weather conditions;

7
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domestic and foreign tax policies;

development and exploitation of alternative fuels and non-conventional hydrocarbon production, including shale;
worldwide economic and financial conditions and the effect on the demand for oil and gas and consequently our
services;

the policies of various governments regarding exploration and development of their oil and gas reserves;

accidents, severe weather, natural disasters and other similar incidents relating to the oil and gas industry; and

the worldwide political environment, including uncertainty or instability resulting from an escalation or additional
outbreak of armed hostilities or other crises in the Middle East, Eastern Europe or other geographic areas or further
acts of terrorism in the United States, Europe or elsewhere.

Declines in oil and gas prices for an extended period of time, or market expectations of potential decreases in these
prices, have and could continue to negatively affect the Company's future growth. Sustained periods of low oil and gas
prices have resulted in reduced exploration and drilling because oil and gas companies’ capital expenditure budgets are
subject to cash flow from such activities and are therefore sensitive to changes in energy prices. These changes in
commodity prices can have a dramatic effect on rig demand, and periods of low demand can cause excess rig supply
and intensify the competition in the industry which often results in drilling rigs, particularly older and less
technologically-advanced drilling rigs, being idle for long periods of time. The Company cannot predict the future
level of demand for drilling rigs or future conditions of the oil and gas industry. In response to the decrease in the
prices of oil and gas, a number of the Company's oil and gas company customers have announced significant
decreases in budgeted expenditures for offshore drilling. Any future decrease in exploration, development or
production expenditures by oil and gas companies could reduce the Company's revenues and materially harm its
business, results of operations and cash available for distribution.

In addition to oil and gas prices, the offshore drilling industry is influenced by additional factors, including:

the availability of competing offshore drilling rigs;

the level of costs for associated offshore oilfield and construction services;

oil and gas transportation costs;

the level of rig operating costs including crew and maintenance;

the discovery of new oil and gas reserves; and

regulatory restrictions on offshore drilling.

Any of these factors could reduce demand for drilling rigs and adversely affect the Company's business and results of
operations.

The current downturn in activity in the oil and gas drilling industry has had and is likely to continue to have an
adverse impact on our business and results of operations.

The oil and gas drilling industry is cyclical, and the industry is currently in a downcycle. Crude oil prices have fallen
significantly during the past two years. The price of Brent crude has fallen from over $100 per barrel in March 2014,
to approximately $39.60 per barrel as of March 31, 2016. The significant decrease in oil and natural gas prices is
expected to continue to reduce many customers’ demand for drilling services. In response to the decrease in the prices
of oil and gas, a number of our oil and gas company customers have announced significant decreases in budgeted
expenditures for offshore drilling. Declines in capital spending levels, coupled with additional newbuild supply, have
and are likely to continue to put significant pressure on dayrates and utilization. The decline and the risk of a
continued decline or stagnation in oil and/or gas prices could cause oil and gas companies to further reduce their
overall level of activity or spending, in which case demand for our services may further decline and revenues may
continue to be adversely affected through lower drilling unit utilization and/or lower dayrates.

Historically, when drilling activity and spending decline, utilization and dayrates also decline and drilling has been
reduced or discontinued, resulting in an oversupply of drilling units. The recent oversupply of drilling units will be
exacerbated by the entry of newbuild rigs into the market. The supply of available uncontracted units has and is likely
to further intensify price competition as scheduled delivery dates occur and additional contracts terminate without
renewal and lead to a reduction in dayrates as the active fleet grows.
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If we are unable to secure contracts for our drilling units upon the expiration of our existing contracts, we may idle or
stack our units. When idled or stacked, drilling units do not earn revenues, but continue to require cash expenditures
for crews, fuel, insurance, berthing and associated items. We currently have one idle unit, the West Sirius. The drilling
contract was terminated early in April 2015 and the unit is currently "cold" stacked. In addition the drilling contract
for the West Vencedor is expected to expire during the third quarter of 2016, and this drilling unit could also be idled
or stacked. We have not yet secured a new contract for either of these drilling units. If our lenders are not confident
that we are able to employ our assets, we may be unable to secure additional financing on terms acceptable to us or at
all.

In general, drilling unit owners are bidding for available work extremely competitively with a focus on utilization over
returns, which has and will likely continue to drive rates down to or below cash breakeven levels. To maintain the
continued employment of our units, we may also accept contracts at lower dayrates or on less favorable terms due to
market conditions. In addition, customers have already and may in the future request renegotiation of existing
contracts to lower dayrates. In an over-supplied market, we may have limited bargaining power to renegotiate on more
favorable terms. Lower utilization and dayrates have and will adversely affect our revenues and profitability.

The effects of the downcycle may have other impacts on our business as well. Prolonged periods of low utilization
and dayrates could result in a reduction in the market value of our drilling units or goodwill. This could lead to the
recognition of impairment charges on our drilling units

8
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or goodwill if future cash flow estimates, based on information available to management at the time, indicate that the
carrying value of these drilling units or goodwill may not be recoverable. In addition, if the market value of our
drilling units decreases, and we sell any drilling unit at a time when prices for drilling units have fallen, such a sale
may result in a loss, which would negatively affect our results of operations.

Prolonged periods of low dayrates, the possible termination or loss of contracts and reduced values of our drilling
units could negatively impact our ability to comply with certain financial covenants under the terms of our debt
agreements. Our ability to comply with these restrictions and covenants, including meeting financial ratios and tests, is
dependent on our future performance and may be affected by events beyond our control. If a default occurs under
these agreements, lenders could terminate their commitments to lend or in some circumstances accelerate the
outstanding loans and declare all amounts borrowed due and payable. In addition, our existing debt agreements
contain cross-default provisions. In the event of a default by us under one of our debt agreements, the lenders under
our other existing debt agreements could determine that we are in default under our other financing agreements. This
could lead to an acceleration and enforcement of such agreements by our lenders.

We do not know when the market for offshore drilling units may recover, or the nature or extent of any future
recovery. There can be no assurance that the current demand for drilling rigs will not further decline in future periods.
The continued or future decline in demand for drilling rigs would adversely affect our financial position, operating
results and cash flows.

The Company depends on certain subsidiaries of Seadrill, including Seadrill Management, to assist the Company in
operating and expanding the business.
The Company's ability to enter into new drilling contracts and expand its customer and supplier relationships will
depend largely on its ability to leverage its relationship with Seadrill and its reputation and relationships in the
offshore drilling industry. If Seadrill suffers material damage to its reputation or relationships, it may harm the
Company's ability to:
renew existing drilling contracts upon their expiration;
obtain new drilling contracts;
efficiently and productively carry out the Company's drilling activities;
successfully interact with shipyards;

obtain financing and maintain insurance on commercially acceptable

terms;
maintain access to capital under the sponsor credit facility; or
maintain satisfactory relationships with suppliers and other third parties.
In addition, pursuant to the management and administrative services agreement, Seadrill Management provides the
Company with significant management, administrative, financial and other support services and/or personnel.
Subsidiaries of Seadrill also provide advisory, technical and administrative services to the Company’s fleet pursuant to
advisory, technical and administrative services agreements. The Company's operational success and ability to execute
the Company's growth strategy depends significantly upon the satisfactory performance of these services. The
Company's business will be harmed if Seadrill and its subsidiaries fail to perform these services satisfactorily, if they
cancel their agreements with the Company or if they stop providing these services to it. Please read Item 7 “Major
Unitholders and Related Party Transactions—Related Party Transactions.”

The Company’s drilling contracts may not permit it to fully recoup its costs in the event of a rise in expenses.

The Company’s drilling contracts have dayrates that are fixed over the contract term. In order to mitigate the effects of
inflation on revenues from these term contracts, all of the Company’s drilling contracts, except for the West Leo
include escalation provisions. These provisions allow the Company to adjust the dayrates based on certain published
indices. These indices are designed to compensate the Company for certain cost increases, including wages, insurance
and maintenance costs. However, actual cost increases may result from events or conditions that do not cause
correlative changes to the applicable indices. Furthermore, certain indices are updated semi-annually, and therefore
may be outdated at the time of adjustment. In addition, the adjustments are normally performed on a semi-annual or
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annual basis. For these reasons, the timing and amount received as a result of the adjustments may differ from the
timing and amount of expenditures associated with actual cost increases, which could adversely affect the Company's
cash flow and ability to make cash distributions.

An increase in operating and maintenance costs could materially and adversely affect the Company's financial
performance.

The Company's operating expenses and maintenance costs depend on a variety of factors including crew costs,
provisions, equipment, insurance, maintenance and repairs and shipyard costs, many of which are beyond the
Company's control and affect the entire offshore drilling industry. During periods after which a rig becomes idle, the
Company may decide to “warm stack” the rig, which means the rig is kept fully operational and ready for redeployment,
and maintains most of its crew. As a result, the Company's operating expenses during a warm stacking will not be
substantially different than those the Company would incur if the rig remained active. The Company may also decide
to “cold stack” the rig, which means the rig is stored in a harbor, shipyard or a designated offshore area, and the crew is
assigned to an active rig or dismissed. For example, the Company has cold stacked the West Sirius drilling unit
following its early contract termination by BP. Reductions in costs following the decision to cold stack a rig may not
be immediate, as a portion of the crew may be required to prepare the rig for such storage. Moreover, as the rigs are
mobilized from one geographic location to another, the labor and other operating and maintenance costs can vary
significantly. Operating and maintenance costs will not necessarily fluctuate in proportion to changes in operating
revenues. Operating revenues may fluctuate as a function of changes in supply of offshore drilling rigs and demand
for contract drilling services, which in turn, affect dayrates, and the economic utilization and performance of the
Company’s fleet of drilling rigs. However, operating costs are generally related to the number of drilling rigs in
operation and the cost level in each country or region where such drilling rigs are located. In addition, equipment
maintenance
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costs fluctuate depending upon the type of activity that the drilling rig is performing and the age and condition of the
equipment. Escalation provisions contained in the Company’s drilling contracts may not be adequate to substantially
mitigate these increased operating and maintenance costs. In connection with new assignments, the Company might
incur expenses relating to preparation for operations under a new contract. The expenses may vary based on the scope
and length of such required preparations and the duration of the contractual period over which such expenditures are
amortized. In situations where the Company’s drilling units incur idle time between assignments, the opportunity to
reduce the size of its crews on those drilling units is limited as the crews will be engaged in preparing the drilling unit
for its next contract. When a drilling unit faces longer idle periods, reductions in costs may not be immediate as some
of the crew may be required to prepare drilling units for stacking and maintenance in the stacking period. Should
drilling units be idle for a longer period, the Company may not be successful in redeploying crew members, who are
not required to maintain the drilling units, and therefore may not be successful in reducing the Company's costs in
such cases.

Any limitation in the availability or operation of the Company’s drilling units could have a material adverse effect on
the Company's business, results of operations and financial condition and could significantly reduce the Company's
ability to make distributions to its unitholders.

As at March 31, 2016, the Company’s fleet consisted of four semi-submersible drilling rigs, four drillships and three
tender rigs. If any of the Company’s drilling units are unable to generate revenues as a result of the expiration or
termination of its drilling contracts or sustained periods of downtime, the Company's results of operations and
financial condition could be materially adversely affected.

Some of the Company’s customers have the right to terminate their drilling contracts without cause upon the payment
of an early termination fee. For example, the West Sirius contract permitted such a termination upon payment of
$297,000 per day until July 2017. However, such payments may not fully compensate the Company for the loss of the
drilling contract. Under certain circumstances the Company’s contracts may permit customers to terminate contracts
early without the payment of any termination fees as a result of non-performance, total loss of the rigs, extended
periods of downtime or impaired performance caused by equipment or operational issues, or sustained periods of
downtime due to force majeure events beyond the Company’s control. During periods of challenging market
conditions, the Company may be subject to an increased risk of its customers seeking to repudiate their contracts,
including through claims of non-performance. The Company’s customers’ ability to perform their obligations under
their drilling contracts may also be negatively impacted by the prevailing uncertainty surrounding the development of
the world economy and the credit markets. If a customer cancels its contract, and the Company is unable to secure a
new contract on a timely basis and on substantially similar terms, or if a contract is suspended for an extended period
of time or if a contract is renegotiated on different terms, it could adversely affect the Company's business, results of
operations and financial condition and may reduce the amount of cash the Company has available to distribute to the
Company and that the Company has available for distribution to its unitholders. For more information regarding the
termination provisions of the Company’s drilling contracts, please read Item 4 “Information on the Company—Business
Overview—Drilling Contracts.”

The Company currently derives the vast majority of its revenue from four customers, and the loss of any of these
customers could result in a material loss of revenues and cash flow.

The Company currently derives the vast majority of its revenues and cash flow from four customers. For the year
ended December 31, 2015, BP accounted for 44.8%, ExxonMobil(*) accounted for 32.1%, Tullow accounted for
13.5%, and Chevron accounted for 8.5% of total revenues, respectively. All of the Company’s drilling contracts have
fixed terms, but may be terminated early due to certain events or might nevertheless be lost in the event of
unanticipated developments, such as the deterioration in the general business or financial condition of a customer,
resulting in its inability meet its obligations under its contracts with the Company. The Company's contract with
Petronas Myanmar relating to the West Vencedor is expected to expire in the July 2016, and no subsequent
employment has been obtained for the West Vencedor.

* The West Aquarius was assigned to Hibernia Management for the duration of 2015.

Furthermore, the drilling contract for the West Sirius was terminated early and ended in April 2015. No subsequent
employment has been obtained for the West Sirius.
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If any of the Company’s drilling contracts are terminated, the Company may be unable to re-deploy the drilling unit
subject to such terminated contract on terms as favorable to it as its current drilling contracts. If the Company is
unable to re-deploy a drilling unit for which the drilling contract has been terminated, the Company may not receive
any revenues from that drilling unit (other than termination fees), but it will be required to pay expenses necessary to
maintain the drilling unit in proper operating condition. This will cause the Company to receive decreased revenues
and cash flows from having fewer drilling units operating in its fleet. The loss of any customers, drilling contracts or
drilling units, or a decline in payments under any of the Company’s drilling contracts, could have a material adverse
effect on the Company's business, results of operations, financial condition and ability to make cash distributions to
the Company's unitholders.

In addition, the Company's drilling contracts subject it to counterparty risks. The ability of each of the Company's
counterparties to perform its obligations under a contract with the Company depend on a number of factors that are
beyond the Company's control and may include, among other things, general economic conditions, the condition of
the offshore drilling industry, prevailing prices for oil and gas, the overall financial condition of the counterparty, the
dayrates received for specific types of drilling units and the level of expenses necessary to maintain drilling activities.
In addition, in depressed market conditions, the Company's customers may no longer need a drilling unit that is
currently under contract or may be able to obtain a comparable drilling unit at a lower dayrate. Should a counterparty
fail to honor its obligations under an agreement with the Company, the Company could sustain losses, which could
have a material adverse effect on the Company's business, financial condition, results of operations and cash available
for distribution.

The Company may not be able to renew or obtain new and favorable contracts for drilling units whose contracts are
expiring or are terminated, which could adversely affect its revenues and profitability.
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The Company’s ability to renew expiring contracts or obtain new contracts will depend on the prevailing market
conditions at the time which may vary among different geographic regions, different types of drilling units, and
specific conditions. If the Company is not able to obtain new contracts in direct continuation with existing contracts,
or if new contracts are entered into at dayrates substantially below the existing dayrates or on terms otherwise less
favorable compared to existing contract terms, its revenues and profitability could be adversely affected.

The offshore drilling markets in which the Company competes experience fluctuations in the demand for drilling
services, as measured by the level of exploration and development expenditures and supply of capable drilling
equipment. The Company's contract with Petronas Myanmar relating to the West Vencedor is expected to expire in
the third quarter of 2016, and no subsequent employment has been obtained for the West Vencedor. The drilling
contract for the West Sirius was terminated early in April 2015 and the unit is currently stacked. No subsequent
employment has been obtained for the West Sirius.

The existing drilling contracts for the remainder of the Company's drilling units , are scheduled to expire from April
2017 through November 2020. The Company cannot guarantee that it will be able to obtain contracts for its drilling
units upon the expiration or termination of their current contracts or that there will not be a gap in employment of the
rigs between current contracts and subsequent contracts. In particular, if oil and gas prices remain as low as they are
currently, or it is expected that such prices will remain low or decrease in the future, at a time when the Company is
seeking to arrange contracts for the its drilling units, the Company may not be able to obtain drilling contracts at
attractive dayrates or at all.

If the dayrates which the Company receives for the reemployment of the Company's current drilling units are less
favorable, the Company will recognize less revenue from their operations. The Company's ability to meet its cash flow
obligations will depend on the Company's ability to consistently secure drilling contracts for the Company's drilling
units at sufficiently high dayrates. The Company cannot predict the future level of demand for the Company's services
or future conditions in the oil and gas industry. If current market conditions continue and oil and gas companies do not
increase exploration, development and production expenditures, the Company may have difficulty securing drilling
contracts, or the Company may be forced to enter into contracts at unattractive dayrates, which would adversely affect
the Company's ability to make distributions to the Company's unitholders.

Competition within the offshore drilling industry may adversely affect us.

The offshore drilling industry is highly competitive and fragmented and includes several large companies that
compete in the markets the Company serves, as well as smaller companies. Offshore drilling contracts are generally
awarded on a competitive bid basis or through privately negotiated transactions. In determining which qualified
drilling contractor is awarded a contract, the key factors are pricing, rig availability, rig location, condition and
integrity of equipment, its record of operating efficiency, including high operating uptime, technical specifications,
safety performance record, crew experience, reputation, industry standing and customer relations. The Company’s
operations may be adversely affected if its current competitors or new market entrants introduce new drilling units
with better features, performance, price or other characteristics in comparison to the Company’s drilling units, or
expand into service areas where the Company operates. In addition, mergers among oil and gas exploration and
production companies have reduced, and may from time to time further reduce, the number of available customers,
which would increase the ability of potential customers to achieve pricing terms favorable to them.

The offshore drilling industry has historically been cyclical and is impacted by oil and gas price levels and volatility.
There have been periods of high demand, short rig supply and high dayrates, followed by periods of low demand,
excess rig supply and low dayrates, such as the downturn that we are currently experiencing. Changes in commodity
prices can have a dramatic effect on rig demand, and periods of excess rig supply may intensify competition in the
industry and result in the idling of older and less technologically advanced equipment. The Company may in the
future idle or stack rigs or enter into lower dayrate drilling contracts in response to market conditions. The Company
cannot predict when or if any idled or stacked rigs will return to service.

Competitive pressures and other factors may result in significant price competition, particularly during the current
industry downturn and any future downturn, which could have a material adverse effect on the Company's financial
position, results of operations, cash flows and ability to make distributions to the Company's unitholders.

30



Edgar Filing: Seadrill Partners LLC - Form 20-F

A continued economic downturn in the world economy could have a material adverse effect on the Company's
revenue, profitability and financial position.

The Company depends on its customers' willingness and ability to fund operating and capital expenditures to explore,
develop and produce oil and gas, and to purchase drilling and related equipment. There has historically been a strong
link between the development of the world economy and demand for energy, including oil and gas. The world
economy is currently facing a number of challenges. Concerns persist regarding the debt burden of certain Eurozone
countries and their ability to meet future financial obligations and the overall stability of the euro. An extended period
of adverse development in the outlook for European countries could reduce the overall demand for oil and gas and for
the Company's services. These potential developments, or market perceptions concerning these and related issues,
could affect the Company's financial position, results of operations and cash available for distribution. This includes
uncertainty surrounding the sovereign debt and credit crises in certain European countries. In addition, turmoil and
hostilities in Korea, Ukraine, the Middle East, North Africa and other geographic areas and countries are adding to
overall risk. In addition, worldwide financial and economic conditions could severely restrict the Company's ability to
access the capital markets at a time when the Company would like, or need, to access such markets, which could
impact the Company's ability to react to changing economic and business conditions. Worldwide economic conditions
have in the past impacted, and could in the future impact, the lenders participating in the Company's credit facilities.
Such economic conditions could also impact lenders participating in the credit facilities of the Company's customers,
causing those customers to fail to meet their obligations to the Company. In addition, a portion of the credit under the
Company's credit facilities is provided by European banking institutions. If economic conditions in Europe preclude
or limit financing from these banking institutions, the Company may not be able to obtain financing from other
institutions on terms that are acceptable, or at all, even
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if conditions outside Europe remain favorable for lending. An extended period of adverse development in the outlook
for the world economy could reduce the overall demand for oil and gas and for the Company's services. Such changes
could adversely affect the Company's financial condition, results of operations and ability to make distributions to the
Company's unitholders.

The current state of global financial markets and current economic conditions may adversely impact the Company's
ability to obtain additional financing on acceptable terms which may hinder or prevent the Company from expanding
the Company's business.

Global financial markets and economic conditions have been, and continue to be, volatile. The current state of global
financial markets and current economic conditions might adversely impact the Company's ability to issue additional
equity at prices which will not be dilutive to the Company's existing unitholders or preclude the Company from
issuing equity at all. The Company cannot be certain that additional financing will be available if needed and to the
extent required, on acceptable terms or at all. If additional financing is not available when needed, or is available only
on unfavorable terms, the Company may be unable to meet the Company's obligations as they come due or the
Company may be unable to expand the Company's existing business, complete drilling unit acquisitions or otherwise
take advantage of business opportunities as they arise.

The Company's current backlog of contract drilling revenue may not be ultimately realized.

As of March 31, 2016, the Company's backlog of contract drilling revenues under firm commitments was
approximately $4.1 billion. The actual amount of revenues earned and the actual periods during which revenues are
earned may differ from the stated amounts and periods due to shipyard and maintenance projects, downtime and other
events within or beyond the Company’s control. In addition, the Company's customers may seek to cancel or
renegotiate the Company's contracts for various reasons, including adverse conditions in the industry. In addition,
some of the Company's customers could experience liquidity issues or could otherwise be unable or unwilling to
perform under the contract, which could ultimately lead a customer to go into bankruptcy or to otherwise encourage a
customer to seek to repudiate, cancel or renegotiate a contract. The Company's inability or the inability of the
Company's customers to perform under the Company's or their contractual obligations could adversely affect the
Company's financial position, results of operations and cash available for distribution.

Failure to obtain or retain highly skilled personnel could adversely affect the Company’s operations.

The Company believes that competition for skilled and other labor required for the Company’s drilling operations has
increased in recent years as the number of rigs activated or added to worldwide fleets has increased. The number of
rigs in operation may grow in the future as new units are delivered. Notwithstanding the general downturn in the
drilling industry, in some regions such as Angola and Nigeria, limited availability of qualified personnel, in
combination with local regulations focusing on crew composition, are expected to further increase demand for
qualified offshore drilling crews, which may increase costs. Further expansion of the rig fleet, or improved demand
for drilling services in general, coupled with shortages of qualified personnel could further create and intensify
upward pressure on wages and make it more difficult or costly for the Company to staff and service its rigs, or do so
on economically viable terms. The current industry downturn may not provide relief from such pressures. Further, if
substantial numbers of workers seek employment outside the offshore drilling industry as a result of the downturn, the
competition for workers in the offshore drilling industry could increase, during the downturn. Such developments
could adversely affect the Company's financial position, results of operations, cash flows and ability to make
distributions to the Company's unitholders. Furthermore, as a result of any increased competition for people and risk
for higher turnover, the Company may experience a reduction in the experience level of its personnel, which could
lead to higher downtime and more operating incidents.

Certain work stoppages or maintenance or repair work may cause the Company’s customers to suspend or reduce
payment of dayrates until operation of the respective drilling unit is resumed, which may lead to termination or
renegotiation of the drilling contract.

Compensation under the Company’s drilling contracts is based on daily performance and/or availability of each drilling
unit in accordance with the requirements specified in the applicable drilling contract agreement. For instance, when
the Company's drilling units are idle, but available for operation, the Company’s customers are entitled to pay a
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waiting rate lower than the operational rate.

Several factors could cause an interruption of operations, including:

breakdowns of equipment and other unforeseen engineering problems;

work stoppages, including labor strikes;

shortages of material and skilled labor;

delays in repairs by suppliers;

surveys by government and maritime authorities;

periodic classification surveys;

severe weather, strong ocean currents or harsh operating conditions; and

force majeure events.

In addition, if the Company’s drilling units are taken out of service for maintenance and repair for a period of time
exceeding the scheduled maintenance periods set forth in its drilling contracts, the Company will not be entitled to
payment of dayrates until the relevant rig is available for deployment. If the interruption of operations were to exceed
a determined period due to an event of force majeure, the Company’s customers have the right to pay a rate (the “force
majeure rate”) that is significantly lower than the waiting rate for a period of time, and, thereafter, may terminate the
drilling contracts related to the subject rig. For more details on the Company’s drilling contracts, see Item 4
“Information on the Company—Business Overview—Dirilling Contracts” and Item 5 “Operating and Financial Review and
Prospects—Important Financial and
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Operational Terms and Concepts—Contracted Revenues and Dayrates.” Suspension of drilling contract payments,
prolonged payment of reduced rates or termination of any drilling contract agreements as a result of an interruption of
operations as described herein could materially adversely affect the Company's financial condition, results of
operations and ability to make distributions to the Company's unitholders.

Labor costs and operating restrictions that apply to the Company could increase as a result of collective bargaining
negotiations and changes in labor laws and regulations.

A significant portion of the Company’s employees are represented by collective bargaining agreements. The majority
of these employees work in Canada, Nigeria and Angola. As part of the legal obligations in some of these agreements,
the Company is required to contribute certain amounts to retirement funds and pension plans and is restricted in its
ability to dismiss employees. In addition, many of these represented individuals are working under agreements that are
subject to salary negotiation. These negotiations could result in higher personnel costs, other increased costs or
increased operating restrictions that could adversely affect the Company's financial condition, results of operations
and ability to pay distributions.

An inability to obtain visas and work permits for drilling unit personnel on a timely basis could hurt its operations and
have an adverse effect on the Company's business.

The Company’s ability to operate worldwide depends on obtaining the necessary visas and work permits for the
personnel on its drilling units to travel in and out of, and to work in, the jurisdictions in which it operates.
Governmental actions in some of the jurisdictions in which the Company operates may make it difficult to move
personnel in and out of these jurisdictions by delaying or withholding the approval of these visa and work permits. If
visas and work permits cannot be obtained for the employees needed for operating the Company’s rigs on a timely
basis or for third-party technicians needed for maintenance or repairs, the Company might not be able to perform its
obligations under its drilling contracts, which could lead to periods of prolonged downtime or allow the Company’s
customers to cancel the contracts. Any such downtime or cancellation could adversely affect the Company's financial
condition, results of operations and ability to make distributions to the Company's unitholders.

The Company’s business and operations involve numerous operating hazards, and its insurance and indemnities from
its customers may not be adequate to cover potential losses from its operations.

The Company’s operations are subject to hazards inherent in the offshore drilling industry, such as blowouts, reservoir
damage, loss of production, loss of well control, lost or stuck drill strings, equipment defects, craterings, fires,
explosions and pollution. Contract drilling requires the use of heavy equipment and exposure to hazardous conditions,
which may subject the Company to liability claims by employees, customers and third parties. These hazards can
cause personal injury or loss of life, severe damage to or destruction of property and equipment, pollution or
environmental damage, claims by third parties or customers and suspension of operations. The Company’s offshore
fleet is also subject to hazards inherent in marine operations, either while on-site or during mobilization, such as
capsizing, sinking, grounding, collision, piracy, damage from severe weather and marine life infestations. Operations
may also be suspended because of machinery breakdowns, abnormal drilling conditions, failure of subcontractors to
perform or supply goods or services or personnel shortages. The Company customarily provides contract indemnity to
its customers for claims that could be asserted by the Company relating to damage to or loss of the Company's
equipment, including rigs, and claims that could be asserted by the Company or its employees relating to personal
injury or loss of life.

Damage to the environment could also result from the Company’s operations, particularly through spillage of
hydrocarbons, fuel, lubricants or other chemicals and substances used in drilling operations, or extensive uncontrolled
fires. The Company may also be subject to property damage, environmental indemnity and other claims by oil and gas
companies. The Company’s insurance policies and drilling contracts contain rights to indemnity that may not
adequately cover its losses, and the Company does not have insurance coverage or rights to indemnity for all risks.
There are certain risks, including risks associated with the loss of control of a well (such as blowout, cratering, the
cost to regain control of or re-drill the well and remediation of associated pollution), against which the Company’s
customers may be unable or unwilling to indemnify the Company. In addition, a court may decide that certain
indemnities in the Company’s current or future contracts are not enforceable. For example, in a 2012 case related to the
fire and explosion that took place on the unaffiliated Deepwater Horizon Mobile Offshore Drilling Unit in the U.S.
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Gulf of Mexico in April 2010, or the Deepwater Horizon Incident, (to which the Company was not a party), the U.S.
District Court in the Eastern District of Louisiana invalidated certain contractual indemnities for punitive damages and
for civil penalties under the US Clean Water Act under a drilling contract governed by U.S. maritime law as a matter
of public policy. For example, in 2011, a U.S. District Court in the Southern District of Texas invalidated certain
contractual indemnities for gross negligence in a drilling master services agreement governed by U.S. maritime law as
a matter of public policy. The Company maintains insurance coverage for property damage, occupational injury and
illness, and general and marine third-party liabilities (except as described below with respect to drilling units and
equipment in the U.S. Gulf of Mexico). However, pollution and environmental risks generally are not totally
insurable.

The Company’s insurance provides for deductibles for damage to its offshore drilling equipment and third-party
liabilities. With respect to hull and machinery, the Company’s insurance provides for a deductible per occurrence of $5
million for all of its fleet. However, in the event of a total loss or a constructive total loss of a drilling unit, such loss is
fully covered by its insurance with no deductible. For general and marine third-party liabilities the Company’s
insurance provides for up to a $500,000 deductible per occurrence on personal injury liability for crew claims as well
as non-crew claims and per occurrence on third-party property damage.

If a significant accident or other event occurs that is not fully covered by the Company’s insurance or an enforceable or
recoverable indemnity from a customer, the occurrence could adversely affect the Company's financial position,
results of operations or cash available for distribution. The amount of the Company’s insurance may also be less than
the related impact on enterprise value after a loss. The Company’s insurance coverage will not in all situations provide
sufficient funds to protect it from all liabilities that could result from its drilling operations. The Company’s coverage
includes annual aggregate policy limits. As a result, the Company retains the risk for any losses in excess of these
limits.
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Any such lack of reimbursement may cause the Company to incur substantial costs. In addition, the Company could
decide to retain more risk in the future. This results in a higher risk of losses, which could be material, that are not
covered by third-party insurance contracts. Specifically, the Company has at times in the past elected to not insure for
physical damage to rigs and equipment caused by named windstorms in the U.S. Gulf of Mexico due to the substantial
costs associated with such coverage. The Company has elected to place an insurance policy for physical damage to
rigs and equipment caused by named windstorms in the U.S. Gulf of Mexico with a Combined Single Limit of $100
million in the annual aggregate, which includes loss of hire for the period from May 1, 2016 through April 30, 2017.
If the Company elects not to insure such risks in the future, and such windstorms cause significant damage to any rig
and equipment the Company has in the U.S. Gulf of Mexico, it could have a material adverse effect on the Company's
financial position, results of operations or cash flows. Moreover, no assurance can be made that the Company will be
able to maintain adequate insurance in the future at rates that the Company considers reasonable, or obtain insurance
against certain risks.

An over-supply of drilling units may lead to a reduction in dayrates and therefore may materially impact the
Company’s profitability.

Prior to the current downturn, during the recent period of high utilization and high dayrates, industry participants have
increased the supply of drilling units by ordering construction of new drilling units. Historically, this has resulted in an
over-supply of drilling units and has caused a subsequent decline in utilization and dayrates when the drilling units
have entered the market, sometimes for extended periods of time until the new units have been absorbed into the
active fleet. As of March 31, 2016, the worldwide fleet of tender rigs, semi-submersible rigs and drillships consisted
of 343 units, comprising 37 tender rigs, 185 semi-submersible rigs and 121 drillships. In addition there are 8 tender
rigs, 23 semi-submersible rigs and 46 drillships were under construction or on order, which would bring the total fleet
to 420 units, assuming no reduction in the total fleet size through retirement of drilling units or otherwise. A relatively
large number of the drilling units currently under construction have not been contracted for future work, and a number
of units in the existing worldwide fleet are currently off contract.

The supply of available uncontracted units is likely to intensify price competition as scheduled delivery dates occur
and additional contracts terminate without renewal, and lead to a reduction in dayrates as the active fleet grows. Any
further increase in construction of new units may increase the negative impact on dayrates and utilization. In addition,
drilling units may be relocated to markets in which the Company operates, which could exacerbate excess drilling unit
supply and lower dayrates in those markets. If a large number of drilling units become available around the time of
expiration of the Company's drilling contracts, it could depress the dayrate the Company is able to obtain under a
renewed or new contract with respect to the Company's drilling units. In addition, customers may demand
renegotiation of existing contracts to lower dayrates. In an over-supplied market, the Company may have limited
bargaining power to renegotiate on more favorable terms. Lower utilization and dayrates could adversely affect the
Company’s revenues and profitability and ability to make distributions to its unitholders.

In addition, prolonged periods of low utilization and dayrates could also result in the recognition of impairment
charges on the Company’s drilling units if future cash flow estimates, based upon information available to management
at the time, indicate that the carrying value of these drilling units may not be recoverable.

The market value of the Company’s existing drilling units has decreased and drilling units the Company may acquire
in the future could decrease, which could cause the Company to incur losses if the Company decides to sell them
following a decline in their market values.

During 2015, the estimated fair value of the Company's drilling units, based upon various broker valuations, decreased

by approximately 16%. If the offshore contract drilling industry suffers adverse developments in the future, the fair

market value of the Company's drilling units may decline further. The fair market value of the drilling units that we

currently own, or may acquire in the future, may increase or decrease depending on a number of factors, including:
eneral economic and market conditions affecting the offshore drilling industry, including competition from other

offshore contract drilling companies and the price of oil and gas;

types, sizes and ages of drilling units;
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supply and demand for drilling units;

costs of newbuildings;

prevailing level of drilling services contract dayrates;

governmental or other regulations; and

technological advances.

If the Company sells any drilling unit at a time when prices for drilling units have fallen, such a sale may result in a
loss. Such a loss could materially and adversely affect the Company's business prospects, financial condition,
liquidity, results of operations and ability to make distributions to its unitholders.

If the market value of our drilling units falls, we may also be required to make prepayments on our outstanding
indebtedness to remain in compliance with minimum loan to value requirements in certain of our financing
agreements.

The Company may incur impairment charges as a result of reduced demand for drilling services or other factors
In the future, the Company may be required to record impairment charges to goodwill or other assets. Such
impairment charges could have a material adverse effect on the Company's financial performance or results of
operations, and its ability to pay distributions. In addition, such
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impairment charges could adversely impact the Company's ability to comply with the restrictions and covenants in the
Company's debt agreements, including meeting financial ratios and tests in those agreements. If the Company is
unable to comply with the restrictions and covenants in the agreements governing its indebtedness or in current or
future debt financing agreements, a default could occur under the terms of those agreements.
Consolidation and governmental regulation of suppliers may increase the cost of obtaining supplies or restrict the
Company’s ability to obtain needed supplies, which may have a material adverse effect on the Company's results of
operations and financial condition.
The Company relies on certain third parties to provide supplies and services necessary for its offshore drilling
operations, including but not limited to drilling equipment suppliers, catering and machinery suppliers. Recent
mergers have reduced the number of available suppliers, resulting in fewer alternatives for sourcing key supplies.
With respect to certain items, such as blow-out preventers, the Company is dependent upon the original equipment
manufacturer for repair and replacement of the item or its spare parts. Such consolidation, combined with a high
volume of drilling units under construction, may result in a shortage of supplies and services thereby increasing the
cost of supplies and/or potentially inhibiting the ability of suppliers to deliver on time. Similar cost increases or delays
could have a material adverse effect on the Company’s results of operations and result in rig downtime, and delays in
the repair and maintenance of its drilling units.
Furthermore, most of the Company's suppliers are U.S. companies, which means that in the event a U.S. supplier was
debarred or otherwise restricted by the U.S. government from delivering its products the Company's ability to supply
and service its operations in areas of the U.S. Gulf of Mexico subject to federal lease could be severely impacted.
The Company’s international operations involve additional risks, which could adversely affect the Company's business.
As a result of the Company’s international operations, the Company may be exposed to political and other
uncertainties, including risks of:
terrorist acts, armed hostilities, war and civil disturbances;
acts of piracy, which have historically affected ocean-going drilling units trading in regions of the world such
. as the South China Sea, the Gulf of Aden off the coast of Somalia, where piracy has increased significantly in
frequency since 2008, and off the west coast of Africa;
significant governmental influence over many aspects of local
economies;
seizure, nationalization or expropriation of property or equipment;
repudiation, nullification, modification or renegotiation of contracts;
{imitations on insurance coverage, such as war risk coverage, in certain areas;
political unrest;
foreign and U.S. monetary policy and foreign currency fluctuations and devaluations;
the inability to repatriate income or capital;
complications associated with repairing and replacing equipment in remote locations;
tmport-export quotas, wage and price controls, imposition of trade barriers;
U.S. and foreign sanctions or trade embargoes;
regulatory or financial requirements to comply with foreign bureaucratic actions;
changing taxation policies, including confiscatory taxation;
other forms of government regulation and economic conditions that are beyond the Company's control; and
governmental corruption.
In addition, international contract drilling operations are subject to various laws and regulations of the countries in
which the Company operates, including laws and regulations relating to:
the equipping and operation of drilling units;
exchange rates or exchange controls;
oil and gas exploration and development;
taxation of offshore earnings and the earnings of expatriate personnel; and
use and compensation of local employees and suppliers by foreign contractors.
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It is difficult to predict what governmental regulations may be enacted in the future that could adversely affect the
international drilling industry. The actions of foreign governments, including initiatives by OPEC, may adversely
affect the Company's ability to compete. Failure to comply with applicable laws and regulations, including those
relating to sanctions and export restrictions, may subject the Company to criminal sanctions or civil remedies,
including fines, denial of export privileges, injunctions or seizures of assets.
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If the Company’s business activities involve countries, entities and individuals that are subject to restrictions imposed
by the U.S. or other governments, the Company could be subject to enforcement action and the Company's reputation
and the market for the Company's common units could be adversely affected.

In 2010, the U.S. enacted the Comprehensive Iran Sanctions Accountability and Divestment Act, or CISADA, which
expanded the scope of the former Iran Sanctions Act. Among other things, CISADA expands the application of the
prohibitions to non-U.S. companies, such as the Company, and introduces limits on the ability of companies and
persons to do business or trade with Iran when such activities relate to the investment, supply or export of refined
petroleum or petroleum products. On August 10, 2012, the U.S. signed into law the Iran Threat Reduction and Syria
Human Rights Act of 2012, or the Iran Threat Reduction Act, which places further restrictions on the ability of
non-U.S. companies to do business or trade with Iran and Syria. Perhaps the most significant provision in the Iran
Threat Reduction Act is that prohibitions in the existing Iran sanctions applicable to U.S. persons will now apply to
any foreign entity owned or controlled by a U.S. person (essentially making the U.S. sanctions against Iran as
expansive as U.S. sanctions against Cuba). These new sanctions were codified within the Iranian Transactions
Regulations on or about December 26, 2012. The other major provision in the Iran Threat Reduction Act is that
issuers of securities must disclose to the SEC in their annual and quarterly reports filed after February 6, 2013 if the
issuer or “any affiliate” has “knowingly” engaged in certain sanctioned activities involving Iran during the timeframe
covered by the report. The disclosure must describe the nature and extent of the activity in detail and the SEC will
publish the disclosure on its website. The President must then initiate an investigation and determine whether
sanctions on the issuer or its affiliate will be imposed. Such negative publicity and the possibility that sanctions could
be imposed would present a risk for any issuer that is knowingly engaged in sanctioned conduct or that has an affiliate
that is knowingly engaged in such conduct. At this time, the Company is not aware of any sanctionable activity,
conducted by ourselves or by any affiliate of Seadrill that is likely to trigger an SEC disclosure requirement.
Sanctions affecting non-U.S. companies like the Company were expanded yet again under the 2013 National Defense
Authorization Act, with the passage of the Iran Freedom and Counter-Proliferation Act, and the Company believes
that these sanctions will continue to become more restrictive for the foreseeable future. In addition to the sanctions
against Iran, U.S. law continues to restrict U.S. owned or controlled entities from doing business with Cuba and
various U.S. sanctions have certain other extraterritorial effects that need to be considered by non-U.S. companies.
Moreover, any U.S. persons who serve as officers, directors or employees of the Company would be fully subject to
U.S. sanctions. It should also be noted that other governments are more frequently implementing sanctions regimes. It
should be noted that the U.S. and various other nations entered into a Joint Comprehensive Plan of Action (JCPOA)
with Iran that provides for phased sanctions relief. On January 16, 2016, following verification that Iran had satisfied
its commitments under the JCPOA, the United States lifted its nuclear-related “secondary” sanctions and the European
Union also took action to lift its sanctions. As a result of sanctions relief non-U.S. persons will be able to engage in
business with Iran. Sanctions relief will not impact the SEC reporting requirements discussed above.

With the exception of Myanmar, the Company does not currently have any drilling contracts or plans to initiate any
drilling contracts involving operations in countries or with government-controlled entities that are subject to sanctions
and embargoes imposed by the U.S. government and/or identified by the U.S. government as state sponsors of
terrorism. With respect to Myanmar, transactions by U.S. persons, or in or involving the United States, are prohibited
if they involve property or interests in property of an entity or individual listed on the list of Specially Designated
Nationals and Blocked Persons or entities that are 50 percent or more owned, whether individually or in the aggregate,
directly or indirectly, by one or more persons listed on the list of Specially Designated Nationals and Blocked Persons.
Furthermore, certain investment transactions and exports of financial services by U.S. persons, or from the United
States, in or to Myanmar, are prohibited, although the U.S. government has issued broad general licenses authorizing
this conduct. Finally, certain imports of items originating in Myanmar into the United States are prohibited. As a
non-U.S. entity, none of the Company’s operations in Myanmar directly implicate these prohibitions, but to the extent
the Company employs U.S. persons who are involved in the Company’s operations in Myanmar, their activities would
be authorized by general license. From time to time, the Company may enter into drilling contracts involving
operations in countries or with government-controlled entities that are subject to sanctions and embargoes imposed by
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the U.S. government and/or identified by the U.S. government as state sponsors of terrorism in cases where entering
into such contracts would not violate U.S. law or may enter into drilling contracts involving operations in countries or
with government-controlled entities that may become subject to sanctions and embargoes imposed by the U.S.
government and/or identified by the U.S. government as state sponsors of terrorism. This could negatively affect the
Company's ability to obtain investors. In some cases, U.S. investors would be prohibited from investing in an
arrangement in which the proceeds could directly or indirectly be transferred to or may benefit a sanctioned entity.
Moreover, even in cases where the investment would not violate U.S. law, potential investors could view such drilling
contracts negatively, which could adversely affect the Company's reputation and the market for the Company's
common units.

As stated above, the Company believes that it is in compliance with all applicable sanctions and embargo laws and
regulations, and intends to maintain such compliance. However, there can be no assurance that the Company will be in
compliance in the future, particularly as such laws are subject to frequent changes, the scope of certain laws may be
unclear and may be subject to changing interpretations. For instance, new sanctions were announced in March 2014 in
relation to certain individuals in Russia and Ukraine, and subsequently modified in August and September 2014. Any
such violation could result in fines or other penalties and could result in some investors deciding, or being required, to
divest their interest, or not to invest, in the Company's common units. Additionally, some investors may decide to
divest their interest, or not to invest, in the Company's common units simply because the Company may do business
with companies that do business in sanctioned countries. Moreover, the Company’s drilling contracts may violate
applicable sanctions and embargo laws and regulations as a result of actions that do not involve the Company or its
drilling units, and those violations could in turn negatively affect the Company's reputation. Investor perception of the
value of the Company's common units may also be adversely affected by the consequences of war, the effects of
terrorism, civil unrest and governmental actions in these and surrounding countries.
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Local content policies may impair the Company’s ability to compete in local jurisdictions, and changes in these
policies may adversely affect the Company's financial conditions and results of operations.

Certain foreign governments, such as those of Nigeria and Angola, favor or effectively require (i) the awarding of
drilling contracts to local contractors or to drilling units owned by their own citizens, (ii) the use of a local agent or
(iii) foreign contractors to employ citizens of, or purchase supplies from, a particular jurisdiction. For example, the
local content policy in Angola requires the Company's customers to develop and implement a plan to increase local
Angolan content, including specific goals. In addition, Nigerian laws required one of the Company's subsidiaries to
enter into a joint venture with Nigerian investors to own the West Capella. These regulations may adversely affect the
Company’s ability to compete in these contract drilling markets. Further, local content policies may be subject to
significant and unpredictable changes, which may lead to greater uncertainty in operational planning in those
jurisdictions.

If the Company's drilling units fail to maintain their class certification or fail any required survey, that drilling unit
would be unable to operate, thereby reducing the Company's revenues and profitability.

Every offshore drilling unit is a registered marine vessel and must be “classed” by a classification society. The
classification society certifies that the drilling unit is “in-class,” signifying that such drilling unit has been built and
maintained in accordance with the rules of the classification society and complies with applicable rules and
regulations of the drilling unit’s country of registry and the international conventions of which that country is a
member. In addition, where surveys are required by international conventions and corresponding laws and ordinances
of a flag state, the classification society will undertake them on application or by official order, acting on behalf of the
authorities concerned. If any drilling unit does not maintain its class and/or fails any annual survey or special survey,
the drilling unit will be unable to carry on operations and will be unemployable and uninsurable, which could cause
the Company to be in violation of certain covenants in the Company's credit facilities. Any such inability to carry on
operations or be employed, could have a material adverse impact on the Company's financial condition, results of
operations, and ability to make distributions to the Company's unitholders.

Fluctuations in exchange rates or exchange controls could result in losses to us.

As a result of the Company’s international operations, the Company is exposed to fluctuations in foreign exchange
rates due to revenues being received and operating expenses paid in currencies other than U.S. Dollars. Accordingly,
the Company may experience currency exchange losses if the Company has not fully hedged the Company's exposure
to a foreign currency, or if revenues are received in currencies that are not readily convertible. The Company may also
be unable to collect revenues because of a shortage of convertible currency available to the country of operation,
controls over the repatriation of income or capital or controls over currency exchange. The Company does not use
foreign currency forward contracts or other derivative instruments related to foreign currency exchange risk.

The Company and the majority of its subsidiaries use the U.S. Dollar as their functional currency because the majority
of their revenues and expenses are denominated in U.S. Dollars. Accordingly, the Company's reporting currency is
also U.S. Dollars. The Company does, however, earn revenue and incur expenses in other currencies and there is a risk
that currency fluctuations could have an adverse effect on the Company's statements of operations and cash flows.
The Company may be unable to obtain, maintain, and/or renew permits necessary for the Company's operations or
experience delays in obtaining such permits, which could have a material effect on the Company's operations.

The operation of the Company’s drilling units are subject to certain governmental approvals and permits. The
permitting rules in most jurisdictions are complex and subject to change, including their interpretations by regulators,
all of which may make compliance more difficult or impractical, and may increase the length of time it takes to
receive regulatory approval for offshore drilling operations. In many jurisdictions, substantive requirements under
environmental laws are implemented through permits and permit renewals. If the Company fails to timely secure the
necessary approvals or permits, the Company’s customers may have the right to terminate or seek to renegotiate their
drilling contracts to the Company’s detriment. In the future, the amendment or modification of existing laws and
regulations or the adoption of new laws and regulations curtailing or further regulating exploratory or development
drilling and production of oil and gas or increasing the time needed to obtain necessary environmental permits, could
have a material adverse effect on the Company's business, operating results or financial condition.
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The Company is subject to complex environmental laws and regulations that can adversely affect the cost, manner or
feasibility of doing business.

The Company’s operations are subject to numerous environmental laws and regulations in the form of international
conventions and treaties, and national, state and local laws and regulations in force in the jurisdictions in which its
drilling units operate or are registered, which can significantly affect the operation of its drilling units. The offshore
drilling industry is dependent on demand for services from the oil and gas exploration and production industry, and,
accordingly, the Company is directly affected by the adoption of laws and regulations that, for economic,
environmental or other policy reasons, may curtail exploration and development drilling for oil and gas. Compliance
with such laws, regulations and standards, where applicable, may require installation of costly equipment or
operational changes and may affect the resale value or useful lifetime of the Company’s drilling units.

The Company may also incur additional costs in order to comply with other existing and future regulatory obligations,
including, but not limited to, costs relating to air emissions, including greenhouse gases, the management of ballast
waters, maintenance and inspection, development and implementation of emergency procedures and insurance
coverage or other financial assurance of its ability to address pollution incidents. These costs could have a material
adverse effect on the Company's business, results of operations, cash flows and financial condition. A failure to
comply with applicable laws and regulations may result in administrative and civil penalties, criminal sanctions or the
suspension or termination of the Company’s operations.
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Environmental laws often impose strict liability for remediation of spills and releases of oil and hazardous substances,
which could subject the Company to liability without regard to whether it was negligent or at fault. Under the U.S. Oil
Pollution Act of 1990, or OPA, for example, owners, operators and bareboat charterers are jointly and severally
strictly liable for the discharge of oil within the 200-mile exclusive economic zone around the United States. An oil or
chemical spill, for which the Company is deemed a responsible party, could result in significant liability, including
fines, penalties and criminal liability and remediation costs for natural resource damages under other international and
U.S. federal, state and local laws, as well as third-party damages, which could have a material adverse effect on the
Company's business, financial condition, results of operations and cash flows. Furthermore, the 2010 explosion of the
Deepwater Horizon well and the subsequent release of oil into the Gulf of Mexico, or other similar events, may result
in further regulation of the shipping industry, and modifications to statutory liability schemes, thus exposing the
Company to further potential financial risk in the event of any such oil or chemical spill.

The Company is required by various governmental and quasi-governmental agencies to obtain certain permits,
licenses, and certificates with respect to the Company's operations, and satisfy insurance and financial responsibility
requirements for potential oil (including marine fuel) spills and other pollution incidents. Although the Company has
arranged insurance to cover certain environmental risks, there can be no assurance that such insurance will be
sufficient to cover all such risks or that any claims will not have a material adverse effect on its business, results of
operations, cash flows and financial condition and its ability to pay distributions, if any, in the future.

Although the Company's drilling units are separately owned by the Company's subsidiaries, under certain
circumstances a parent company and all of the unit-owning affiliates in a group under common control engaged in a
joint venture could be held liable for damages or debts owed by one of the affiliates, including liabilities for oil spills
under OPA or other environmental laws. Therefore, it is possible that the Company could be subject to liability upon a
judgment against the Company or any one of the Company's subsidiaries.

The Company’s drilling units could cause the release of oil or hazardous substances, especially as its drilling units age.
Any releases may be large in quantity, above the Company's permitted limits or occur in protected or sensitive areas
where public interest groups or governmental authorities have special interests. Any releases of oil or hazardous
substances could result in fines and other costs to the Company, such as costs to upgrade its drilling units, clean up the
releases, and comply with more stringent requirements in its discharge permits. Moreover, these releases may result in
the Company’s customers or governmental authorities suspending or terminating its operations in the affected area,
which could have a material adverse effect on the Company's business, results of operation and financial condition.

If the Company is able to obtain from the Company's customers some degree of contractual indemnification against
pollution and environmental damages, the indemnification may not be applicable in all instances or the customer may
not be financially able to comply with its indemnity obligations. In the future, the Company may not be able to obtain
contractual indemnification against pollution and environmental damages.

In addition, the Company is required to satisfy insurance and financial responsibility requirements for potential oil
(including marine fuel) spills and other pollution incidents. The Company's insurance coverage may not be available
in the future, or the Company may not obtain certain insurance coverage. Even if insurance is available and the
Company has obtained the coverage, the insurance coverage may not be adequate to satisfy the Company's liabilities
or its insurance underwriters may be unable to pay compensation if a significant claim should occur. Any of these
scenarios could have a material adverse effect on the Company's business, operating results and financial condition.
To the extent new laws are enacted or other governmental actions are taken that prohibit or restrict offshore drilling or
impose additional environmental protection requirements that result in increased costs to the oil and gas industry, in
general, or the offshore drilling industry, in particular, the Company's business or prospects could be materially
adversely affected. Future earnings and cash available for distribution may be negatively affected by compliance with
any such new legislation or regulations.

Climate change and regulation of greenhouse gases may have an adverse impact on the Company's business.

Due to concern over the risk of climate change, a number of countries and the United Nations’ International Maritime
Organization, or the IMO, have adopted, or are considering the adoption of, regulatory frameworks to reduce
greenhouse gas emissions. Currently, the emissions of greenhouse gases from international shipping are not subject to
the Kyoto Protocol to the United Nations Framework Convention on Climate Change, nor to the recently announced
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Paris Agreement. As of January 1, 2013, all ships (including rigs and drillships) must comply with mandatory
requirements adopted by the IMO’s Maritime Environment Protection Committee, or MEPC, in July 2011, relating to
greenhouse gas emissions.

All ships are required to follow the Ship Energy Efficiency Management Plans, or SEEMP, and minimum energy
efficiency levels per capacity mile, outlined in the Energy Efficiency Design Index, or EEDI, applies to all new ships.
These requirements could cause the Company to incur additional compliance costs. The IMO is planning to
implement market-based mechanisms to reduce greenhouse gas emissions from ships at an upcoming MEPC session.
The European Union is pursuing a strategy to integrate maritime emissions into the overall European Union strategy
to reduce greenhouse gas emissions. In accordance with this strategy, in April 2015 the European Parliament and
Council adopted regulations requiring large vessels using European Union ports to monitor, report and verify their
carbon dioxide emissions beginning in January 2018. In the United States, the EPA has issued a finding that
greenhouse gases endanger the public health and safety and has adopted regulations to limit greenhouse gas emissions
from certain mobile sources and large stationary sources. Although the mobile source emissions regulations do not
apply to greenhouse gas emissions from drilling units, such regulation of drilling units is foreseeable, and the EPA has
in recent years received petitions from the California Attorney General and various environmental groups seeking
such regulation. In June 2014, the Supreme Court overturned the EPA “Tailoring Rule,” which required a Title V permit
for statutory sources based on potential emissions of greenhouse gases. The Supreme Court also ruled, however, that
EPA properly determined that Best Available Control Technology requirements for greenhouse gases would apply to
sources that require Title V permits based on potential to emit conventional pollutants.
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Compliance with changes in laws, regulations and obligations relating to climate change could increase the
Company's costs related to operating and maintaining the Company's assets, and might also require the Company to
install new emission controls, acquire allowances or pay taxes related to the Company's greenhouse gas emissions, or
administer and manage a greenhouse gas emissions program.

Additionally, adverse effects upon the oil and gas industry relating to climate change, including growing public
concern about the environmental impact of climate change, may also adversely affect demand for the Company's
services. For example, the recent Paris Agreement could lead to increased regulation of greenhouse gases or other
concerns relating to climate change, which may in turn reduce the demand for oil and gas in the future or create
greater incentives for use of alternative energy sources. Any long-term material adverse effect on the oil and gas
industry could have a significant financial and operational adverse impact on the Company's business, including
capital expenditures to upgrade the Company's drilling units, that the Company cannot predict with certainty at this
time.

The aftermath of the moratorium on offshore drilling in the U.S. Gulf of Mexico, and new regulations adopted as a
result of the investigation into the Macondo well blowout, could negatively impact us.

In the near-term aftermath of the Deepwater Horizon Incident, in which the Company was not involved, that led to the
Macondo well blow out situation, the U.S. government on May 30, 2010 imposed a six-month moratorium on certain
drilling activities in water deeper than 500 feet in the U.S. Gulf of Mexico and subsequently implemented Notices to
Lessees 2010-NO5 and 2010-N06, providing enhanced safety requirements applicable to all drilling activity in the
U.S. Gulf of Mexico, including drilling activities in water shallower than 500 feet. On October 12, 2010, the U.S.
government lifted the moratorium subject to compliance with the requirements set forth in Notices to Lessees
2010-NO5 and 2010-NO6. Additionally, all drilling in the U.S. Gulf of Mexico must comply with the Interim Final
Rule to Enhance Safety Measures for Energy Development on the Outer Continental Shelf (Drilling Safety Rule) and
the Workplace Safety Rule on Safety and Environmental Management Systems and various requirements imposed
through Notices to Lessees and Operators (SEMS). Operators were required to implement a SEMS program by
November 15, 2011 and submit their first completed SEMS audit to the Bureau of Safety and Environmental
Enforcement, or BSEE, by November 15, 2013. The original SEMS rule was later modified by the SEMS II final rule
which became effective June 4, 2013. SEMS II enhanced and supplemented operators' SEMS programs with
employee training, empowering field level personnel with safety management decisions and strengthening auditing
procedures by requiring them to be completed by independent third parties. Operators had until June 4, 2014 to
comply with SEMS II, except for certain auditing requirements. All SEMS audits must comply with SEMS II by June
4,2015. The U.S. Occupational Safety and Health Act (OSHA) imposes additional recordkeeping obligations
concerning occupational injuries and illnesses for MODUs attached to the outer continental shelf.

In addition, in order to obtain drilling permits, operators must submit applications that demonstrate compliance with
the enhanced regulations, which require independent third-party inspections, certification of well design and well
control equipment and emergency response plans in the event of a blowout, among other requirements. Operators
have previously had, and may in the future have, difficulties obtaining drilling permits in the U.S. Gulf of Mexico. In
addition, the oil and gas industry has adopted new equipment and operating standards, such as the American
Petroleum Institute Standard 53 relating to the installation and testing of well control equipment. Likewise, in August
2014, BSEE proposed an Advanced Notice of Proposed Rulemaking proposing variations to the permitting program
that would bolster the offshore financial assurance and bonding program. In addition, BOEM and BSEE have
announced several proposed rules and programs in 2015 intended to prevent releases and better protect human safety
and the environment. In April 2016, the BSEE issued a final rule on well control regulations that set new and revised
safety and operational standards for owners and operators of offshore wells and facilities. Among other requirements,
the new regulation sets standards for blow-out preventers that include baseline requirements for their design,
manufacture, inspection and repair, requires third-party verification of the equipment, and calls for real-time
monitoring of certain drilling activities, to name just a few of the many requirements. For further details on new safety
requirements, see Item 4 “Information on the Company-Business Overview-Environmental and other Regulations in
the Offshore Drilling Industry-Safety Requirements.” These new and proposed guidelines and standards for safety,
environmental and financial assurance and any other new guidelines or standards the U.S. government or industry
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may issue or any other steps the U.S. government or industry may take, are anticipated by many in industry to
significantly increase the costs of exploration and production offshore and are likely to, increase the cost of
operations, increase out-of-service time or reduce the area of operations for drilling rigs in U.S. and non-U.S. offshore
areas.

The Company continues to evaluate these new measures to ensure that its drilling units and equipment are in full
compliance, where applicable. As new standards and procedures are being integrated into the existing framework of
offshore regulatory programs, the Company anticipates that there may be increased costs associated with regulatory
compliance and delays in obtaining permits for other operations such as recompletions, workovers and abandonment
activities.

Additional requirements could be forthcoming based on further recommendations by regulatory agencies investigating
the Macondo incident. The Company is not able to predict the likelihood, nature or extent of additional rulemaking or
when the interim rules, or any future rules, could become final. The current and future regulatory environment in the
U.S. Gulf of Mexico could impact the demand for drilling units in the U.S. Gulf of Mexico in terms of overall number
of rigs in operation and the technical specification required for offshore rigs to operate in the U.S. Gulf of Mexico. It
is possible that short-term potential migration of rigs from the U.S. Gulf of Mexico could adversely impact dayrates
levels and fleet utilization in other regions. Additional governmental regulations concerning licensing, taxation,
equipment specifications, training requirements or other matters could increase the costs of the Company’s operations,
and escalating costs borne by its customers, along with permitting delays, could reduce exploration and development
activity in the U.S. Gulf of Mexico and, therefore, reduce demand for the Company’s services. In addition, insurance
costs across the industry have increased as a result of the Macondo incident and, in the future, certain insurance
coverage is likely to become more costly, and may become less available or not available at all. The Company cannot
predict if the U.S. government will issue new drilling permits in a timely manner, nor can the Company predict the
potential impact of new regulations that may be forthcoming as the investigation into the Macondo well incident
continues. Nor can the Company predict if implementation of additional regulations might subject the Company to
increased costs of operating and/or a reduction in the area of operation in the U.S. Gulf of Mexico. As such, the
Company's
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cash available for distribution and financial position could be adversely affected if the Company's drilling unit
operating in the U.S. Gulf of Mexico became subject to the risks mentioned above.

The Company's ability to operate its drilling units in the U.S. Gulf of Mexico could be restricted by governmental
regulation

Hurricanes have from time to time caused damage to a number of unaffiliated drilling units in the U.S. Gulf of
Mexico. The Bureau of Ocean Energy Management, Regulation and Enforcement, or BOEMRE, formerly the
Minerals Management Service of the U.S. Department of the Interior, effective October 1, 2011, reorganized into two
new organizations, the Bureau of Ocean Energy Management, or BOEM, and BSEE, and issued guidelines for
tie-downs on drilling units and permanent equipment and facilities attached to outer continental shelf production
platforms, and moored drilling unit fitness. BSEE subsequently issued additional guidelines requiring Mobile
Offshore Drilling Units (MODUs) to be outfitted with Global Positioning Systems (GPS) and to provide BSEE with
real-time GPS location data for MODUs effective March 19, 2013. These guidelines effectively impose new
requirements on the offshore oil and gas industry in an attempt to increase the likelihood of survival of offshore
drilling units during a hurricane. The guidelines also provide for enhanced information and data requirements from oil
and gas companies that operate properties in the U.S. Gulf of Mexico region of the Outer Continental Shelf. BOEM
and BSEE may issue similar guidelines for future hurricane seasons and may take other steps that could increase the
cost of operations or reduce the area of operations for the Company’s ultra-deepwater drilling units, thereby reducing
their marketability. Implementation of new guidelines or regulations that may apply to ultra-deepwater drilling units
may subject the Company to increased costs and limit the operational capabilities of its drilling units, although such
risks to the extent possible should rest with the Company’s customers.

The Company cannot guarantee that the use of the Company’s drilling units will not infringe the intellectual property
rights of others.

The majority of the intellectual property rights relating to the Company’s drilling units and related equipment are
owned by its suppliers. In the event that one of the Company’s suppliers becomes involved in a dispute over
infringement of intellectual property rights relating to equipment owned by the Company, it may lose access to repair
services, replacement parts, or could be required to cease use of some equipment. In addition, the Company’s
competitors may assert claims for infringement of intellectual property rights related to certain equipment on its
drilling units and the Company may be required to stop using such equipment and/or pay damages and royalties for
the use of such equipment. The consequences of technology disputes involving the Company’s suppliers or
competitors could adversely affect its financial results, operations and cash available for distribution. The Company
has provisions in some of its supply contracts which provide indemnity from the supplier against intellectual property
lawsuits. However, the Company cannot be assured that these suppliers will be willing or financially able to honor
their indemnity obligations, or guarantee that the indemnities will fully protect the Company from the adverse
consequences of such technology disputes. The Company also has provisions in some of its customer contracts to
require the customer to share some of these risks on a limited basis, but the Company cannot provide assurance that
these provisions will fully protect the Company from the adverse consequences of such technology disputes.

Failure to comply with the U.S. Foreign Corrupt Practices Act or the UK Bribery Act could result in fines, criminal
penalties, drilling contract terminations and an adverse effect on the Company's business.

The Company currently operates its drilling units in a number of countries throughout the world, including some with
developing economies. Also, the Company's business with national oil companies and state or government-owned
shipbuilding enterprises and financing agencies puts the Company in contact with persons who may be considered
“foreign officials” or “foreign public officials” under the U.S. Foreign Corrupt Practices Act of 1977, or the FCPA, and the
Bribery Act 2010 of the Parliament of the United Kingdom, or the UK Bribery Act, respectively. The Company is
subject to the risk that the Company, the Company's affiliated entities or their respective officers, directors, employees
and agents may take actions determined to be in violation of such anti-corruption laws, including the FCPA and the
UK Bribery Act. Any such violation could result in substantial fines, sanctions, civil and/or criminal penalties,
curtailment of the Company’s operations in certain jurisdictions, and might adversely affect the Company's business,
results of operations or financial condition. In addition, actual or alleged violations could damage the Company's
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reputation and ability to do business. Furthermore, detecting, investigating and resolving actual or alleged violations
would be expensive and consume significant time and attention of the Company's senior management.

In order to effectively compete in some foreign jurisdictions, the Company utilizes local agents and/or establishes
joint ventures with local operators or strategic partners. For example, in Nigeria, Nigerian investors have invested in a
subsidiary of Seadrill Operating LP that is fully controlled and approximately 56% owned by Seadrill Operating LP,
and has resulted in a Nigerian joint venture partner owning an effective 1% interest in the West Capella. Seadrill owns
the remaining ownership interest in the joint venture. All of these activities involve interaction by the Company's
agents with non-U.S. government officials. Even though some of the Company's agents and partners may not
themselves be subject to the FCPA, the UK Bribery Act or other anti-bribery laws to which the Company may be
subject, if the Company's agents or partners make improper payments to non-U.S. government officials in connection
with engagements or partnerships with the Company, the Company could be investigated and potentially found liable
for violation of such anti-bribery laws and could incur civil and criminal penalties and other sanctions, which could
have a material adverse effect on the Company's business, financial position, results of operations and cash flows.
Acts of terrorism, piracy and political and social unrest could affect the Company specifically or, more generally, the
markets for drilling services, which may have a material adverse effect on the Company's results of operations.

Acts of terrorism, piracy, and political and social unrest, brought about by world political events or otherwise, have
caused instability in the world’s financial and insurance markets in the past and may occur in the future. Such acts
could be directed against companies such as ours. the Company’s drilling operations may be targeted by acts of
terrorism, piracy, or acts of vandalism or sabotage carried out by environmental activist groups. In addition, acts of
terrorism and political and social unrest could lead to increased volatility in prices for crude oil and gas and could
affect the markets for drilling services and result in lower dayrates. The Company’s insurance premiums could increase
as a result of these events, and coverage may be unavailable in the future.
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Any failure to comply with the complex laws and regulations governing international trade could adversely affect the
Company's operations.

The shipment of goods, services and technology across international borders subjects the Company's business to
extensive trade laws and regulations. Import activities are governed by unique customs laws and regulations in each of
the countries of operation. Moreover, many countries, including the United States, control the export and re-export of
certain goods, services and technology and impose related export record keeping and reporting obligations.
Governments also may impose economic sanctions against certain countries, persons and other entities that may
restrict or prohibit transactions involving such countries, persons and entities. U.S. sanctions, in particular, are
targeted against countries (such as Russia, Venezuela, Iran, Myanmar and Sudan, among others) that are heavily
involved in the petroleum and petrochemical industries, which includes drilling activities.

The laws and regulations concerning import activity, export recordkeeping and reporting, export control and economic
sanctions are complex and constantly changing. These laws and regulations may be enacted, amended, enforced or
interpreted in a manner materially impacting the Company's operations. Shipments can be delayed and denied export
or entry for a variety of reasons, some of which are outside the Company's control and some of which may result from
failure to comply with existing legal and regulatory regimes. Shipping delays or denials could cause unscheduled
operational downtime. Any failure to comply with applicable legal and regulatory trading obligations could also result
in criminal and civil penalties and sanctions, such as fines, imprisonment, debarment from government contracts, and
seizure of shipments and loss of import and export privileges.

Public health threats could have an adverse effect on the Company's operations and the Company's financial results.
Public health threats, such as ebola, influenza, Severe Acute Respiratory Syndrome and other highly communicable
diseases or viruses, outbreaks of which have from time to time occurred in various parts of the world in which the
Company operates, could adversely impact the Company's operations, and the operations of the Company's customers.
In addition, public health threats in any area, including areas where the Company does not operate, could disrupt
international transportation. The Company's crews generally work on a rotation basis, with a substantial portion
relying on international air transport for rotation. Any such disruptions could impact the cost of rotating the
Company's crews, and possibly impact the Company's ability to maintain a full crew on all rigs. Any of these public
health threats and related consequences could adversely affect the Company's financial results.

A cyber-attack could materially disrupt the Company's business

The Company relies on information technology systems and networks, the majority of which are provided by Seadrill,
in its operations and administration of its business. The Company's drilling operations or other business operations, or
those of Seadrill, could be targeted by individuals or groups seeking to sabotage or disrupt the Company's or Seadrill's
information technology systems and networks, or to steal data. A successful cyber-attack could materially disrupt the
Company's operations, including the safety of its operations, or lead to unauthorized release of information or
alteration of information on its systems. Any such attack or other breach of the Company's information technology
systems could have a material adverse effect on the Company's business and results of operations.

We may be subject to litigation, arbitration and other proceedings that could have an adverse effect on us.

The Company is currently involved in various litigation matters, none of which are expected to have a material
adverse effect on the Company's financial condition. The Company anticipates that it will be involved in litigation
matters from time to time in the future. The operating hazards inherent in the Company's business expose it to
litigation, including personal injury litigation, environmental litigation, contractual litigation with clients, intellectual
property litigation, tax or securities litigation, and maritime lawsuits, including the possible arrest of the Company's
drilling units. The Company cannot predict with certainty the outcome or effect of any claim or other litigation matter,
or a combination of these. If the Company is involved in any future litigation, or if the Company's positions
concerning current disputes are found to be incorrect, this may have an adverse effect on the Company's business,
financial position, results of operations and available cash, because of potential negative outcomes, the costs
associated with asserting the Company's claims or defending such lawsuits, and the diversion of management’s
attention to these matters.

Risks Inherent in an Investment in Us
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Seadrill and its affiliates may compete with us.

Pursuant to the Company's omnibus agreement, Seadrill and its controlled affiliates generally have agreed not to
acquire, own, operate or contract for certain drilling units operating under drilling contracts of five or more years,
unless Seadrill offers to sell such drilling units to us. The omnibus agreement, however, contains significant
exceptions that may allow Seadrill or any of its controlled affiliates to compete with the Company, which could harm
the Company's business. Please read Item 7 “Major Unitholders and Related Party Transactions—Related Party
Transactions—Agreements Governing the Transactions—Omnibus Agreement—Noncompetition.”

Unitholders have limited voting rights, and the Company's operating agreement restricts the voting rights of the
unitholders owning more than 5% of the Company's common units.

Unlike the holders of common stock in a corporation, holders of common units have only limited voting rights on
matters affecting the Company's business. The Company holds a meeting of the members every year to elect one or
more members of the Company's board of directors and to vote on any other matters that are properly brought before
the meeting. Common unitholders are entitled to elect only four of the seven members of the Company's board of
directors. The elected directors are elected on a staggered basis and serve for three year terms. The Seadrill Member in
its sole discretion appoints the remaining three directors and sets the terms for which those directors will serve. The
operating agreement also
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contains provisions limiting the ability of unitholders to call meetings or to acquire information about the Company's
operations, as well as other provisions limiting the unitholders’ ability to influence the manner or direction of
management. Unitholders have no right to elect the Seadrill Member, and the Seadrill Member may not be removed
except by a vote of the holders of at least 66 2/3% of the outstanding common and subordinated units, including any
units owned by the Seadrill Member and its affiliates, voting together as a single class.

The Company's operating agreement further restricts unitholders’ voting rights by providing that if any person or group
owns beneficially more than 5% of any class of units then outstanding, any such units owned by that person or group
in excess of 5% may not be voted on any matter and will not be considered to be outstanding when sending notices of
a meeting of unitholders, calculating required votes (except for purposes of nominating a person for election to the
Company's board), determining the presence of a quorum or for other similar purposes, unless required by law. The
voting rights of any such unitholders in excess of 5% will effectively be redistributed pro rata among the other
common unitholders holding less than 5% of the voting power of all classes of units entitled to vote. The Seadrill
Member, its affiliates and persons who acquired common units with the prior approval of the Company's board of
directors are not be subject to this 5% limitation except with respect to voting their common units in the election of the
elected directors.

The Seadrill Member and its other affiliates own a substantial interest in the Company and have conflicts of interest
and limited duties to the Company and the Company's common unitholders, which may permit them to favor their
own interests to the detriment of the Company's unitholders.

As of March 31, 2016, Seadrill owned a 46.6% limited liability company interest in the Company, and owned and
controlled the Seadrill Member. Certain of the Company's officers and directors are directors and/or officers of
Seadrill and its subsidiaries and, as such, they have fiduciary duties to Seadrill that may cause them to pursue business
strategies that disproportionately benefit Seadrill or which otherwise are not in the best interests of the Company or
the Company's unitholders. Conflicts of interest may arise between Seadrill and its subsidiaries on the one hand, and
the Company and the Company's unitholders, on the other hand. As a result of these conflicts, Seadrill and its
subsidiaries may favor their own interests over the interests of the Company's unitholders. Please read “—The Company's
operating agreement limits the duties the Seadrill Member and the Company's directors and officers may have to the
Company's unitholders and restricts the remedies available to unitholders for actions taken by the Seadrill Member or
the Company's directors and officers.” These conflicts include, among others, the following situations:

neither the Company's operating agreement nor any other agreement requires the Seadrill Member or Seadrill or its
affiliates to pursue a business strategy that favors the Company or utilizes the Company's assets, and Seadrill’s officers
and directors have a fiduciary duty to make decisions in the best interests of the shareholders of Seadrill, which may
be contrary to the Company's interests;

the Company's operating agreement provides that the Seadrill Member may make determinations to take or decline to
take actions without regard to the Company's or the Company's unitholders’ interests. Specifically, the Seadrill
Member may exercise its call right, pre-emptive rights, registration rights or right to make a determination to receive
common units in exchange for resetting the target distribution levels related to the incentive distribution rights,
consent or withhold consent to any merger or consolidation of the company, appoint any directors or vote for the
election of any director, vote or refrain from voting on amendments to the Company's operating agreement that
require a vote of the outstanding units, voluntarily withdraw from the company, transfer (to the extent permitted under
the Company's operating agreement) or refrain from transferring its units, the Seadrill Member interest or incentive
distribution rights or vote upon the dissolution of the companys;

the Seadrill Member and the Company's directors and officers have limited their liabilities and any fiduciary duties
they may have under the laws of the Marshall Islands, while also restricting the remedies available to the Company's
anitholders, and, as a result of purchasing common units, unitholders are treated as having agreed to the modified
standard of fiduciary duties and to certain actions that may be taken by the Seadrill Member and the Company's
directors and officers, all as set forth in the operating agreement;

the Seadrill Member is entitled to reimbursement of all costs incurred by it and its affiliates for the Company's benefit;
the Company's operating agreement does not restrict the Company from paying the Seadrill Member or its affiliates
for any services rendered to the Company on terms that are fair and reasonable or entering into additional contractual

52



Edgar Filing: Seadrill Partners LLC - Form 20-F

arrangements with any of these entities on the Company's behalf;

the Seadrill Member may exercise its right to call and purchase the Company's common units if it and its affiliates
own more than 80% of the Company's common units; and

the Seadrill Member is not obligated to obtain a fairness opinion regarding the value of the common units to be
repurchased by it upon the exercise of its limited call right.

Although a majority of the Company's directors are elected by common unitholders, the Seadrill Member will likely
have substantial influence on decisions made by the Company's board of directors. Please read Item 7 “Major
Unitholders and Related Party Transactions—Related Party Transactions”

Although the Company controls OPCO, the Company owes duties to OPCO and its other owner, Seadrill, which may
conflict with the interests of the Company and the Company's unitholders.

Conlflicts of interest may arise as a result of the relationships between the Company and the Company's unitholders, on
the one hand, and OPCO, and its other owner, Seadrill, on the other hand. Seadrill owns a 42% limited partner interest
in Seadrill Operating LP, a 49% limited liability company interest in Seadrill Capricorn Holdings LLC and a 100%
limited liability company interest in the Seadrill Member. The Company's directors have duties to manage OPCO in a
manner beneficial to us. At the same time, the Company's directors have a duty to manage OPCO in a manner
beneficial to OPCO’s owners, including Seadrill. The Company's board of directors may resolve any such conflict and
has broad
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latitude to consider the interests of all parties to the conflict. The resolution of these conflicts may not always be in the
best interest of the Company or the Company's unitholders.

For example, conflicts of interest may arise in the following situations:

the allocation of shared overhead expenses to OPCO and us;

the interpretation and enforcement of contractual obligations between the Company and the Company's affiliates,

on the one hand, and OPCO or its subsidiaries, on the other hand;

the determination and timing of the amount of cash to be distributed to OPCO’s owners and the amount of cash to be
reserved for the future conduct of OPCQO’s business;

the decision as to whether OPCO should make asset or business acquisitions or dispositions, and on what terms;

the determination of the amount and timing of OPCO’s capital expenditures;

the determination of whether OPCO should use cash on hand, borrow or issue equity to raise cash to finance
maintenance or expansion capital projects, repay indebtedness, meet working capital needs or otherwise; and

any decision the Company makes to engage in business activities independent of, or in competition with, OPCO.
Certain of the Company's officers face conflicts in the allocation of their time to the Company's business.

Certain of the Company's officers are not required to work full-time on the Company's affairs and also perform
services for other companies, including Seadrill. For example, Mark Morris, who is the Company's Chief Executive
Officer, also acts as the Chief Financial Officer for Seadrill. In addition, John Roche, who is the Company's Chief
Financial Officer, also acts as Vice President of Investor Relations for Seadrill. These other companies conduct
substantial businesses and activities of their own in which the Company has no economic interest. As a result, there
could be material competition for the time and effort of the Company's officers who also provide services to other
companies, which could have a material adverse effect on the Company's business, results of operations and financial
condition. Please read Item 6
Management—Executive Officers—Allocation of Executive Officers’ Time.”

The Company's operating agreement limits the duties the Seadrill Member and the Company's directors and officers
may have to the Company's unitholders and restricts the remedies available to unitholders for actions taken by the
Seadrill Member or the Company's directors and officers.

The Company's operating agreement provides that the Company's board of directors has the authority to oversee and
direct the Company's operations, management and policies on an exclusive basis. The Marshall Islands Act, states that
a member's or manager’s “duties and liabilities may be expanded or restricted by provisions in a limited liability
company agreement.” As permitted by the Marshall Islands Act, the Company's operating agreement contains
provisions that reduce the standards to which the Seadrill Member and the Company's directors and the Company's
officers may otherwise be held by Marshall Islands law. For example, the Company's operating agreement:

provides that the Seadrill Member may make determinations or take or decline to take actions without regard to the
Company's or the Company's unitholders’ interests. The Seadrill Member may consider only the interests and factors
that it desires, and it has no duty or obligation to give any consideration to any interest of, or factors affecting the
Company, the Company's affiliates or the Company's unitholders. Decisions made by the Seadrill Member are made
by its sole owner, Seadrill. Specifically, the Seadrill Member may decide to exercise its right to make a determination
to receive common units in exchange for resetting the target distribution levels related to the incentive distribution
r1ghts call right, pre-emptive rights or registration rights, consent or withhold consent to any merger or consolidation
of the company, appoint any directors or vote for the election of any director, vote or refrain from voting on
amendments to the Company's operating agreement that require a vote of the outstanding units, voluntarily withdraw
from the company, transfer (to the extent permitted under the Company's operating agreement) or refrain from
transferring its units, the Seadrill Member interest or incentive distribution rights or vote upon the dissolution of the
company;

provides that the Company's directors and officers are entitled to make other decisions in “good faith,” meaning they
believe that the decision is in the Company's best interests;

eenerally provides that affiliated transactions and resolutions of conflicts of interest not approved by the conflicts
committee of the Company's board of directors and not involving a vote of unitholders must be on terms no less
favorable to the Company than those generally being provided to or available from unrelated third parties or be “fair
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and reasonable” to the Company and that, in determining whether a transaction or resolution is “fair and reasonable,” the
Company's board of directors may consider the totality of the relationships between the parties involved, including

other transactions that may be particularly advantageous or beneficial to us; and

provides that neither the Seadrill Member nor the Company's officers or the Company's directors will be liable for
monetary damages to the Company, the Company's members or assignees for any acts or omissions unless there has
been a final and non-appealable judgment entered by a court of competent jurisdiction determining that the Seadrill
Member, the Company's directors or officers or those other persons engaged in actual fraud or willful misconduct.

The standard of care applicable to an officer or director of Seadrill when that individual is acting in such capacity is,
in a number of circumstances, stricter than the standard of care the same individual may have when acting as an
officer or director of us. The fact that an officer or director of the Company may have a fiduciary duty to Seadrill does
not, however, diminish the duty that such individual owes to us. Compliance by such officer or director of the
Company with such individual’s duty to the Company should not result in a violation of such individual’s duties to
Seadrill.
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In order to become a member of the Company, a common unitholder is required to agree to be bound by the
provisions in the operating agreement, including the provisions discussed above.

Fees and cost reimbursements, which Seadrill Management and certain other subsidiaries of Seadrill determine for
services provided to the Company, OPCO, and its subsidiaries, will be substantial, will be payable regardless of the
Company's profitability and will reduce the Company's cash available for distribution to the Company's unitholders.
Pursuant to the advisory, technical and administrative services agreements, OPCO pays fees for services provided to
OPCO and its subsidiaries by certain subsidiaries of Seadrill, and the Company and its subsidiaries reimburse these
entities for all expenses they incur on their behalf. These fees and expenses include all costs and expenses incurred in
providing certain advisory, technical and administrative services to the OPCQ’s subsidiaries.

In addition, pursuant to the management and administrative services agreement Seadrill Management provides the
Company with significant management, administrative, financial and other support services and/or personnel. The
Company reimburses Seadrill Management for the reasonable costs and expenses incurred in connection with the
provision of these services. In addition, the Company pays Seadrill Management a management fee.

There is no cap on the amount of fees and cost reimbursements that OPCO and its subsidiaries may be required to pay
such subsidiaries of Seadrill pursuant to the advisory, technical and administrative service agreements, or that the
Company may be required to pay under the management and administrative services agreement. For a description of
the advisory, technical and administrative services agreements and the management and administrative services
agreements, please read Item 7 “Major Unitholder and Related Party Transactions—Related Party Transactions.” The fees
and expenses payable pursuant to the advisory, technical and administrative service agreements and the management
and administrative services agreement will be payable without regard to the Company's financial condition or results
of operations. The payment of fees to and the reimbursement of expenses of Seadrill Management, and certain other
subsidiaries of Seadrill could adversely affect the Company's ability to pay cash distributions the Company's
unitholders.

The Company's operating agreement contains provisions that may have the effect of discouraging a person or group
from attempting to remove the Company's current management or the Seadrill Member, and even if public unitholders
are dissatisfied, they will be unable to remove the Seadrill Member without Seadrill’s consent, unless Seadrill’s
ownership interest in the Company is decreased; all of which could diminish the trading price of the Company's
common units.

The Company's operating agreement contains provisions that may have the effect of discouraging a person or group
from attempting to remove the Company's current management or the Seadrill Member.

The unitholders are unable to remove the Seadrill Member without its consent because the Seadrill Member and its
affiliates own sufficient units to be able to prevent its removal. The vote of the holders of at least 662/3% of all
outstanding common and subordinated units voting together as a single class is required to remove the Seadrill
Member. As of March 31, 2016, Seadrill owned 46.6% of the outstanding common and subordinated units.

{f the Seadrill Member is removed without “cause” during the subordination period and units held by the Seadrill
Member and Seadrill are not voted in favor of that removal, all remaining subordinated units will automatically
convert into common units, any existing arrearages on the common units will be extinguished, and the Seadrill
Member will have the right to convert its incentive distribution rights into common units or to receive cash in
exchange for those interests based on the fair market value of those interests at the time. A removal of the Seadrill
Member under these circumstances would adversely affect the common units by prematurely eliminating their
distribution and liquidation preference over the subordinated units, which would otherwise have continued until the
Company has met certain distribution and performance tests. Any conversion of the Seadrill Member interest or
incentive distribution rights would be dilutive to existing unitholders. Furthermore, any cash payment in lieu of such
conversion could be prohibitively expensive. “Cause” is narrowly defined to mean that with respect to a director or
officer, a court of competent jurisdiction has entered a final, non-appealable judgment finding such director or officer
liable for actual fraud or willful misconduct, and with respect to the Seadrill Member, the Seadrill Member is in
breach of the operating agreement or a court of competent jurisdiction has entered a final, non-appealable judgment
finding the Seadrill Member liable for actual fraud or willful misconduct against the Company or its members, in their
capacity as such. Cause does not include most cases of charges of poor business decisions, such as charges of poor

56



Edgar Filing: Seadrill Partners LLC - Form 20-F

management of the Company's business by the directors appointed by the Seadrill Member, so the removal of the
Seadrill Member because of the unitholders’ dissatisfaction with the Seadrill Member’s decisions in this regard would
most likely result in the termination of the subordination period.
Common unitholders are entitled to elect only four of the seven members of the Company's board of directors. The
Seadrill Member in its sole discretion appoints the remaining three directors.
Election of the four directors elected by unitholders is staggered, meaning that the members of only one of three
classes of the Company's elected directors are selected each year. In addition, the directors appointed by the Seadrill
Member serve for terms determined by the Seadrill Member.
The Company's operating agreement contains provisions limiting the ability of unitholders to call meetings of
. unitholders, to nominate directors and to acquire information about the Company's operations as well as other
provisions limiting the unitholders’ ability to influence the manner or direction of management.
Unitholders’ voting rights are further restricted by the operating agreement provision providing that if any person or
group owns beneficially more than 5% of any class of units then outstanding, any such units owned by that person or
eroup in excess of 5% may not be voted on any matter and will not be considered to be outstanding when sending
notices of a meeting of unitholders, calculating required votes (except for purposes of nominating a person for
election to the Company's board), determining the

24

57



Edgar Filing: Seadrill Partners LLC - Form 20-F

Table of Contents

presence of a quorum or for other similar purposes, unless required by law. The voting rights of any such unitholders
in excess of 5% will effectively be redistributed pro rata among the other common unitholders holding less than 5% of
the voting power of all classes of units entitled to vote. The Seadrill Member, its affiliates and persons who acquired
common units with the prior approval of the Company's board of directors are not subject to this 5% limitation except
with respect to voting their common units in the election of the elected directors.

There are no restrictions in the Company's operating agreement on the Company's ability to issue additional equity
securities.

The effect of these provisions may be to diminish the price at which the common units trade.

The control of the Seadrill Member may be transferred to a third party without unitholder consent.

The Seadrill Member may transfer its Seadrill Member interest to a third party in a merger or in a sale of all or
substantially all of its assets without the consent of the unitholders. In addition, the Company's operating agreement
does not restrict the ability of the members of the Seadrill Member from transferring their respective limited liability
company interests in the Seadrill Member to a third party.

If the Company ceases to control OPCO, the Company may be deemed to be an investment company under the
Investment Company Act of 1940.

If the Company ceases to manage and control OPCO and is deemed to be an investment company under the
Investment Company Act of 1940 because of the Company's ownership of OPCO interests, the Company would either
have to register as an investment company under the Investment Company Act, obtain exemptive relief from the SEC
or modify the Company's organizational structure or the Company's contract rights to fall outside the definition of an
investment company. Registering as an investment company could, among other things, materially limit the
Company's ability to engage in transactions with affiliates, including the purchase and sale of certain securities or
other property to or from the Company's affiliates, restrict the Company's ability to borrow funds or engage in other
transactions involving leverage, and require the Company to add additional directors who are independent of the
Company or the Company's affiliates.

Substantial future sales of the Company's common units in the public market could cause the price of the Company's
common units to fall.

The Company has granted registration rights to Seadrill and certain of its affiliates. These unitholders have the right,
subject to some conditions, to require the Company to file registration statements covering any of the Company's
common, subordinated or other equity securities owned by them or to include those securities in registration
statements that the Company may file for the Company or other unitholders. As of March 31, 2016, Seadrill owned
26,275,750 common units and 16,543,350 subordinated units and all of the incentive distribution rights (through its
ownership of the Seadrill Member). Following their registration and sale under an applicable registration statement,
those securities will become freely tradable. By exercising their registration rights and selling a large number of
common units or other securities, these unitholders could cause the price of the Company's common units to decline.
The Seadrill Member, as the initial holder of all of the incentive distribution rights, may elect to cause the Company to
issue additional common units to it in connection with a resetting of the target distribution levels related to the Seadrill
Member’s incentive distribution rights without the approval of the conflicts committee of the Company's board of
directors or holders of the Company's common units and subordinated units. This may result in lower distributions to
holders of the Company's common units in certain situations.

The Seadrill Member, as the initial holder of all of the incentive distribution rights, has the right, at a time when there
are no subordinated units outstanding and the Seadrill Member has received incentive distributions at the highest level
to which it is entitled (50%) for each of the prior four consecutive fiscal quarters, to reset the initial cash target
distribution levels at higher levels based on the distribution at the time of the exercise of the reset election. Following
a reset election by the Seadrill Member, the minimum quarterly distribution amount will be reset to an amount equal
to the average cash distribution amount per common unit for the two fiscal quarters immediately preceding the reset
election (such amount is referred to as the “reset minimum quarterly distribution”), and the target distribution levels will
be reset to correspondingly higher levels based on the same percentage increases above the reset minimum quarterly
distribution amount.
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In connection with resetting these target distribution levels, the Seadrill Member will be entitled to receive a number
of common units equal to that number of common units whose aggregate quarterly cash distributions equaled the
average of the distributions to the Seadrill Member on the incentive distribution rights in the prior two quarters. The
Company anticipates that the Seadrill Member would exercise this reset right in order to facilitate acquisitions or
internal growth projects that would not be sufficiently accretive to cash distributions per common unit without such
conversion; however, it is possible that the Seadrill Member could exercise this reset election at a time when it is
experiencing, or may be expected to experience, declines in the cash distributions it receives related to its incentive
distribution rights and may therefore desire to be issued the Company's common units, rather than retain the right to
receive incentive distributions based on the initial target distribution levels. As a result, a reset election may cause the
Company's common unitholders to experience dilution in the amount of cash distributions that they would have
otherwise received had the Company not issued additional common units to the Seadrill Member in connection with
resetting the target distribution levels related to the Seadrill Member’s incentive distribution rights.
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The Company may issue additional equity securities, including securities senior to the common units, without the
approval of the Company's unitholders, which would dilute the ownership interests of the Company's existing
unitholders.

The Company may, without the approval of the Company's unitholders, issue an unlimited number of additional units
or other equity securities. In addition, the Company may issue an unlimited number of units that are senior to the
common units in right of distribution, liquidation and voting. The issuance by the Company of additional common
units or other equity securities of equal or senior rank will have the following effects:

the Company's unitholders’ proportionate ownership interest in the Company will decrease;

the amount of cash available for distribution on each unit may decrease;

because a lower percentage of total outstanding units will be subordinated units, the risk that a shortfall in the
payment of the minimum quarterly distribution will be borne by the Company's common unitholders will increase;
the relative voting strength of each previously outstanding unit may be diminished; and

the market price of the common units may decline.

Upon the expiration of the subordination period, the subordinated units will convert into common units and will then
participate pro rata with other common units in distributions of available cash.

During the subordination period, the common units will have the right to receive distributions of available cash from
operating surplus in an amount equal to the minimum quarterly distribution of $0.3875 per unit, plus any arrearages in
the payment of the minimum quarterly distribution on the common units from prior quarters, before any distributions
of available cash from operating surplus may be made on the subordinated units. Distribution arrearages do not accrue
on the subordinated units. The purpose of the subordinated units is to increase the likelihood that during the
subordination period there will be available cash from operating surplus to be distributed on the common units. Upon
the expiration of the subordination period, the subordinated units will convert into common units and will then
participate pro rata with other common units in distributions of available cash. For a description of the subordination
period, please see Item 8. “Financial Information- Consolidated Statements and Other Financial Information-The
Company's Cash Distribution Policy- Subordination Period.”

In establishing cash reserves, the Company's board of directors may reduce the amount of cash available for
distribution to the Company's unitholders.

The OPCQO’s operating agreements provide that the Company's board of directors approves the amount of reserves
from the OPCO’s cash flow that will be retained by OPCO to fund its future operating and capital expenditures. The
Company's operating agreement requires the Company's board of directors to deduct from operating surplus cash
reserves that it determines are necessary to fund the Company's future operating and capital expenditures. These
reserves also affect the amount of cash available for distribution by OPCO to the Company, and by the Company to
the Company's unitholders. In addition, the Company's board of directors may establish reserves for distributions on
the subordinated units, but only if those reserves do not prevent the Company from distributing the full minimum
quarterly distribution, plus any arrearages, on the common units for the following four quarters. As described above in
“—Risks Inherent in The Company's Business— the Company must make substantial capital and operating expenditures to
maintain the operating capacity of its fleet, which will reduce cash available for distribution. In addition, each quarter
the Company is required to deduct estimated maintenance and replacement capital expenditures from operating
surplus, which may result in less cash available to unitholders than if actual maintenance and replacement capital
expenditures were deducted,” the Company's operating agreement requires the Company's board of directors each
quarter to deduct from operating surplus estimated maintenance and replacement capital expenditures, as opposed to
actual maintenance and replacement capital expenditures, which could reduce the amount of available cash for
distribution. The amount of estimated maintenance and replacement capital expenditures deducted from operating
surplus is subject to review and change by the Company's board of directors at least once a year, provided that any
change must be approved by the conflicts committee of the Company's board of directors.

The Seadrill Member has a limited call right that may require the Company's common unitholders to sell their
common units at an undesirable time or price.
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If at any time the Seadrill Member and its affiliates own more than 80% of the common units, the Seadrill Member
will have the right, which it may assign to any of its affiliates or to the Company, but not the obligation, to acquire all,
but not less than all, of the common units held by unaffiliated persons at a price not less than the then-current market
price of the Company's common units. The Seadrill Member is not obligated to obtain a fairness opinion regarding the
value of the common units to be repurchased by it upon the exercise of this limited call right. As a result, the holders
of the Company's common units may be required to sell their common units at an undesirable time or price and may
not receive any return on their investment. Such common unitholders may also incur a tax liability upon a sale of their
common units.

As of March 31, 2016, Seadrill, which owns and controls the Seadrill Member, owned 34.9% of the Company's
common units. At the end of the subordination period, assuming no additional issuances of common units and the
conversion of the Company's subordinated units into common units, Seadrill would own 46.6% of the Company's
common units.

The Company can borrow money to pay distributions, which would reduce the amount of credit available to operate
the Company's business.

The Company's operating agreement allows the Company to make working capital borrowings to pay distributions.
Accordingly, if the Company has available borrowing capacity, the Company can make distributions on all the
Company's units even though cash generated by the Company's operations may not be sufficient to pay such
distributions. Any working capital borrowings by the Company to make distributions will reduce the amount of
working capital borrowings the Company can make for operating the Company's business. For more information,
please read Item 5 “Operating and Financial Review and Prospects—Liquidity and Capital Resources.”
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Increases in interest rates may cause the market price of the Company's common units to decline.

An increase in interest rates may cause a corresponding decline in demand for equity investments in general, and in
particular for yield-based equity investments such as the Company's common units. Any such increase in interest rates
or reduction in demand for the Company's common units resulting from other relatively more attractive investment
opportunities may cause the trading price of the Company's common units to decline.

Unitholders may have liability to repay distributions.

Under some circumstances, unitholders may have to repay amounts wrongfully returned or distributed to them. Under
the Marshall Islands Act, the Company may not make a distribution to the Company's unitholders if at the time of the
distribution, after giving effect to the distribution, all the Company’s liabilities, other than liabilities to members on
account of their limited liability company interests and liabilities for which the recourse of creditors is limited to
specified property of the Company, exceed the fair value of the assets of the Company, except that the fair value of
property that is subject to a liability for which the recourse of creditors is limited shall be included in the assets of the
Company only to the extent that the fair value of that property exceeds that liability. The Marshall Islands Act
provides that for a period of three years from the date of the impermissible distribution (or longer if an action to
recover the distribution is commenced during such period), members who received the distribution and who knew at
the time of the distribution that it violated the Marshall Islands Act will be liable to the limited liability company for
the distribution amount. Assignees who become substituted members are liable for the obligations of the assignor to
make contributions to the company that are known to the assignee at the time it became members and for unknown
obligations if the liabilities could be determined from the operating agreement.

The Company has been organized as a limited liability company under the laws of the Republic of the Marshall
Islands, which does not have a well-developed body of limited liability company law.

The Company's limited liability company affairs are governed by the Company's operating agreement and by the
Marshall Islands Act. The provisions of the Marshall Islands Act resemble provisions of the limited liability company
laws of a number of states in the United States, most notably Delaware. The Marshall Islands Act also provides that
for non-resident limited liability companies such as the Company it is to be applied and construed to make the laws of
the Marshall Islands, with respect to the subject matter of the Marshall Islands Act, uniform with the laws of the state
of Delaware and, so long as it does not conflict with the Marshall Islands Act or decisions of the High or Supreme
Courts of the Marshall Islands the non-statutory law (or case law) of the State of Delaware is adopted as the law of the
Marshall Islands. There have been, however, few, if any, court cases in the Marshall Islands interpreting the Marshall
Islands Act, in contrast to Delaware, which has a fairly well-developed body of case law interpreting its limited
liability company statute. Accordingly, the Company cannot predict whether Marshall Islands courts would reach the
same conclusions as the courts in Delaware. For example, the rights of the Company's unitholders and the duties of the
Seadrill Member and the Company's directors and officers under Marshall Islands law are not as clearly established as
under judicial precedent in existence in Delaware. As a result, unitholders may have more difficulty in protecting their
interests in the face of actions by the Seadrill Member and the Company's officers and directors than would
unitholders of a similarly organized limited liability company in the United States.

Because the Company is organized under the laws of the Marshall Islands, it may be difficult to serve the Company
with legal process or enforce judgments against the Company, the Company's directors or the Company's
management.

The Company is organized under the laws of the Marshall Islands, and substantially all of the Company's assets are
located outside of the United States. In addition, the Seadrill Member is a Marshall Islands limited liability company,
and the Company's directors and officers generally are or will be non-residents of the United States, and all or a
substantial portion of the assets of these non-residents are located outside the United States. As a result, it may be
difficult or impossible for you to bring an action against the Company or against these individuals in the United States
if you believe that your rights have been infringed under securities laws or otherwise. Even if you are successful in
bringing an action of this kind, the laws of the Marshall Islands and of other jurisdictions may prevent or restrict you
from enforcing a judgment against the Company's assets or the assets of the Seadrill Member or the Company's
directors or officers.
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The market price of our common units has recently declined significantly. If the average closing price of our common
units declines to less than $1.00 over 30 consecutive trading days, our common units could be delisted from the NYSE
or trading could be suspended.

Our common units are currently listed on the NYSE. In order for our common units to continue to be listed on the
NYSE, we are required to comply with various listing standards, including the maintenance of a minimum average
closing price of at least $1.00 per unit during a consecutive 30 trading-day period. A renewed or continued decline in
the closing price of our common units on the NYSE could result in a breach of these requirements. Although we
would have an opportunity to take action to cure such a breach, if we did not succeed, the NYSE could commence
suspension or delisting procedures in respect of our common units. The commencement of suspension or delisting
procedures by an exchange remains, at all times, at the discretion of such exchange and would be publicly announced
by the exchange. If a suspension or delisting were to occur, there would be significantly less liquidity in the suspended
or delisted securities. In addition, our ability to raise additional necessary capital through equity or debt financing
would be greatly impaired. Furthermore, with respect to any suspended or delisted common units, we would expect
decreases in institutional and other investor demand, analyst coverage, market making activity and information
available concerning trading prices and volume, and fewer broker-dealers would be willing to execute trades with
respect to such common units. A suspension or delisting would likely decrease the attractiveness of our common units
to investors and cause the trading volume of our common units to decline, which could result in a further decline in
the market price of our common units.
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Tax Risks

In addition to the following risk factors, you should read Item 4 “Information on the Company—Business
Overview—Taxation of the Company,” and Item 10 “Additional Information—Taxation” for a more complete discussion of
the expected material U.S. federal and non-U.S. income tax considerations relating to the Company and the ownership

and disposition of the Company's common units.

The Company will be subject to taxes, which will reduce the Company's cash available for distribution to the
Company's unitholders.

Some of the Company's subsidiaries will be subject to tax in the jurisdictions in which they are organized or operate,
reducing the amount of cash available for distribution. In computing the Company's tax obligation in these
jurisdictions, the Company is required to take various tax accounting and reporting positions on matters that are not
entirely free from doubt and for which the Company has not received rulings from the governing authorities. The
Company cannot assure you that upon review of these positions the applicable authorities will agree with the
Company's positions. A successful challenge by a tax authority could result in additional tax imposed on the
Company's subsidiaries, further reducing the cash available for distribution. In addition, changes in the Company's
operations could result in additional tax being imposed on the Company or its subsidiaries in jurisdictions in which
operations are conducted. Please read Item 4 “Information on the Company—Business Overview—Taxation of the
Company.”

A change in tax laws in any country in which the Company operates could result in higher tax expense.

The Company conducts its operations through various subsidiaries. Tax laws and regulations are highly complex and
subject to interpretation. Consequently, the Company is subject to changing tax laws, treaties and regulations in and
between countries in which the Company operates. The Company's income tax expense is based on the Company's
interpretation of the tax laws in effect at the time the expense was incurred. A change in tax laws, treaties or
regulations, or in the interpretation thereof, could result in a materially higher tax expense or a higher effective tax rate
on the Company's earnings. For example, the Nigerian tax regime was recently changed from a deemed profit
percentage of revenue to an actual profit regime, using 30% of net income. This change required the Company to book
a deferred tax liability in the third quarter of 2015 which is expected to reverse in approximately 2020. Other such
changes may include measures enacted in response to the ongoing initiatives in relation to fiscal legislation at an
international level, such as the Action Plan on Base Erosion and Profit Shifting of the Organization for Economic
Co-operation and Development.

The Company files periodic tax returns that are subject to review and audit by various revenue agencies in the
jurisdictions in which the Company operates. Taxing authorities may challenge any of the Company's tax positions, at
which time the Company will contest such assessments where the Company believes the assessments are in error.
Determinations by such authorities that differ materially from the Company's recorded estimates, favorably or
unfavorably, may have a material impact on the Company's results of operations, financial position or cash available
for distribution.

A loss of a major tax dispute or a successful tax challenge to the Company's operating structure, intercompany pricing
policies or the taxable presence of the Company's subsidiaries in certain countries could result in a higher tax rate on
the Company's worldwide earnings, which could result in a significant negative impact on the Company's earnings
and cash flows from operations.

The Company's income tax returns are subject to review and examination. The Company does not recognize the
benefit of income tax positions the Company believes are more likely than not to be disallowed upon challenge by a
tax authority. If any tax authority successfully challenges the Company's operational structure, intercompany pricing
policies or the taxable presence of the Company's subsidiaries in certain countries; or if the terms of certain income
tax treaties are interpreted in a manner that is adverse to the Company's structure; or if the Company loses a material
tax dispute in any country, the Company's effective tax rate on the Company's worldwide earnings could increase
substantially and the Company's earnings and cash flows from operations could be materially adversely affected.
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U.S. tax authorities could treat the Company as a “passive foreign investment company,” which would have adverse
U.S. federal income tax consequences to U.S. unitholders.

A non-U.S. entity treated as a corporation for U.S. federal income tax purposes will be treated as a “passive foreign
investment company,” or PFIC, for U.S. federal income tax purposes if at least 75% of its gross income for any taxable
year consists of “passive income” or at least 50% of the average value of its assets for any taxable year produce, or are
held for the production of, “passive income.” For purposes of these tests, “passive income” includes dividends, interest,
gains from the sale or exchange of investment property, and rents and royalties other than rents and royalties that are
received from unrelated parties in connection with the active conduct of a trade or business. For purposes of these
tests, income derived from the performance of services does not constitute “passive income.” U.S. unitholders of a PFIC
are subject to a disadvantageous U.S. federal income tax regime with respect to the income derived by the PFIC, the
distributions they receive from the PFIC, and the gain, if any, they derive from the sale or other disposition of their
interests in the PFIC.

Based on the Company's current and projected method of operation, the Company believes that it was not a PFIC for
the Company's 2015 taxable year, and the Company expects that the Company will not be treated as a PFIC for the
current or any future taxable year. The Company expects that more than 25% of the Company's gross income for the
Company's 2015 taxable year arose and for the current and each future years will arise from such drilling contracts or
other income that the Company believes should not constitute passive income, and more than 50% of the average
value of the Company's assets for each such year will be held for the production of such nonpassive income.

Assuming the composition of the Company's income and assets is consistent with these expectations, the Company
believes that the Company should not be a PFIC for the Company's 2015 taxable year or the Company's current or any
future year.
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The conclusions that the Company has reached are not free from doubt and the U.S. Internal Revenue Service, or IRS,

or a court could disagree with the Company's position. In addition, although the Company intends to conduct the
Company's affairs in a manner to avoid, to the extent possible, being classified as a PFIC with respect to any taxable
year, the Company cannot assure you that the nature of the Company's operations will not change in the future or that

the Company will not be a PFIC in the future. If the IRS were to find that the Company is or has been a PFIC for any
taxable year (and regardless of whether the Company remains a PFIC for any subsequent taxable year), the Company's
U.S. unitholders would face adverse U.S. federal income tax consequences. Please read Item 10 “Additional
Information—Taxation—Material U.S. Federal Income Tax Considerations—U.S. Federal Income Taxation of

U.S. Holders—PFIC Status and Significant Tax Consequences” for a more detailed discussion of the U.S. federal income
tax consequences to U.S. unitholders if the Company is treated as a PFIC.

Item 4. Information on the Company

A. History and Development of the Company

General

Seadrill Partners, LLC is a publicly traded limited liability company formed on June 28, 2012 as a wholly owned
subsidiary of Seadrill Limited. In connection with the Company's IPO in October 2012, the Company acquired (i) a
30% limited partner interest in Seadrill Operating LP, as well as the non-economic general partner interest in Seadrill
Operating LP through the Company's 100% ownership of its general partner, Seadrill Operating GP LLC, and (ii) a
51% limited liability company interest in Seadrill Capricorn Holdings LLC. Immediately following the Company's
IPO, Seadrill Operating LP owned (i) a 100% interest in the entities that own the West Aquarius and the West
Vencedor and (ii) an approximate 56% interest in the entity that owns and operates the West Capella. In addition,
immediately following the Company's IPO, Seadrill Capricorn Holdings LL.C owned 100% of the entities that own
and operate the West Capricorn.

During the year ended December 31, 2013, the Company acquired from Seadrill (i) a 100% interest in two tender rigs,
the T-15 and the T-16, which the Company owns through its wholly owned subsidiary Seadrill Partners Operating
LLC, (ii) a 51% indirect interest in the semi-submersible drilling rig the West Sirius, which the Company owns
through Seadrill Capricorn Holdings LLC and (iii) a 30% indirect interest in the semi-submersible drilling rig, the
West Leo, which the Company owns through Seadrill Operating LP.

As of January 2, 2014, the date of the date of the Company’s first annual general meeting, Seadrill ceased to control
the Company as defined by generally accepted accounting principles in the United States, or GAAP, and, therefore,
Seadrill Partners and Seadrill are no longer deemed to be entities under common control. As such, acquisitions by the
Company from Seadrill subsequent to this date are no longer accounted for as transactions between parties under
common control.

During the year ended December 31, 2014, the Company acquired from Seadrill (i) a 51% indirect interest in two
drillships, the West Auriga and West Vela, which the Company owns through Seadrill Capricorn Holdings LLC, and
(i1) an additional 28% limited partner interest in Seadrill Operating LP, bringing its total ownership in Seadrill
Operating LP to 58%.

During the year ended December 31, 2015, Seadrill Operating LP, a subsidiary in which the Company owns a 58%
limited partner interest, acquired from Seadrill all of the shares of Seadrill Polaris Ltd. ("Seadrill Polaris"), the entity
that owns and operates the drillship the West Polaris from Seadrill.

Overview

The Company is a limited liability company formed by Seadrill to own, operate and acquire offshore drilling units.
The Company's drilling units are under contracts with major oil companies such as Chevron, Tullow, BP and
ExxonMobil with an average remaining term of 2.4 years as of March 31, 2016.
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On October 24, 2012, the Company completed its IPO and in connection with the Company's IPO, the Company

issued 10,062,500 common units to the public (including 1,312,500 common units pursuant the underwriter’s option to
purchase additional common unit in full) at a price of $22.00 per common unit and issued to Seadrill 14,752,525
common units and 16,543,350 subordinated units. In addition, the Company issued to Seadrill Member LLC, a wholly
owned subsidiary of Seadrill, the Seadrill Member interest, which is a non economic-limited liability company interest
in the Company, and all of the Company's incentive distribution rights.

In connection with the Company's IPO, the Company acquired (i) a 30% limited partner interest in Seadrill

Operating LP, as well as the non-economic general partner interest in Seadrill Operating LP through the Company's
100% ownership of its general partner, Seadrill Operating GP LLC, and (ii) a 51% limited liability company interest

in Seadrill Capricorn Holdings LLC. The Company controls Seadrill Operating LP through the Company's ownership
of its general partner and Seadrill Capricorn Holdings LLC through the Company's ownership of the majority of the
limited liability company interests.

On May 17, 2013, the Company's wholly-owned subsidiary, Seadrill Partners Operating LLC, acquired from Seadrill

a 100% ownership interest in the entities that own and operate the tender rig the T-15. On October 18, 2013, Seadrill
Partners Operating LLC, acquired from Seadrill a 100% ownership interest in the entity that owns the tender rig the
T-16. As consideration for the purchase of the T-16, the Company issued 3,310,622 common units to Seadrill.

On December 13, 2013, Seadrill Operating LP acquired (the “Leo Acquisition”) all of the ownership interests in each of
the entities that own, operate and manage the semi-submersible drilling rig, West Leo (the “Leo Business”) and Seadrill
Capricorn Holdings LLC acquired (the “Sirius
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Acquisition”) all of the ownership interests in each of the entities that own and operate the semi-submersible drilling
rig, West Sirius (the “Sirius Business”). The Leo Acquisition and the Sirius Acquisition were accomplished through a
series of purchases and contributions. The implied purchase prices of the Leo Acquisition and the Sirius Acquisition
were $1.250 billion and $1.035 billion, respectively, in each case, including working capital. The Company's portion
of the purchase price after debt financing at the OPCO level for the Leo Acquisition was $229.4 million. In addition,
the owner of the West Leo, Seadrill Leo Ltd., entered into a $485.5 million intercompany loan agreement with
Seadrill, which was repaid in full in February 2014. The Company's portion of the purchase price after debt financing
at the OPCO level for the Sirius Acquisition was $298.4 million. The Company funded $70 million of the $298.4
million purchase price by issuing a zero coupon discount note to Seadrill which was repaid in full in March 2014.
Seadrill Hungary Kft., the owner of the West Sirius, entered into a $220.1 million intercompany loan agreement with
Seadrill which was repaid in full in February 2014. In addition, Seadrill Capricorn Holdings LLC financed $229.9
million of the purchase price of the Sirius Acquisition by issuing a zero coupon discount note to Seadrill which was
repaid in full in February 2014. As a result of these transactions, the Company acquired a (i) 30% indirect interest in
the Leo Business and (ii) 51% indirect interest in the Sirius Business.

In order to fund the Company's portion of the purchase price for the Sirius Acquisition and Leo Acquisition, on
December 9, 2013, the Company sold an aggregate of (i) 12,880,000 common units to the public at a price of $29.50
per unit and (ii) 3,394,916 common units to Seadrill in a concurrent private placement at a price of $29.50 per unit.
The aggregate net proceeds from these offerings were approximately $464.8 million.

The transactions described above that occurred through December 31, 2013, have been reflected as a reorganization of
entities under common control and, therefore, the assets and liabilities acquired from Seadrill have been recorded at
historical cost by the Company and the historical operating results have been retrospectively adjusted to include the
results of the combined entities during the periods they were under common control of Seadrill.

As of January 2, 2014, the date of the Company’s first annual general meeting, Seadrill ceased to control the Company
in accordance with US GAAP and, therefore, the Company and Seadrill are no longer deemed to be entities under
common control.

On February 21, 2014, Seadrill Operating LP, Seadrill Capricorn Holdings LLC and the Company's new subsidiary,
Seadrill Partners Finco LLC (the “Borrowers”), entered into Senior Secured Credit Facilities (the “Senior Secured Credit
Facilities”). The Senior Secured Credit Facilities consist of (i) a $100.0 million revolving credit facility (the “revolving
facility””) available for borrowing from time to time by any Borrower, and (ii) a $1.8 billion term loan (the “term loan™)
which was borrowed by Seadrill Operating LP in full on February 21, 2014. The proceeds from the transaction were
used to (a) refinance debt secured by the West Aquarius, West Capella, West Leo and West Sirius, (b) repay in part
the Company's unsecured loans from Seadrill, (c) add cash to the balance sheet in support of general company
purposes and (d) pay all fees and expenses associated therewith.

On March 24, 2014, Seadrill Capricorn Holdings LLC acquired from Seadrill all of the ownership interests in each of
Seadrill Auriga Hungary Kft., a Hungarian company which owns the drillship, the West Auriga, and Seadrill Gulf
Operations Auriga LLC, a Delaware limited liability company which operates the West Auriga (the "Auriga
Acquisition"). The Auriga Acquisition was accomplished through a series of purchases and contributions. As a result
of these transactions, the Company acquired a 51% indirect interest in the ownership and operations of the West
Auriga. The implied purchase price of the Auriga Acquisition was $1.24 billion. The Company's portion of the
purchase price for the Auriga Acquisition, after debt financing at the OPCO level, was $355.4 million. In addition,
Seadrill Capricorn Holdings LLC financed $100.0 million of the purchase price by issuing a zero coupon limited
recourse discount note to Seadrill that matured in September 2015. Upon maturity of such note, Seadrill Capricorn
Holdings LL.C was due to repay $103.7 million to Seadrill. This note was repaid in June 2014 with the proceeds of the
Amended Senior Secured Credit Facilities. The purchase price was subsequently adjusted by a working capital
adjustment of $330.4 million. The working capital adjustment predominately arose as a result of related party payable
balances which remained in the acquired entities. These payable balances related to funding provided by Seadrill to
the acquired entities for the construction, equipping and mobilization of the West Auriga.

Seadrill Auriga Hungary Kft. was a borrower under the $1.45 billion credit facility (the “Auriga Facility”) used to
finance the West Auriga. As of the closing date of the Auriga Acquisition, Seadrill Auriga Hungary owed $443.1
million in principal under the Auriga Facility. In June 2014, this facility was refinanced with proceeds from the
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Amended Senior Secured Credit Facilities.

In order to fund the Company's portion of the cash purchase price of the Auriga Acquisition, on March 17, 2014, the
Company issued an aggregate of 11,960,000 common units to the public and 1,633,987 common units to Seadrill at a
price of $30.60 per unit.

On June 24, 2014, the Company issued 6,100,000 common units to the public and 3,183,700 common units to Seadrill
at a price of $31.41 per unit.

On June 26, 2014, the Borrowers amended and restated their senior secured credit facilities (as amended and restated,
the “Amended Senior Secured Credit Facilities”) to provide for the borrowing by Seadrill Operating LP of $1.1 billion
of additional term loans, in addition to the $1.8 billion term loan already outstanding under the Senior Secured Credit
Facilities. Thus, following the amendment and restatement, the Amended Senior Secured Credit Facilities consisted of
(1) a $100.0 million revolving credit facility (the “revolving facility”) available for borrowing from time to time by any
Borrower, and (ii) a $2.9 billion term loan (the “term loan”). The proceeds from the additional $1.1 billion of term loans
were used to (a) refinance debt secured by the West Auriga of $443.1 million and the West Capricorn of $426.3
million, (b) repay in part certain of our unsecured loans from Seadrill in the amount of $100.0 million, (c) add cash to
the Company’s balance sheet for general company purposes, (d) pay all fees and expenses associated with the
Amended Senior Secured Credit Facilities and (e) partially fund the acquisition of an additional interest in Seadrill
Operating LP discussed below.
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On July 21, 2014, the Company acquired an additional 28% interest in Seadrill Operating LP from Seadrill Limited
for $373 million, bringing its total ownership interest in Seadrill Operating LP to 58%.

On September 23, 2014, the Company issued 8,000,000 common units to the public at a price of $30.68 per unit.

On November 4, 2014, Seadrill Capricorn Holdings LLC acquired from Seadrill all of the ownership interests in each
of Seadrill Vela Hungary Kft., a Hungarian company which owns the drillship, the West Vela, and Seadrill Gulf
Operations Vela LLC, a Delaware limited liability company which operates the West Vela (the "Vela Acquisition").
The Vela Acquisition was accomplished through a series of purchases and contributions. As a result of these
transactions, the Company acquired a 51% indirect interest in the ownership and operations of the West Vela. The
implied initial purchase price of the Vela Acquisition was $900 million. The Company's portion of the initial purchase
price for the Vela Acquisition, after debt financing at the OPCO level, was $238 million. Under the terms of the West
Vela contract, the customer is paying a daily rate of $565,000, plus approximately $44,000 per day as a mobilization
fee paid over the term of the contract. In addition to the initial purchase price, Seadrill Capricorn Holdings LL.C will
pay Seadrill $40,000 per day of day rate revenue actually received, as well as the $44,000 per day mobilization fee.
These payments to Seadrill will cease at the end of the current contract. Thus, the total consideration included deferred
consideration payable to Seadrill of $73.7 million and contingent consideration of $65.7 million. The purchase price
was subsequently adjusted by a working capital adjustment of $6.0 million. The acquisition was financed with debt
and $238 million in cash for the Company’s 51% equity share.

As of the closing date of the Vela Acquisition, Seadrill Vela Hungary Kft owed $433.1 million in principal under the
Vela Facility. Seadrill Vela Hungary’s liability to repay debt under the Vela Facility that relates to the other rigs owned
by Seadrill remains. However, Seadrill indemnified Seadrill Vela Hungary Kft. against any liability it may incur under
the Vela Facility in respect of such debt. Unless the context requires otherwise, references in this section to the
“Company” include OPCO and its subsidiaries.

On March 31, 2015 the Company received a notice of termination from BP for the contract for the West Sirius which
became effective after having completed a well and demobilization in early May 2015. Prior to the cancellation notice,
the dayrate and term for the West Sirius and West Capricorn contracts were swapped. The West Sirius dayrate was
decreased by $40,000 per day and the term was decreased by two years to expire in July 2017 while the dayrate for the
West Capricorn was increased by $40,000 per day and the term was extended by two years to expire in July 2019.
Amortized payments for the West Capricorn such as mobilization and upgrades will continue on the original schedule
ending in July 2017. In accordance with the cancellation provisions in the West Sirius contract, the Company will
receive termination payments over the remaining contract term, now expiring in July 2017.

On June 16, 2015, Seadrill Operating LP, a subsidiary in which the Company owns a 58% limited partner interest,
entered into an agreement with Seadrill to acquire all of the shares of Seadrill Polaris Ltd. (“Seadrill Polaris”), the entity
that owns and operates the drillship the West Polaris (the ‘“Polaris Acquisition”) from Seadrill. The Polaris Acquisition
was completed on June 19, 2015. The West Polaris is a 6th generation, dynamically positioned drillship delivered

from the Samsung shipyard in 2008. The West Polaris is expected to carry out operations in Angola until the end of its
contract with ExxonMobil in March 2018.

The consideration for the Polaris Acquisition was comprised of $204 million in cash and $336 million of debt
outstanding under the existing facility financing the West Polaris. In addition Seadrill Operating LP issued a note (the
“Seller’s credit”) of $50 million to Seadrill, repayment of which is contingent on the future re-contracted dayrate for the
West Polaris. The Seller's credit is due in 2021 and bears an interest rate of 6.5% per annum. During the three-year
period following the completion of the current drilling contract with ExxonMobil, the Sellers's credit may be reduced

if the average contracted dayrate (net of commissions) for the period, adjusted for utilization, under any replacement
contract is below $450,000 until the Seller’s credit’s maturity in 2021. Should the average dayrate of the replacement
contract be above $450,000, the entire $50 million Seller's credit must be paid to Seadrill upon maturity of the Seller's
credit in 2021.
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In addition, Seadrill Polaris may make further contingent payments to Seadrill based upon the West Polaris's operating
dayrate. In February 2016, the drilling contract for the West Polaris with ExxonMobil was amended to reduce the
dayrate to $490,000, effective January 1, 2016. Under the terms of the acquisition agreement, Seadrill Polaris has
agreed to pay Seadrill (a) any dayrate it receives in excess of $450,000 per day, adjusted for daily utilization, through
the remaining term, without extension, of the ExxonMobil contract (the "Initial Earn-Out"), and (b) after the
expiration of the term of the existing contract until March 2025, 50% of any such excess dayrate, adjusted for daily
utilization. tax and agency commission (the "Subsequent Earn-Out").

The Company's interests in OPCO represent its only cash-generating assets. The Company manages its business and
analyzes and reports its results of operations in a single global segment. The Company’s fleet is reviewed by the Chief
Operating Decision Maker, which is the board of directors, as an aggregated sum of assets, liabilities and activities
generating distributable cash to meet minimum quarterly distributions.

Capital Expenditures

We had total capital expenditures of approximately $18.6 million, $31.6 million and $159.3 million in the years ended
2015, 2014 and 2013 respectively. Our capital expenditures relate primarily to capital additions and equipment to our
existing drilling units and payments for long term maintenance. We financed this capital expenditure through cash
generated from operations, secured and unsecured debt arrangements and the sale of partial ownership interests in
certain subsidiaries. Please refer to "Item 4.B "Information on the Company - Business Overview" for further
information on the Company's fleet.
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The Company listed its common units on the New York Stock Exchange in October 2012 under the ticker symbol
“SDLP.”

The Company was formed under the laws of the Marshall Islands and maintain the Company's principal executive
headquarters at 2nd Floor, Building 11, Chiswick Business Park, 566 Chiswick High Road, London, W4 5YS, United
Kingdom. The Company's telephone number at that address is +44 20 8811 4700. The Company's agent for service of
process in the United States is Watson Farley & Williams LLP and its address is 250 West 55th Street New York,
New York 10019.

B. Business Overview
General
The Company is a limited liability company formed on June 28, 2012 by Seadrill Limited (NYSE: SDRL) to own,
operate and acquire offshore drilling units. The Company's drilling units are under contracts with major oil companies
such as Chevron, BP, ExxonMobil and Tullow with an average remaining term of 2.4 years as of March 31, 2016.
The Company’s fleet as of March 31, 2016 consisted of:
the semi-submersible West Aquarius, which was delivered from the shipyard in 2009 and is currently operating under
a drilling contract with ExxonMobil that expires in April 2017;
the semi-submersible West Capricorn, which was delivered from the shipyard in 2011 and is currently operating
under a drilling contract with BP that expires in July 2019;
the semi-submersible West Leo, which was delivered from the shipyard in 2012 and is currently operating under a
drilling contract with Tullow that expires in July 2018;
the semi-submersible West Sirius, which was delivered from the shipyard in 2008 and operated under a drilling
contract with BP, which was terminated early in April 2015. The West Sirius is currently earning early termination
fees until July 2017;
the semi-tender rig West Vencedor, which was delivered from the shipyard in 2010 and is currently operating under a
drilling contract with Petronas that expires in July 2016;
the tender rig T-15, which was delivered from the shipyard in 2013 and is currently operating under a 5-year drilling
contract with Chevron that expires in July 2019;
the tender rig T-16, which was delivered from the shipyard in 2013 and is currently operating under a 5-year drilling
contract with Chevron that expires in August 2019;

the drillship West Auriga, which was delivered from the shipyard in 2013 and is currently operating under a

drilling contract with BP that expires in October 2020;
the drillship West Vela, which was delivered from the shipyard in 2013 and is currently operating under a drilling
contract with BP that expires in November 2020;
the drillship West Capella, which was delivered from the shipyard in 2008 and is currently operating under a drilling
contract with ExxonMobil that expires in April 2017; and
the drillship West Polaris, which was delivered from the shipyard in 2008 and is currently operating under a drilling
contract with ExxonMobil that expires in March 2018.
For more information about the Company's fleet, including the Company's ownership interests in each of the drilling
units, please see " - Fleet and Customers" below.
Business Strategies

Our immediate objectives during the current industry downturn include the following:

Protect our revenue and contract backlog by continuing to provide excellent service to our customers

We are a leading offshore deepwater drilling company and our mission is to continue to be a preferred offshore
drilling contractor and to deliver excellent performance to our clients by consistently exceeding their expectations for
performance and safety standards. We believe that we have one of the most modern fleets in the industry and believe

that by combining quality assets and experienced and skilled employees we will be able to provide our customers with
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safe and effective operations, and maintain our position as a preferred provider of offshore drilling services for our
customers. We believe that a combination of quality drilling rigs, highly skilled employees and strong operations will
facilitate the procurement of term contracts at premium dayrates. By doing this we intend to maximize opportunities
for new drilling contracts, while minimizing chances of contract terminations.

Continue cost-cutting and deliver steady, stable cash flow

We intend to continue to implement our cost savings program and drive operational efficiencies in order to reduce our
cost base while maintaining our excellent operating performance. We made significant progress in 2015 in reducing
capital and operating expenditures. In 2016, we will continue to focus on headcount reductions, insurance savings,
supplier discounts, travel costs and compensation adjustments.

Longer term, the Company intends to accomplish the following objectives:

Grow Through Strategic and Accretive Acquisitions. The Company intends to capitalize on opportunities to grow the
€Company's fleet of drilling units through acquisitions of offshore drilling units from Seadrill, either by the Company
or by OPCO, and acquisitions of offshore drilling units from third parties.

Pursue Long-term Contracts and Maintain Stable Cash Flow. The Company seeks to maintain stable cash flows by
eontinuing to pursue long-term contracts. The Company's focus on long-term contracts improves the stability and
predictability of the
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Company's operating cash flows, which the Company believes will enable the Company to access equity and debt
capital markets on attractive terms and, therefore, facilitate the Company's growth strategy.

Provide Excellent Customer Service and Continue to Prioritize Safety as a Key Element of The Company's
Operations. The Company believes that Seadrill has developed a reputation as a preferred offshore drilling contractor
and that the Company can capitalize on this reputation by continuing to provide excellent customer service. The
Company seeks to deliver exceptional performance to the Company's customers by consistently meeting or exceeding
their expectations for operational performance, including by maintaining high safety standards and minimizing
downtime.

Maintain a Modern and Reliable Fleet. The Company has one of the youngest and most technologically
advanced fleets in the industry, and plans to maintain a modern and reliable fleet.

The Company can provide no assurance, however, that the Company will be able to implement its business strategies
described above, particularly in the current challenging low oil price market environment.

For further discussion of the risks that the Company faces, please read “Item 3—Key Information—Risk Factors”.

Offshore Drilling Industry

The offshore drilling industry provides drilling, workover and well construction services to oil and gas exploration and
production, or E&P, companies using jack-up rigs, tender rigs, semi-submersible rigs, drillships and other types of
drilling units. Although terminology can differ across the industry, the depths at which offshore drilling units operate
can be generally divided into four categories: ultra-deepwater, deepwater, midwater and shallow water. The Company
generally considers ultra-deepwater to be depths of between 7,500 feet and 12,000 feet. The Company considers
deepwater to cover depths between 4,500 and 7,500 feet, midwater to cover depths between 500 and 4,500 feet and
shallow water to cover depths less than 500 feet.

E&P companies generally contract with drilling companies through agreements that set forth the contractual rate to be
received each day, which is referred to as the dayrate. These rates generally cover chartering and operational services
associated with the drilling unit and vary based on the type of rig contracted, the geographic location of the well, the
duration of the work, the amount and type of service provided, market conditions and other variables. Contracts are
entered into through various procedures including private and public tenders, market inquiries and requests for
proposals. A dayrate drilling contract generally covers either the drilling of a single well or group of wells or has a
stated term. Contracts may also grant the customer renewal options at either a fixed dayrate or at a rate to be
determined based on market conditions at the time of exercise of the renewal option.

The dayrates that E&P companies are willing to pay also depend on the supply of and demand for offshore rigs as well
as the outlook for investment in the exploration and development of oil and gas reservoirs, which in turn is affected by
forecasts of oil and gas prices, the availability of acreage for exploration and the cash flow of E&P companies. These
related matters are, in turn, affected by various political and economic factors, such as global production levels,
government policies, political stability in oil producing countries, particularly in OPEC nations, and prices of
alternative energy sources, among others.

Types of Offshore Drilling Units

Offshore drilling units are generally divided into four main categories of rigs:

Jack-Up Rig Jack-up rigs are mobile, self-elevating drilling platforms equipped with legs that are lowered to the ocean
floor. A jack-up rig is either towed to the drill site with its hull riding in the sea as a vessel, or transported on the back
of a heavy lift vessel, with its legs raised. At the drill site, the legs are lowered until they penetrate the sea bed and the
hull is elevated until it is above the surface of the water. After completion of the drilling operations, the hull is
lowered, the legs are raised and the rig can be relocated to another drill site. Jack-ups generally operate with crews of
40 to 60 people.

Tender Rig Self-erecting tender rigs conduct production drilling from fixed or floating platforms. During drilling
operations, the tender rig is moored next to the platform. The modularized drilling package, stored on the deck during
transit, is lifted prior to commencement of operations onto the platform by the rig's integral crane. To support the
operations, the tender rig contains living quarters, helicopter deck, storage for drilling supplies, power machinery for

74



Edgar Filing: Seadrill Partners LLC - Form 20-F

running the drilling equipment and well completion equipment. There are two types of self-erecting tender rigs, barge
type and semi-submersible (semi-tender) type. Tender barges and semi-tenders are equipped with similar equipment
but the semi-tender's semi-submersible hull structure allows the unit to operate in rougher weather conditions.
Self-erecting tender rigs allow for drilling operations to be performed from platforms without the need for
permanently installed drilling packages. Self-erecting tender rigs generally operate with crews of 60 to 85 people.
Semi-Submersible Rig Semi-submersible drilling rigs (which include cylindrical designed units) consist of an upper
working and living quarters deck connected to a lower hull, such as columns and pontoons. Such rigs operate in a
"semi-submerged" floating position, in which the lower hull is below the waterline and the upper deck protrudes
above the surface. The rig is situated over a wellhead location and remains stable for drilling in the semi-submerged
floating position, due in part to its wave transparency characteristics at the water line.

There are two types of semi-submersible rigs, moored and dynamically positioned. Moored semi-submersible rigs are
positioned over the wellhead location with anchors, while the dynamically positioned semi-submersible rigs are
positioned over the wellhead location by a computer-controlled thruster system. Depending on country of operation,
semi-submersible rigs generally operate with crews of 65 to 100 people.
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Drillship Drillships are self-propelled ships equipped for drilling in deep waters, and are positioned over the well
through a computer-controlled thruster system similar to that used on dynamically positioned semi-submersible rigs.
Drillships are suitable for drilling in remote locations because of their mobility and large load-carrying capacity.
Depending on country of operation, drillships operate with crews of 65 to 100 people.

Market Overview

We provide operations in oil and gas exploration and development in regions throughout the world and our customers
include integrated oil and gas companies, state-owned national oil companies and independent oil and gas companies.
Due to a significant decline in oil prices many of our customers are focused on conserving cash and have reduced
capital expenditures for exploration and development projects. As a result, the offshore drilling market is encountering
a significant reduction in demand.

The Global Fleet of Drilling Units

Seadrill Partners currently operates drillships, semi-submersible rigs, and tender rigs. The existing worldwide fleet of
these units as of March 31, 2016 totals 343 units including 121 drillships, 185 semi-submersible rigs, and 37 tender
rigs. In addition, there are 46 drillships, 23 semi-submersible rigs and 8 tender rigs under construction. The water
depth capacities for the various drilling rig types depend on rig specifications, capabilities and equipment outfitting.
Semi-submersible rigs and drillships can work in water depths up to 12,000ft and tender rigs work in water depths up
to 410ft for tender barges and up to 6,000ft for semi-tenders. All offshore rigs are capable of working in benign
environment but there are certain additional requirements for rigs to operate in harsh environments due to extreme
marine and climatic conditions. The number of units outfitted for such operations are limited and the present number
of rigs capable of operating in harsh environments total 153 units.

Semi-submersible rigs and drillships

The worldwide fleet of semi-submersible rigs and drillships currently totals 306 units. Of the total delivered fleet, 165
units are capable of operations in ultra-deepwater, 51 classed for deepwater operations up to 7500 feet and the
remainder for operations 4500 feet and below. Overall, the average global fleet is 17 years old. The average age of
ultra-deepwater units is 7 years, 27 years for units classed for deepwater operations and 31 years for units classed for
operations below 4500 feet.

Included in the global floater fleet are units classed for operations in harsh environments. The global harsh
environment floater fleet is comprised of 78 units and is 20 years old on average.

Oil companies continue to prefer newer and more capable equipment, demonstrated by the utilization rates of different
asset classes. Ultra-deepwater units are currently experiencing 65% capacity utilization versus 41% for deepwater and
46% for mid water floaters. Utilization for harsh environment floaters is 54%. Older units are believed to be at a
competitive disadvantage due to the customer preferences and the availability of more modern and efficient
equipment.

Based on the level of current activity and the aging floater fleet, accelerated stacking and scrapping activity is
expected to continue. A total of 49 floaters have been been scrapped since the end of 2013, equivalent to 14% of the
total fleet, and currently there are 55 cold stacked units that are 15 years old or older, which are prime scrapping
candidates. In the next 18 months 37 units that are 15 years old or older will be coming off contact with no follow on
work identified which represents additional scrapping candidates. A key rational for scrapping is the 15 year classing
expenditures that can cost upwards of $100 million. Many rig owners will choose to retire the unit rather than incur
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this cost without a visible recovery in demand on the horizon.

Currently the orderbook stands at approximately 69 units, comprised of 46 drillships and 23 semis. 26 are scheduled
for delivery in 2016, 18 in 2017 and 25 in 2018 and beyond. Due to the subdued level of contracting activity it is
likely that a significant number of newbuild orders will be delayed or cancelled until an improved market justifies
taking delivery.

Tender rigs

The worldwide fleet of tender rigs currently totals 37 units, of which 22 are contracted representing 59% capacity
utilization. Overall, the global fleet is 14 years old on average. Currently the orderbook stands at approximately 8
units. 5 are scheduled for delivery in 2016, and 3 in 2017.

Activity in the tender rig market is focused primarily in South-east Asia and West Africa. Tendering activity is
typically more stable in this market due to these types of units being employed on development projects, however
capacity utilization and dayrates have remained under pressure, similar to the worldwide floater market.

The above overview of the various offshore drilling sectors is based on previous market developments and current

market conditions. Future markets conditions and developments cannot be predicted and may well differ from our
current expectations.
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The following table provides additional information about OPCO’s fleet as of March 31, 2016:

Water Dirilling

Rig Name Seadrill Partners Yefar Depth Depth Location Customer
Ownership Interest Built
(feet) (feet)
Semi-submersible
West Aquarius ~ 58% 2009 10,000 35,000 Canada ExxonMobil/Hibernia
Management (1)

West Capricorn  51% 2011 10,000 35,000 U>A (Gulf BP

of Mexico)
West Leo 58% 2012 10,000 35,000 Ghana Tullow
West Sirius 51% 2008 10,000 35,000 USA (C.}ulf BP

of Mexico)
Drillship
West Capella (2) 33% 2008 10,000 35,000 Nigeria ExxonMobil
West Polaris 58% 2008 10,000 35,000 Angola ExxonMobil

) USA (Gulf

West Auriga 51% 2013 12,000 40,000 ; BP

of Mexico)
West Vela 51% 2013 12,000 40,000 U>A (Gulf BP

of Mexico)
Tender Rig
West Vencedor 58% 2010 6,500 30,000 Myanmar Petronas
T-15 100% 2013 6,500 30,000 Thailand Chevron
T-16 100% 2013 6,500 30,000 Thailand Chevron

For each country where the West Aquarius operates under its drilling contract, a specific local contract and

corresponding dayrate is agreed between the local ExxonMobil operating company and the local Seadrill
(1)subsidiary. In addition, the drilling contract permits ExxonMobil to assign the contract to third parties in certain

circumstances. The West Aquarius drilling contract was assigned to Hibernia Management and Development Co.

Ltd as of March 31, 2016.

The Company owns 58% of Seadrill Operating LP, which controls and owns 56% of the entity that owns the West
(2)Capella. Pursuant to Nigerian law, a Nigerian partner owns an effective 1% interest in the West Capella. Seadrill

owns the remaining ownership interest in the entity that owns the West Capella.
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Customers

Offshore exploration and production is a capital intensive, high-risk industry. Operating and pursuing opportunities in
deepwater basins significantly increases the amount of capital required to effectively conduct such operations. As a
result, a significant number of operators in this segment of the offshore exploration and production industry are either
national oil companies, major oil and gas companies or well-capitalized large independent oil and gas companies. The
Company’s largest current customers are BP, ExxonMobil, Tullow and Chevron. For the year ended December 31,
2015 BP accounted for 44.8%, ExxonMobil(*) accounted for 32.1%, Tullow accounted for 13.5%, and Chevron
accounted for 8.5%, of the Company’s total revenues, respectively. (* During 2015 and 2014 the ExxonMobil drilling
contract for the West Aquarius was assigned to Hibernia Management and Development Co. Ltd.).

The following table represents the break-down of contract and reimbursable revenues by customer (excluding related
party and other revenues) and geography for the years ended December 31, 2015, 2014 and 2013:
2015 2014 2013
Customer Country Rig Name ($ in milli6aas)  ($ in milli6as)  ($ in milli6as)
ExxonMobil ~ Nigeria West Capella $236.7 14.3% $228.5 17.0% $207.5 19.6%
ExxonMobil (1) Canada West Aquarius 190.9 11.5% 126.1 94 % 153.5 14.5%

ExxonMobil  Angola West Polaris  131.6 8.0 % — — % — — %
BP USA West Capricorn 209.7 12.7% 176.3 13.1% 183.5 17.3%
Chevron Angola West Vencedor 47.8 29 % 924 6.9 % 879 8.3 %
Petronas Myanmar West Vencedor 5.6 0.3 % — — % — — %
BP USA West Sirius 57.2 35 % 179.8 13.4% 186.9 17.7%
Tullow Ghana  West Leo 234.7 14.2% 233.5 17.4% 198.6 18.8%
Chevron Thailand T-15 49.4 3.0 % 544 4.1 % 245 23 %
Chevron Thailand T-16 50.4 3.0 % 51.2 3.8 % 16.1 1.5 %
BP USA West Auriga  219.8 13.3% 167.5 12.5% — — %
BP USA West Vela 219.7 13.3% 32.9 25 % — — %
Total $1,653.5 100 % $1,342.6 100 % $1,058.5 100 %

For each country where the West Aquarius operates under its drilling contract, a specific local contract and
corresponding dayrate is agreed between the local ExxonMobil operating company and the local Seadrill
(1)subsidiary. In addition, the drilling contract permits ExxonMobil to assign the contract to third parties in certain
circumstances. The ExxonMobil drilling contract for the West Aquarius was assigned to Hibernia Management and
Development Co. Ltd during 2015, 2014 and part of 2013 and to Statoil Canada Ltd. during part of 2013.

Contract Backlog

The Company’s drilling units are contracted to customers for an average remaining term of 2.4 years as of March 31,
2016. Backlog is calculated as the full operating dayrate multiplied by the number of days remaining on the contract,
assuming full utilization. Backlog excludes revenues for mobilization and demobilization, contract preparation, and
customer reimbursables. Backlog also includes, in the case of contracts for which we have received a notice of
termination, an amount equal to the termination fee per day multiplied by the number of days for which the
termination fee is payable under the terms of the contract. The actual amounts of revenues earned and the actual
periods during which revenues are earned may differ from the backlog amounts and periods shown in the table below
due to various factors, including shipyard and maintenance projects, downtime and other factors. Downtime, caused
by unscheduled repairs, maintenance, weather and other operating factors, may result in lower applicable dayrates
than the full contractual operating dayrate.

In addition, the Company’s contracts provide for termination at the election of the customer with an “early termination
payment” to be paid to the Company if a contract is terminated prior to the expiration of the fixed term. However,
under certain limited circumstances, such as destruction of a drilling unit, the Company’s bankruptcy, sustained
unacceptable performance by the Company or delivery of a rig beyond certain grace and/or liquidated damages
periods, no early termination payment would be paid. Accordingly, if one of these events were to occur, the actual
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amount of revenues earned may be substantially lower than the backlog reported.
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The Company’s contract backlog as of March 31, 2016 totals $4.1 billion and is as follows:

‘ Contracted Contract Contractual Contr‘act .

Rig Location Customer Backlog(1) Dayrate Contract Termination
(US $ milliongUS $) Commencement Date

West Canada ~ CXxonMobil/Hibernia $ 237 $615000 (2)Oct 2015 Apr 2017
Aquarius Management
West USA BP $ 635 $526,000 (3)Apr 2015 Jul 2019
Capricorn
West Leo Ghana Tullow $ 497 $ 605,000 (4)Jun 2013 Jul 2018
West Sirius  USA BP $ 143 $297,000 (5)May 2015 Jul 2017
West Capella Nigeria ~ ExxonMobil $ 232 $627,500  Apr2014 Apr 2017
West Polaris Angola ExxonMobil $ 315 $450,000 (6)Mar 2013 Mar 2018
West Auriga  USA BP $ 924 $562,000 (7)Oct 2013 Oct 2020
West Vela ~ USA BP $ 886 $525,000 (8)Nov 2013 Nov 2020
West Myanmar Petronas $ 10 $ 100,000 Dec 2015 Jul 2016
Vencedor
T-15 Thailand Chevron $ 131 $ 110,000 Jul 2013 Jul 2019
T-16 Thailand  Chevron $ 134 $110,000  Aug2013 Aug 2019

(1)Expressed in millions. Based on executed drilling contracts.
(2)Dayrate includes a mobilization fee of $30 million that is being amortized over the contract period. The West
Aquarius drilling contract was assigned to Hibernia Management and Development Co. Ltd.
(3)BP has an option to extend the expiration date of the contract for up to two years from July 2019.
The base dayrate is $590,000 for operations in Ghana and will be adjusted for operations in Cote d’Ivoire and
Guinea. The dayrate shown above for Ghana includes a performance bonus based on achievement of 95%
utilization. A mobilization fee of $18 million is being amortized into income over the period of the term of this
contract.
The signed drilling contract was terminated early by BP and ended in April 2015. The backlog of $143 million
consists of $297,000 per day from April 2016 until July 2017, to be received by the Company in accordance with
the termination provisions in the West Sirius contract. The average remaining contract term of 2.4 years as of
March 31, 2016 for the fleet does not include this period for the West Sirius.
Under the terms of the acquisition agreement for the West Polaris, Seadrill Polaris has agreed to pay Seadrill (a)
any dayrate received in excess of $450,000 per day, adjusted for daily utilization, through the remaining term,
without extension, of the ExxonMobil contract and (b) after the expiration of the term of the existing contract until
March 2025, 50% of any such excess dayrate, adjusted for daily utilization.
(7) A mobilization fee payable daily over the term of the contract of $37.5 million is being amortized into income over
the period of the term of this contract.
A mobilization fee payable daily over the term of the contract of $37.5 million is being amortized into income over
(8)the period of the term of this contract. This amount is payable to Seadrill for the remainder of the contract under
the terms of the West Vela acquisition agreement.

“)

(&)

(6)

Drilling Contracts

The Company provides drilling services on a “dayrate” contract basis. The Company does not provide “turnkey” or other
risk-based drilling services to the customer. Under dayrate contracts, the drilling contractor provides a drilling unit

and rig crews and charges the customer a fixed amount per day regardless of the number of days needed to drill the

well. The customer bears substantially all of the ancillary costs of constructing the well and supporting drilling
operations, as well as the economic risk relative to the success of the well. In addition, dayrate contracts usually

provide for a lump sum amount or dayrate for mobilizing the rig to the initial operating location, which is usually
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lower than the contractual dayrate for uptime services, and a reduced dayrate when drilling operations are interrupted
or restricted by equipment breakdowns, adverse weather conditions or other conditions beyond the contractor’s control.
A dayrate drilling contract generally covers either the drilling of a single well or a number of wells or has a stated
term regardless of the number of wells. These contracts may generally be terminated by the customer in the event the
drilling unit is destroyed or lost or if drilling operations are suspended for an extended period of time as a result of a
breakdown of equipment, “force majeure” events beyond the control of either party or upon the occurrence of other
specified conditions. In some instances, the dayrate contract term may be extended by the customer exercising options
for the drilling of additional wells or for an additional length of time at fixed or mutually agreed terms, including
dayrates.

The Company’s drilling contracts are the result of negotiations with its customers. The Company’s existing drilling
contracts generally contain, among other things, the following commercial terms: (i) contract duration extending over
a specific period of time; (ii) term extension options in favor of its customer, generally upon advance notice to the
Company, at mutually agreed, indexed or fixed rates; (iii) provisions permitting early termination of the contract if the
drilling unit is lost or destroyed, if operations are suspended for an extended period of time due to breakdown of major
rig equipment or “force majeure” events beyond the Company’s control and the control of the customer; (iv) provisions
allowing early termination of the contract by the customer without cause with a specified early termination fee in the
form of a reduced rate for a specified period of time; (v) payment of compensation to the Company (generally in

U.S. Dollars although some contracts require a portion of the compensation to be paid in local currency) on a dayrate
basis (lower rates or no compensation generally apply during periods of equipment breakdown and repair or in the
event operations are suspended or interrupted by other specified conditions, some of which may be beyond the
Company’s control); (vi) payment by the Company of the operating expenses of the drilling unit, including crew labor
and incidental rig supply costs; (vii) provisions entitling the Company to adjustments of dayrates (or revenue
escalation payments) in accordance with published indices or otherwise; (viii) provisions requiring the Company or
Seadrill to provide a performance guarantee; (ix) indemnity provisions between the Company and its customers in
respect of third-party claims and risk allocations between the Company and its customers relating to damages,
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claims or losses to the Company, its customers, or third parties; and (x) provisions permitting the assignment to a third

party with the Company’s prior consent, such consent not to be unreasonably withheld. The Company’s indemnification

may not cover all damages, claims or losses to the Company or third parties, and the indemnifying party may not have
sufficient resources to cover its indemnification obligations.

See also Item 3 “Key Information—Risk Factors—Risks Inherent in The Company's Business—the Company’s customers may
be unable or unwilling to indemnify the Company.” In addition, the Company’s drilling contracts typically provide for
situations where the drilling unit would operate at reduced operating dayrates. See Item 5 “Operating and Financial

Review and Prospects—Important Financial and Operational Terms and Concepts—Economic Utilization.”

Joint Venture, Agency and Sponsorship Relationships

In some areas of the world, local customs and practice or governmental requirements necessitate the formation of joint
ventures with local participation. Local laws or customs in some areas of the world also effectively mandate
establishment of a relationship with a local agent or sponsor. When appropriate in these areas, the Company will enter
into agency or sponsorship agreements. For more information regarding the regulations in the countries in which the
Company currently are contracted to operate, please see “—Environmental and Other Regulations in the Offshore
Drilling Industry.”

Nigerian investors have invested in a subsidiary of Seadrill Operating LP. The entity is fully controlled and
approximately 56% owned by Seadrill Operating LP, resulting in the Nigerian joint venture partner