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PART I

Item 1. Business.
General

Diamond Offshore Drilling, Inc., incorporated in Delaware in 1989, provides contractdrilling services to the
energy industry around the globe with a fleet of 13 offshore drilling rigs, consisting of four drillships and nine
semisubmersible rigs, including two cold-stacked semisubmersible rigs. Our current fleet excludestwo previously
impaired rigs, which we expect to sellin the first half of 2021. See “— Our Fleet — Fleet Status”and “— Our Fleet —
Fleet Enhancements.”

Unless the contextotherwise requires, references in this report to “Diamond Offshore,” “we,” “us” or “our”
mean Diamond Offshore Drilling, Inc.and our consolidated subsidiaries.

Reorganization and Chapter 11 Proceedings

As previously disclosed, on April 26, 2020 (or the Petition Date), Diamond Offshore Drilling, Inc. (or the
Company) andcertain of its direct and indirect subsidiaries (which we refer to, together with the Company, as the
Debtors) commenced voluntary cases (or the Chapter 11 Cases) for relief under chapter 11 (or Chapter 11) of title 11
of the United States Code (or the Bankruptcy Code) in the United States Bankruptcy Court forthe Southern District
of Texas (orthe Bankruptcy Court). The Chapter 11 Casesarebeingjointly administered under the caption Inre
Diamond Offshore Drilling, Inc., etal., Case No.20-32307 (DRJ).

Since the commencement of the Chapter 11 Cases, the Debtors have continuedto operate our business as a
“debtor-in-possession” under the jurisdiction of the Bankruptcy Court and in accordance with the applicable
provisions of the Bankruptcy Code and orders of the Bankruptcy Court. The Chapter 11 Cases constitutedan event
of default thataccelerated our obligations under the following debtinstruments (or the Debt Instruments):

o theIndenture (orthe Base Indenture), datedas of February 4, 1997, betweenthe Company and The Bank of
New York Mellon Trust Company, N.A. (successor to The Bank of New York Mellon which was
previously known as The Bank of New York) (as successor under the Base Indenture to The Chase
Manbhattan Bank), as trustee (the “Trustee”), as supplemented and amended by the Eighth Supplemental
Indenture (the “Eighth Supplemental Indenture”), datedas of November5,2013, between the Company
and the Trustee, governingthe $250 million aggregate principalamount of outstanding 3.45% Senior Notes
due 2023;

o the Base Indenture, assupplementedandamended by theNinth Supplemental Indenture, dated as of
August 15,2017, betweenthe Company and the Trustee, governing the $500 million aggregate principal
amount of outstanding 7.8 75% Senior Notes due 2025;

o theBase Indenture, assupplementedand amended by the Seventh Supplemental Indenture, dated as of
October8,2009, betweenthe Company andthe Trustee, governingthe $500 million aggregate principal
amount of outstanding 5.70% Senior Notes due2039;

o the Base Indenture, assupplementedandamended by the Eighth Supplemental Indenture, governing the
$750 million aggregate principalamountof outstanding 4.875% Senior Notes due 2043; and

o thesenior5-YearRevolving Credit Agreement, datedas of October 2,2018,among Wells Fargo Bank,
National Association, as administrative agent, an issuing lenderandswingline lender, the lenders party
thereto andtheother parties thereto (or the Revolving Credit Agreement), under which an aggregate of
approximately $442 million in principalis outstanding.

The Debt Instruments providethat, asa result of thecommencement ofthe Chapter 11 Cases, the principal and
accrued interest due thereunder shallbe immediately due and payable. However, any efforts to enforce such
paymentobligations under the Debt Instruments are automatically stayedasaresult of the commencement of the
Chapter 11 Cases, and thecreditors’ rights of enforcement in respectof the Debt Instruments are subject to the
applicable provisions of the Bankruptcy Code.



OnJanuary 22,2021, the Debtors entered into the Plan Support Agreement (or PSA), among the Debtors,
certain holders party thereto (or, collectively, the Consenting Noteholders) ofthe Company’s 3.45% Senior Notes
due 2023, 7.875% Senior Notes due 2025, 5.70% Senior Notes due 2039 and 4.875% Senior Notes due 2043
(collectively, the Senior Notes) and certain holders of claims (or collectively, the RCF Claims) under the Company’s
$950 million Revolving Credit Agreement, (or collectively, together with the Consenting Noteholders,
the Consenting Stakeholders). Concurrently, the Debtors entered into the Backstop Agreement (as defined in the
PSA) with certain holders of Senior Notes and also entered intothe Commitment Letter (as defined below) with
certain holders of RCF Claims to provide exit financing uponemergence from bankruptcy.

The PSA requires the Consenting Stakeholders to support the proposed financial restructuring of the Debtors
consistentwith the terms and conditions set forth in the Chapter 11 plan of reorganization attachedasan exhibit to
the PSA (or the Plan), the Backstop Agreement attached as anexhibit to the PSA, and the commitment letter for a
revolving credit facility uponemergence from bankruptcy attachedas an exhibit to the PSA (or the Commitment
Letter), in each case, subjectto andon theterms and conditions set forthin the PSA and the exhibits attached
thereto. The Debtors have agreed to seek approval of the Plan and complete their restructuring efforts subjectto the
terms, conditions, and milestones contained in the PSA and otherwise comply with thetermsandrequirements set
forth inthe PSA. The PSAalso provides fortermination by the parties uponthe occurrence of certain events.

Through the Restructuring contemplated in the PSAand the Plan, the Debtors expect to emerge from the
Chapter 11 Cases with a capital structure that we expect will position the Debtors for future success in the offshore
drilling industry.

As of the date of this report, the Debtors have not emerged from bankruptcy.

The Plan, the Backstop Agreement and the Commitment Letter remain subject to approval by the Bankruptcy
Court. Accordingly, no assurance canbe given that the Restructuring and the Plan will be consummated.

OnJanuary 22,2021, the Debtors filed the Plananda related disclosure statement (or the Disclosure Statement)
with the Bankruptcy Court. On January 23, 2021, the Debtors also filed a motion seeking Bankruptcy Court
approval of the Debtors’ Disclosure Statement prepared in connection with soliciting votes toacceptthe Planand a
separate motion seeking authority to enter into the Backstop Agreementand the Commitment Letter and approval of
the procedures to conduct the rights offering. Ahearingon such motions is currently scheduled for February 26,
2021 at9:30 a.m. (Central Time) before the Bankruptcy Court.

See “Risk Factors — Risks Related to Our Chapter 11 Cases ” in Item 1A of this report, “Management’s
Discussion and Analysis of Financial Conditionand Results of Operations — Liquidityand Capital Resources ” in
Item 7 of this report, Note 2 “Chapter 11 Proceedings — Chapter 11 Cases” and Note 18 “Subsequent Event” to our
Consolidated Financial Statements included in I1tem 8 of this report.

Going Concern and Financial Reportingin Reorganization

The risks and uncertainties surrounding the Chapter 11 Cases, the defaults under our Debt Instruments, and the
weak industry conditions impacting our business raise substantialdoubtastoourability to continue as a going
concern. Accordingly, the audit report issued by our independent registered public accounting firm contains an
explanatory paragraph expressing substantial doubt about our ability to continue as a going concern. The
accompanying Consolidating Financial Statements have been prepared in accordancewith accounting principles
generally accepted in the United States of America, which contemplate our continuationas a going concern. For
additional information concerning our bankruptcy proceedings under Chapter 11, see Note 2 “Chapter 11
Proceedings” and Note 18 “Subsequent Event” to our Consolidated Financial Statements included in Item 8 of this
report and “Risk Factors — Risks Related to Our Chapter 11 Cases " in Item 1A ofthis report.

Delisting of Common Stock from the New York Stock Exchange

Our commonstock traded on the New York Stock Exchange, or NYSE, under the symbol “DO” until April 27,
2020, at which time it was removed from trading on the NYSE due to our voluntary filing of the Chapter 11



Cases. Our common stock subsequently commencedtradingon the OTC Pink Open Market under the trading
symbol “DOFSQ”. See “Risk Factors — Risks Related to Our Chapter 11 Cases — The NYSE has delisted our
common stock. Trading in our securities during the pendency of the Chapter 11 Casesis highly speculative and
poses substantial risks”in Item 1A of thisreport.

Our Fleet

Our fleet enables usto offer services in the floater market on a worldwide basis. Afloaterrigis a type of mobike
offshore drilling rig that floats and does not rest on the seafloor. This assetclass includes self-propelled drillships
and semisubmersible rigs.

Semisubmersible rigs are comprised ofanupperworkingand living deck resting on vertical columns connected
to lower hull members. Suchrigs operate in a “semi-submerged” position, remaining a float, offbottom, in a position
in which the lower hullis approximately 55 feetto 90 feet below the water line and the upper deck protrudes well
above thesurface. Semisubmersibles hold position while drillingby use of a seriesof small propulsion units or
thrusters that provide dynamic positioning, or DP, to keep the rigon location, or with anchors tethered to the sea
bed. Although DP semisubmersibles are self-propelled, such rigs may be moved longdistances with thea ssistance
of tugboats. Non-DP, or moored, semisubmersibles require tugboats orthe use of a heavy lift vessel to move
between locations.

A drillship is an adaptation of a maritime vessel that is designed and constructedto carry outdrillingoperations
by means ofa substructure with a moon pool centrally located in the hull. Drillships are typically self-propelled and
are positioned overa drill site through theuse of a DP system similar to those used on semisubmersible rigs.

Fleet Status

The followingtable presents additional information regarding our floater fleet at February 1,2021:

Rated Water

Depth Year Built/ Current

Rig Typeand Name (in feet)® Attributes Redelivered ® Location © Customer ©@
DRILLSHIPS (4):

Ocean BlackLion 12,000 DP; 7R;15K 2015 GOM BP

Ocean BlackRhino 12,000 DP;7R;15K 2014 Canary Mobilizing/Shipyard/Contract

Islands/Senegal Preparation/WWoodside

Ocean BlackHornet 12,000 DP;7R;15K 2014 GOM BP

Ocean BlackHawk 12,000 DP; 7R;15K 2014 GOM Occidental
SEMISUBMERSIBLES

9):

Ocean GreatWhite 10,000 DP;6R;15K 2016 CanarylIslands Cold-Stacked

Ocean Valor 10,000 DP;6R; 15K 2009 Brazil Warm-Stacked

Ocean Courage 10,000 DP;6R; 15K 2009 Brazil Contract

Preparation/Petrobras

Ocean Monarch 10,000 15K 2008 Myanmar Posco

Ocean Endeavor 10,000 15K 2007 North Sea/U.K. Shell

Ocean Apex 6,000 15K 2014 Australia Actively

Marketing/Woodside

Ocean Onyx 6,000 15K 2013 Australia ContractPreparation/Beach

Ocean Valiant 5500 15K 1988 North Sea/U.K. Cold-Stacked

Ocean Patriot 3,000 15K 1983 North Sea/U.K. Apache

Attributes
DP = Dynamically Positioned/Self-Propelled 7R = 2 Sevenram blow out preventers
6R = Six ram blow out preventer 15K = 15,000 psi well control system




@  Ratedwaterdepthfordrillships and semisubmersibles reflects the maximum water depth in which a floating rig
hasbeen designed for drilling operations. However, individual rigs are capable of drilling, or have drilled, in
marginally greater water depths depending on various conditions (including, butnot limitedto, salinity of the
ocean, weatherand sea conditions).

®  Represents year rig was built and originally placed in service or year rig was redelivered with significant
enhancements that enabled therigto be classified within a differentfloater category than originally constructed.

©  GOM means U.S. Gulf of Mexico.

@ Forease of presentation in this table, customer names have beenshortened orabbreviated. Warm-stacked is
used to describe arigthatis idled (not contracted) and maintained in a “ready” state with a fullcrewto enable
the rig to be quickly placed intoservice when contracted. Cold-stacked is used to describeanidled rig for which
steps have been taken to preserve therigand reduce certain costs, suchas crew costs and maintenance expenses.
Dependingon the amount of timethata rigis cold-stacked, significant expenditures may be requiredto return
the rig to a “ready” state. Contract preparation is used to describeactivitiesundertakenby a rig thatis being
madeready fora future contract and may include customer-requested modifications to the rig.

Markets
The principal markets for our offshore contractdrilling services are:
o the Gulf of Mexico, includingthe United States, or U.S.,and Mexico;
e Canady;
e South America, principally offshore Brazil, and Trinidad and Tobago;
e Australia and Southeast Asia, including Malaysia, Myanmar and Vietnam;
e Europe, principally offshorethe U.K;
e Eastand West Africa; and
e the Mediterranean.

We actively market our rigs worldwide. From time to time, our fleet operates in various other markets
throughout the world. See Note 17 “Segments and Geographic Area Analysis” to our Consolidated Financial
Statements in Item 8 of this report.

Offshore Contract Drilling Services

Our contracts to provide offshore drilling services vary in their termsand provisions. We typically obtain our
contracts through a competitive bid process, although it is not unusual for us to be awarded drilling contracts
following direct negotiations. Our drilling contracts generally provide for a basic dayrateregardless of whether or
not drilling results in a productive well. Drilling contracts generally also provide for reductions in rates during
periods when the rig is being moved or when drilling operations are interrupted or restricted by equipment
breakdowns, adverse weather conditions or other circumstances. Under dayratecontracts, we generally pay the
operatingexpenses of the rig, includingwages and the costof incidental supplies. Historically, dayrate contracts
have accounted for the majority of our revenues. In addition, from time totime, our dayrate contracts may also
provide fortheability to earn an incentive bonus from our customer based upon performance.

The durationof a dayratedrilling contract is generally tied to the timerequired to drilla single well or a group
of wells, in what we refer to as a well-to-well contract, or a fixed period of time, in what we referto as a term
contract. Ourdrilling contracts may be terminated by the customer in the event thedrilling unit is destroyed or lost,
or if drilling operations are suspended foran extended period oftime asa result ofa breakdown ofequipmentor, in
some cases, dueto events beyondthe control of either party to the contract. Certain of our contracts alsopermit the
customer to terminate the contract early by givingnotice; in mostcircumstances thisrequires the payment of an
early termination fee by the customer. The contractterm in many instances may also be extended by the customer
exercising options for the drilling of additional wells or for an additional length of time, generally subject to
mutually agreeable terms and rates at the time of theextension. In periods of decreasing demand foroffshore rigs,
drilling contractors may prefer longer term contracts to preserve dayrates at existing levelsandensure utilization,



while customers may prefer shorter contracts that allow them to more quickly obtain the benefit of declining
dayrates. Moreover, drilling contractors may accept lower dayrates in a declining market in orderto obtain longer -
term contracts and add backlog. See “Risk Factors — Risks Related to Our Business and Operations — We may not be
able to renewor replace expiring contracts for our rigs” and “Risk Factors — Risks Related to Our Business and
Operations— Our business involves numerous operating hazards that couldexpose us to significant losses and
significant damage claims. We are notfully insuredagainstall of these risks and our contractual indemnity
provisions may not fully protect us,” in Item 1A of this report. For a discussion of our contract backlog, see
“Management’s Discussionand Analysis of Financial Conditionand Results of Operations — Contract Drilling
Backlog” in Item 7 of this report.

Customers

We provide offshore drilling services to a customer base that includes major and independent oil and gas
companies and government-owned oil companies. During 2020, 2019and 2018, we performedservices for 10, 12
and 13 different customers, respectively. During 2020, 2019and 2018, ourmost significant customers were as
follows:

Percentage of Annual Consolidated

Revenues
Customer 2020 2019 2018
Petr6leo Brasileiro S.A. 21.2% 19.5% 15.8%
BP 20.5% 3.1% 10.5%
Occidental (formerly Anadarko) 20.1% 20.6% 33.8%
Hess Corporation 10.7% 28.9% 25.0%
Shell 10.2% 5.2% 1.0%

No other customer accounted for 10% or more of our annual total consolidated revenues during 2020, 2019 or
2018. See “Risk Factors — Risks Related to Our Business and Operations— Our industry is highly competitive, with
an oversupply ofdrilling rigs and intense price competition” and “Risk Factors — Risks Related to Our Business
and Operations— Our customer base is concentrated ”in Item 1A ofthisreport.

As of January 1,2021, our contractbacklogwas an aggregate $1.2 billion attributable to nine customers,
comparedto $1.6 billion asof January 1, 2020 attributable to ten customers. For the two-year period 2021 to 2022,
$0.5 billion (or 52%) of our current contracted backlog s attributable to future operations with two customers. For
the years 2023t0 2024, $0.3billion (or 100%) of our current contracted backlog is attributable to future operations
with a single customer. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations— Contract Drilling Backlog” in Item 7 of this report. See “Risk Factors — Risks Related to Our Business
and Operations— We can provideno assurance thatour drilling contracts will not be terminatedearly or that our
current backlog of contractdrilling revenue ultimately will be realized” in Item 1 A of this report.

Competition

Based onindustry data, as of the date of this report, there are approximately 730 mobile drillingrigs (drillships,
semisubmersibles and jack-up rigs) in service worldwide, including approximately 210 floater rigs. Despite
consolidationin previousyears, the offshore contract drilling industry remains highly competitive with numerous
industry participants, none of whichatthe present timehas a dominantmarket share. Some of our competitors may
have greater financial or other resources than we do.

Drilling contracts are traditionally awarded on a competitive bid basis. Price is typically theprimary factor in
determining which qualified contractor isawardeda job. Customers may also consider rigavailability and location,
a drilling contractor’s operational and safety performancerecord, and conditionand suitability of equipment. We
believe we compete favorably with respectto these factors.

We compete on a worldwide basis, but competition may vary significantly by region atany particulartime. See
“Markets.” Competition for offshore rigs generally takes placeon a globalbasis, as these rigs are mobile and may
be moved, although ata costthat may be substantial, from one region to another. It is characteristic of the offshore
drilling industry to move rigs from areas of low utilizationand dayrates to areas of greateractivity and relatively
higher dayrates. The current oversupply of offshore drillingrigs also intensifies price competition. See “Risk Factors



—Risks Relatedto Our Business and Operations — Our industry is highly competitive, with anoversupply of drilling
rigsand intense price competition”in Item 1 A of this report.

Governmental Regulation and Environmental Matters

Our operations are subject to numerous international, foreign, U.S., state and locallawsand regulations that
relate directly orindirectly to our operations, including regulations controlling the discharge of materials into the
environment, requiring removaland clean-up under some circumstances, or otherwise relatingto the protection of
the environment, and may include laws or regulations pertaining to climate change, carbon emissions orenergy use .
See “Risk Factors— Regulatory and Legal Risks — We are subjectto extensive domestic and international laws and
regulations that could significantly limit our business activities and revenues and increase our costs,” “Risk Factors
— RegulatoryandLegal Risks— Regulation of greenhouse gases and climate change could have a negative impact
onour business” and “Risk Factors — Regulatory and Legal Risks — If we, or our customers, are unable to acquire
or renew permits and approvals required for drilling operations, we may be forced to delay, suspendor cease our
operations”in Item 1A of thisreport.

Human Capital
Employees

As of December 31, 2020, we managed a global workforce of approximately 1,900 persons including
international crew personnel, a portion of whom are furnished through independentlabor contractors. Aportion of
ourworkforceoutside ofthe U.S. is represented by collective bargaining agreements. Asof December 31, 2020,
over 75% of our global workforce had beenemployed by us for five years ormore, with anaverage tenure of 11.5
years.

Core Valuesand Culture
Our globalculture is shaped by our Values & Behaviors:

Take Ownership — Runto the challenge; deliver on what you promise.

Go Beyond— Solve tomorrow’s problems today; make it better than you found it.
Have Courage — Challenge conventional thinking; speak up, evenwhenit’s tough.
Exercise Care — Respect that every action has consequences; never cut corners.

Win Together— Learn from each other; share success; championa “Culture of We.”

These core values establish the foundation for our culture and represent the key expectations we have of our
employees. Ourcommitment to Health, Safety and the Environment (or HSE) applies throughoutour business. In
addition, we recognize the importance of identifying, assessing and promoting Environmental, Social and
Governance (or ESG) issues asa fundamental partof conducting business.

Alongwith ourcore values, we expect ouremployeesto act in accordance with our Code of Business Conduct
and Ethics, which we referto asour Codeof Conduct. Our Code of Conduct covers topics suchas legal compliance,
conflicts of interest, accuracy of financial reporting and disclosure, confidentiality, discriminationand harassment,
anti-corruption, safety and healthand reporting ethical violations. The Code of Conduct reflects our commitment to
operatingin a fair, honest, responsible and ethical mannerand also provides direction for reporting complaints in the
event of alleged violations of our policies (including through ananonymous hotline).

Talent Management Approach

We take a systemic approachto hiring, trainingand developing ouremployees. Thisincludes creating goals
aligned to company priorities and providingemployees periodic feedback in orderto assessand ad just individual
performance. We also employ a succession planning process that identifies suitable candidates, and their
development needs, for key positions in the company. The succession plan is generally reviewed annually.



We provide a comprehensivetraining program that ensures employees onour rig crews receive position -specific
training as an integral part of their career development. We utilize a competency verification program for
establishingandverifyingtheknowledge, skills and abilities needed by eachemployee to perform their assignedjob
function in a safe and environmentally sound manner.

Safety and Training

The safety of ouremployees and stakeholders is our highest priority. We pride ourselves on beingan innovative
leaderin the development and implementation of sophisticated and efficient job safety programs. We not only try to
work safely; we strive to achieve zero incident operations, or ZI O, through our comprehensive safety initiatives.
Achieving ZIO means operatingat peak performance and completingeachtask without harm to our people, the
environmentorourequipment.

Information About Our Executive Officers

We have included information on our executive officers in Part | of this reportin reliance on General Instruction
G(3) to Form 10-K. Ourexecutive officers are elected annually by our Board of Directors and serve at the discretion
of our Board of Directors until their successors are duly elected and qualified, or until their earlier death, resignation,
disqualificationor removal from office. Information with respect to our executive officers is set forth below.

Age as of

Name January 31, 2021 Position
Marc Edwards 60 President, Chief Executive Officer and Chairman of the Board
Ronald Woll 53 Executive Vice Presidentand Chief Operating Officer
David L. Roland 59 Senior Vice President, General Counsel and Secretary
Jon L.Richards 47 Senior Vice President — Worldwide Operations
Scott Kornblau 49 Senior Vice President and Chief Financial Officer
Dominic A. Savarino 50 Vice President and Chief Accounting & Tax Officer

Marc Edwards has served as our President, Chief Executive Officerand Chairman of the Board since May
2020, Mr. Edwards previously servedas our Presidentand Chief Executive Officerand asa Director since March
2014.

RonaldWoll has served as our Executive Vice Presidentand Chief Operating Officer since May 2020. Mr. Woll
previously hasservedas our Executive Vice Presidentand Chief Commercial Officer fromJanuary 1, 2019 until
April 2020 and as our Senior Vice Presidentand Chief Commercial Officer from June 2014 until December 2018.

David L. Roland has served as our Senior Vice President, General Counsel and Secretary since September 2014.

Jon L. Richards has served as our Senior Vice President — Worldwide Operations since April 2020. Mr.
Richards previously servedasour Vice President — Worldwide Operations since January 2014.

Scott Kornblau has served as our Senior Vice President and Chief Financial Officer since July 2018. Mr.
Kornblaupreviously servedas our Vice President, Acting Chief Financial Officer and Treasurer since December
2017, Vice President and Treasurer from January 2017 until December 2017 and Treasurer from July 2007 until
January 2017.

Dominic A. Savarinohas served asour Vice President and Chief Accounting & Tax Officersince May 2020.
Mr. Savarino previously served as our Vice Presidentand Chief Tax Officer since November2017. Priorto joining
Diamond Offshore, Mr. Savarinoservedas Vice President, Tax at Baker Hughes, Inc. from2016to 2017andheld a
variety of positions at McDermott International, Inc., including Vice President, Taxfrom 2015 t02016.



Access to Company Filings

We are subjectto the informational requirements of the Securities Exchange Act of 1934,asamended, or the
Exchange Act, and accordingly file annual, quarterly and current reports on Forms 10-K, 10-Q and 8-K,
respectively, any amendments to thosereports, proxy statementsand otherinformation with the United States
Securities and Exchange Commission, or SEC. Our SEC filings are available to the public from the SEC’s Internet
site at www.sec.gov or from our Internet site atwww.diamondoffshore.com. Our website provides a hyperlink to a
third-party SEC filings website where thesereports may be viewed and printed at no cost as soon as reasonably
practicable after we haveelectronically filed such material with, or furnishedit to, the SEC. The preceding Internet
addressesandallother Internet addresses referenced in this report are forinformation purposes only and are not
intendedto be a hyperlink. Accordingly, no information found or provided at such Internet addresses or at our
website in general (orat other websites linked to our website) is intended or deemed tobe inco rporated by reference
in thisreport.

Item 1A. Risk Factors.

Our businessis subject to a variety of risks and uncertainties, including those described below, thatcould have a
material adverse effect on our business, reputation, financial condition, results of operations, cashflows (including
negativecash flows), prospects and the trading price of our securities. You should carefully consider these risks
when evaluatingusand our securities. The following material risks and uncertaintiesare not theonly ones facing
ourcompany. We are also subject to other risks and uncertainties notknown to us or not described belowaswell as
a variety of risks that affect many other companies generally that may also have a material adverse effect on our
business, reputation, financial condition, results of operations, cash flows (including negative cash flows), prospects
and the trading price of our securities.

Risk Factors Summary

The followingis a summary of the principal risks thatcould adversely affect our business, operations and
financial results.

Risks Relatedto Our Chapter 11 Cases

e Ifwearenotableto obtain confirmationof thePlan oranother Chapter 11 plan of reorganization, or if
current liquidity is insufficient orexit financing is not available, we could be requiredto liquidate under
Chapter 7 of the Bankruptcy Code.

e ThePlanis,and any otherplanof reorganizationwould be, based in large part upon assumptions and
analyses developed by us; if these assumptions and analyses prove to be incorrect, our Plan or such other
plan may be unsuccessfulin its execution.

e TheChapter11 Cases may have a materialadverse impact onusand onthe trading price of, and may result
in the cancellation and discharge of, our securities, including our common stock. If approved by the
Bankruptcy Court, a plan of reorganization will govern distributions to and the recoveries of holders of our
securities.

We are subjectto the risks and uncertainties associated with our Chapter 11 proceedings.

As aresult of the Chapter 11 Cases, the realization of ourassets and liquidation of our liabilities are subject
to uncertainty, and our historical financial information will not be indicative of our future financial
performance.

o Wemay be subject toclaims that will not be discharged in the Chapter 11 Cases, which could have a
material adverseeffect on us.

Operatingunder Chapter 11 may restrictour ability to pursue our business strategies.

The pursuit of the Chapter 11 Cases has consumed, and will continue to consume, a substantialportion of
the time andattention of our corporate managementand willimpacthow our business is conducted, which
may havea material adverseeffect on us,andwe may faceincreased levels of employeeattrition.

o Evenifa Chapter 11 planof reorganization is consummated, we may notbe able to achieve our stated
goalsand continue asa goingconcern.

e Tradingin oursecurities during the pendency ofthe Chapter 11 Casesis highly speculative and poses
substantial risks. The NYSE has delisted our commonstock. It is likely that our common stock will be
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cancelled andthatholders of such common stock will not receive any distributionwith respect to, or be
ableto recoverany portion of, their investments.

Risks Relatedto Our Business and Operations

The impacts ofthe COVID-19 pandemic and efforts to mitigate the spread ofthe virus have had a material
adverseeffect onand are expected to continue to have a material adverseeffect onus.

The current protracted downturn in our industry may continueinto theforeseeable future, and we cannot
predict if orwhen it will end.

The worldwide demand for drilling services has historically been dependenton theprice of oil and, as a
result of low oil prices, demand continued to be depressed in 2020 as the protracted downturn in our
industry continues.

Our business depends on the level of activity in the offshore oiland gas industry, which has beencyclical,
is currently in a protracted downturnand is significantly affected by many factors outside of our control.
Our industry is highly competitive, with an oversupply of drilling rigs and intense price competition.

We can provideno assurance thatour drilling contracts will not be terminated early or that our current
backlog of contract drilling revenueultimately will be realized.

We may notbe able to renew or replaceexpiring contracts forourrigs.

Our customer base is concentrated.

Our contract drilling expenseincludes fixed costs that willnot decline in proportion to decreases in rig
utilization and dayrates.

We must make substantial capital and operating expenditures to reactivate, build, maintain and upgrade our
drilling fleet.

Our business involves numerous operating hazards that could expose us to significantlosses and significant
damage claims. We are not fully insured againstall of these risks and our contractual indemnity provisions
may not fully protectus.

Any significant cyber-attack or other interruption in network security or the operation of critical
informationtechnology systems could materially disrupt our operations and adversely affect our business.
Acts of terrorism, piracy and politicaland social unrestcould affect the markets for drilling services, which
may havea materialadverseeffect on us.

We rely on third parties to secure and service equipment, components and parts used in rig operations,
conversions, upgrades and construction.

Contracts forourdrillingrigs are generally fixed dayrate contracts, and increasesin our operating costs
could adversely affectour profitability.

Failure to obtain andretain highly skilled personnel could hurt our operations.

Financial and Tax Risks

We may incuradditional assetimpairments and/or rig retirementsasa result of reduced demand for certain
offshore drilling rigs.

Changes in tax laws and policies, effective income tax rates or adverse outcomes resulting from
examinationofourtax returns could adversely affect our financial results.

Our consolidated effective income tax rate may vary substantially from one reporting period to another.
Changes in accounting principles and financial reporting requirements could adversely affectus.

Regulatory and Legal Risks

We are subjectto extensive domestic and international laws and regulations that could significantly limit
ourbusinessactivitiesand revenues andincreaseour costs.

Any future regulations relating to greenhouse gases and climate change could have a negative impact on
ourbusiness.

If we, or our customers, are unable to acquire or renew permits and approvals required for drilling
operations, we may be forced todelay, suspend or cease our operations.

Significant portions of our operations are conducted outside the U.S. and involve additional risks not
associated with U.S. domestic operations.
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o Wemay be subject tolitigation and disputes that could havea material adverseeffect on us.

Fora more complete discussion of the material risks facing our business, see below.

Risks Relatedto Qur Chapter 11 Cases

If we are notable to obtain confirmation of the Plan or another Chapter 11 planofreorganization, or ifcurrent
liquidityisinsufficientor exitfinancing is not available, we could be required to liquidate under Chapter 7 of the
Bankruptcy Code.

In orderto successfully emerge from Chapter 11 bankruptcy protection,we must obtain confirmation of a
Chapter 11 planof reorganization by the Bankruptcy Court. If confirmation by the Bankruptcy Court does notoccur,
we could be forced to liquidateunder Chapter 7 of the Bankruptcy Code.

There can be noassurance that our currentcash positionandamounts of cash from future operations will be
sufficientto fund operations. In theevent that we do not have sufficient cashto meet our liquidity requirements or
exitfinancingis not available, we may be required to seekadditional financing. There can be noassurance that such
additional financingwould be available, or, if available, would be available on acceptable terms. Failure to secure
any necessary exit financing oradditional financingwould have a material adverse effect on our operations and
ability to continue asagoingconcern.

Upon a showing of cause, the Bankruptcy Court may convertour Chapter 11 Cases to a case under Chapter 7 of
the Bankruptcy Code. In suchevent, a Chapter 7 trustee would be appointed or elected to liquidate our assets for
distribution in accordance with the priorities established by the Bankruptcy Code. We believe that liquid ation under
Chapter 7 would result in significantly smaller distributions being madeto our creditors than those provided for
in the Plan oranother Chapter 11 plan of reorganization because of (i) the likelihood that the assets would have to be
sold or otherwise disposed of in a distressed fashion overa short period oftime rather thanina controlled manner
and asagoingconcern, (i) additional administrative expenses involved in the appointment ofa Chapter 7 trustee,
and (iii) additional expenses and claims, some of whichwould beentitled to priority, that would be generated during
the liquidation and from the rejection of leases and other executory contracts in connection with a cessation of
operations.

The Planis,and any other plan of reorganization would be, based in large partuponassumptionsand analyses
developed by us; if these assumptions and analyses prove to be incorrect, our Plan orsuch other plan may be
unsuccessful inits execution.

The Plan that we are seekingto implement willaffect both our capital structure and the ownership, structure and
operationof our businesses and reflects assumptions and analysesbased on our experience and perception of
historical trends, current conditions and expected future developments, as well asother factors that we consider
appropriate under the circumstances. Whether actual future results and developments willbe consistent with our
expectations and assumptions depends ona number of factors, includingbut not limited to:

ourability to substantially change our capital structure;
ourability to obtain adequate liquidity andaccess financing sources;
ourability to maintain customers’ confidencein our viability as a continuing entity and to attract and retain
sufficientbusiness from them;

e ourability to retain key employees; and

o the overall strength and stability of general economic and financial conditions and the oil and gas
industries, bothin the U.S. and in global markets.

The failure of any of thesefactors could have a material adverse effect onthe successful reorganization of our
business.

Inaddition, the Planreliesupon, andany other plan would rely upon, financial projections, including with
respect to revenues, earnings, capital expenditures, debt serviceand cash flow. Financial forecastsare necessarily
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speculative,and it is likely that one or more of the assumptions and estimates that are the basis of these financial
forecasts willnot be entirely accurate. The forecasts may be even more speculative than normal, because they
involve fundamental changes in our capital structure. Accordingly, we expect that our actual financial condition and
results of operationswill differ, perhaps materially, from what we haveanticipated. Consequently, there can be no
assurance that the results or developments contemplated by thePlan orany other plan of reorganization we may
implement willoccur or, even if they dooccur, thatthey will havethe anticipated effects on usand our subsidiaries
or our business or operations. The failure of any such results or developments tomaterialize as anticipated could
have amaterial adverse effecton thesuccessful execution of thePlan or any other plan of reorganization.

The Chapter 11 Cases may have a material adverse impact on our business, financial condition, results of
operations, and cash flows. In addition, the Chapter 11 Cases may havea material adverse impact onthe trading
price and may result in the cancellation and discharge of our securities, including our common stock. If
approved by the Bankruptcy Court, a plan of reorganization will govern distributionsto and the recoveries of
holdersofour securities.

We commenced our Chapter 11 Cases in the Bankruptcy Court on April 26, 2020 and filed our Plan of
reorganization with the Bankruptcy Court on January 22, 2021. The Plan has not yet been confirmed by the
Bankruptcy Court.

The Chapter 11 Cases could have a material adverse effecton our business, financial condition, results of
operationsand liquidity. So longasthe Chapter 11 Cases continue, our managementmaybe required to spend a
significantamount oftimeand effortdealing with the restructuringwhile at the sametime attending to our business
operations. Bankruptcy Courtprotectionand operatingas debtors in possession also may make it more difficult to
retain management and the key personnel necessary to the success and growth of our business. Inaddition, during
the pendency of the Chapter 11 Cases, our customers and suppliers might lose confidence in our ability to reo rganize
ourbusiness successfully and may seek to establish alternative commercial relationships, which may cause, among
otherthings, oursuppliers, vendors, counterparties and service providers to renegotiate theterms of our agreements,
attempt to terminate their relationship with us or require financial assurances from us. Customers may lose
confidence in ourability to provide them the level of service they expect, resulting in a significant decline in our
revenuesand cash flow.

We are subject to the risks and uncertainties associated with our Chapter 11 proceedings.

As more fully described elsewhere in this report, the Debtors filed voluntary petitions to reorganize under
Chapter 11 on April 26,2020. Duringour Chapter 11 Cases, we continueto operate our business as debtors-in-
possession under the jurisdiction of the Bankruptcy Court and in accordance with the applicable provisions of
Chapter 11. Asa consequence of our Chapter 11 filing, our operations, including our ability to developandexecute
ourbusiness plan, andour continuation as a going concern, will be subjectto the risksand uncertaintiesassociated
with bankruptcy. These risks include, but are notlimited to, the following:

e ourability to successfully develop, prosecute, confirm and consummate a plan of reorganization with
respect to the Chapter 11 proceedings;

e ourability to obtain the Bankruptcy Court’s approval with respectto motions or otherrequests made to the
Bankruptcy Court in the Chapter 11 Cases, including maintaining strategic control as debtors-in-
possession;
the high costs of bankruptcy proceedings andrelated fees;
ourability to obtain acceptable and sufficient financing to allow us to emerge from bankruptcy and execute
our business plan post-emergence, and our ability to comply with the terms and conditions of that
financing;

e ourability to maintain contracts that are critical to our operationsonreasonably acceptable terms and
conditions;
ourability to execute our business planin the current depressed commodity price environment;
the ability of third parties to seekand obtain court approval to terminate contractsand other agreements
with us; and
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o the possibility thatthe Chapter 11 proceedings will disrupt orimpede our international operations.

Delaysin the Chapter 11 proceedings increase therisks of our inability to reorganize our businessand emerge
from bankruptcy and may increase our costs associated with the bankruptcy process.

These risks and uncertainties could affectour business and operations in various ways. Forexample, negative
publicity associated with the Chapter 11 proceedings could adversely affectourrelationships with our vendors,
suppliers, service providers, customers, employees and other third parties, which in turn could adversely affect our
operations and financial condition. In particular, critical suppliers, vendors and customers may determine not to do
business with us due to the Chapter 11 proceedings. In addition, certain transactions may also require the consentof
lenders under any subsequent debtor-in-possession financing. Also, during the pendency of any Chapter 11
proceedings, we will need the prior approval of the Bankruptcy Courtfor certain transactions outside the ordinary
course of business, which may limit ourability to respond timelyto certainevents or take advantage of certain
opportunities. Additionally, losses of key personnel or erosion of employee morale could havea material adverse
effect on our ability to meet customer expectations, thereby adversely affecting our business and results of
operations. Because of the risks and uncertainties associated with a voluntary filing for relief under Chapter 11 of
the Bankruptcy Codeand the related proceedings, we cannot accurately predictor quantify the ultimate impact that
events that occur during our Chapter 11 Cases may have on our business, financial condition and results of
operations, andthere is no certainty asto ourability to continue asa goingconcern.

Asa result ofthe Chapter 11 Cases, the realization of our assets and liquidation of our liabilitiesare subject to
uncertainty, and our historical financial information will not be indicative of our future financial performance.

If a plan of reorganization, includingthePlan, is ultimately confirmed by the Bankruptcy Court, our capital
structure will likely be significantly altered under such plan (whether or not following a sale of our business or
certain of our material assets pursuant to Section 363 of the Bankruptcy Code). Under fresh-start accounting rules
that may applyto us upon the effective date ofa plan of reorganization, our assets and liabilities would be ad justed
to fairvaluesand ouraccumulated earnings would be restated to zero. Accordingly, if fresh-startaccounting rules
apply, ourfinancial conditionandresults of operations following ouremergencefrom Chapter 11 would not be
comparable to the financial condition and results of operations reflected in our historical financial statements.
Further, a planof reorganization, including the Plan, could materially change the amounts and classifications
reported in our consolidated historical financial statements, which do not give effect to any adjustments to the
carryingvalue of assets oramounts of liabilities that mightbe necessary as a consequence of confirmationofaplan

of reorganization.

While operatingunder the protection of the Bankruptcy Code, and subjectto Bankruptcy Court approval or
otherwise as permitted in the normal course of business, we may seek a sale of our business or certain of our
material assets pursuant to Section 363 of the Bankruptcy Code in conjunction with, or instead of, a plan of
reorganization, including the Plan. Any sales or disposals of assets and liquidations or settlements of liabilities may
be foramounts other than those reflected in our Consolidated Financial Statements. In connectionwith the Chapter
11 Cases, itis also possible that additional restructuringand related charges may be identified and recorded in future
periods. Such sales, disposals, liquidations, settlements or charges could be materialto ourconsolidated financial
position and results of operations in any given period.

We may be subject toclaims thatwill not be discharged inthe Chapter 11 Cases, whichcould have a material
adverse effect on our financial condition and results of operations.

The Bankruptcy Code provides that the confirmation of a planof reorganization discharges a debtor from,
amongother things, substantially alldebts arising prior to consummationof a planof reorganization. With few
exceptions, allclaimsagainst the Debtors that arose prior to the commencement of the bankruptcy proceedings or
before consummation ofthe plan of reorganization (i) would be subject to compromise and/or treatment under the
plan of reorganizationand/or (ii) would be discharged in accordance with the Bankruptcy Codeand the termsofthe
plan of reorganization. Subjectto theterms of the plan of reorganization and orders of the Bankruptcy Court, any
claimsnot ultimately discharged pursuantto the plan of reorganization could be assertedagainst the reorganized
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entitiesandmay have a material adverse effecton our financial condition and results of operations on a post-
reorganizationbasis.

Operatingunder Chapter 11 may restrictour abilityto pursue our business strategies.

Under Chapter 11, transactions outside the ordinary course of business will be subject to the priorapproval of
the Bankruptcy Court, which may limit our ability to respondin a timely manner to certain events or take advantage
of certain opportunities. We must obtain Bankruptcy Court approval to, among other things:

sell assets outside the ordinary course of business;

consolidate, merge, sellor otherwise dispose of all or substantially all of our a ssets;

grant liens; and

finance our operations, investments or other capital needs orto engage in other business activities that
would be in ourinterest.

The pursuit of the Chapter 11 Cases has consumed, andwill continue to consume, a substantial portion of the
time and attention of our corporate management andwillimpacthow our business is conducted, which may have
amaterial adverse effecton our business and results of operations, and we mayface increased levels of employee
attrition.

The requirements of the Chapter 11 Cases have consumedand will continue to consumea substantial portion of
our corporate management’s timeand attentionand leave them with less time to devote to the operations of our
business. Thisdiversion of corporate management’s attention may have a material adverse effecton theconduct of
ourbusiness, and, asa result,on our financial condition and results of operations, particularly if the Chapter 11
Casesare protracted.

During the pendency of the Chapter 11 Cases, ouremployees will face considerable distraction and uncertainty,
and we may experience increased levels of employee attrition. A loss of key personnel or material erosion of
employee morale could have a material adverse effect onourability to effectively, efficiently and safely conductour
business,and could impair our ability to execute our strategy and implement operational initiatives, thereby having a
material adverseeffect on our businessandon our financial condition and resultsof operations. The loss of the
services of any members of our senior management could impair our ability to execute our strategyand, asa result,
could have a material adverse effecton our financial condition and results of operations.

Evenifa Chapter 11 plan of reorganization is consummated, we may not be able to achieve our stated goals and
continue asagoingconcern.

Evenif the Plan, oranyother Chapter 11 planofreorganization, isconsummated, we may continue to face a
number of risks, such as further deteriorationin oil prices or other changes in economic conditions, changes in our
industry, changes in demand for our services and increasing expenses. Accordingly, we cannot guarantee that the
Plan, orany other Chapter 11 plan of reorganization, will achieve our stated goals.

Furthermore, evenif our debtsare reduced through the Plan, orany other Chapter 11 planofreorganization, we
may needto raise additional funds through public or private debtorequity financing or other various meansto fund
ourbusiness afterthe completion of the Chapter 11 Cases. Ouraccess to additional financingmay be limited, if it is
available atall. Therefore, adequate funds may not be available whenneeded or may not be available on favorable
terms.

Itis likely at thistime thatour common stock willbe cancelled and that holders of suchcommonstock will not
receive any distribution with respect to, or be ableto recover any portion of, their investments.

We have a significant amountof indebtedness that is seniorto ourcommon stock in our capital structure.
Although the Plancontemplates no distributions with respectto ourcommon stock, the Plan has not yetbeen
approved by the Bankruptcy Court. Accordingly, it is unclear at this stage of the Chapter 11 Cases if any
distributions will ultimately be made with respect to our common stock and other outstanding equity interests. It is
possible that these equity interests may be cancelled and extinguished uponthe approval of theBankruptcy Court
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and the holders thereof would notbe entitledto receive, and would not receive or retain, any property orinterest in
property on account of such equity interests. Inthe event of a cancellation of these equity interests, amounts invested
by such holders in our outstanding equity securities will not be recoverable. Consequently, our currently outstanding
common stockwould haveno value. Trading prices forour commonstockarevery volatile and may bear little orno
relationship to theactual recovery, if any, by theholders of such securities in the Chapter 11 Cases. Accordingly, we
urge that extreme caution be exercised with respect to existingand future investments in ourequitysecurities and
any of our other securities.

The NYSE has delisted our common stock. Trading inour securitiesduringthe pendency of the Chapter 11
Casesis highly speculativeand poses substantial risks.

The NYSE delisted our common stock becausewe are no longersuitable for listing pursuantto the NYSE
Listed Company Manual Section802.01D as a result ofthe filing of the Chapter 11 Cases. Since April 28,2020, our
common stock has been quoted on the OTC Pink Open Market under the symbol “DOFSQ.” We can provide no
assurance that our commonstock will continueto trade on this market, whether broker-dealers will continue to
provide public quotes of our common stock on this market, whether the trading volume of our common stock will be
sufficientto provideforanefficient trading market, or whether quotes for our common stock willcontinue on this
market in the future. These developments could result in significantly lower trading volumes and reduced liquidity
forinvestors seekingto buyorsellshares of our common stock.

Risks Related to Our Business and Operations

The impacts of the COVID-19 pandemic and efforts to mitigate the spread of the virus have had a material
adverse effect on andare expected to continue to havea material adverse effecton our business, operations and
financial results.

The COVID-19 outbreak and its development intoa pandemic in March 2020 continue tosignificantly impact
ourbusinessandthe geographical areas in which we operate. These events continue to result in variousactions by
governmental authorities in many parts of the world to mitigate the spread of COVID-19, such as imposing
mandatory closures ofallnon-essential business facilities, seeking voluntary closures of business facilities, declaring
border closings, andimposing restrictions on, or advisories with respectto, travel, business operations and public
gatherings orinteractions. Moreover, any resurgence in COVID-19 infections could result in the imposition of new
governmental lockdowns, quarantine requirements or other restrictions in aneffort to slowthe spread ofthe virus. In
addition, the risk of infection and health risk associated with COVID-19,and therelateddeath or illness of many
individuals across theglobe, continue toresult in actions by individuals and companies seeking to curtail the spread
of COVID-19, suchas companies requiringemployees to work remotely, suspendingallnon -essential travel for
employees and discouraging employee attendance at in-person work-related meetings, as well as individuals
voluntarily social distancing and self-quarantining. Although vaccines for COVID-19 have been developedand are
beingdistributed, the phased rolloutby the Centers for Disease Controland Prevention, or CDC, and delays in
distribution ofthe COVID-19vaccinecould result in new governmental lockdowns, quarantine requirements or
other restrictions.

The COVID-19 pandemic and the actions taken by businesses and governments in response to it have
significantly slowed global economic activity as a result of, among other things, the dramatic decrease in the number
of businesses open for operationanda substantial reduction in the number of people across the world thathave been
leavingtheirresidenceto commute to work orto purchase goods and services. This reduction has also resulted in
airlines dramatically reducing flights. Asa result, there hasalsobeena sharp reductionin the demandforoil and a
precipitous decline in oil prices. In the first half of 2020, oil price volatility was exacerbated by disputes over
production levels among oil-producing countries, thesignificantincrease in production levels by such countriesand
limited storage capacity for crude oil and refined products. In addition, the global economy has been further
impacted by the COVID-19 pandemic through the disruption of financial markets and international trade, resulting
in increased unemployment levels and significantly impacting global supply chains and travel networks.

These events have hada material adverse effect onandare expectedto continueto have a material adverse

effectonourbusiness. Any prolonged period of depressed oil prices could have significant adverse consequences
forthe financial condition of our customers and result in reductions totheirdrillingand production expenditures and
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delaysorcancellations of projects, thus decreasingdemand for our drilling services. We have already experienced
customers delaying drilling projectsasa result of COVID-19 restrictions and complications. Such conditions have
resulted in an increased risk that our customers may seek price reductions or more favorable economic terms for our
services, seek to terminate our drilling contracts or otherwise be unable to timely pay outstanding receivables owed
to us, or could result in us having to enter into lower dayrate contracts or to idle, stack or retire more of
our drilling rigs. To the extent our suppliers experience a deterioration in financial condition or operational
capability as a result of such depressed industry conditions or we or other suppliers incur delays in moving
personnel to and from drilling rigs, we may experience disruptions in supply, whichcouldincrease our operating
costsandincreaserigdowntime. The occurrence of any such events with respect to our customers, contracts or
suppliers could have material adverse consequences for our business and financial position.

As a result of the COVID-19 pandemic and impact, we haveimplemented certain changesto our operational
processes. Forexample, we have asked our rigcrews in certain locations to quarantinein-countrybefore offshore
rotations, aswellasto remainin country after their offshorerotation. We have also adopted COVID-19 testing
requirements based on the regions in which ourrigs are operating that primarily require testing of all personnel prior
to an offshore rotation or travel from the U.S. to an international location. Additionally, for most of our rigs we have
implemented other health protocols once personnelare on board a rigsuch as increased social distancing, requiring
twice daily temperature checks andincreased frequency in cleaning/disinfectingcommon areas on our rigs. We
cannotguarantee that anyactions taken by us, including the precautionary measures noted above, will be effectivein
preventingeitheranoutbreak of COVID-19 onone or more of our rigs or otheradverse effectsrelated to COVID-
19. Furthermore, we cannot predictwhen our personnelwill be able to obtain a COVID-19 vaccine in accordance
with the CDC phasedallocation guidelines. To the extent there isan outbreak of COVID-19 onone ormore of our
rigs, we may have to temporarily shut down operations of such rig or rigs, which could result in significant
downtime or contract termination and have substantial adverse consequences for our business and results of
operations.

Many governmental authorities worldwide have implemented travel restrictions and mandatory quarantine
measures to prevent the spread of COVID-19, and, in complying with such governmental actions, we have
experienced, and expect to continue to experience, increased difficulties, delays and costs in movingourpersonnel
in and outof,andto work in, the various jurisdictions in which we operate. Suchdifficulties and delaysmay result
in a shortage of available experienced rig personnel or rig personnelworking unusually long periods before rotating
off the rig. We may be unable to recover these increased costs from our customers. We may also experience
permittingand regulatory delays attributable to the COVID-19 pandemic or reduced staffingat various regulatory
agencies. Additionally, disruptionstoorrestrictions onthe ability of oursuppliers, manufacturers and service
providersto supply parts, equipment or services in the jurisdictions in which we operate, whether as a result of
government actions, labor shortages, the inability to source parts orequipmentfromaffected locations, or other
effects related tothe COVID-19 outhreak, may have significantadverse consequencesonour ability to meet our
commitments to customers, including by increasing our operating costs and increasing the risk of rigdowntime and
could result in contract delays or terminations.

In spite of the fact that COVID-19 vaccines are being distributed, the situation surrounding the COVID-19
pandemic remains fluid. Due to delays in the distributionof COVID-19vaccines and potential resurgences in
COVID-19 infections, we cannot reasonably estimate the period of timethatthe COVID-19 pandemic and related
market conditions will persist, the extent of the impact they will have on our results of operations, financial
conditionand liquidity, orthe pace orextentof any subsequent recovery. The ultimateextent of the impact of the
COVID-19 outbreak on our business and financial position will continue to depend significantly on future
developments, including the speed of distributionand efficacy ofthe COVID-19vaccine, the future duration, spread
or containmentof the outbreak, particularly within the geographic locationswhere we operate, and the related
impacton overalleconomic activityanddemand foroiland gas, all of which continue to remain highly uncertain at
this time. The depressed market and industry conditions have placed significant pressure on the liquidity and
solvency of many offshore drilling contractors, which have led some of our competitors to pursue restructuring
transactions. We are unable to predict thetimingorimpact of any such restructurings, if completed, on the capital
structure and competitive dynamics among offshore drilling companies.

Many of theother risks we faceare, and will be, exacerbated by the COVID-19 pandemic and any worsening of
the business and economic environment asaresult of it.
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The current protracted downturnin our industry may continue into the foreseeable future, and we cannot predict
if orwhenitwillend.

Crude oil prices, which peakedat$115 perbarrelin 2014, have declinedto a five-year average of $55 per
barrel. Qil prices continue toremain low with Brent crude oil prices in the $60-per-barrel range as of the date of this
report. Asa result of, amongotherthings, the depressed commodity price anditsuncertain future, the offshore
drilling industry has experienced, and is continuing to experience, a substantial declinein demandfor its services, as
well asa significant decline in dayrates for contract drilling services. The decline in demand for our contractdrilling
services and the dayrates for those services has had, and if the industry downturn continues, will continue to have, a
material adverseeffect on our financial condition, results of operations and cash flows, including negative cash
flows. The protracted downturnin our industry will exacerbate many of the otherrisks included below and other
risks that we face, and we cannot predict if orwhen thedownturnwill end.

The worldwide demand for drilling services has historicallybeen dependent onthe price ofoil and, asa result of
low oil prices, demand continued to be depressed in 2020 as the protracted downturn in our industry continues.

Demand for our drilling services depends in large part upon the oil and natural gas industry’s offshore
explorationand production activity and expenditure levels, which are directly affected by oil and gas prices and
market expectations of potential changes in oiland gas prices. Beginningin the second half of 2014, oil prices
declined significantly, resulting in a sharp decline in the demand for offshoredrilling services, including services
that we provide, and have hada material adverse effect on ourresults of operationsand cash flows compared to
years before the decline. The continuation of low oil prices would make more severe the downturninour industry
and would continue to havea material adverseeffect on many of our customersand, therefore, demand for our
services and our financial condition, results of operations and cash flows, including negative cash flows.

Oil prices have been, and are expected to continue to be, volatile and are affected by numerous factors beyond
our control, including:

« Worldwide supply anddemandforoiland gas, includingthe oversupply of cilandgas as a result of the
COVID-19 pandemic;

o thelevelof economicactivity in energy-consuming markets;

« the worldwide economic environment and economic trends, including recessions and the level of
international tradeactivity;

« theability of the Organization of Petroleum Exporting Countries, and 10 otheroil producing countries,
including Russia and Mexico, or OPEC+, to set and maintain production levelsand pricing;

o thelevelof production in non-OPEC+ countries, including U.S. domestic onshore oil production;
e Civil unrest and the worldwide political and military environment, including uncertainty or instability
resulting from anescalation oradditional outbreak of armed hostilities involvingthe Middle East, Russia,

Myanmar, where the Ocean Monarch is operatingas of the date of this report, other oil-producingregions
or other geographic areas or furtheracts of terrorism in the U.S. orelsewhere;

o thecostofexploringfor, developing, producingand delivering oiland gas, both onshore and offshore;
« thediscoveryrate of newoiland gasreserves;

o therateofdecline of existingand new oiland gas reserves and production;

o available pipeline and other oiland gas transportation and refining capacity;

o theability of oiland gas companies to raise capital;

o Weatherconditions, including hurricanes, which can affectoiland gas operations over a wide area;
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o naturaldisastersorincidents resulting from operatinghazards inherentin offshore drilling, such as oil
spills;

o thepoliciesof various governments regarding exploration and development of their oiland gas reserves;
o international sanctions on oil-producing countries, or the lifting of suchsanctions;

o technological advances affecting energy consumption, including development and exploitation of
alternative fuels orenergy sources,

« laws and regulations relating to environmental or energy security matters, including those addressing
alternative energy sources, the phase-out of fossil fuel vehicles or the risks of global climate change;

o domesticandforeign taxpolicy; and

o advancesin exploration and development technology.

Although, historically, higher sustained commodity prices havegenerally resulted in increases in offshore
drilling projects, short-term or temporary increases in the price of oil and gas will not necessarily result in an
increase in offshore drillingactivity oran increase in the market demand for our rigs. The timing of commitment to
offshore activity in a cycle depends on project deployment times, reserve replacement needs, availability of ca pital
and alternative options for resource development, among other things. Timingcanalsobe affected by availability,
accessto, andcostof equipment to perform work.

Our business depends onthe level ofactivityinthe offshore oiland gasindustry, which has been cyclical, is
currently ina protracteddownturn and is significantly affected by many factors outside of our control.

Demandforourdrilling services depends uponthe level of offshore oiland gas exploration, development and
productionin markets worldwide, and thoseactivities depend in large part on oiland gas prices, worldwide demand
foroil and gasanda variety of politicaland economic factors. The level of offshore drillingactivity is adversely
affected when operators reduce or defer new investment in offshore projects, reduce or suspend their drilling
budgetsorreallocatetheirdrilling budgets away from offshore drilling in favor of other priorities, such as shale or
other land-based projects, which havereduced, and may in the future further reduce demand for our rigs. As a result,
ourbusinessandthe oilandgas industry in general are subject to cyclical fluctuations.

As a result of the cyclical fluctuations in the market, there have beenperiods of lower demand, excess rig
supply and lower dayrates, followed by periods of higher demand, shorter rig supply and higher dayrates. We cannot
predict the timingor durationof such fluctuations. Periods of lower demand orexcess rig supply, such as thecurrent
protracted downturn in our industry thatis ongoingand may continue into the foreseeable future, intensify the
competition in the industry and often result in periods of lower utilization and lower dayrates. During these periods,
ourrigs maynotbe able to obtain contracts for futurework and may be idle for long periods oftime ormay beable
to obtain work only under contracts with lower dayrates or less favorable terms. Additionally, prolonged periods of
low utilization and dayrates (such aswe are currently experiencing) havein the pastresulted in, and may in the
future result in, the recognition of further impairment charges on certain of our drilling rigs if future cash flow
estimates, based uponinformation available to management at thetime, indicatethatthe carrying value ofthese rigs
may not be recoverable. See “-We may incur additional assetimpairmentsand/orrig retirements as a result of
reduced demandfor certain offshoredrillingrigs.”

Our industry is highly competitive, with an oversupply of drilling rigs and intense price competition.

The offshore contract drilling industry is highly competitive with numerous industry participants, and such
competitiveness may be exacerbated by the current protracted downturnin our industry. Some of our competitors
are larger companies, have larger or more technologically advancedfleets and have greater financial or other
resources than we do. The drilling industry has experienced consolidation and may experience additional
consolidation, which could create additional large competitors. Moreover,asaresult of the significant reduced
demand foroiland natural gas services due to theglobal COVID-19 pandemic, certain of our competitors may
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engage in bankruptcy proceedings, debt refinancing transactions, management changes or other strategic initiatives
in an attemptto reduce operating costs to maintain a positionin the market. This couldresultin such competitors
emerging with stronger or healthier balance sheetsand in turn animproved ability to compete with us in the future.

Drilling contracts are traditionally awarded on a competitive bid basis. Price is typically theprimary factor in
determining which qualified contractor is awarded a job; however, rig availability and location, a drilling
contractor’s safety record and the quality and technical capability of service and equipmentare also considered.

As of the date of this report, based on industry data, there are approximately 210 floater rigs currently available
to meet customer drilling needs in the offshore contractdrilling market, and many of theserigs are not currently
contractedand/or are cold stacked. Althoughthere have beenover 130floater rigs scrapped since 2014, the market
remains oversupplied as new rig construction, upgrades of existing drilling rigs, cancelation or termination of
drilling contracts and established rigs coming off contract have contributed to the currentoversupply, intensifying
price competition. In addition, someshipyards own rigs recently constructed or under construction, which are not
currently marketed, which, if acquired by us or our competitors, would further exacerbate the oversupply of rigs.

In addition, during industry downturns like the one we are currently experiencing, rig operators may take lower
dayrates andshorter contractdurations to keep their rigs operational.

We can provide no assurance that our drilling contracts will notbe terminated early or thatour currentbacklog
of contract drilling revenue ultimately will be realized.

Our customers may terminate our drilling contracts under certain circumstances, such as the destruction or loss
of a drilling rig, oursuspension of drilling operations for a specified periodof timeasaresult of a breakdown of
major equipment, excessive downtime for repairs, failure to meet minimum performance criteria (including
customer acceptance testing) or, in some cases, dueto other events beyondthecontrol of either party.

In addition, someof ourdrilling contracts pemit the customer to terminate the contract after specified notice
periods, often by tendering contractually specified terminationamounts, which may notfully compensate us for the
loss of the contract. In some cases, our drilling contracts may permit the customer to terminate the contractwithout
cause, upon little orno notice orwithout makinganearly termination paymentto us. During depressed market
conditions, suchasthose currently in effect, certain customers have utilized, and mayin the future utilize, such
contractclausestoseek to renegotiate or terminate a drilling contractor claim thatwe have breached provisions of
our drilling contracts in order to avoid their obligations to us under circumstances where we believe we are in
compliance with the contracts. Additionally, because of depressed commodity prices, restricted credit markets,
economic downturns, changes in priorities or strategy or other factors beyond our control, a customer may nolonger
want orneed arigthat is currently under contract or may be able to obtain a comparable rigat a lowerdayrate. For
these reasons, customers have sought and may in the future seekto renegotiatethe terms of our existing drilling
contracts, terminate our contracts without justification or repudiate or otherwise fail to perform their obligations
underourcontracts. Asa result of such contractrenegotiations or terminations, our contract backlog has been and
may in the future be adversely impacted. We might not recover any compensation (orany recovery we obtain may
not fully compensate us for the loss of the contract) and we may be required toidle one or more rigs foran extended
period of time. Each of these results in some cases has had, and may in the future have, a material adverse effect on
our financial condition, results of operations and cash flows. See “- Our industry is highly competitive, with an
oversupply of drillingrigs andintense price competition”.
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We may not be able to renewor replace expiring contracts for our rigs.

As of the date of this report, one of ourdrilling rigs has contractbacklog that provides for continuous work until
December 2021, sevenof ourdrilling rigs have contract backlog thatprovides for continuous work until sometime
in 2022 and oneof our drilling rigs has contract backlog that provides for continuous work until January 2024. One
of ourdrilling rigs is not currently contracted for continuous utilization betweencontracts and is being actively
marketed for the uncontracted periods. Backlog for this rigextends until May 2023. Our ability to reneworreplace
expiring contracts or obtain new contracts, and the terms ofany suchcontracts, will depend on various factors,
including marketconditions and the specific needs of our customers, at suchtimes. Given thehistorically cyclical
and highly competitive nature of our industry andthe likelihood thatthe currentprotracted downturnin our industry
continues, we may not be able to renewor replace the contracts or we may be required to renew or replaceexpiring
contracts or obtain new contracts atdayrates thatare belowexistingdayrates, or that have terms that are less
favorable to us, including shorter durations, than our existing contracts. Moreover, we may be unable to secure
contracts forthese rigs. Failure to secure contracts fora rigmay result in a decision to cold stack therig, which puts
the rig at risk for impairment and may competitively disadvantage therigas many customers, during the current
protracted market downturn, have expresseda preferenceforready or warm-stacked rigs over cold-stackedrigs. If a
decision ismadeto cold stack a rig, our operating costs for the rigare typically reduced; however, we will incur
additional costs associated with cold stackingthe rig (particularly if we cold stack a newer rig, such asa drillship or
other DP semisubmersible rig, forwhich cold-stacking costs are typically substantially higherthanforanoldernon-
DP rig). In addition, the costs to reactivatea cold-stacked rigmay be substantial. See ““- We must make substantial
capital and operating expenditures to reactivate, build, maintainand upgrade our drilling fleet.”

Our customer baseis concentrated.

We provide offshore drilling services to a customer base that includes major and independent oil and gas
companies and government-owned oil companies. During 2020, ourthree customers in the GOM and our five
largest customers in the aggregateaccounted for 46% and 83%, respectively, of our annual total consolidated
revenues. In addition, the number of customers we have performed services for has declinedfrom 35in 2014to ten
in 2020. Of our current contracted backlog forthe years 2021 and 2022, $0.3 billion and $0.2 billion, respectively,
or 46% and 62%, respectively, are attributable to future operations with two customers. Contracted backlog
aggregating $0.1billion forthe years 2023 and 2024 is attributable to future operations froma single customer. The
loss of a significant customer could havea materialadverseimpacton our financial condition, results of operations
and cash flows, especially in a declining market (like the current protracted industry downturn) where the number of
ourworkingdrilling rigs is decliningalongwith the number of ouractive customers. In addition, if a significant
customer experiences liquidity constraints or other financial difficulties, or electsto terminate one of our drilling
contracts, it could have a material adverse effect onour utilizationrates in the affectedmarket and also displace
demand forourotherdrillingrigs asthe resultingexcess supply enters the market.

Our contractdrilling expense includes fixed costs thatwillnot decline in proportion to decreases inrig utilization
and dayrates.

Our contract drillingexpenseincludesall direct and indirect costs associated with the operation, maintenance
and support of ourdrillingequipment, which is often notaffected by changes in dayratesand utilization. During
periods of reduced revenue and/or activity (like the current protracted industry downturn), certain of our fixed costs
will not decline and often we may incuradditional operating costs, such as fueland catering costs, for which the
customer generally reimburses us whena rigis under contract. During times of reduced dayrates and utilization, like
the current protracted industry downturn, reductions in costs may not be immediate as we may incur additional costs
associated with cold stacking a rig (particularly if we cold stack a newer rig, such as a drillship or other DP
semisubmersible rig, for which cold-stacking costs are typically substantially higherthan foranoldernon-DP rig),
or we may not be able to fully reduce the cost of our supportoperations in a particular geographic region due to the
need to support the remaining drillingrigs in that region. Accordingly, a decline in revenuedueto lower dayrates
and/or utilization may not be offsetby a corresponding decrease in contractdrillingexpense.

We must make substantial capital and operating expenditures to reactivate, build, maintain and upgrade our
drillingfleet.
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Our business is highly capital intensiveand dependent on having sufficient cash flowand/oravailable sources
of financingin orderto fundour capital expenditure requirements. Our expenditures couldincrease as a result of
changes in offshore drilling technology; the cost of labor and materials; customer requirements; the cost of
replacementparts for existing drilling rigs; the geographic location of the rigs; and industry standards. Changes in
offshore drilling technology, customer requirements for new or upgraded equipment and competition within our
industry may require us to make significant capital expendituresin order to maintain our competitiveness. In
addition, changes in governmental regulations, safety or other equipmentstandards, includingthose relating to the
COVID-19 pandemic, as wellas compliance with standards imposed by maritime self -regulatory organizations, may
require us to make additional unforeseen capital expenditures. As a result, we may be required to take our rigs out of
service forextended periods of time, with corresponding losses of revenues, in order to make suchalterations or to
add suchequipment. Dependingon thelength oftimethata righas been cold-stacked, we may incur significant
costs to restore the rig to drilling capability, which may also include capital expenditures due to the possible
technological obsolescence of therig. Market conditions, suchas the current protracted industry downturn, may not
justify these expenditures orenable us to operate our older rigs profitably during the remainder of their economic
lives. We can provide no assurance thatwe will haveaccess to adequate or economical sources of capital to fund our
capitaland operating expenditures.

Our business involves numerous operating hazards that could expose us to significant losses and significant damage
claims. Wearenot fully insured againstall of these risks and our contractual indemnity provisions may not fully
protect us.

Our operations are subjectto the significanthazardsinherentin drilling for oiland gas offshore, such as blowouts,
reservoirdamage, loss of production, loss of well control, unstable or faulty sea floor conditions, fires and natural
disasters suchashurricanesand the frequency and severity of such natural disasterscould be increased due to climate
change. The occurrence ofany of thesetypes of eventscould result in the suspension of drilling operations, damage to
ordestructionoftheequipmentinvolved and injury or death to rig personnel and damage to producing or potentially
productive oiland gas formations, oil spillage, oil leaks, well blowoutsand extensive uncontrolled fires,anyof which
could causesignificant environmental damage. I n addition, offshoredrilling operations are subjectto marine hazards,
including capsizing, grounding, collisionand loss or damage from severe weather. Operations also may be suspended
because of machinery breakdowns, abnormal drilling conditions, failure of suppliers or subcontractors to perform or
supply goods or servicesor personnel shortages. Any of the foregoing events could result in significantdamage orloss
to our propertiesand assets or the propertiesand assetsof others, injury or deathto rig personnel or others, significant
loss of revenues and significant damage claims againstus.

Ourdrilling contracts with our customersprovide for varying levels of indemnity and allocation of liabilities
between our customers and us with respectto the hazards and risks inherent in, and damages or losses arising out of,
our operations, and we may not be fully protected. Our contracts are individually negotiated, and the levels of
indemnity and allocation of liabilities in them can vary from contractto contractdepending on market conditions,
particular customer requirements and other factors existing atthetimea contract is negotiated. We may incur lia bility
forsignificant losses or damages under such provisions.

Additionally, the enforceability of indemnification provisions in our contracts may be limited or prohibited by
applicable law or such provisions may notbe enforced by courts having jurisdiction, and we could be held liable for
substantial losses or damages andfor fines and penalties imposed by regulatory authorities. The indemnification
provisions in our contracts may be subjectto differinginterpretations, and the laws or courts of certain jurisdictions
may enforcesuch provisionswhile other laws or courts may find them to be unenforceable. The law with respect to
the enforceability of indemnities varies from jurisdiction to jurisdictionand is unsettled under certain laws that are
applicable to our contracts. There can be no assurance that our contracts with our customers, suppliers and
subcontractors will fully protectus against all hazards andrisks inherent in our operations. There can also be no
assurance that those parties with contractual obligations to indemnify uswill be financially able to do so or will
otherwise honortheir contractual obligations.

We maintain liability insurance, which generally includes coverage for environmental damage; however,
because of contractual provisions and policy limits, our insurance coverage may notadequately cover our lossesand
claim costs. In addition, certain risks and contingencies related to pollution, reservoir damage and environmental
risks are generally not fully insurable. Also, we do not typically purchase loss-of-hire insurance to cover lost
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revenueswhen arigis unable to work. There can be noassurance that we will continueto carry the insurance we
currently maintain, thatourinsurance will coveralltypes of losses or thatwe will be able to maintain adequate
insurance in the future atrates we consider to be reasonable or that we will be able to obtain insuranceagainst some
risks. In addition, our insurance may notcover losses associated with pandemics such asthe COVID-19 pandemic.

We are self-insured for physical damageto rigs and equipmentcaused by named windstorms in the GOM. This
results in a higherrisk of material losses that are notcovered by third party insurance contracts. In addition, certain
of ourshore-based facilities are located in geographic regions thatare susceptible to damage or disruption from
hurricanes and other weather events. Future hurricanes or similar natural disastersthatimpact our facilities, our
personnel located at those facilities or our ongoing operations may negatively affect our financial position and
operatingresults.

If an accidentor other eventoccurs thatexceeds our insurance coverage limitsorisnotaninsurable event under
ourinsurance policies, or is not fully covered by contractual indemnity, it could resultin a significant lossto us and
could have amaterial adverse effecton our financial condition, results of operations and cash flows.

Any significant cyber-attack or other interruption in network security or the operation of critical information
technologysystems could materially disruptour operations and adversely affect our business.

Our business has become increasingly dependent upon information technologies, computer systems and
networks, including those maintained by usand those maintained and provided tous by third parties (for example,
“software-as-a-service” and cloud solutions), to conduct day-to-day operations, and we are placinggreaterreliance
on information technology to help support our operations and increase efficiency in our business functions. We are
dependentupon our information technology and infrastructure, including operational and financial computer
systems, to process the data necessary to conduct almostallaspects of our business. Computer, telecommunicatio ns
and other business facilities and systems could become unavailable orimpaired froma variety of causesincluding,
amongothers, storms and other natural disasters, terrorist attacks, utility outages, theft, design defects, human error
or complications encountered as existing systems are maintained, repaired, replaced or upgraded. It has been
reported that known or unknown entities or groups have mounted so-called “cyber-attacks” on businessesandother
organizations solely to disable or disruptcomputer systems, disruptoperationsand, in some cases, steal data. In
addition, the U.S. government has issued public warnings thatindicate that energy assets mightbe specific targets of
cybersecurity threats. Cybersecurity risks and threats continue to growand may be difficult toanticipate, prevent,
discoverormitigate. Abreach, failure or circumvention of our computersystems or networks, or those of our
customers, vendors or others with whom we do business, including by ransomware or other attacks, could materially
disrupt our business operations and our customers’ operations and could result in the alteration, loss, theft or
corruptionof data, and unauthorized release of, unauthorizedaccess to, or our loss of access to confidential,
proprietary, sensitive or other critical data or systems concerning our company, business activities, employees,
customersorvendors. In response tothe COVID-19 pandemic, mostof our non-operationalemployees, including
employees at our corporate headquarters, are working remotely, as of thedate of this report, which increases various
logistical challenges, inefficiencies and operational risks. Working remotely has significantly increased the use of
remote networking and online conferencing services that enable employees to work outside of our corporate
infrastructure and, in some cases, use their own personal devices. This “remote work” model has resulted in
increased demand for information technology resources and may exposeusto risk of security breaches or other
cyber-incidents orattacks, loss of data, fraudand other disruptions as a consequence of more employees accessing
sensitive andcritical information from remote locations. Any suchbreach, failure or circumventioncould result in
loss of customers, financial losses, regulatory fines, substantial damage to property, bodily injury orloss of life, or
misuse or corruption of critical data and proprietary information and could have a material adverse effect on our
operations, business or reputation. Further, as cyber incidents continue to evolve, we may be required to incur
additional costs to continueto modify orenhance our protective measures or to investigate or remediate the effects
of cyberincidents.
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Actsofterrorism, piracy and political and social unrest could affect the markets for drilling services, which may
have a material adverse effect on our results of operations.

Acts of terrorism 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 occurin the future. Suchactscould be directed
against companies suchasours. In addition, acts of terrorism, piracy andsocial unrest could lead to increased
volatility in prices for crude oiland natural gas and could adversely affectthe market for offshore drillingservices.
Insurance premiums could increase and coverage may be unavailable in the future. Government regulations may
effectively preclude us from engaging in business activities in certain countries. These regulations could be amended
to cover countries wherewe currently operate or where we may wish to operate in the future.

We rely on third-party suppliers, manufacturers and service providers to secure and service equipment,
componentsand parts used in rig operations, conversions, upgrades and construction.

Our reliance on third-party suppliers, manufacturers and service providers to provide equipment and services
exposes us to volatility in the quality, price and availability of suchitems. Certain components, parts and equipment
that we use in our operations may be available only froma small number of suppliers, manufacturers or service
providers. The failure of oneor more third-party suppliers, manufacturers or service providers to provide equipment,
components, parts or services, whether due to capacity constraints, production or delivery disruptions, price
increases, quality control issues, recalls or other decreased availability of parts and equipment, is beyond our control
and could materially disrupt our operations or result in the delay, renegotiation or cancellation of drilling contracts,
thereby causinga loss of contract drilling backlogand/or revenueto us, aswellasan increasein operating costs and
anincreasedrisk of additional assetimpairments.

Additionally, our suppliers, manufacturers and service providers could be negatively impactedby the current
protracted industry downturn, global economic conditions or COVID-19 pandemic. If certain of our suppliers,
manufacturers or service providers were to experience significantcash flow issues, become insolvent or otherwise
curtailordiscontinuetheir businessas a result of such conditions, it could result in a reduction or interruption in
supplies, equipmentor services available to us and/or a significant increase in the price of suchsupplies, equipment
and services.

Contractsforour drillingrigs aregenerallyfixed dayrate contracts, and increases in our operating costs could
adversely affectour profitability on those contracts.

Our contracts forourdrillingrigs generally provide forthe paymentof an agreed dayrate perrigoperatingday,
although somecontracts do provide fora limited escalation in dayratedueto increased operating costswe incur on
the project. Overthe termofa drilling contract, our operating costs may fluctuate dueto events beyond our control.
Inaddition, equipment repairand maintenance expenses vary depending on the type of activity therigis performing,
the age and condition of theequipmentand general marketfactorsimpacting relevant parts, components and
services. The gross margin that we realize on these fixed dayrate contractswill fluctuate based onvariations in our
operating costs overtheterms of the contracts. In addition, for contracts with dayrate escalation clauses, we may not
be able to fully recover increased or unforeseen costs fromour customers.

Failure to obtain andretain highly skilled personnel could hurt our operations.

We require highly skilled personnelto operate and providetechnical services and support forour business. A
well-trained, motivated and adequately -staffed work force has a positive impacton our ability to attract and retain
business. Asa result, our future success depends on our continuing ability to identify, hire, develop, motivate and
retain skilled personnel forallareas of our organization. To theextent that demand for drilling services and/or the
size of the activeworldwide industry fleetincreases, shortages of qualified personnel could arise, creating upward
pressure on wages anddifficulty in staffingandservicing ourrigs. Our continued ability to compete effectively
dependson ourability to attract newemployees andto retain and motivate ourexisting employees. Heightened
competition for skilled personnel could materially and adversely limit our operations and further increase our costs.
In addition, the unexpected loss of members of management, qualified personnel or a significant number of
employees due to disease, including COVID-19, disability or death, could have a material adverse effect onus.
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Financial and Tax Risks

We may incur additional asset impairments and/or rigretirementsasa result of reduced demand for certain
offshore drilling rigs.

The current oversupply of drillingrigs in the offshore drilling market has resulted in numerous rigs being id led
and, in some cases, retired and/or scrapped. We evaluate our propertyandequipment for impairment whenever
changes in circumstances indicate that the carryingamountof anassetmay notbe recoverable, and we haveincuned
impairment charges in the past,and may incur additional impairmentcharges in the future related to the carrying
value of ourdrillingrigs. Impairment write-offs could result if, forexample, any of our rigs become obsolete or
commercially less desirable due to changes in technology, market demand or market expectationsor their carrying
values become excessive dueto the condition of the rig, cold stackingthe rig, the expectation of cold stacking the
rig in the near future, contracted backlog of less than one year for a rig, a decision to retire or scrap the rig, or
spending in excess ofbudget ona newbuild, construction project, reactivation or major rigupgrade. We utilize an
undiscounted probability-weighted cash flow analysis in testing an asset for potential impairment, reflecting
management’s assumptions and estimates regarding the appropriaterisk-adjusted dayrate by rig, future industry
conditions and operations and other factors. Asset impairmentevaluations are, by their nature, highly subjective.
The use of different estimates and assumptions could result in materially differentcarrying values of our assets,
which could impact the need to record an impairment charge and theamount of any charge taken. From 2012 to the
date ofthis report, we haveretired and sold 36 drilling rigs and recorded impairmentlosses aggregating $2.6 billion.
Historically, the longera drilling rig remains cold stacked, the higher the cost of reactivationand, dependingon the
age, technological obsolescence and condition of the rig, the lower the likelihood that the rigwill be reactivated at a
future date. The currentoversupply of rigs in our industry, together with the current protracted downturn, heightens
the risk of future rigimpairments. See “Management’s Discussion and Analysis of Financial Conditionand Results
of Operations - Critical Accounting Estimates - Property, Plant and Equipment”in Item 7 of this reportand Note 4
“Asset Impairments”to our Consolidated Financial Statements in Item 8 ofthis report.

We can provideno assurance thatourassumptions and estimates used in ourasset impairment evaluations will
ultimately be realized or that the current carrying value of our property and equipment will ultimately be realized.

Changesintax laws and policies, effective incometax rates or adverse outcomes resulting fromexamination of
our tax returns could adversely affect our financial results.

Tax laws and regulations are highly complex and subject to interpretation and disputes. We conduct our
worldwide operations through various subsidiaries in a number of countries throu ghoutthe world. As a result, we
are subject to highly complextax laws, regulationsandincometax treaties within and between the countries in
which we operate as well as countries in which we may be resident, which may change and are subject to
interpretation. In addition, in several of the international locations in which we operate, certain of our wholly -owned
subsidiaries enter into agreements with each other to provide specialized servicesand equipmentin support of our
foreign operations. In suchcases, we apply an intercompany transfer pricing methodology to determine the arm’s
length amount to be charged for providing the services and equipment. In most cases, there are alternative transfer
pricing methodologies thatcould be applied to these transactions and, if applied, could result in differentchargeable
amounts.

As a result, we determine ourincometax expense based onour interpretation of theapplicable tax laws and
regulations in effect in each jurisdiction for the period during which we operate and earn income. Our overall
effective tax rate could be adversely affected by lower thananticipated earnings in countries where we have lower
statutory rates and higherthananticipated earnings in countries wherewe have higher statutory rates, by changes in
the valuation of our deferred tax assets and liabilities or by changes in tax laws, tax treaties, regulations, accounting
principles or interpretations thereof in one or more countries in which we operate. In addition, changesin laws,
treatiesand regulations andthe interpretation of such laws, treaties and regulations may put usat risk for future tax
assessments and liabilities which could be substantial.

Our incometaxreturns are subject to review and examination. We recognize thebenefit of income tax positions
we believe are more likely thannotto be sustained ontheir merit should they be challenged by a tax authority. If any
tax authority successfully challenges any tax position taken orany of our intercompany transfer pricingpolicies, or

25



if the terms of certain income tax treaties are interpreted in a manner that isadverse tous or our operations, or if we
lose a material tax dispute in any country, our effective tax rate on our worldwide earnings could increase
substantially.

Our consolidated effective incometax rate mayvary substantially from one reporting periodto another.

Our consolidated effective income tax rate isimpacted by themix between our domestic and international pre -
tax earnings or losses, aswellasthe mix of the international tax jurisdictions in which we operate. We cannot
provide any assuranceas to what our consolidated effective income tax rate will be in the future due to, among other
factors, uncertainty regarding the natureand extentof our business activities in any particular jurisdiction in the
future andthe tax laws of such jurisdictions, as wellas potential changes in U.S. and foreign tax laws, regulations or
treaties or the interpretation or enforcement thereof, changes in the administrative practicesandprecedents of tax
authorities orany reclassificationor other matter (such as changes in applicable accounting rules) that increases the
amounts we have provided forincome taxes or deferred tax assetsand liabilities in our consolidated financial
statements. This variability may cause our consolidated effectiveincometax rateto vary substantially from one
reporting period to another.

Changesinaccounting principles and financial reporting requirements couldadversely affect our results of
operations or financial condition.

We are required to prepare our financial statements in accordance with accounting principles generally accepted
in the U.S., or GAAP, as promulgated by the Financial Accounting Standards Board. It is possible that future
accounting standards that we are required to adopt could change the current accounting treatmentthat we apply to
our consolidated financial statements and that such changes could have a materialadverse effecton our results of
operations and financial condition.

Regulatory and Legal Risks

We are subject to extensive domesticand international laws and regulations that couldsignificantly limit our
business activities and revenues and increase our costs.

Certain countries are subject to restrictions, sanctions and embargoes imposed by the U.S. governmentorother
governmental or international authorities. These restrictions, sanctions and embargoes may prohibit or limit usfrom
participating in certain business activities in those countries. Our operations are also subjectto numerous local, state
and federal laws andregulationsin the U.S. and in foreign jurisdictions concerning the containment and disposal o f
hazardous materials, the remediation of contaminated properties andthe protection oftheenvironment. Laws and
regulations protecting the environmenthave become increasingly stringent,and may in somecases impose “strict
liability,” rendering a person liable for environmental damage without regard to negligenceorfault on the part of
that person. Failure to comply with such laws and regulations could subjectusto civil or criminal enforcement
action, forwhich we may not receive contractual indemnification or have insurance coverage, and could result in the
issuanceof injunctions restrictingsome orall of ouractivities in the affectedareas. We maybe required to make
significant expenditures foradditional capital equipment or inspections and recertifications th ereof to comply with
existingornewgovernmental laws and regulations. It isalso possible thattheselawsand regulations may in the
future add significantly to our operating costs or result in a substantial reduction in revenues associated with
downtime required to install such equipmentor may otherwise significantly limit drilling activity.

Inaddition, these laws and regulations require us to perform certain regulatory inspections, which we referto as
a specialsurvey. Formost of ourrigs, these special surveysare due every fiveyears, although the inspection interval
forour North Sea rigs is two-and-one-half years. Our operating income is negatively impacted during these special
surveys. Thesespecial surveysare generally performed in a shipyard and require scheduleddowntime, which can
negatively impactoperating revenue. Operating expenses increase as a result of these special surveys due to the cost
to mobilize the rigs to a shipyard, and inspection, repair and maintenance costs. Repairand maintenance activities
may result from thespecial survey or may have been previously planned to take place during this mandatory
downtime. The number of rigs undergoing a special survey willvary fromyearto year,aswellas from quarter to
quarter. Operating income may also be negatively impacted by intermediate surveys, which are performed at interim
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periods between special surveys. Althoughanintermediate survey normally doesnotrequire shipyard time, the
survey may require some downtime fortherig. We can provide noassurance astothe exacttimingand/orduration
of downtime and/or the costs or lost revenues associated with regulatory inspections, planned rigmobilizations and
othershipyard projects.

In addition, the offshore drilling industry is dependent on demand for services fromthe oiland gas exploration
industry and, accordingly, canbe affected by changes in tax and other laws relating to theenergy business generally.
Inearly 2021, thenewly-elected U.S. President and administration took actions to temporarily suspend the issuance
of new oil and gas permits on federal lands and waters in the U.S. for 60 days and signed an executive order
directinga pause in newoiland gas leasing on public lands and offshore waters, concurrentwith a comprehensive
review of the federaloiland gas program. Atimeline for the review period has notbeenspecified. We are unable to
predict the direct impact of these measures, butsuch measures could materially adversely impact domestic drilling
activities should they be prolonged. In addition, theenergy sectorcouldbe negatively impacted by additional
executive orders and suspensions, as theadministration focuses on theimpact of climate change, targeting a fully
clean energy economy and net-zero emissions by 2050.

Governments in some countries are increasingly active in regulating and controlling the ownership of
concessions, theexplorationforoiland gas and otheraspectsofthe oiland gas industry. The modification of
existing laws or regulations or the adoption of new laws or regulations curtailingexploratory or developmental
drilling foroil and gas foreconomic, environmental or other reasons could limit drilling opportunities.

U.S. federal, state, foreign and international laws and regulations address oil spill preventionand control and
impose a variety of obligations on usrelatedto the prevention of oil spills and liability for damagesresulting from
such spills. Some of these laws and regulations havesignificantly expanded liability exposure a cross all segments of
the oil and gas industry. Forexample, the United States Oil Pollution Act of 1990 imposes strictand, with limited
exceptions, jointand several liability upon each responsible party for oil removal costs and a variety of public and
private damages. Failure to comply with such laws and regulations could subject us to civil or criminal enforcement
action, forwhich we may not receive contractual indemnification or have insurance coverage, and could result in the
issuanceof injunctions restrictingsome orall of ouractivities in the affectedareas. In addition, legislative and
regulatory developments may occur thatcould substantially increase our exposure to liabilitiesthat might arise in
connectionwith our operations.

Any future regulations relatingto greenhouse gases and climate changecould havea negative impact on our
business.

Governments around the world areincreasingly consideringandadopting laws and regulations to address
climate changeissues. Lawmakers and regulators in the U.S. and other jurisdictions where we operate have focused
increasingly on restricting the emission of carbon dioxide, methaneand other “greenhouse” gases. This may result in
new environmental regulations that may unfavorably impactus, our suppliers and our customers. Moreover, there is
increasedfocus, including by governmental and non-governmental organizations, investors and other stakeholders
on these and other sustainability matters. In addition, effortshave been made and continue to be made in the
international community toward the adoption of international treaties or protocols that would address global climate
change issuesand impose reductions of hydrocarbon-based fuels. We may be exposedto risks relatedto new laws,
regulations, treaties or international agreements pertaining to climate change, greenhouse gases, carbon emissions or
energy use that could decrease theuse of oil or natural gas, thus reducing demand for hydrocarbon -based fuel and
our drilling services. Governments may also pass laws or regulations incentivizing or mandating the use of
alternative energy sources, such as wind power andsolarenergy, or the phase-out of fossil fuel vehicles, which may
reduce demand foroiland natural gas andourdrilling services. Such laws, regulations, treaties or international
agreements could result in increased compliance costs or additional operating restrictions, oradversely affect the
demand for hydrocarbons, which may have a negative impact on our business, and could have a material adverse
effect onour operations by limitingdrilling opportunities.

If we, or our customers, are unableto acquireor renew permits and approvals required for drilling operations,
we may be forced to delay, suspend or ceaseour operations.

27



Oil and natural gas explorationand production operations require numerous permits andapprovals for us and
our customers from governmental agencies in the areas in which we operate or expectto operate. Dependingon the
area of operation, theburden of obtaining such permits and approvals to commence such operations may reside with
us,ourcustomersorboth. Obtainingall necessary permits and approvals may necessitate substantial expenditures to
comply with therequirements of these permits and approvals, future changes to these pemitsorapprovals, or any
adversechange in the interpretation of existing permits and approvals. In addition, such regulatory requirementsand
restrictions could also delay or curtail our operations.

Significant portions of our operations are conducted outside the U.S. and involve additional risks not associated
with U.S. domestic operations.

Our operations outside the U.S. accounted forapproximately 54%, 47% and41% of our total consolidated
revenues for2020,2019 and 2018, respectively, and include, orhave included, operations in South America,
Australia and Southeast Asia, Europeand Mexico. Because we operatein various regions throughout theworld, we
are exposedto a variety of risks inherentin international operations, including risks of war or conflicts; politicaland
economic instability and disruption; civil disturbance; acts of piracy, terrorismor other assaults on property or
personnel; corruption; possible economic and legalsanctions (suchas possible restrictions against countries that the
U.S. governmentmay consider to be state sponsors of terrorism); changes in globalmonetary and trade policies,
laws and regulations; fluctuationsin currency exchange rates; restrictions on currency exchange; controls over the
repatriation ofincomeor capital; and other risks. We may not haveinsurance coverage fortheserisks, or we may
not be able to obtain adequate insurance coverage for such events at reasonable rates. Our operations may become
restricted, disrupted or prohibited in any country in which any of these risks occur.

On February 1,2021, Myanmar’s military seized control of the government and reportedly placed thecountry’s
civilian leaderunderhouse arrest. Althoughthe United Nations Security Councilhas declined to issue a statement
condemningthecoup, the U.S. State Department has concluded that the military takeover in Myanmar constituted a
coup d’état. The Ocean Monarch commenced drilling operations offshore Myanmar in December 2020 and is
locatedthere as of the date of this report. While we continue to monitor the political environmentin Myanmar, the
situation there is fluid and the potential impact of the military takeover on our business, including the Ocean
Monarch, remains uncertainas ofthe date ofthis report. Any loss of property orinterruption of ourbusiness plans
resulting from political instability, civilunrest or changes in law or policy enacted by the military governmentcould
have asignificantnegative impact on our business operations, earnings and cash flow. In addition, we may nothave
sufficientinsuranceto coverany loss of property or other claims resulting from these risks.

On January 29,2020, the European Parliament approved the U.K.’s withdrawal from the European Union,
commonly referred to as Brexit. The U.K. officially left the European Union onJanuary 31, 2020. In December
2020, the U.K.andthe European Unionannouncedthey had entered into a post-Brexit agreement regarding certain
aspects of trade and other strategic and political issues, potentially avoiding some of the anticipated disruption of a
no-deal Brexit. The impact of Brexit, the December 2020 post-Brexit agreement betweenthe U.K. andthe European
Union, and the terms of their post-Brexit relationship not addressed in that agreement, as well as the future
relationship betweenthe U.K. and the European Union, remain uncertain for companies thatdo businessin the U.K.
and the overall globaleconomy. Approximately 16% of ourtotal revenues forthe yearended December 31, 2020
were generatedin the U.K. The effects of Brexit and the December 2020 post-Brexit agreementbetween the U.K.
and the European Union, or similar events in other jurisdictions, could depress economic activityorimpact global
markets, including foreign exchange and securities markets, which may have anadverseimpacton our businessand
operationsasaresult of changes in currency exchange rates, tariffs, treaties and other regulatory matters.

We are also subject tothe following risks in connection with our international operations:
o Kidnappingof personnel;

e Seizure,expropriation, nationalization, deprivation, malicious damage or other loss of possession oruse of
property orequipment;

« renegotiationornullification of existing contracts;
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o disputesandlegal proceedings in international jurisdictions;

e Changingsocial, political and economic conditions;

e Imposition ofwage and price controls, trade barriers, export controls or import-export quotas;
« difficultiesin collectingaccounts receivable and longer collection periods;

o fluctuationsin currency exchange rates and restrictions on currency exchange;

o regulatoryorfinancial requirements to comply with foreign bureaucratic actions;

e restriction ordisruptionof business activities;

o limitation of ouraccessto markets for periods of time;

« travel limitations or operational problems caused by public health threats, including the COVID-19
pandemic, orchanges in immigration policies;

« difficultiesin supplying, repairing or replacing equipment or transporting personnel in remote locations;
« difficultiesin obtainingvisas orwork permits for ouremployees ona timely basis; and

e Changingtaxation policies and confiscatory or discriminatory taxation.

Weare also subject tothe regulations ofthe U.S. Treasury Department’s Office of Foreign Assets Control and
other U.S. lawsand regulations governing our international operations in addition to domestic and international anti-
bribery laws andsanctions, trade laws and regulations, customs laws and regulations, and other restrictions imposed
by other governmental or international authorities. Failure to comply with these laws and regulations could result in
criminaland civil penalties, economic sanctions, seizure of shipments and/or the contractual withholding of monies
owed to us,among other things. We have operated and may in the future operate in parts of the world where strict
compliance with anti-corruptionand anti-bribery laws may conflict with local customs and practices. Any failure to
comply with the U.S. Foreign Corrupt Practices Act, the U.K. Bribery Act 2010 or otheranti-corruption laws dueto
ourown acts oromissions orthe acts or omissions of others, including our partners, agents or vendors, could subject
us to substantial fines, sanctions, civiland/or criminal penalties and curtailment of operations in certain jurisdictions.
Inaddition, international contractdrilling operations are subjectto various laws and regulations in countries in
which we operate, including laws and regulations relating to the equippingand operation of drilling rigs; import-
export quotas or other trade barriers; repatriation of foreign earnings or capital; oil and gas exploration and
development; local contentrequirements; taxation of offshore earnings and earnings of expatriate personnel; and use
and compensation of local employees and suppliers by foreign contractors.
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We may be subject tolitigation and disputes that could have a material adverseeffect on us.

We are, from time to time, involvedin litigation and disputes. These matters may include, amongotherthings,
contractdisputes, personal injury claims, environmental claims or proceedings, asbestos and other toxic tort claims,
employment and tax matters, claims of infringementof patentand otherintellectual property rights, and other
litigation thatarises in the ordinary course of our business. We cannot predict with ce rtainty the outcome or effect of
any dispute, claim or other litigation matter, andtherecanbe no assurance as to the ultimate outcome of any
litigation. We may not haveinsurancefor litigation or claims thatmay arise, or if we do haveinsurance coverage it
may not be sufficient, insurers may not remainsolvent, other claims mayexhaust some or all of the insurance
available to usorinsurers may interpret our insurance policies such thatthey do not cover losses for which we make
claimsormay otherwise dispute claims made. Litigationmayhave amaterial adverse effecton us because of
potentialadverse outcomes, defense costs, thediversion of our management’s resources and other risk factors
inherent in litigation orrelatingto theclaims that may arise.

Item 1B. Unresolved Staff Comments.
Not applicable.

Item 2. Properties.

We lease office space in Houston, Texas, where our corporate headquarters are located. Additionally, we lease
various office, warehouse and storage facilities in Australia, Brazil, Louisiana, Malaysia, Singapore and the U.K. to
support our offshore drilling operations. We own offices and other facilities in New Iberia, Louisiana, Aberdeen,
Scotland, Macae, Braziland Ciudad del Carmen, Mexico.

Item 3. Legal Proceedings.

See information with respect to legal proceedings in Note 11 “Commitments and Contingencies” to our
Consolidated Financial Statements in Item 8 of this report. Inaddition, information related to the Chapter 11 Cases
that we filed in the Bankruptcy Court on April26,2020is included in Note 2 “Chapter 1 1 Proceedings — Chapter 11
Cases” to our Consolidated Financial Statements in [tem 8 of this report.

Item 4. Mine Safety Disclosures.
Not applicable.
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PART I

Item 5. Marketfor the Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities.

Market Information and Holders of Record

Since April 28,2020, ourcommonstock has been quoted on the OTC Pink Open Market under the symbol
“DOFSQ.” Any over-the-counter market quotations reflectinter-dealer prices, without retail mark-up, mark-down or
commission and may notnecessarily represent actual transactions.

As of February 4, 2021, there were approximately 113 holders of record of ourcommon stock. This number
represents registered stockholders and does not include stockholders who hold their shares throughaninstitution.

Dividend Policy

We have notpaid a dividend to stockholders since 2015. Any future dividends will be at the discretion of our
Board aftertaking into account various factors it deems relevant, including our financial position, earnings, earnings
outlook, capital spending plans, outlook on currentand future market conditions and business needs and contractual
obligations. TheBoard’s dividend policy may changefromtimeto time, but there canbe no assurancethat we will
declare any cash dividends at all or in any particular amounts. Our ability to declare dividends is generally
prohibited by our bankruptcy filing.

Cumulative Total Stockholder Return

The following graph shows the cumulative total stockholder returnforour common stock, the Standard &
Poor's SmallCap600 Index andthe Dow Jones U.S. Oil Equipment & Servicesindex over the five-year period
ended December 31, 2020.

Comparison of Five-Year Cumulative Total Return ®
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Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
2015 2016 2017 2018 2019 2020
Diamond Offshore $ 100 84 88 45 34 1
S&P SmallCap 600 Index $ 100 126 143 131 161 179
DowJones U.S. Oil Equipment & Services $ 100 127 106 61 66 40

@ Assumes$100invested on December 31,2015 in our common stockandthe two publishedindices.

Item 6. Selected Financial Data.
Notapplicable.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with Item 1A, “Risk Factors” and our Consolidated
Financial Statements (including the Notes thereto) in Item 8 of this report.

This sectionofthis Form 10-K generally discusses 2020 and 2019 items and year-to-year comparisons between
2020and2019. Fora discussionof our financial condition and resultsof operationsfor 2019 compared to 2018,
please referto Item 7 of Part I1, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in our Annual Report on Form 10-K/Afortheyearended December31,2019filed with the SEC on
February 18,2020.

We provide contractdrilling servicesto the energy industry around the globe with a fleetof 13 offshoredrilling
rigs, consistingof fourdrillships and nine semisubmersible rigs, including two semisubmersible rigs that are cold
stacked as of the date of this report. Our current fleetexcludes the Ocean America and Ocean Rover, which we are
actively marketingforsale. See “— Results of Operations — Impairmentof Assets” and Note 4 “Asset Impairments”
to our Consolidated Financial Statements in Item 8 of this report.

Recent Developments

Since the commencement of the Chapter 11 Cases, we ha ve continued to operate ourbusiness asa “debtor-in-
possession” under the jurisdiction of the Bankruptcy Court and in accordance with theapplicable provisions of the
Bankruptcy Code and orders of the Bankruptcy Court. Additionally,as a debtor-in-possession, certain of our
activitiesare subjectto reviewandapproval by the Bankruptcy Court, including, among other things, the incurrence
of secured indebtedness, material asset dispositions, and other transactions outside th e ordinary course of business.
There can be no guarantee that the Chapter 11 Cases will be completed successfully or in the time frame
contemplated by the PSA. The Consenting Stakeholders and we made certain customary commitments to each other,
includingthe Consenting Stakeholders committing to vote to approve thePlan.

Through the financial restructuring contemplated in the PSAandthe Plan, we, the Debtors, expect to emerge
from the Chapter 11 cases with a capital structure that we expectwill position the Debtors for future success in the
offshore drillingindustry.

The risks and uncertainties surrounding the Chapter 11 Cases, the defaults under our Debt Instruments,and the
weak industry conditions impacting our business raise substantial doubtastoourability to continueas a going
concern. Theaccompanying Consolidated Financial Statements have been prepared in accordance with U.S. GAAP,
which contemplate our continuationasa goingconcern.

Foradditional information concerningour Chapter 11 Cases, see “— Liquidity and Capital Resources,” “Risk
Factors— Risks Relatedto Our Chapter 11 Cases—"in Item 1A of this report and Note 2 “Chapter 11 Proceedings”
and Note 18 “Subsequent Event”to our Consolidated Financial Statements included in Item 8 of this report.

Market Overview

The offshore contract drilling market continues to be severely challenged by an oversupply of rigs and
continued depressed commaodity prices, leadingto a continuation of the prolonged industry downturn, a reductionin
the number of drilling projects being sanctioned and increased competition.

The global COVID-19 outbreak and resulting measures to mitigate the spread of the virus, including
government-imposed lockdowns, restrictions and travel bans, contributed to a dramatic fallin demandfor oil during
2020. The modest success of COVID-19 restrictions and mitigation protocols in slowing the spread of thevirus and
the recent development and ongoing distribution of vaccines to combat COVID-19 haveresulted in the easing of
lockdowns and restrictions in someareas, aswellas a gradual increase in demandfor oil. However, the increase in
demand has beentempered by struggling economies in parts of the globe remaining in various stagesof lockdown
dueto a resurgence in COVID-19cases.

Commodity prices have risen modestly since the start of the second quarter of 2020, primarily due to an
agreementreached by the Organization of Petroleum Exporting Countries and otheroilproducing nations on oil
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productionquotas. The production cutsagreed to in April 2020 were subject to ataperingplan that increased oil
productionatpoints duringthe remainder of 2020 and into 2021. As of the date ofthisreport,the price for Brent
crude oil had risen to the $60-per-barrel range, buoyed by optimism resulting from the rollout of COVID-19
vaccinesanda January 2021 agreementby Saudi Arabia to reduce oil production to partially offset an increase in
Russian production. Despitethe modest recovery in commodity price since the first quarter of2020, some analysts
expect downward pressureon oil prices to persist in 2021 due to continuing concerns relatedto COVID-19and the
uncertain longevity of oil production quotas. Some industry analysts also predictthat oil demandrecovery/growth
will be slowed by increasing fuel efficiency standards and decarbonization efforts. Asa result, depressed commodity
prices could continue for the foreseeable future.

As a result of low commodity prices and uncertain global demand, many exploration and production companies,
includingsome of our customers, madesignificantreductions in their capital spending programs in 2020, resulting
in the early release of some offshore rigs from drilling programs or termination of contracts. Other drilling programs
were pausedor puton hold in response to the need for COVID-19 containment. Some industry analysts predict that
capital spending programs in 2021 will remainflator perhaps decline compared to 2020. Given the continued
uncertaintyaround COVID-19 and other macroeconomic factors, many customers have elected to defer previously
sanctioned offshoredrilling projects, which negatively impacts utilization.

At the end of 2020, based onindustry reports, global floater contracted utilizationwas approximately 60%, with
126 of 212 available rigs contracted. In addition, industry analysts report that 26 floater rigs remain on order, with
no floaterdeliveries havingoccurredin 2020. Only two of the twelve rigs on order scheduled fordelivery in 2021
have beencontracted for future work. The remaining rigs on order, none of whichare contracted for future work, are
scheduledfordelivery in 2022 and 2023. Industry analysts also estimate thatavailable rig supply will increase in
2021 asmorethan50 of the currently contracted floaters willcompletetheir contracts during the year and be
available, increasing competition. To manage supply and reduce expenses in an oversupplied and highly competitive
market, drilling contractors retired 24 floaters during 2020 based on industry data. Additionally, during periods of
rig oversupply, it isnot uncommon fora drilling contractor to electto forego upcoming special surveys of rigs
rolling off contract with no futurework, resultingin the cold stacking or ultimate retirement of arig. Historically,
Ehe longera drilling rig remains coldstacked, the cost of reactivation increases and the likelihood of reactivation

ecreases.

During 2020, we recognized asset im pairments aggregating $842.0 million to write down four semisubmersible
rigs to theirestimated fair values. If market fundamentals in the offshore oiland gas industry continue to deteriorate
or a market recovery is further delayed, we may be required torecognize additional impairment charges in future
periods. As of the date ofthis report, we havetwo cold-stacked semisubmersible rigs, one of which has not been
previously impaired. See “— Results of Operations — Impairment of Assets” and Note 4 “Asset Impairments” to our
Consolidated Financial Statements in Item 8 of thisreport.

As a result of the continuing protracted industry downturn and these challenges, we are continuing to actively seek
ways to drive efficiency, reduce non-productive timeand provide technical innovation to our customers. We expect
these innovations and efficiencies to resultin faster and safer drillingand completion of wells, leading to lower overall
well costs to the benefit of our customers.

See “— ContractDrilling Backlog” for future commitments of our rigs during 2021 through 2024.

Contract Drilling Backlog

Contractdrillingbacklog, as presented below, includes only firm commitments (typically represented by signed
contracts) and is calculated by multiplying the contracted operating dayrate by the firm contract period . Our
calculationalsoassumes full utilization of our drilling equipmentfor the contract period (excluding scheduled
shipyardandsurvey days); however, the amount of actual revenue to be earnedandthe actual periods duringwhich
revenues willbe earned will be differentthan the amounts and periods shown in the tables below due to various
factors. Utilization rates, which generally approach 92-98% during contracted periods, can be adversely impacted by
downtime dueto various operating factors including weather conditions and unscheduled downtime for repairs and
maintenance, aswellas COVID-19related delays. Contract drilling backlogexcludes revenues for mobilization,
demobilization, contract preparation and customer reimbursables. No revenueis generally earned during periods of
downtime for regulatory surveys. Changes in our contract drilling backlog between periods are generally a function
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of the performance of work onterm contracts, as well as the extension or modification of existing term contracts and
the execution of additional contracts. In addition, under certain circumstances, our customers may seekto terminate
or renegotiate our contracts, which could adversely affectour reported backlog.

See “Risk Factors — Risks Related to Our Business and Operations — We can provide no assurance that our
drilling contracts willnotbe terminated earlyor that our currentbacklog of contract drilling revenue ultimately will
be realized” in Item 1 A of this report.

The backlog information presented below does not, norisit intended to, align with the disclosures related to
revenue expectedto be recognized in the future related to unsatisfied performance obligations, which are presented
in Note 3 “Revenue from Contracts with Customers” to our Consolidated Financial Statements in Item 8 of this
report. Contractdrillingbacklogincludes only future dayrate revenue as described above, while the disclosure in
Note 3 excludes dayrate revenueand only reflects expected future revenue for mobilization, demobilization and
capital modifications to our rigs, which are related to non-distinct promises within our signed contracts.

The followingtable reflects our contract drilling backlog attributable to future operations as of January 1,2021
(based oninformation available at that time), October 1,2020 (the date reported in our Quarterly Report on Form
10-Qforthe quarterended September 30,2020),and January 1,2020 (thedatereportedin our Annual Report on
Form 10-K forthe yearended December 31,2019) (in millions).

January 1, October 1, January 1,
20210 2020% 2020
ContractDrilling Backlog $ 1,187 $ 1,169 $ 1,611

(@ Contract drilling backlog as of January 1, 2021, October 1, 2020 and January 1, 2020 excludes future
commitmentamounts totaling approximately $75.0 million, $100.0 million and $100.0 million, respectively,
payable by a customerin the form of a guarantee of gross margin to be earned onfuture contractsor by direct
payment, pursuantto terms of an existing contract.

The followingtable reflects the amount of our contractdrillingbacklog by year as of January 1, 2021 (in
millions).
For the Years Ending December 31,
Total 2021 2022 2023 2024
Contract Drilling Backlog @ $1187 $ 651 $ 397 $ 136 $ 3

@ Contractdrillingbacklogasof January 1,2021 excludes future gross margin commitments totaling an aggregate
of approximately $75.0 million for thethree-year periodending December 31,2023. Pursuantto terms of an
existing contract, these amounts are payable by a customerin the form ofa guarantee of gross margin to be
earnedon future contracts or by direct paymentatthe endof suchperiod.

The followingtable reflects the percentage of rigdays committed by yearas of January 1,2021. The percentage
of rig days committed is calculated as theratio of total days committed under contracts, as well as scheduled
shipyard, survey and mobilizationdays forallrigs in our fleet, to totalavailable days (number of rigs, including
cold-stackedrigs, multiplied by the number of days in a particular year).

For the Years Ending December 31,
2021 2022 2023 2024

Rig Days Committed 73% 40% 10% 0%

@ AsofJanuary 1,2021, includes approximately 325rigdays and 65 rigdays currently known and scheduled for
contractpreparation, mobilization of rigs, surveys and extended repairand maintenance projects for the years
2021 and 2022, respectively.

Important Factors That May Impact Our Operating Results, Financial Condition or Cash Flows

Operating Income. Our operating income is primarily a function of contract drilling revenue earned less
contractdrillingexpenses incurred or recognized. Thetwo most significant variables affectingour contract drilling
revenue are the dayrates earned and utilization rates achieved by ourrigs, each of whichis a function of rig supply and
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demand in the marketplace. These factors are not entirely withinour controland are difficult to predict. We generally
recognize revenue from dayrate drilling contracts as services are performed. Consequently, when a rig is idle, no
dayrate is earned and revenue will decrease as a result.

Revenue is affected by the acquisition or disposal of rigs, rig mobilizations, required surveys and shipyard
projects. Inconnectionwith certain drilling contracts, we may receive fees for the mobilizationand demobilization
of equipment. In addition, some of our drilling contracts require downtime before the start of the contractto prepare
the rig to meet customer requirements for which we may ormay not be compensated. We recognize these fees
ratably as services are performed over the initial term of the related drilling contracts. We defer mobilization and
contractpreparationfees received (on eithera lump-sum or dayrate basis), aswellas directand incremental costs
associated with the mobilization of equipment and contract preparation activities, andamortize each, on astraight-
line basis, overthe term of the related drilling contracts. As noted above, demobilizationrevenue expected to be
received upon contract completionis estimated and is also recognized ratably over theinitial term of the contract.

Operating income also fluctuates due to varying levels of contract drilling expenses. Ouroperating expenses
represent alldirect and indirect costs associated with the operationand maintenance of our drilling equipment,
which generally are not affected by changes in dayrates and short-term reductions in utilization. For instance, if a rig
is to be idle for a short period of time, few decreases in operating expenses may actually occur since the rig is
typically maintained in a prepared or warm-stacked state with a fullcrew. In addition,when a rig is idle, we are
responsible for certain operating expenses such as rig fueland supply boat costs, which are typically costs of our
customerwhena rigis under contract. However, if a rig is expectedto be idle foranextended period of time, we
may reduce thesize of a rig’s crew and take steps to “cold stack”the rig, which lowers expenses and partially offsets
the impact onoperatingincome. The costof cold stackinga rig can vary depending on the type ofrig. The cost of
cold stackinga drillship, for example, is typically substantially higher than the costof coldstackinganolder floater
rig.

The principal components of our operating expenses includedirect and indirect costs of labor and benefits,
repairs and maintenance, freight, requlatory inspections, boat and helicopter rentalsand insurance. Laborandrepair
and maintenance costs represent the mostsignificantcomponents of our operatingexpenses. Ingeneral, our labor
costs increase primarily due to higher salary levels, rig staffing requirements and costs associated with labor
regulations in the geographic regions in which our rigs operate. In addition, the costs associated with training
employees canbe significant. Costs to repairand maintain ourequipment fluctuate depending upon the type of
activity the drillingunit is performing, as wellas the age and condition of theequipmentand the regions in which
ourrigs are working. See “— Contractual Cash Obligations — Pressure Control by the Hour®.”

Restructuring Costs. During 2020, we incurred $60.9 million in incremental professional fees for attorneys,
financialadvisors and other professionals related to the consideration of restructuringalternatives, including the
preparation for filing of the Chapter 11 Cases and related matters, and in connection with the Chapter 11 Cases. We
expect to incur incremental costs of approximately $70 million during 2021 for similar professionalsand services.
See “—Results of Operations — Restructuring and Separation Costs” and “— Results of Operations — Reorganization
items, net.”

COVID-19 Pandemic. The mostimmediate impactandrisks to ourbusiness as a result of the COVID-19
outbreak and efforts to mitigate the spread of the virus have beento the safety of our personnel, as well as travel
restrictions that have challenged the ability to move personnel, equipment, supplies and servicepersonnel to -and-
from ourdrillingrigs. In some instances, we have asked our rig crews to quarantine in-country before offshore
rotations,aswellasto remainin country after their offshorerotation, resulting in incremental costs for salaries and
otheremployee-related expenses suchas meals and lodging. Ouremployee travel costs have alsoincreased due to
decreased passenger capacity on carriers, requiringadditional trips to move personnel. In some cases, we incur
freight surchargesto bringequipmentand suppliesto ourrigs. We havealso incurred additional coststo deep-clean
facilities, for medical personnel and to purchase medical supplies and personal protective equipment.

With respect to protecting our crews and, thus, our rig operations, we have adopted COVID-19 testing
requirements based on the regions in which ourrigs are operating that primarily require testing of all personnel prior
to an offshore rotation or travel from the U.S. to an international location. Additionally, for most of ourrigs we have
implementedthe following health protocols once personnel are onboard a rig:
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e l4-dayisolationof ourcrew priorto reporting for crew change;

e decreasedcrewchange frequency to minimize the frequency of travelandturnover of crew;
o twice daily temperature checks;

o eliminated large group meetings;

e reduced seating capacity in galley forsocial distancing;

o eliminatedself-servicing of food;

o increased frequency of disinfectantcleaning in communalareas on therig; and

e reduced numberof personnelin elevators to a maximum of four.

Inaddition, the Ocean Monarch was previously expected to commence drilling operations in Myanmarin late
March 2020. Asa result of the COVID-19 pandemic and restrictions put in place by the Republic of the Union of
Myanmar, the start of the drilling contract was delayed until December 2020. During the delay, the Ocean
Monarchwas warm stacked in Johor Bahru, Malaysia where it earned a standby rate intended to cover our daily
operating costs while waiting to commence its contract. The Ocean Monarch commenced drilling operations in
December 2020 and follows enhanced protocols intended to protect the health of the rig crew and prevent a
shutdown ofrigoperations.

During the yearended December 31,2020, we incurred incremental costs ofapproximately $12.5 million
related to the COVID-19 pandemic. We expect to incursimilar types of costsduring 2021 but cannot predict the
future financialimpact of our response to the pandemic nor its duration in this fluid environment. As such, costs
may be morethanprojected, perhaps by a materialamount.

Regulatory Surveys and Planned Downtime. Our operatingincome is negatively impacted when we perform
certain regulatory inspections, which we referto asaspecial survey, that are due every five years for most of our
rigs. The inspectioninterval for our North Searigs is two-and-one-half years. Operating revenue decreases because
these special surveys are generally performed during scheduled downtime in a shipyard. Operating expenses
increase as a result of these special surveys due to the cost to mobilize the rigs to a shipyard, inspection costs
incurred and repairand maintenance costs, which are recognized as incurred. Repairand maintenance activities may
result from the special survey or may have been previously plannedto take place duringthis mandatory downtime.
The numberofrigs undergoinga special survey will vary from year to year, as wellas from quarter to quarter.

During 2021, we expectto spend approximately 325 days of planned downtime, including approximately an
aggregate 155 days, 95 days and 55 days for mobilization and contract preparation activities for the Ocean
BlackRhino, Ocean Courage and Ocean Onyx, respectively. We also expect to spendapproximately 20 days for an
intermediate survey forthe Ocean Patriotin the first quarter of 2021. We canprovide noassurance asto the exact
timingand/or duration of downtime associated with these or other projects. See ““— Contract Drilling Backlog.”

Physical Damage and Marine Liability Insurance. We are self-insured for physical damage to rigs and
equipment caused by namedwindstorms in the U.S. Gulf of Mexico. Ifa named windstorm in the U.S. Gulf of
Mexico causes significant damage to our rigs or equipment, it could have a material adverse effecton ourfinancial
condition, results of operations and cash flows. Under our currentinsurance policy, we carry physical damage
insurance for certain losses other than those caused by named windstormsin the U.S. Gulf of Mexico for which our
deductible for physical damage is $25.0 million per occurrence. We donot typically retain loss-of-hire insurance
policies to coverourrigs.

In addition, we carry marine liability insurance covering certain legal liabilities, including coverage forcertain
personalinjury claims, and generally covering liabilities arising out of or relatingto pollution and/or environmental
risk. We believe that the policy limit for our marine liability insuranceis within the range that is customary for
companies of oursize in the offshoredrillingindustry and is appropriate for our business. Underthesepolicies our
deductibles for marine liability coverage related to insurable events arising due to namedwindstorms in the U.S.
Gulf of Mexico are $25.0 million for the first occurrence and vary in amounts ranging between $25.0 million and, if
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aggregate claims exceed certain thresholds, up to $100.0 million for each subsequent occurrence, depending on the
nature, severity and frequency of claims that might arise during the policy year. Ourdeductibles for other marine
liability coverage, including personalinjury claims not related to named windstorms in the U.S. Gulf of Mexico, are
$5.0 million for the first occurrence and vary in amounts ranging between $5.0million and, if aggregate claims
exceed certain thresholds, up to $100.0 million for each subsequentoccurrence, dependingon thenature, severity
and frequency of claims thatmight arise during the policy year.

Impact of Changes inTax Laws or Their Interpretation. We operate through our various subsidiaries in a
number of jurisdictions throughout the world. As a result, we are subject to highly complextaxlaws, treaties and
regulations in the jurisdictions in which we operate, which may change and aresubject to interpretation. Changes in
laws, treatiesand regulations andthe interpretation of such laws, treatiesand regulations may put us at risk for
future taxassessments and liabilities which could be substantialand could have amaterial adverse effect on our
financial condition, results of operations and cash flows.

Critical Accounting Estimates

Our significantaccounting policiesare includedin Note 1 “General Information”to our Consolidated Financial
Statements in Item 8 of this report. Judgments, assumptions and estimates by our management are inherent in the
preparation of our financial statements andthe application of our significant accounting policies. We believe thatour
most criticalaccounting estimates are as follows:

Property, Plant and Equipment. We carry our drilling and other property and equipment at cost, less
accumulated depreciation. Maintenance and routine repairs are charged to income currently while replacementsand
betterments thatupgrade or increasethe functionality of our existingequipment and that significantly extend the
usefullife of an existingasset, are capitalized. Significant judgments, assumptions and estimates may be required in
determiningwhether or not such replacements and betterments meet the criteria for capitalization andin detemmining
useful livesand salvage values of such assets. Changes in these judgments, assumptions and estimates could
produceresults that differ from those reported. During the years ended December 31,2020 and 2019, we capitalized
$137.4 million and $343.8 million, respectively, in replacements and betterments of our drilling fleet.

We evaluateour property and equipment for impairment whenever changes in circumstances indicate that the
carryingamountof an assetmay not be recoverable (such as, butnotlimited to, cold stackinga rig, the expectation
of cold stackinga rig in the near future, contracted backlog of lessthan one yearforarig, a decision to retire or
scrap a rig, or excess spending over budgeton a newbuild, construction project, reactivationormajorrigupgrade).
We utilize an undiscounted probability -weighted cash flow analysis in testinganasset for potential impairment. Our
assumptions and estimates underlying this analysis include the following:

e dayrate byrig;

o utilization rate byrigif active, warm-stacked or cold-stacked (expressed as the actual percentage of time
peryearthat the rigwould be used atcertain dayrates);

e theperday operatingcostforeachrigif active, warm-stacked or cold-stacked;

o theestimatedannual cost for rig replacements and/or enhancement programs;

e theestimated maintenance, inspection or other reactivation costs associated with a rig returning to work;
e salvagevalue foreachrig; and

e estimated proceeds thatmay be received on disposition of each rig.
Based on these assumptions, we develop a matrix for each rig under evaluation using multiple
utilization/dayrate scenarios, to each of which we assign a probability of occurrence. We arrive ata projected

probability-weighted cash flow for eachrigbased onthe respective matrix and compare such amountto thecarrying
value of the asset to assess recoverability.
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The underlyingassumptions and assigned probabilities of occurrence for utilization and dayrate scenarios are
developedusinga methodology thatexamines historical data for eachrig, which considers the rig’s age, rated water
depth andother attributes and then assesses its future marketability in light of the current and projected market
environment at the time of assessment. Other assumptions, such as operating, maintenance, inspection and
reactivation costs, are estimated using historical data adjusted for known developments, costprojections for re-entry
of rigs into the marketand futureevents thatare anticipated by managementatthe time of the assessment.

Management’s assumptions are necessarily subjective and are an inherent part of our asset impairment
evaluation, and the use of different assumptions could produce results that differ from those reported. Our
methodology generally involves the use of significant unobservable inputs, representative ofa Level 3 fair value
measurement, which may include assumptions related to future dayrate revenue, costsandrig utilization, quotes
from rig brokers, the long-term future performance of our rigs and future market conditions. Management’s
assumptions involve uncertainties about future demand for our services, dayrates, expenses and other future events,
and management’s expectations may not be indicative of future outcomes. Significant unanticipated changes to these
assumptions could materially alter ouranalysis in testingan asset for potential impairment. For example, changesin
market conditions that exist at the measurement date or thatare projected by management could affect our key
assumptions. Other events or circumstances that could affect our assumptions may include, butarenotlimited to, a
furthersustained decline in oiland gas prices, cancelations of our drilling contracts or contracts of our competitors,
contractmodifications, coststo comply with new governmental regulations, capital expenditures required due to
advances in offshore drilling technology, growth in the global oversupply of oiland geopolitical events, such as
lifting sanctions on oil-producing nations. Should actual market conditions in the future vary significantly from
market conditions used in our projections, our assessment ofimpairmentwould likely be different.

During 2020, we recorded anaggregate impairment charge of $842.0 million relatingto fourdrilling rigs. We
did not incuran impairment lossin 2019. See “— Results of Operations — Impairment of Assets”and Note 4 “Asset
Impairments” to our Consolidated Financial Statements in Item 8 of this report.

Income Taxes. We account for income taxes in accordance with accounting standards that require the
recognition of the amount of taxes payable or refundable forthe current yearandanasset and liability approach in
recognizingthe amountof deferredtax liabilities and assets for the future tax consequences of events that havebeen
currently recognized in our financial statements or tax returns. In each of our tax jurisdictions we recognize a current
tax liability orassetfortheestimated taxes payable or refundable on taxreturns forthecurrent yearand a deferred
tax asset or liability for theestimated future tax effects attributable to temporary differences and carryforwards.
Deferred taxassets are reduced by a valuationallowance, if necessary, which is determined by theamount of any tax
benefits that, based on available evidence, are notexpected to be realizedundera “more likely thannot” approach.
We make judgments regarding future events and related estimates especially asthey pertain to the forecasting of our
effective taxrate, the potential realization of deferred tax assets such as netoperating loss carryforwards, utilization
of foreign tax credits, and exposure to thedisallowance of items deducted ontax returns upon audit.

In several of the international locations in which we operate, certain of our wholly -owned subsidiaries enter into
agreements with other of ourwholly-owned subsidiaries to provide specialized services and equipmentin support of
our foreign operations. We apply a transfer pricing methodology to determinethe arm’s length amountto be charged
forprovidingthe services and equipmentand utilize outside consultants to assistus in the development of such
transfer pricing methodologies. In most cases, thereare alternative transfer pricingmethodologies that could be
applied to these transactions and, if applied, could result in different chargeable amounts.
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Results of Operations

Our operatingresults for contract drilling services are dependent on three primary metrics or key performance

indicators: revenue-earning, or R-E, days, rig utilization and average daily revenue. The following table presents
these three key performance indicators and other comparative data relating to our revenues and operating expenses (in
thousands, except days, daily amounts and percentages).

REVENUE-EARNING DAYS ™
UTILIZATION®
AVERAGE DAILY REVENUE @

CONTRACT DRILLING REVENUE
REVENUE RELATED TO REIMBURSABLE
EXPENSES
TOTAL REVENUES
CONTRACT DRILLING EXPENSE,
EXCLUDING DEPRECIATION
REIMBURSABLE EXPENSES
OPERATING LOSS
Contractdrilling services, net
Reimbursable expenses, net
Depreciation
Generaland administrative expense
Impairmentof assets
Restructuringand separation costs
Gain (loss) on disposition of assets
Total Operating Loss
Otherincome (expense):
Interest income
Interest expense, net of amounts capitalized
Foreign currency transaction loss
Reorganization items, net
Other, net
Loss before income tax benefit
Income tax benefit
NET LOSS

(€]

2

2020 Comparedto 2019

Year Ended December 31,

2020 2019
2,936 3,317
59% 56%
$ 227,000 $ 272,600
$ 692,753 $ 934,934
40,934 45,710

$ 733687 $ 980,644

$ 618553 $ 793412
$ 38900 $ 45016
$ 74200 $ 141522

2,034 694

(320,085)  (355,596)
(56,925) (67,878)

(842,016) —
(17,724) —
7,375 (1,072)
$(1,153,141) $ (282,330)
484 6,382
(42,585)  (122,832)
(4,498) (3,936)
(76,910) —
560 702
(1276,000) ~ (402,014)
21,186 44,800

$(1,254,904) $ (357,214)

An R-E day isdefinedasa 24-hour period during which a rigearns a dayrate after commencementof operations
and excludes mobilization, demobilization and contract preparation days.

Utilization is calculated as the ratio of total R-E days divided by the total calendar days in the period for all
specified rigsin our fleet (including two cold-stacked floater rigs at both December 31,2020and 2019).
Average daily revenueis definedastotal contract drilling revenuefor all of the specified rigs in our fleet per R -

ContractDrilling Revenue. Contractdrilling revenue decreased $242.2 million in 2020 compared to 2019,

primarily dueto lower average daily revenueearned ($138.3 million) and 381 fewer R-E days ($103.9 million). The
decreasein average daily revenue was primarily due to boththe Ocean BlackHometand Ocean BlackLion starting new
contracts in 2020 at significantly lower dayrates than therigs’ previouscontractsandthe Ocean Monarch earning a
reducedstandby rate during most of 2020 dueto COVID-19related delays. R-E days decreased, compared to 2019,
primarily due to cold stacking the Ocean Valiant and Ocean GreatWhite (an aggregate 507 fewer R-E days)
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and incremental downtime attributable to the warm stacking of rigs between contracts (450 fewer R-E days), partially
offset by incremental R-E days for the Ocean Endeavor (180 additional R-E days), which was reactivated for a new
contractthatcommenced during the second quarter of 2019, less downtime for planned shipyard projectsand
mobilization of rigs (266 additional R-E days) and less unplanned downtime forrigrepairs and maintenance (130
additional R-E days). Thedeclinein revenues during 2020 was partially offset by revenue recognized during the first
quarter of 2020 related to the reimbursement of withholding taxesrelated to one of our rigs in Brazil ($8.8 million).

ContractDrilling Expense, Excluding Depreciation. Contract drilling expense, excluding depreciation, decreased
$174.9 million during 2020 compared t0 2019, primarily due to lower amortization of previously deferred contract
preparation and mobilization costs ($73.2 million), primarily related toa 2019 contract in the U.K. for the Ocean
GreatWhiteand contractcompletions in 2020, combined with lower costs for repairs, maintenance and inspections
($45.6 million), labor and personnel ($21.3 million), equipment rentals ($6.6 million), the absence ofa contingent loss
reserve fora non-incometax assessmentin 2019 ($7.1 million) and other decreased rig costs ($10.6 million). The
overallreductionin rig operating expenseduring 2020 also reflected a reductionin shorebase and overhead costs
related to restructuring efforts ($27.0 million) in 2020. These costreductions were partially offset by an increase
in otherrigmoving costs, including fuel ($16.5 million).

Depreciation Expense. Depreciation expense for 2020 decreased $35.5 million compared to 2019. The net
reductionin depreciationexpensewas primarily due to a lower depreciable asset basein 2020as a result of asset
impairments recognized during the first quarter of 2020.

Generaland Administrative Expense. General and administrative expense decreased $1 1.0 million during 2020
comparedto 2019, primarily dueto reduced payroll costs associated with recent restructuring efforts ($3.5 million),
lower travel costs dueto COVID-19 related restrictions ($1.7 million) anda netdecreasein other administrative
costs ($5.8 million), including reduced costs associated with our services agreementwith Loews Corporation, which
wasterminated on April 24, 2020.

Impairment of Assets. During the first quarter of 2020, we recognized an aggregate impairment charge of
$774.0 million to write down four of our drilling rigs with indicators of impairmentto their estimated fair values.
We recognized anadditional $68.0 million impairment charge during thefourthquarterof 2020, to further write
down the carrying value of one rig previously impaired during the first quarter of 2020 based on additional
informationregarding future opportunities fortherig. See Note 4 “Asset Impairments” and Note 8 “Financial
Instrumentsand Fair Value Disclosures” to our Consolidated Financial Statements in Item 8 of this report.

Restructuring and Separation Costs. Priorto the Petition Date, we incurred $7.4 million in legal and other
professional advisor fees in connection with the consideration of restructuringalternatives, including the preparation
forfiling of the Chapter 11 Cases and related matters. Also, during 2020, we initiated a plan to reduce the number of
employees in our world-wide organization in an effort to restructure our business operationsand reduce operating
costs. Asa result of thisinitiative, we incurred costs of $10.3 million during2020, primarily for severance and
related costs associated with a reductionin personnel in our corporate offices, warehouse facilities and certain of our
international shorebase locations. See Note 14 “Restructuring and Separation Costs” to our Consolidated Financial
Statements in Item 8 of thisreport.

Interest Expense. Interest expensefor2020decreased $80.2 million compared to 2019, primarily dueto
decreasedinterestrecognized on our Senior Notes and Revolving Credit Facility in 2020 ascompared to 2019. We
ceased accruing interest expense on our senior unsecured debt and borrowings under the Revolving Credit
Agreement upon filingthe Chapter 11 Caseson April 26,2020. Asa result, we did notrecord $76.7 million and
$21.3 million of contractual interest expense related to our Senior Notesand borrowings drawn in 2020 under
our Revolving Credit Agreement, respectively, for 2020. See Note 2 “Chapter 11 Proceedings”to our Consolidated
Financial Statements in Item 8 of this report.

Reorganization Items, net. We recognized $76.9 million in expenses and other net losses directly relatedto the
Chapter 11 Casesin 2020, primarily consisting of incremental professional fees ($53.5 million) incurred and the
write-off of debt issuance costs associated with our Senior Notes ($27.6 million), partially offsetby netgainsrelated
to vendor settlements and purchase order cancellations ($4.2 million). See Note 2 “Chapter 11 Proceedings” to our
Consolidated Financial Statements in Item 8 of thisreport.
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Income TaxBenefit. We recorded a netincome tax benefit of $21.2 million (1.7%effective tax rate) for 2020,
comparedto anincometax benefit of $44.8 million (11.1% effectivetaxrate) for 2019. The tax benefit for 2020
includeda nettax benefit of $9.7 million due toa partial release of a previously recognized valuation a llowance and tax
rate change, asaresultof the Coronavirus Aid, Relief and Economic Security Act, orthe CARES Act. The CARES
Actwassigned into lawonMarch 27,2020 andallowed a carryback of net operating lossesgenerated in 2018, 2019
and 2020to eachofthefivepreceding taxable years. Income tax benefit for 2019includeda net $14.2millionincome
tax benefit associated with the reduction in our estimate of our transition tax liability pursuant to final regulations
issued by the Internal Revenue Servicein June 2019.

Otherthanthese discrete tax amounts, thereduction in the effectivetax ratein 2020, compared to 2019, was in
large partdueto $842.0 millionin impairmentchargesrecognized in 2020, with no tax benefit, and incremental
valuationallowances recorded in 2020 of $ 69.2 million, compared to $30.7 million in 2019.

Liquidity and Capital Resources

As of January 1, 2021, our contractual backlogwas $1.2 billion, of which $0.7 billion is expected to be realized
in 2021. At December 31,2020, we had cashavailable for current operations of $405.9 million.

The termsof the PSA enteredinto on January 22, 2021 stipulate that uponemergence from the Chapter 11
Cases, the reorganized Company will enter into new exit financing facilities consisting of:

(@) a $300.0million to $400.0 million aggregate principalamount first lien, first out exit revolving credit facility
(or Exit Revolving Credit Facility), plusa commitment fee of approximately $3.5million payable in kind in
the form of additional drawn commitments under the Exit Revolving Credit Facility, which shall increase
both the amountof drawn and total commitments thereunder, in exchange for providing such new money
commitments.;

(b) 2 $100.0 million to $200.0 million aggregate principalamount first lien, last outexit term loanfacility ; and

(c) $110.0million aggregate principalamount in first lien, last out exit notes (or Exit Notes)plus $9.9 million
aggregate principalamount of additional Exit Notes issuedon accountof the Commitment Premium (as
defined in the Backstop Agreement) payable in kind in the form of additional Exit Notes..

The PSA contemplates that (i) the Exit Revolving Credit Facility will be fully committed, with up to $100.0
million drawn as of the Effective Date, asdefinedin the Plan included in the PSA, and (ii) $75.0 million of the Ex it
Notes will be issued andoutstanding as of the Effective Date, excluding $9.9 million aggregate principalamount of
additional Exit Notes issued onaccountof the Commitment Premium, while $35.0 million of the Exit Notes will
remain fully committed but undrawn as of the Effective Date and will be available through a delayed draw
mechanism pursuantto theterms of the Exit Notes.

See Note 18 “Subsequent Event”to our Consolidated Financial Statements in Item 8 of this report.

Although we anticipate that the financial restructuring pursuant to our Chapter 11 Caseswill helpaddress our
liquidity concerns, uncertainty remains over the Bankruptcy Court's approval and our successful implementation of
the Plan andtherefore substantial doubtexists as to our ability to continueas a going concern at thistime. Financial
informationin this report has been prepared on the basis that we will continue as a going concern, which presumes
thatwe will be able to realize ourassetsand discharge our liabilities in the normal course of businessasthey come
due. Financial information in this report does not reflect the adjustments to the carrying values of assets and
liabilities and thereported expenses and balance sheet classifications thatwould be necessary if we were unable to
realize ourassets and settle our liabilitiesas a goingconcernin the normal course of operations. Such adjustments
could be material. Ourlong-term liquidity requirements, the adequacy of capital resources and ability to continueas
a goingconcern aredifficult to predictat thistime and ultimately cannot be determined until the Plan, or another
Chapter 11 plan of reorganization, has beenapproved by the Bankruptcy Court. If our future sources of liquidityare
insufficient, we could face substantial liquidity constraints and could be unable to continue asa goingconcern and
would likely be required to significantly reduce, delay or eliminate capital expenditures, implement further cost
reductions, or seek other financing a lternatives.
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Our worldwide cashbalances are available to finance both our domestic and foreign activities. If and when
circumstances require, we expect to record thewithholding tax impactassociated with the potential distribution of
earnings of our foreign subsidiaries; however, we havenotprovided income tax on theoutside basis difference of
our international subsidiaries as management does not intend to dispose of these subsidiaries and structuring
alternatives existto mitigateany potential liability should a disposition take place.

We have historically invested a significant portion of our cash flows in the enhancement of our drilling fleet and
ourongoingrig equipment replacement and capital maintenance programs. The amount of cash requiredto meetour
capital commitments is determined by evaluating the need to upgrade our rigs to meet specific customer
requirementsand our rig equipmentenhancement, maintenance and replacement programs. We make periodic
assessments of our capital spending programs based on current and expected industry conditions and our cash flow
forecast.

Sources and Uses of Cash

Our operating activities provided net cash of $8.4 million in 2020. Our other sources of cash during the year
were borrowings under the Revolving Credit Agreement ($436.0 million) and proceeds from thesales of the Ocean
Confidence ($4.6 million), our corporate headquarters office building in Houston, Texas ($7.5million) and Trinidad
bonds ($5.9million). See “- Credit Agreements”and Note 5 “Supplemental Financial Information” and Note 10
“Credit Agreements and Senior Notes”to our Consolidated Financial Statements in I1tem 8 of thisreport.

We used cash aggregating $189.5 million for capital expenditures during 2020.

Cash Flow from Operations. Cash flow from operations in 2020 decreased $0.7 million compared to 2019,
primarily due to lower cash receipts for contract drilling services ($157.2 million), combined with collateral deposits
madein support of certain outstanding surety and other bonds and letters of credit ($18.3 million). The reduction in
operating cash inflows was partially offset by the favorable effects of lower net cash expenditures for contract
drilling, shorebasesupport and general and administrative costs in 2020 compared to 2019 ($125.4million) and the
receipt of cashincome tax refunds, netof payments ($30.6 million) in 2020 compared to netcash taxes paid ($18.8
million)in 2019.

Upgrades and Other Capital Expenditures. As of the date of this report, we expect cash capital expenditures in
2021 to be approximately $120 million to $150 million. Planned spending in 2021 associatedwith projects under
our capital maintenance and replacement programs includes equipment upgrades for the Ocean BlackRhino, Ocean
BlackLion and Ocean Courage.

Credit Agreements. Effective March 17,2020, we terminated our $225.0 million revolving credit agreement,
which was scheduled to mature on October 22, 2020. At the time of termination, there were no borrowings
outstandingunder thefacility. We did not incur any early termination penalties in connectionwith the termination
and wrote off $0.5million in deferred arrangement fees associated with the facility.

In March 2020, we borrowed $436.0 million under our $950.0 million senior 5-year Revolving Credit
Agreement, which we entered into on October 2, 2018. The principal and interest under the Revolving Credit
Agreement became immediately due and payable uponfiling of the Chapter 11 Cases, which constituted anevent of
default under the Revolving Credit Agreement. However, any efforts to enforce such payment obligations are
automatically stayedasaresult of thefiling of the Chapter 11 Cases, andthe creditors’ rights of enforcement in
respect of the Revolving Credit Agreement are subject tothe applicable provisionsoftheBankruptcy Code. The
outstandingborrowings and accrued interest havebeenpresented as “Liabilities subject to compromise” in our
Consolidated Balance SheetsatDecember 31,2020.

Additionally, asa result of thefiling of the Chapter 11 Cases, we received notificationon April 28, 2020 that
the commitments under our Revolving Credit Agreementhadbeenreduced from $950million to approximately
$442.0 million, representing the amount of borrowings outstanding plus the value of a $6.0 million financial letter of
credit, which was issued in January 2020 under the Revolving Credit Agreement in support of a previously issued
surety bond.
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See Note 10 “Credit Agreements and Senior Notes”to our Consolidated Financial Statements in [tem 8 of this
report.

Senior Notes. As of December 31,2020, we hadanaggregate $2.0billion in Senior Notes outstanding with
stated maturities at various times beginning in 2023 through 2043. The filingof the Chapter 11 Cases constituted an
event of default thataccelerated the Company’s obligations under our Senior Notes. As a result, the principal and
accrued interest thereon are immediately due and payable and have been presented as “Liabilities subject to
compromise” in our Consolidated Balance Sheets at December31,2020. However, any efforts to enforce such
paymentobligations are automatically stayedasa result of thefilingof the Chapter 11 Cases, and the creditors’
rights of enforcement in respect of the Senior Notes aresubject to theapplicable provisions of the Bankruptcy Code.

See Note 10 “Credit Agreements and Senior Notes”to our Consolidated Financial Statements in [tem 8 of this
report.

CreditRatings

Following the commencement of the Chapter 11 Cases, Moody’s Investors Service, Inc. and S&P Global
Ratings lowered our credit ratings to default status. They subsequently withdrew our issued credit ratings and
outlookandhavediscontinuedtheir rating coverage of the Company.

Contractual Cash Obligations
The followingtable sets forth our contractual cash obligations at December 31,2020 (in thousands).

Payments Due By Period

Contractual Obligations @ Total 2021 20222023 2024-2025 _Thereafter
Senior notes (principaland interest) @ $3,726909 $234,784 9$476,125 $708,875 $2,307,125
Credit facility borrowings 466,365 466,365 — — —
Well Control Equipment services agreement 211,162 39,113 78,227 78,334 15,488
Operating leases 181,080 33,320 65,176 60,949 21,635
Totalobligations $4,585516 $773,582 $619,528 $848,158 $2,344248

@ The above table excludes $55.8 million of total net unrecognized tax benefits related to uncertain tax positions
that could resultin a future cash payment as of December31,2020. Dueto the high degree of uncertainty
regardingthe timing of future cash outflows associated with the liabilities recognized in thesebalances, we are
unable to make reasonably reliable estimates of the period of cash settlement with the respective taxing
authorities.

@ Contractual obligations related to our Senior Notes are presented in the table above inaccordance with their
stated maturities. However, the filing of the Chapter 11 Cases constituted an event of default that accelerated
the Company’s obligations under our Senior Notes. Asa result, the principalandaccruedinterest thereon are
immediately due and payable and have been presented as “Liabilities subject to compromise” in our

Consolidated Balance Sheets at December 31, 2020.

@ Includesunpaid interest onour Senior Notes through December 31,2020 of which $45.0 million represents
accruedinterest recognized prior to the Petition Dateand $76.7 million of contractual interest expenserelating
to the period after the Petition Date, which has notbeen recorded in our Consolidated Statements of Operations

forthe yearended December 31, 2020.

@) Contractual obligations under our Revolving Credit Agreement include outstanding borrowings in the aggregate
amount of $436.0 million and unpaid interestaccrued through December 31, 2020, including $2.7 million of
accruedinterest recognized priorto the Petition Dateand $21.3 million of contractual interest expenserelating
to the period after the Petition Date, which has notbeen recorded in our Consolidated Statements of Operations
forthe yearended December 31,2020. However, the exactamount of interestrelatingto the period after the
Petition Date is subject to final determination in accordance with the Plan.
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Pressure Control by the Hour®. In 2016, we entered into a ten-yearagreement with a subsidiary of Baker
Hughes Company (formerly known as Baker Hughes, a GE company), or Baker Hughes, to provide services with
respect to certain blowout preventer and related well control equipment, or Well Control Equipment, on our four
drillships. Such services include managementof maintenance, certification and reliability with respectto such
equipment. In connection with the contractual services agreement, we sold the Well Control Equipment on our
drillships to a Baker Hughes subsidiary and are leasing it back over separate ten-year operating leases for
approximately $26 million peryear in the aggregate. Collectively, we refer to the contractual services agreementand
corresponding operating lease agreements with the Baker Hughes affiliate as the “PCbtH program.” See Note 11
“Commitments and Contingencies,” Note 12 “Leases and Lease Commitments” and Note 18 “Subsequent Event” to
our Consolidated Financial Statementsin Item 8 of this report.

Except for our contractual requirements under the PCbtH program discussed above, we hadno other purchase
obligations for major rig upgrades orany other significantobligationsatDecember 31, 2020, except for those
related to our direct rigoperations, which arise during the normal course ofbusiness.

Other Commercial Commitments - Letters of Credit

We were contingently liable as of December 31, 2020 in the amount of $32.5 million under certain tax,
performance, supersedeas, VAT and customs bonds and letters of credit. Agreements relating to approximately
$24.2 million of customs, tax, VAT and supersedeas bonds canrequire collateralatany time, while the remaining
agreements, aggregating $8.3 million, cannotrequire collateral except in events of default. During the year ended
December 31,2020, a $6.0 million financial letter of credit was issued on our behalf as collateralin support of our
outstanding surety bonds. The financial letter of credit was drawn on by the beneficiary in January 2021 and was
convertedto anadjusted baserate loan under our Revolving Credit Agreement. During2020, we also made cash
collateral deposits of $17.5 million with respect to other bonds and letters of credit, which arerecorded in “Other
assets” in our Consolidated Balance Sheets at December 31, 2020. The table below provides a list of these

obligationsin U.S. dollarequivalentsandtheirtime to expiration (in thousands).
For the Years Ending

December 31,
Total 2021 2022

Other Commercial Commitments

Tax bonds $ 15172 $ 2512 $ 12,660

Performance bonds 7,100 7,100 —

Collateral letter of credit 6,034 6,034 —

Supersedeas bonds 2,600 2,600 —

Customsbonds 1512 1,512 —

Other 97 — 97
Total obligations $ 32515 $ 19,758 $ 12,757

Off-Balance Sheet Arrangements
At December31,2020and 2019, we had no off-balance sheet debtor other off-balance sheet arrangements.

Other

Operations Outsidethe U.S. Our operations outsidethe U.S. accounted forapproximately 54%,47%and 41 %
of ourtotal consolidated revenues for the years ended December 31,2020, 2019 and 2018, respectively. See “Risk
Factors— Regulatory and Legal Risks — Significant portions of our operations are conducted outside the U.S. and
involveadditional risks not associated with U.S. domesticoperations”in Item 1 A of this report.

CurrencyRisk. Some of our subsidiaries conduct a portion of theiroperations in the local currency of the
countrywhere they conductoperations, resulting in foreign currency exposure. Currency environments in which we
currently have or previously had significantbusiness operations include Australia, Brazil, Egypt, Malaysia, Mexico,
Trinidad and Tobago and the U.K., creating exposureto certain monetary assets and liabilities denominated in
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currencies otherthanthe U.S. dollar. These assetsand liabilities are revalued based on currency exchange rates at
the end of the reporting period.

To reduce our currency exchange risk, we may, if possible, arrangefora portionof our internationalcontracts
to be payable to usin localcurrency in amounts equal to our estimated operating costs payable in local currency,
with the balance of the contractpayable in U.S. dollars. The revaluation of liabilitiesdenominated in currencies
otherthanthe U.S. dollar related toforeign income taxes, including deferred tax assets and liabilitiesanduncertain
tax positions, is reportedas a component of “Income tax benefit” in our Consolidated Statements of Operations.
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Forward-Looking Statements

We or our representatives may, fromtimeto time, eitherin this report, in periodic press releases orotherwise,
makeorincorporate by reference certain written or oral statements that are “forward-looking statements” within the
meaning of Section 27 A of the Securities Act of 1933, asamended, or the Securities Act,and Section 21E of the
Exchange Act. All statements other than statements of historical fact are, or may be deemed to be, forward-looking
statements. Forward-looking statements include, withoutlimitation, any statementthat may project, indicate or
imply future results, events, performance or a chievements, and may contain or be identified by the words “expect,”
“intend,” “plan,”“predict,” “anticipate,” “estimate,” “believe,” “should,” “could,” “may,” “might,” “will,” “will be,”
“will continue,” “will likely result,” “project,” “forecast,” “budget” and similar expressions. In addition, any
statement concerning future financial performance (including, without limitation, future revenues, earnings or
growth rates), ongoing business strategies or prospects, and possible actions takenby oragainstus are also forward-
looking statements as so defined. Statements made by us in this report that contain forward-looking statements may
include, butare not limitedto, information concerning our possible orassumed future results of operations and
statements about the following subjects:

e ourability to continue asa goingconcern;

e any potential debt restructuring and refinancingandaccess to sources of liquidity, includingthe PSA and
the restructuringand new exit financing facilities contemplated by the PSA,

e ourability to obtain Bankruptcy Court approval with respect to motions or other requests made to the
Bankruptcy Court in the Chapter 11 Cases, including maintaining strategic controlas debtors-in-possession
and the outcomes of Bankruptcy Court rulings orthe Plan andthe Chapter 11 Cases in general;

e delaysinthe Chapter11 Cases;

e ourability to confirmand consummate the Plan orany other plan of reorganization that restructures our
debt obligations to address our liquidity issues and allows emergence from the Chapter 11 Cases;

o the effects of the Chapter 11 Cases on our operations, including our relationships with employees,
regulatory authorities, customers, suppliers, banks, insurance companies and other third parties, and
agreements;

o theeffectsofthe Chapter 11 Cases on the Companyanditssubsidiariesand onthe interests of various
constituents, including holders of our common stock and debt instruments;

o the length of time that we will operate under Chapter 11 protection and the continued availability of
operating capital duringthe pendency ofthe proceedings;

o theactionsanddecisions of creditors, regulators and other third parties thathave aninterest in the Chapter
11 Cases;

e increased advisory costs to execute the Plan or any other plan of reorganization and increased
administrative and legal costs related to the Chapter 11 Casesand other litigation and the inherent risks
involved in a bankruptcy process;

o restrictionsimposed on us by the Bankruptcy Court;

o theimpact ofthedelisting of our common stock by the New York Stock Exchange on the liquidity and
market price of our commonstock;

o market conditions andthe effectof such conditions on our futureresults of operations;
e sourcesand usesof and requirements for financial resources and sources of liquidity;
e customerspending programs;

o business plans or financial condition of our customers, including with respect to or as a result of the
COVID-19 pandemic;

e contractual obligations and future contract negotiations;
e interestrate andforeign exchangerisk;
e operationsoutsidethe United States;
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business strategy;

growth opportunities;

competitive position including, withoutlimitation, competitiverigs enteringthe market;
expected financial position;

cash flows and contract backlog;

future amounts payable by a customer in the form of a guarantee of grossmargintobe earned on future
contracts or by direct payment, pursuantto terms of an existing contract, including the timingand revenue
associated therewith;

idling drilling rigs or reactivating stackedrigs;

outcomes of litigation and legal proceedings;

declaration and payment of dividends;

financingplans;

market outlook;

commodity prices;

tax planningandeffects ofthe Tax Cutsand Jobs Act andthe CARES Act;

changes in tax laws and policies or adverse outcomes resulting from examination of our tax returns;
debt levelsandtheimpact of changes in the credit markets and credit ratings for usand our debt;
budgets for capitaland other expenditures;

duration andimpacts of the COVID-19 pandemic, lockdowns, re-openings and any other related actions
taken by businesses and governments that may impact our business, operations, supply chain and
personnel, financial condition, results of operations, cash flows and liquidity;

expectations regarding our plans andstrategies, including plans, effects and other matters relating to the
COVID-19 pandemic;

timingand duration of required regulatory inspections for our drilling rigs and other planned downtime;
process and timing foracquiring regulatory permits and approvals for our drilling operations;
timingand costof completionof capital projects;

delivery datesanddrilling contracts related to capital projects;

plansand objectives of management;

scrappingretired rigs;

asset impairments and impairment evaluations;

assetsheld forsale;

ourinternal controlsand internal control over financial reporting;

performance of contracts;

compliance with applicable laws; and

availability, limits and adequacy of insurance or indemnification.
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These types of statements are based on current expectations about futureevents and inherently are subject to a
variety of assumptions, risks and uncertainties, many of which are beyond our control, thatcould cause actual results
to differ materially from those expected, projected or expressed in forward-lookingstatements. These risks and
uncertainties include, among others, the following:

those described under “Risk Factors” in Item 1 A;
ourability to continue as a goingconcern;

ourability to consummate the Plan and the restructuring and new exit financing facilities contemplated by
the PSA;

risks that ourassumptions and analyses in the Plan orany other plan of reorganization are incorrect;

risks associated with third-party motions or objections in the Chapter 11 Cases, which mayinterfere with
ourability to confirm and consummate a plan of reorganizationand restructuring generally;

the potential adverse effects of the Chapter 11 Cases onour liquidity, results of operations, access to capital
resources or business prospects;

ourability to obtain the Bankruptcy Court’s approval with respectto the Plan and other motions or requests
madeto the Bankruptcy Courtin the Chapter 11 Cases;

the impact ofthe COVID-19 outbreak or future epidemics on ourbusiness, including the potential for
worker absenteeism, facility closures, work slowdowns or stoppages, supply chain disruptions, a dditional
costsand liabilities, delays, our ability to recover costs under contracts, insurance challenges, and potential
impacts on access to capital, markets and the fair value of our assets;

generaleconomic and business conditions and trends, including recessions and adverse changes in the level
of international trade activity;

the continuing protracted downturn in our industry and the expected continuation thereof;
worldwide supply anddemandforoiland natural gas;

changesin foreign and domestic oiland gas exploration, development and production activity;
oil and natural gas price fluctuations and related marketexpectations;

the ability of OPEC+to set and maintain production levelsand pricing, and the level of productioninnon -
OPEC+ countries;

policies of various governments regarding exploration and development of oiland gas reserves;
inability to obtain contracts for our rigs thatdo nothave contracts;

the inability to reactivate cold-stacked rigs;

the cancellation or renegotiation of contracts included in our reported contractbacklog;
advances in exploration and development technology;

the worldwide political and military environment, including, forexample, in oil-producing regions and
locations where ourrigs are operatingor are in shipyards;

casualty losses;
operatinghazards inherent in drilling for oil and gas offshore;

the risk of physical damage to rigs and equipment caused by named windstorms in the U.S. Gulf of
Mexico;

industry fleetcapacity;

market conditions in the offshore contractdrilling industry, including, without limitation, dayrates and
utilization levels;

competition;

changesin foreign, political, socialand economic conditions;
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risks of international operations, compliance with foreign laws and taxation policies and seizure,
expropriation, nationalization, deprivation, malicious damage or other loss of possession or use of
equipment and assets;

risks of potential contractual liabilities pursuant to our various drilling contracts in effect fromtime totime;
customer or supplier bankruptcy, liquidation or other financial difficulties;

the ability of customersand suppliers to meet their obligations to us and our subsidiaries;

collection of receivables;

foreign exchange and currency fluctuations and regulations,and the inability to repatriate income or
capital;

risks of war, military operations, other armed hostilities, sabotage, piracy, cyber-attack, terrorist acts and
embargoes;

changes in offshore drilling technology, which could require significant capital expenditures in order to
maintain competitiveness;

reallocation of drillingbudgets away from offshore drilling in favor of other priorities such as shale or other
land-based projects;

regulatory initiatives and compliance with governmental regulations including, without limitation,
regulations pertaining to climate change, greenhouse gases, carbon emissions orenergy use;

compliance with and liability under environmental laws and regulations;
uncertainties surrounding deepwater permitting and explorationand developmentactivities;

potential changes in accounting policies by the Financial Accounting Standards Board, SEC, orregulatory
agencies forourindustry whichmay cause us to revise our financialaccountingand/or disclosures in the
future, and which may change the way analysts measure our business or financial performance;

development and increasing adoption of alternative fuels;
customer preferences;

risks of litigation, tax audits and contingencies and the impact of compliance with judicial rulingsand jury
verdicts;

cost, availability, limits and adequacy of insurance;

invalidity of assumptions used in the design of our controlsandprocedures and the risk that material
weaknesses may arise in the future;

business opportunities thatmay be presentedto and pursued or rejected by us;
the results of financing efforts;

adequacy andavailability of our sources of liquidity;

risks resulting from ourindebtedness;

public healththreats;

negative publicity; and

impairments of assets.

The risks and uncertainties included here are not exhaustive. Other sections of this report and our other filings
with the SEC include additional factors that could adversely affect our business, results of operationsandfinancial
performance. Given these risks and uncertainties, investors should not place undue reliance on forward -looking
statements. Forward-looking statements included in this report speak only as of the date of this report. We expressly
disclaim any obligationorundertakingto release publicly any updates or revisions to any forward-looking statement
to reflect any change in our expectations or beliefs with regard to the statementorany change in events, conditions
or circumstances on which any forward-looking statement is based. In addition, in certain places in this report, we
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referto reports of third parties that purport to describe trends or developments in energy production ordrilling and
explorationactivity. While we believe thateach of these reportsis reliable, we have notindependently verified the
informationincluded in such reports. We specifically disclaim any responsibility fortheaccuracy and completeness
of such information and undertake no obligation to update such information.

New Accounting Pronouncements

Fora discussion of recent accounting pronouncements thathave had orare expectedto havean effect on our
consolidated financial statements, see Note 1 “General Information— Changesin Accounting Principles” to our
Consolidated Financial Statements in Item 8 of thisreport.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

The information included in this [tem 7 A is considered to constitute “forward -looking statements” for purpose s
of the statutory safe harbor provided in Section 27A of the Securities Act and Section 21E of the Exchange Act. See
“Management’s Discussionand Analysis of Financial Conditionand Results of Operations — Forward-Looking
Statements” in Item 7 of this report.

Our measure of market risk exposure represents an estimate of the change in fair value of our financial
instruments. Market risk exposure is presented for each class of financial instrument held by us at December 31,
2020 and 2019, assuming immediate adverse market movements of the magnitude described below. We believe that
the various rates of adverse market movements representa measure of exposure to loss under hypothetically
assumedadverseconditions. Theestimated marketrisk exposure represents the hypothetical loss to future earnings
and does notrepresentthe maximum possible loss orany expectedactual loss, even under adverse conditions,
because actual adverse fluctuations would likely differ. In addition, since our investment portfolio is subject to
change based on our portfolio managementstrategy aswellas in responseto changes in the market, these estimates
are not necessarily indicative of theactual results that may occur.

Exposureto market risk is managed and monitored by our senior management. Senior management approves
the overall investmentstrategy that we employ and has responsibility to ensure that the investment positions are
consistent with that strategy and the level of risk acceptable to us. We may manage risk by buying or selling
instruments or entering into offsetting positions.

Interest Rate Risk. We haveexposure tointerestraterisk on our debtinstrumentsarisingfromchanges in the
level or volatility of interest rates. We monitor our sensitivity to interest rate risk by evaluating the change in the
value of our financial assets and liabilities due to fluctuations in interest rates. The evaluation provides the
sensitivity of themarketvalue of our financial instruments to selected changes in marketrates and priceswhich we
believe are reasonably possible overa one-year period. This sensitivity analysis estimates thechange in the market
value of ourinterestsensitiveliabilities that were held on December31, 2020 and 2019, due to instantaneous
parallelshiftsin the yield curve of 100 basis points, with all other variables held constant.

Our existing Senior Notes have been issued atfixedrates, andassuch, interest expense would not be impacted
by interest rateshifts. However, changes in market interest ratesare reflected in the fair value of the debt. The
impactof a 100-basis pointincreasein interest rates on fixed rate debt would result in a decrease in marketvalue of
$5.1 million and $89.7 million as of December31,2020and 2019, respectively. A 100-basis pointdecrease would
result in an increase in market value of $5.4 million and $102.0 million as of December 31, 2020 and 2019,
respectively.

The interest rates on certain types of assets and liabilities may fluctuate in advance of changes in marketinterest
rates, while interest rates on other types may lagbehind changes in market rates. Accordingly, the analysis may not
be indicativeof, is not intended to provide, and does notprovide a precise forecastof theeffect of changes in market
interest rates on our earnings or stockholders’ equity. Further, the computations do not contemplate anyactions we
could undertake in response to changes in interest rates.
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We are also subjectto risk exposurerelated to thevariable interest rates charged on our Revolving Credit
Agreement, whichare calculated ona baserateasdefined therein .
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Item 8. Financial Statements and Supplementary Data.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of Diamond Offshore Drilling, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Diamond Offshore Drilling, Inc. (“Debtor-in-
Possession”) and subsidiaries (the "Company") as of December 31,2020 and 2019, the related consolidated
statements of operations, comprehensive incomeor loss, stockholders’ equity, and cash flows, foreach ofthe three
years in the period ended December 31, 2020, and the related notes (collectively referred to as the "financial
statements"). In our opinion, the financial statements present fairly, in all material respects, the financial position of
the Companyas of December 31,2020 and 2019, and the results of its operations and its cash flows foreach of the
three years in the period ended December 31,2020, in conformity with accounting principles generally accepted in
the United States of America.

Going Concern

The accompanying financial statements have been prepared assuming that the Companywill continue as a going
concern. As discussed in Note 2 to the financial statements, the Company has projected that it will not have
sufficientcash onhand oravailable liquidity to repay its outstanding debt as a result ofthe voluntary petitions for
relief filed under Chapter 11 of the U.S. Bankruptcy Code, which raises substantial doubt about its ability to
continue asa going concern. Management's plans in regard to thesematters are also described in Note 2. The

financial statements do notincludeany adjustments that might result from the outcome of this uncertainty.
Bankruptcy Proceedings

As discussed in Note 2 to the financial statements, the Company has filed for reorganization under Chapter 11 ofthe
U.S. Bankruptcy Code. The accompanying financial statements do not purport to reflect or provide for the
consequences of the bankruptcy proceedings. In particular, suchfinancial statements do not purport to show (1) as to
assets, theirrealizable value on a liquidation basis or their availability to satisfy liabilities; (2) as to prepetition
liabilities, the settlement amounts for allowed claims, or the status and priority thereof; (3) as to shareholder
accounts, theeffect of any changes that may be made in the capitalization of the Company; or (4) asto operations,
the effect of any changes that may bemade in its business.

Basisfor Opinion

These financial statements are theresponsibility of the Company's management. Our responsibility isto express an
opinion on the Company's financial statements based on our audits. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rulesand regulations
of the Securities and Exchange Commissionandthe PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require thatwe plan and
performthe audit to obtain reasonable assuranceaboutwhether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engagedto perform,
an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an
understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
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Our auditsincluded performing procedures to assess the risks of material misstatementof the financial statements,
whetherdue toerroror fraud, and performing procedures thatrespondto thoserisks. Such procedures included
examining, on atest basis, evidence regarding the amounts and disclosures in the financial statements. Our audits
also includedevaluating the accounting principles used and significantestimates made by management, as well as
evaluatingthe overall presentation of the financial statements. We believe that our audits provide a reasonable basis

forouropinion.
Critical Audit Matters

The critical audit matters communicated below are matters arising from the current-period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that (1) relate to
accounts or disclosures that are material to the financial statementsand (2) involvedour especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion
on the financial statements, takenasawhole, and we are not, by communicating thecriticalaudit matters below,
providing separate opinions on the critical audit matters or on theaccounts or disclosuresto which they relate.

ImpairmentofLong-Lived Assets— Refer to Notes 1 and 4 to the financial statements.
Critical AuditMatter Description

The evaluation of drilling equipment, specifically drilling rigs, for impairment occurs whenever changes in
circumstances indicate thatthe carryingamountof an assetmay not be recoverable, suchas cold stackinga drilling
rig, the expectation of cold stacking a drilling rig in the near term, contracted backlog of less than one year, a
decision to retire orscrap a drilling rig, orexcess spending over budget on a newbuild, construction project or major
drilling rig upgrade.

When the Company determines that thecarrying value of a drillingrig may notbe recoverable, they prepare an
undiscounted probability-weighted cashflowanalysis to determineif there isa potential impairment. If the carrying
value of adrillingrig is not recoverable, it would be impairedto fair value usinga discounted probability -weighted
cash flowanalysis. These analyses utilize certain assumptions foreachdrillingrig underevaluation and consider
multiple probability-weighted utilization and dayrate scenarios. The Company’s development of the dayrate
assumptioninvolves judgments relativeto the currentand expected market for the drilling rigs and expectations of
future oilandgas prices. The drillingand other property and equipmentbalance was $4.1billion as of December 31,
2020, andimpairmentexpense of $842.0 million was recorded for the year ended December 31, 2020.

We identified impairmentof drilling rigs as a criticalaudit matter because of thesignificant judgments made by
management to identify indicators of impairment and to prepare probability -weighted cash flow analyses to
determine if potential impairments exist and measure fair value. This required a high degreeof auditor judgment,
includingthe involvement of fair value specialists, and increased extent of effort related to evaluating indicators of
impairment and dayrate used in the undiscounted and discounted probability -weighted cash flow analyses.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to (i) the identification of indicators ofimpairment and (ii) the evaluation of the
Company’s undiscounted and discounted probability -weighted cash flow analysis for those drilling rigs with factors
that indicated potentialimpairmentincluded the following, among others:

o  Weevaluatedthe Company’s identification of impairment indicators by:

o Corroborating information used in the identification of impairmentindicators through independent
inquiries of marketingand operations personneland by performinganindependent assessment of
potential indicators of impairment utilizing the individual drilling rig history, asset class history
fordayrates, backlogand potential drilling rig opportunities.

o Consideringindustryand analysts reports and theimpact of macroeconomic factors, suchas future
oil and gas prices, on the Company’s process foridentifying indicators of impairment.
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o Comparingthe timing of impairments recorded by the Company with the timingof impairments
recorded by the Company’s peers.

o  With the assistance of our fair value specialists, we evaluated the Company’s undiscounted and discounted
probability-weighted cash flow analysis for those drilling rigs with factors that had indicators of potential
impairment by:

o Evaluatingthe reasonableness of the dayrate assumptions utilized in the Company’s probability -
weighted undiscounted and discounted cash flow analyses by evaluating potential drilling rig
opportunities and considering industry reports and data.

o Comparingthe assumptions used in the Company’s previous probability -weighted cash flow
analyses to the assumptions used in the current probability -weighted cash flowanalysesto assess
formanagement bias.

Income Taxes— RefertoNotes 1 and 15to the financial statements.
Critical AuditMatter Description

The Company accounts for income taxes in accordance with accounting standards thatrequire the recognition of the
amount oftaxes payable or refundable for the current yearand anasset and liability approach in recognizing the
amount of deferred tax liabilities and assets for the futuretax consequences of events that have been currently
recognized in the financial statements or tax returns. Ineach of thetax jurisdictions, the Company recognized a
current tax liability orasset for the estimated taxes payable or refundable on tax returns forthe current year and a
deferred tax asset or liability for the estimated future tax effects attributable to temporary differences and
carryforwards. The deferred tax liability balance was $28.3 million as of December 31, 2020 and income tax benefit
recorded in 2020 was $21.2 million.

In several of the jurisdictions in which the Company operates, certain wholly -owned subsidiaries entered into
agreements with other wholly-owned subsidiaries to provide specialized serviceand equipment. The Company
applied transfer pricing methodologies to determine the amount to be charged for providing the services and
equipment and utilized outside consultants to assist in the developmentof such transfer pricing methodologies. Each
jurisdiction enacts laws, which, in many cases, allows for alternative transfer pricing methodologies, which may
differ from the Company’s selected methodologies. Alternative transfer pricing methodologies, if applied, could
result in different chargeable amounts.

Given the multiple jurisdictions in which the Company files taxreturnsandthe complexity of the tax laws and
regulations, and transfer pricing methodologies applied to wholly-owned subsidiary transactions, auditing
management’s estimates of income taxes in foreign jurisdictions required a high degree of auditor judgment and an
increased extent of effort, including the use of our tax specialists and audit teams in the local jurisdiction

knowledgeable ofthe tax laws of the applicable country.
How the Critical AuditMatter Was Addressed in the Audit

Our audit procedures related to the Company’s application of transfer pricing methodologies, included the
following,amongothers:

e Weevaluatedthe appropriateness and consistency of management’s methods and assumptions used in the
application ofits transfer pricing methodology.

o Weinvolved transfer pricing specialists to evaluate the reasonableness of transfer pricing methodologies
utilized by the Company.

o We tested the accuracy of transfer prices by recalculating the prices in accordance with the chosen
methodology.
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e Withthe assistance of our income tax specialists and audit teams in the local jurisdiction knowledgeable o f

the tax laws of the applicable country, we evaluated management’s assertions with respect to the
Company’s entitlementto the economic benefits associated with the tax positions resulting from the
application of transfer pricing methodology.

/s/ DELOITTE & TOUCHE LLP
Houston, Texas
February 10,2021

We have served asthe Company’s auditorsince 1989.
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DIAMOND OFFSHORE DRILLING, INC.

AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)
CONSOLIDATEDBALANCE SHEETS

(In thousands, exceptshare and per share data)

ASSETS
Currentassets:
Cash andcash equivalents
Restricted cash
Accountsreceivable
Less: allowanceforcredit losses
Accountsreceivable, net
Prepaid expenses and other current assets
Assets held forsale
Totalcurrent assets
Drilling and other property and equipment, netof accumulated
depreciation
Other assets
Totalassets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Currentliabilities:
Accounts payable
Accrued liabilities
Taxes payable
Totalcurrent liabilities
Long-term debt
Deferred tax liability
Other liabilities
Commitments and contingencies (Note 11)
Totalliabilities not subject to compromise
Liabilities subject to compromise
Stockholders’ equity:
Preferred stock (par value $0.01, 25,000,000 shares authorized,
none issued and outstanding)
Common stock (par value $0.01, 500,000,000 shares authorized;
145,263,865 shares issued and 138,054,311 shares outstanding
at December31,2020; 144,781,766 shares issued and 137,703,910
sharesoutstandingatDecember31,2019)
Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss
Treasury stock, atcost (7,209,554 and 7,077,856 shares of common
stock at December 31,2020and 2019, respectively)
Totalstockholders’ equity
Totalliabilities and stockholders’ equity

The accompanying notes are an integral partof the consolidated financial statements.
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December 31,

2020 2019
$ 405869 $ 156,281
24,511 —
136,222 256,315
(5,562) (5,459)
130,660 250,856
62,275 68,658
2,000 1,000
625,315 476,79
4,122,809 5,152,828
200,329 204,421
$ 4948453 $ 5834044
$ 33437 $ 68,586
140,788 210,780
27,214 23,228
201,439 302,594
— 1,975,741
28,338 47,528
117,305 275,971
347,082 2,601,834
2,618,805 —
1,453 1,448
2,029,979 2,024,347
157,297 1,412,201
— (18)
(206,163) (205,768)
1,982,566 3,232,210
$ 4948453 $ 5834044




DIAMOND OFFSHORE DRILLING, INC.
AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)

CONSOLIDATEDSTATEMENTS OF OPERATIONS
(In thousands, except per share data)

Year Ended December 31,

2020 2019 2018
Revenues:

Contractdrilling $ 692,753 $ 934934 $ 1,059,973

Revenues related to reimbursable expenses 40,934 45,710 23,242

Totalrevenues 733,687 980,644 1,083,215

Operating expenses:

Contractdrilling, excluding depreciation 618,553 793,412 722,834

Reimbursable expenses 38,900 45,016 22,917

Depreciation 320,085 355,596 331,789

Generaland administrative 56,925 67,878 85,351

Impairmentof assets 842,016 — 27,225

Restructuringand separation costs 17,724 — 5,041

(Gain) loss on disposition of assets (7,375) 1,072 241

Total operatingexpenses 1,886,828 1,262,974 1,195,398

Operating loss (1,153,141) (282,330) (112,183)
Other income (expense):

Interest income 484 6,382 8,477

Interest expense, net of amounts capitalized (excludes $98,027

of contractual interestexpense on debt subjectto compromise

forthe yearended December 31, 2020) (42,585) (122,832) (123,240)

Foreign currency transaction loss (4,498) (3,936) (379)

Reorganizationitems, net (76,910) — —

Other, net 560 702 700
Loss before income tax benefit (1,276,090) (402,014) (226,625)
Income tax benefit 21,186 44,800 46,353
Net loss $ (1,254,904) $ (357,214) $ (180,272)
Loss per share, Basic and Diluted $ 9.09) $ (2.60) $ (1.31)
Weighted-average shares outstanding, Basic and Diluted 137,996 137,652 137,399

The accompanying notes are an integral partof the consolidated financial statements.
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DIAMOND OFFSHORE DRILLING, INC.
AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME OR LOSS
(In thousands)

Year Ended December 31,

2020 2019 2018
Net loss $ (1,254,904) $ (357,214) $ (180,272)
Other comprehensive gains (losses), netof tax:
Derivative financial instruments:
Reclassification adjustment for loss (gain) includedin net
loss 18 (7) 6)
Investments in marketable securities:
Unrealized holding gain on investments — 23 69
Reclassificationadjustment for gain includedin net loss — (55) (37)
Total other comprehensive gain (loss) 18 (39) 26
Comprehensiveloss $ (1,254,886) $ (357,253) $ (180,246)

The accompanying notesare anintegral partof the consolidated financial statements.
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December 31, 2017

Impact of change in
accounting principle

Adjusted balance at
January 1,2018

Net loss

Anti-dilution
adjustment

Stock options exercised

Stock-based
compensation, net
of tax

Net loss on derivative
financial instruments

Net gain on
investments

December 31,2018

Net loss

Stock-based
compensation, net
of tax

Net loss on derivative
financial instruments

Net loss on
investments

December 31, 2019

Net loss

Stock-based
compensation, net
of tax

Net gain on derivative
financial instruments

December 31, 2020

DIAMOND OFFSHORE DRILLING, INC.
AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(In thousands, except number of shares)

Accumulated

Additional Other Total
Common Stock Paid-In Retained  Comprehensive Treasury Stock Stockholders’

Shares Amount Capital Earnings  Gains (Losses) Shares Amount Equity
144,085292 $ 1,441 $2,011397 $1,964,497 $ (5) 6,857510 $(203,069) $ 3,774,261
— — — (14,812) — — — (14,812)
144,085292 $ 1,441 $2,011397 $1,949,685 $ (5) 6,857510 $(203,069) $ 3,759,449
— — —  (180,272) — — — (180,272)
— — — 2 — — — 2
3,773 — — — — — — —
294,597 3 6,746 — — 87,799 (1,301) 5,448
— — — — (6) — — (6)
— — — — 32 — — 32
144,383662 $ 1,444 $2,018143 $1,769,415 $ 21 6,945309 $(204,370) $ 3,584,653
— — —  (357,214) — — — (357,214)
398,104 4 6,204 — — 132,547 (1,398) 4,810
— — — — (7 — — (7
— — — — (32) — — (32)
144,781,766 $ 1,448 $2,024347 $1,412,201 $ (18) 7,077,856 $(205,768) $ 3,232,210
— — —  (1,254,904) — — —  (1,254,904)
482,099 5 5,632 — — 131,698 (395) 5,242
— — — — 18 — — 18
145,263865 $ 1,453 $2,029979 $ 157,297 $ — 7,209,554 $(206,163) $ 1,982,566

The accompanying notes are anintegral partof the consolidated financial statements.
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DIAMOND OFFSHORE DRILLING, INC.
AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,
2020 2019 2018

Operating activities:
Net loss $ (1,254,904) $ (357,214) $ (180,272)
Adjustments to reconcile net loss to net cash
provided by operatingactivities:

Depreciation 320,085 355,596 331,789
Losson impairmentof assets 842,016 — 27,225
Reorganization items, net 22,106 — —
(Gain) loss on disposition of assets (7,375) 1,072 241
Deferred tax provision (19,228) (56,908) (75,993)
Stock-based compensation expense 5,637 6,208 6,749
Contractliabilities, net 8,823 27,578 183
Contractassets, net 3,444 2,625 (6,221)
Deferred contract costs, net 1,960 59,141 22,765
Long-term employee remuneration programs (4,256) 3,169 547
Noncurrent collateral deposits (18,262) — —
Otherassets, noncurrent (7,950) 52 (1,307)
Other liabilities, noncurrent (2,279) 6,514 (3,217)
Other 3,321 2,380 2,491
Changes in operatingassets and liabilities:
Accountsreceivable 114,329 (37,832) 87,970
Prepaid expenses and other current assets 6,334 (1,270) 6,211
Accounts payable and accrued liabilities (14,143) 3,897 (7,587)
Taxes payable 8,721 (6,019) 20,484
Net cash provided by operatingactivities 8,379 9,089 232,058
Investing activities:
Capital expenditures (189,528) (326,090) (222,406)
Proceeds from disposition of assets, net of disposal costs 13,333 16,217 70,067
Proceeds from sale of foreign bonds 5,915 — —
Proceeds from sale and maturities of marketable securities — 2,300,000 1,600,000
Purchase of marketable securities — (1,996,996)  (1,895,997)
Net cash used in investingactivities (170,280) (6,869) (448,336)
Financing activities:
Borrowings under credit facility 436,000 — —
Debt issuance costsandarrangement fees — (12) (5,651)
Other — — (35)
Net cash provided by (usedin) financingactivities 436,000 (12) (5,686)
Net change in cash, cash equivalents and restricted cash 274,099 2,208 (221,964)
Cash, cash equivalents and restricted cash, beginning of year 156,281 154,073 376,037
Cash, cash equivalents and restricted cash, end of year $ 430,380 $ 156,281 $ 154,073

The accompanying notes are anintegral partof the consolidated financial statements.
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DIAMOND OFFSHORE DRILLING, INC.
AND SUBSIDIARIES (DEBTOR-IN-POSSESSION)

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

1. General Information

Diamond Offshore Drilling, Inc. provides contract drilling services to the energy industry around the globe with
a fleet of 13 offshore drilling rigs, consisting of four drillships and nine semisubmersible rigs, including two cold-
stacked semisubmersible rigs. Our current fleet excludes two previously impaired rigs, which we expect to sell in
the first half of 2021. See Note 8.

Unless the contextotherwise requires, references in these Notes to “Diamond Offshore,”“we,” “us” or “our”
mean Diamond Offshore Drilling, Inc.and our consolidated subsidiaries. We were incorporated in Delaware in
1989.

As of February 4, 2021, Loews Corporation, or Loews, owned approximately 53% ofthe outstandingshares of
ourcommon stock.

Principles of Consolidation

Our consolidated financial statements include the accounts of Diamond Offshore Dirilling, Inc. and our wholly -
owned subsidiaries after elimination of intercompany transactions and balances.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States (or U.S.), or GAAP, requires management to make estimates and assumptions thataffect thereported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements andthereported amount of revenues and expenses during the reporting period. Actual results could differ
from those estimated.

Changesin Accounting Principles

Credit Losses. In June2016, the Financial Accounting Standards Board, or FASB, issued Accounting Standards
Update, or ASU, No. 2016-13 Financial Instruments — Credit Losses (Topic 326): Measurementof CreditLosseson
Financial Instruments, or ASU 2016-13. ASU 2016-13 replaced theincurred loss impairmentmethodology under
previous GAAP and requires entities to measure credit losses of certain financial assets, including trade receivables,
utilizing a methodology that reflects expected credit losses and requires consideration of a broader range of
reasonable and supportable informationto inform credit loss estimates.

We adopted ASU 2016-13andits relatedamendments, or collectively, CECL, effective January 1, 2020, by
recognizinga cumulative-effect adjustment, which was not material, to our Consolidated Financial Statements.
CECL hasbeen applied prospectively and therefore prior periods havenot beenadjusted. Priortothe adoption of
ASU 2016-13, we havehistorically recorded a provision forbad debtson a case-by-case basis when facts and
circumstances indicated that a customer receivable may not be collectible. In establishing these reserves, we
considered historical and other factors that predicted collectability of such customer receivables, inclu ding write-
offs, recoveries and the monitoring of credit quality. Such provisionwasreported as a component of “Contract
drilling, excludingdepreciation” in our Consolidated Statements of Operations. See Notes5 and 8.

Leases. In February 2016, the FASB issued ASU No.2016-02, Leases (Topic 842),or ASU 2016-02, which
(i) requires lessees to recognize a right of use asset and a lease liability on the balance sheet for most leases,
(i) updates previous accounting standards for lessors to align certain requirements with the updates to lessee
accounting standards andthe revenue recognition accounting standards and (iii) requiresenhanced disclosure of
qualitative and quantitative informationaboutan entity's leasing arrangements.

62



We adopted ASU 2016-02 effective January 1,2019 usingan optionaltransition method requiring leases
existing at, or entered into after, January 1, 2019 to be recognized and measured under the new accounting
standard. Prior period amounts have not been adjusted and continue to be reflected in accordance with our historical
accounting forleases. Inouradoptionof ASU 2016-02, we also utilized a transition practical expedient package
whereby we did not reassess (i) whether any of our expired or existing contracts contain a lease, (ii) the
classification foranyexpired or existing leases and (iii) initial direct costs forany existing leases. The adoption of
this standard resulted in the recording of operating lease assets and offsetting operating lease liabilities of $146.8
million as of January 1,2019, with no relatedimpacton our annual Consolidated Statement of Stockholders” Equity.
See Note 12.

Upon adoption of ASU 2016-02, we concluded thatour drilling contracts contain a lease component forthe use
of ourdrilling rigs based onthe updated definition of a lease. However, ASU 2016 -02 provides for a practical
expedient for lessors whereby, under certain circumstances, the lessor may combine the lease and non-lease
components and account for the combined component in accordance with the accounting treatment for the
predominantcomponent. We havedetermined that our current drilling contracts qualify for this practicalexpedient
and have combinedthe lease and service components of our standard drilling contracts. We continue to account for
the combined componentunder ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606) and its
related amendments.

Revenue Recognition. In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with
Customers (Topic606), or ASU 2014-09, which superseded the revenue recognition requirements in ASU Topic
605, Revenue Recognition. Under the new guidance, revenue is recognizedwhen acustomer obtains control of
promised goods or services and in an amountthat reflects the consideration the entity expects to receivein exchange
forthose goods or services.

We adopted ASU 2014-09and its related amendments, or collectively Topic 606, effective January 1, 2018
usingthe modified retrospective implementation method. Accordingly, we have applied the five-step method
outlined in Topic 606 for determiningwhen and how revenue is recognizedto all contracts that were not completed
asof the dateof adoption. Revenues for reporting periods beginningafter January 1, 2018 are presented under Topic
606, while prior period amounts have not beenadjustedand continue tobe reportedunder the previous revenue
recognition guidance. For contracts that were modified before the effective date, we have considered the
modification guidancewithin the new standard and determined that the revenue recognized and contract balances
recorded priorto adoptionforsuch contracts were notimpacted. While Topic 606 requires additional disclosure of
the nature, amount, timingand uncertainty of revenue and cash flows arising from contracts with customers, its
adoption has not hada materialimpact onthe measurement or recognition of our revenues.

Our adoptionof ASU 2014-09represents a change in accounting principle and therefore, we haverecorded the
cumulative effectof adopting Topic 606 asanincreaseto openingretained earnings on January 1, 2018. This
adjustment represents an accrual for the earned portion of demobilizationrevenue expected to be received for
contracts notcompleted as of December 31,2017, which was notrecordable under previousrevenue recognition
guidanceuntil completion of the demobilization activities. See Note 3.

Cash and Cash Equivalents
We consider short-term, highly liquid investments thathave anoriginal maturity of three months or less and
deposits in money market mutual funds that are readily convertible into cashto be cash equivalents.

The effectof exchange rate changes on cashbalances held in foreign currencies was notmaterial forthe years
ended December 31,2020, 2019 and 2018.

Drillingand Other Property and Equipment

We carry ourdrilling and other property and equipment at cost, less accumulated depreciation. Maintenance and
routine repairs are charged to income currently while replacements and betterments that upgrade or increase the
functionality of our existing equipment and that significantly extend the useful life of an existing asset are
capitalized. Significant judgments, assumptions and estimates may be required in determiningwhetheror not such
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replacements and betterments meet the criteria for capitalizationand in determining useful livesandsalvage values
of such assets. Changes in these judgments, assumptions and estimates could produceresults that differ from those
reported. Duringthe years ended December 31,2020 and 2019, we capitalized $137.4 million and$343.8 million,
respectively, in replacements and betterments of our drilling fleet.

Costsincurred for major rig upgrades and/or the construction of rigs are accumulatedin constructionwork -in -
progress, with no depreciation recorded on theadditions, untilthe month the upgrade or newbuild is completed and
therig is placed in service. Uponretirementorsale of a rig, the costand related accumulated depreciation are
removed fromthe respectiveaccounts andany gains or lossesare reported in our Consolidated Statements of
Operations as “(Gain) loss on disposition of assets.” Depreciation is recognized upto applicable salvage values by
applyingthe straight-line method over the remaining estimated useful lives from the year the asset is placed in
service. Drilling rigs and equipmentare depreciated over their estimated useful livesranging from 3 to 30 years.

Impairmentof Long-Lived Assets

We evaluateour property and equipment for impairment whenever changes in circumstances indicate that the
carryingamountof an assetmay not be recoverable (such as, butnotlimited to, cold stackinga rig, the expectation
of cold stackinga rig in the near term, contracted backlog of less than one year fora rig, a decision to retire orscrap
a rig, orexcessspendingover budget ona newbuild, construction project, reactivationor major rig upgrade). We
utilize an undiscounted probability -weighted cash flow analysis in testingan assetfor potential impairment. Our
assumptions and estimates underlying this analysis include the following:

e dayrate by rig;

o utilization rate byrigif active, warm-stacked or cold-stacked (expressed as the actual percentage of time
peryearthat the rigwould be used atcertain dayrates);

o theperday operatingcostforeachrigif active, warm-stacked or cold-stacked;

o theestimatedannual cost forrig replacements and/or enhancement programs;

e theestimated maintenance, inspection or other reactivation costs associated with a rig returning to work;
e salvagevalue foreachrig; and

e estimated proceeds thatmay be received on disposition of each rig.

Based on these assumptions, we develop a matrix for each rig under evaluation using multiple
utilization/dayrate scenarios, to each of which we haveassigneda probability of occurrence. We arrive at a projected
probability-weighted cash flow for each rigbased onthe respective matrix and compare such amountto thecarrying
value of the asset toassess recoverability.

The underlyingassumptions and assigned probabilities of occurrence for utilization and dayrate scenarios are
developedusinga methodology thatexamines historical data for each rig, which considers the rig’s age, rated water
depth and other attributes and then assesses its future marketability in light of the current and projected market
environment at the time of assessment. Other assumptions, such as operating, maintenance, inspection and
reactivation costs, are estimated using historical data adjusted for known developments, costprojections for re-entry
of rigs into the marketand futureevents thatare anticipated by managementatthe time of the assessment.

Management’s assumptions are necessarily subjective and are an inherent part of our asset impairment
evaluation, and the use of different assumptions could produce results that differ from those reported. Our
methodology generally involves the use of significant unobservable inputs, representative ofa Level 3 fair value
measurement, which may include assumptions related to future dayrate revenue, costsandrig utilization, quotes
from rig brokers, the long-term future performance of our rigs and future market conditions. Management’s
assumptions involve uncertainties about future demand for our services, dayrates, expenses and other future events,
and management’s ex pectations may not beindicative of future outcomes. Significant unanticipated changes to these
assumptions could materially alter ouranalysis in testinganasset for potential impairment. For example, changesin
market conditions that exist at the measurement date or thatare projectedby management could affect our key
assumptions. Other events or circumstances that could affect our assumptions may include, but arenotlimited to, a

64



furthersustained decline in oiland gas prices, cancelations of our drilling contracts or contracts of our competitors,
contractmodifications, coststo comply with new governmental regulations, capital expenditures required due to
advances in offshore drilling technology, growth in the global oversupply of oilandgeopolitical events, such as
lifting sanctions on oil-producing nations. Should actual market conditions in the future vary significantly from
market conditions used in our projections, our assessment ofimpairmentwould likely be different. See Note 4.

Fair Value of Financial Instruments

We believe that the carryingamountof our currentfinancial instrumentsapproximates fair value because of the
short maturity of these instruments. See Note 8.

Debt Issuance Costs

Deferred costs associated with our credit facilities are presented in “Otherassets”in our Consolidated Balance
Sheetsat December 31,2020and 2019 and amortized as interestexpense over therespective terms of the credit
facilities. During 2018, we paid $5.7 million in debt issuance and arrangement fees in connection with our credit
facilities. Deferred costs associated with our seniornotes are presentedin our Consolidated Balance Sheets at
December31,2019asa reductionto the related long-term debtand are amortized over the respective terms of the
related debt.

Subsequent to the commencement of bankruptcy proceedings in April 2020, we wrote off $3.9 million in
deferred arrangement fees associated with our Revolving Credit Facility (as definedbelow) and $23.7 million in
unamortized discount and debt issuance costs associated with our senior indebtedness during the year ended
December 31,2020in accordance with FASB Accounting Standards Codification Topic No. 852 — Reorganizations,
or ASC 852. The write-offof fees and unamortized discountin 2020 were reported as “Reorganization items, net” in
our Consolidated Statements of Operations. See Notes 2 and 10.

Income Taxes

We accountforincome taxes in accordance with accounting standards that require the recognition of the
amount of taxes payable or refundable for the current yearandanasset and liability approach in recognizing the
amount of deferred tax liabilities and assets for the future tax consequences of events that have been currently
recognized in our financial statements or tax returns. In each of our tax jurisdictions we recognize a current tax
liability or asset forthe estimated taxes payable or refundable on tax returns forthe currentyearanda deferred tax
asset or liability forthe estimated future tax effects attributable to temporary differences and carryforwards.
Deferred taxassets are reduced by a valuationallowance, if necessary, which is determined by theamount of any tax
benefits that, based on available evidence, are notexpected to be realizedundera “more likely thannot” approach.
Deferred taxassets and liabilities are classified as noncurrent in a classified statement of financial position. We
make judgments regarding futureevents and related estimates especially as they pertaintothe forecasting of our
effective taxrate, the potential realization of deferred taxassetssuchas utilization of foreign tax credits, and
exposure to thedisallowance of items deducted ontax returns upon audit.

We record both interest and penalties related toaccrued uncertain tax positions in “Income tax benefit” in our
Consolidated Statements of Operations. Liabilities for uncertain tax positions, includingany interest and penalties,
are denominated in the currency of the related tax jurisdiction and are revalued for changesin currency exchange
rates. The revaluation of such liabilities for uncertain tax positions is reported in “Income tax benefit” in our
Consolidated Statements of Operations. See Note 15.

Comprehensive Loss

Comprehensive (loss) incomeis the change in equity of a business enterprise duringa period from transactions
and other events and circumstances except those transactions resulting from investments by owners and distributions
to owners. Comprehensive loss forthethree years ended December 31,2020,2019 and 2018 includes net loss and
unrealized holding gains and losses on marketable securities and financial derivatives designated as cash flow
accounting hedges.
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ForeignCurrency

Our functional currencyis the U.S. dollar. Transactions incurred in currencies otherthan the U.S. dollar are
subjecttogainsorlosses due tofluctuations in those currencies. We report foreign currency transaction gains and
losses as “Foreign currency transaction (loss) gain” in our Consolidated Statements of Operations. The revaluation
of assetsand liabilities related to foreign income taxes, including deferred taxassets and liabilitiesand uncertain tax
positions, includingany interest and/or penalties, is reported in “Income tax benefit” in our Consolidated Statements
of Operations.

2. Chapter 11 Proceedings
Chapter 11 Cases

On April 26,2020 (orthe Petition Date), Diamond Offshore Drilling, Inc. (orthe Company) and certain of its
direct and indirect subsidiaries (which we referto, together with the Company, as the Debtors) filed voluntary
petitions (orthe Chapter 11 Cases) for relief under chapter 11 (or Chapter 11) of title 11 of the United States Code
(or the Bankruptcy Code) in the United States Bankruptcy Court for the Southern District of Texas (or the
Bankruptcy Court). The Chapter 11 Casesare jointly administeredunder the caption In re Diamond Offshore
Drilling, Inc.,etal.,Case No.20-32307 (DRJ).

The Debtors filed motions with the Bankruptcy Court seeking authorization to continue to operate their
businesses as “debtors-in-possession” under the jurisdiction of the Bankruptcy Court andin accordance with the
applicable provisions of the Bankruptcy Code and orders of the Bankruptcy Court. To ensure their ability to
continue operating in the ordinary course of business, the Debtors filed a variety of motions with the Bankruptcy
Court seeking “first day”relief, including authority to continue using their cash management system, pay employee
wages and benefits and pay certain vendors and suppliers in the ordinary course of business, or the First Day
Motions, allof which were approved.

Pursuant to the First Day Motions, and subject to certain terms and dollar limits included therein, the Debtors
were authorized to continue to use their unrestricted cash on hand, as well as all cash generated from daily
operations, which is beingused to continuethe Debtors’ operations withoutinterruptionduringthecourse of their
restructuring. Also pursuant to the First Day Motions, the Debtors received the Bankruptcy Court’s authorizationto,
among other things and subject to the terms and conditions set forth in the applicable orders, pay prepetition
employee wages, salaries, health benefits and other obligations to employees during their restructuring, pay certain
claimsrelatingto critical and other vendors, continue their cash management programs and insurance policies and
continue to honor their current customer programs. The Debtors are authorized under the Bankruptcy Code to pay
post-petition expenses incurred in the ordinary course of business withoutseeking Bankruptcy Courtapproval. Until
a plan of reorganizationis approved and effective, the Debtors will continue to manage their propertiesand operate
theirbusinesses as “debtors-in-possession” under the jurisdiction of the Bankruptcy Court andin accordance with
the applicable provisions of the Bankruptcy Code andthe orders of the Bankruptcy Court.

Commencement of the Chapter 11 Cases automatically stayed mostactionsagainst the Debtors, including
actionstocollect indebtedness incurred prior to the Petition Date, actions to enforce pre-Petition Date contractual
rights orremedies against the Debtors andactions to exercise control overthe Debtors’ property. Subject to certain
exceptions under the Bankruptcy Code, the commencementof the Chapter 11 Cases also automatically stayed the
continuation of most legal proceedings or the filing of otheractions against the Debtors or their property to recover
on, collect, orsecure a claim arising prior to the Petition Date orto exercise control overproperty of the Debtors’
bankruptcy estates, unless and until the Bankruptcy Court modifies or lifts the automatic stayastoany such claim.
Notwithstanding the general application of theautomatic stay describedabove, governmental authorities may
determine to continue actions brought under their police and regulatory powers.

The U.S. Trustee for the Southern District of Texas filed a noticeappointingan official committee of unsecured
creditorson May 11, 2020, which was subsequently reconstituted onJune 11,2020and September 14, 2020.

On May 27,2020, the Bankruptcy Court approved a new key employee retention plananda new non-executive
incentive plan covering certain non-executive key employees. On June 23,2020, the Bankruptcy Courtapproved a
key employee incentive plan covering certain additional key employees, including our executive officers. Upon the
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participatingemployee’s acceptance of anaward under the newcompensation plans, all outstanding unvested
incentive awards previously granted to theemployee under our previously existing incentive plans, consisting of
restricted stock units, or RSUs, stock appreciationrights, or SARs, and/or cash incentive awards, were canceled.

As of December 31,2020, the Debtors had notemerged from bankruptcy.

On January 22,2021, the Debtors entered intoa Plan Support Agreement, orthe PSA,among the Debtors,
certain holders of the Company’s 5.70% Senior Notes due 2039, 3.45% Senior Notes due 2023, 4.875% Senior
Notes due 2043 and 7.875% Senior Notes due 2025 (collectively, the Senior Notes) party thereto (collectively the
ConsentingNoteHolders) and certain holders of claims (collectively, the RCF Claims) under the Company’s $950.0
million syndicated revolving credit facility (or Revolving Credit Agreement). Concurrently, the Debtors entered into
the Backstop Agreement (as defined in the PSA) with certain holders of Senior Notes and entered into the
Commitment Letter (as defined in the PSA) with certain holders of RCF Claimsto provide exit financing upon
emergencefrom bankruptcy.

See Note 18 fora discussion ofthe Debtors’ Chapter 11 plan of reorganizationattached as an exhibit to the
PSA, or the Plan.

Potential Claims

Certain holders of prepetition claims were required tofile proofs of claim by August 17,2020,and applicable
governmental entities were required to file proofs of claim by October23,2020. Asof February1,2021, 866 proofs
of claim (or Claims), excluding intercompany obligations, totaling approximately $4.5 billion had been filed with
the Bankruptcy Court against the Debtors. In addition, it is possible that claimants will file additional and/or
amended Claims in the future, including Claims amended to assign values to Claims originally filed with no
designated value.

The Debtors have recorded $2.6 billion of "Liabilities subject tocompromise™ in their combined condensed
financial statements at December 31, 2020. Through the claims resolution process, as set forth in the Plan,we have
identified, and we expect to continue to identify, Claims thatwe believe should be modified or disallowed entirely
by the Bankruptcy Court because they are duplicative, have beensettled, lateramended or superseded, are without
merit orare overstated orare not valid liabilities of the Debtors for other reasons. We will file objections with the
Bankruptcy Court as necessary for Claims we believe should be disallowed or modified in amountor priority. As is
typicalin Chapter 11 cases, due to thenumber of claims filed and other factors, the claims resolution process will
continue beyond February 1,2021. Due to theuncertainty of estimating certain claims priorto a finalorder by the
Bankruptcy Court, ultimaterecoveries onthe Claims cannot be fully determined as of December 31,2020.

Going Concern

During the first quarter of 2020, the business climate in which we operateexperienceda significant adverse
change, primarily asaresult of themarketimpacts of the oil pricewar between Saudi Arabia and Russia and
regulatory, marketand commercial challenges thatarose due to the COVID-19 pandemic and efforts to mitigatethe
spread ofthe virus, both of whichresultedin a dramatic decline in oil prices. As a result of the filing of the Chapter
11 Cases, the principal and interest due under our outstanding Senior Notes and Revolving Credit Agreement
becameimmediately due and payable and have been presented as “Liabilities subject to compromise” in our
Consolidated Balance Sheetsat December 31, 2020. However, any efforts to enforce such paymentobligations with
respect to our Senior Notes and Revolving Credit Agreement are automatically stayedasaresult of thefilingof the
Chapter 11 Cases. We have projected thatwe will not have sufficient cashon hand oravailable liquidity to repayall
such outstanding debt. Forthe yearended December 31,2020, we reported a net loss of $1.3 billion, inclusive of a
pre-tax $842.0 million impairment charge.

These conditionsand events raise substantial doubtas to our ability to continue asa goingconcern for twelve
months after thedate our financial statements are issued. Financial informationin this report hasbeenprepared on
the basis thatwe will continue asa goingconcern, which presumes thatwe will be ableto realize our assets and
discharge our liabilities in the normal course of business asthey comedue. Financial informationin thisreportdoes
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not reflect the adjustments to the carrying values of assets and liabilities and the reported expenses and balance sheet
classifications that would be necessary if we were unable to realize ourassetsand settle our liabilities as a going
concern in the normal course of operations. Such adjustments could be material.

Our long-term liquidity requirements and theadequacy of capital resources are difficult to predictat this time.
Although we anticipate that the financial restructuring pursuant to our Chapter 11 Cases will help address our
liquidity concerns, as of December 31,2020, we did not havea plan of reorganization in place. Although we filed
the Plan with the Bankruptcy Court onJanuary 22,2021, as of the date ofthisreport, the Plan has not yetbeen
approved by the Bankruptcy Court. Additionally, the approval of the Plan, or another Chapter 11 plan of
reorganization, is not within our controland uncertainty remains over the Bankruptcy Courtsapprovalofa plan of
reorganization. As such, due to the lack of clarity regarding confirmation of the Plan and emergence from
bankruptcy, we have concluded thatsubstantial doubt continues to exist about ourability to continue as a going
concern.

Chapter 11 Accounting

We have prepared our Consolidated Financial Statements as if we were a going concern and in accordance with
ASC 852.

Prepetition Restructuring Charges. We have reported legaland other professional advisor fees incurred in
relation to the Chapter 11 Cases, butpriorto the Petition Date, as “Restru cturing and separation costs” in our
Consolidated Statements of Operations for the yearended December 31,2020. See Note 14 fora discussion of other
costsincludedin “Restructuring and separation costs.”

Reorganization Items. Expenditures, gainsand losses thatare realized or incurred by the Debtors subsequentto
the Petition Date andas a direct result of the Chapter 11 Cases are reported as “Reorganizationitems, net” in our
Consolidated Statements of Operations for the year ended December 31,2020. These costs include legal and other
professional advisory service fees pertainingto the Chapter 11 Casesandalladjustments made to the carrying
amount of certain prepetition liabilities reflecting claims expected to be allowed by the Bankruptcy Court.

The followingtable provides informationabout reorganization items incurred during the yearended December
31,2020, subsequent to the Petition Date (in thousands):

Year Ended
December 31,
2020
Professional fees $ 53,517
Write-off of debt issuance costs 27,552
Net gain on settlement with certain unsecured vendors (4,159)
Totalreorganization items, net $ 76,910

Payments of$40.3 million related to professional feesand vendor cancellation costshave been presented as
cash outflows from operatingactivities in our Consolidated Statements of Cash Flows forthe yearended December
31,2020. See Note 5.

Liabilities Subject to Compromise. We have reported prepetition unsecured and under-secured obligations that
may be impacted by the Chapter 11 Cases as “Liabilities subject tocompromise” in our Consolidated Balance
Sheetsat December 31,2020. ASC 852 requires prepetition liabilities that are subject to compromise tobe reported
atthe amounts expected tobe allowed by the Bankruptcy Court. The amounts currently reported as liabilities subject
to compromise are preliminary and may be subject to future adjustment dependingon Bankruptcy Court actions,
further developments with respect todisputed claims, determinations of the secured status of certain claims, the
values of any collateral securing such claims, rejection of executory contracts, continued reconciliation or other
events. These amounts represent our best estimate of allowed claims thatwill be resolved as partof thebankruptcy
proceedings but may be ultimately settled for a lesser amount. We will continue to evaluate these liabilities
throughout the Chapter 11 Cases andadjustamounts as necessary. Such adjustments may be material.
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Liabilities subjectto compromise at December 31, 2020 consistof the following (in thousands):

December 31,

2020
Debt subject to compromise:
Borrowings under Revolving Credit Agreement $ 436,000
3.45% Senior Notes due 2023 250,000
7.875% Senior Notes due 2025 500,000
5.70% Senior Notes due 2039 500,000
4.875% Senior Notes due 2043 750,000
Lease liabilities 112,646
Accrued interest 47,636
Accounts payable 16,725
Otheraccrued liabilities 1,302
Other liabilities 4,496
Total liabilities subject to compromise $ 2,618,805

Upon filingof the Chapter 11 Cases on April 26,2020, we ceased accruing intereston our Senior Notes and
borrowings under our Revolving Credit Agreement. As a result, we did not record$76.7 million and $21.3 million
of contractual interestexpenserelated to our Senior Notes and borrowings under our Revolving Credit Agreement,
respectively, forthe yearended December 31, 2020. However, the exact amountof interest payable onborrowings
underthe Revolving Credit Agreement after the Petition Date is subjectto final determination inaccordance with
the Plan.

69



Debtor Financial Statements.

Condensed combined financial statements of the Debtors are set forth below. These financial statements
exclude thefinancial statements of the non-Debtor subsidiaries. Transactions and balances of receivables and
payables between the Debtors have been eliminated in consolidation. Amounts payable to the non-Debtor
subsidiaries are reported in the condensed combined balance sheet of the Debtors.

DIAMOND OFFSHORE DRILLING, INC. AND CERTAIN SUBSIDIARIESPARTY TO THE
BANKRUPTCY CASES (DEBTOR-IN-POSSESSION)

CONDENSED COMBINED BALANCE SHEET
(Inthousands)

December 31,
2020
ASSETS
Currentassets:
Cash andcash equivalents $ 390,407
Restricted cash 24,511
Accountsreceivable 123,981
Less: allowance for credit losses (102)
Accountsreceivable, net 123,879
Prepaid expensesand other current assets 50,439
Assets held forsale 1,000
Totalcurrent assets 590,236
Drilling and other property and equipment, net of
accumulated depreciation 4,112,527
Investments in non-debtor subsidiaries 2,468,384
Other assets 184,955
Totalassets $ 7,356,102
LIABILITIES AND DEBTORS’ EQUITY
Currentliabilities:
Accounts payable $ 30,280
Accrued liabilities 130,133
Taxes payable 25,005
Amounts payable to non-debtor subsidiaries 1,057,913
Totalcurrent liabilities 1,243,331
Note payable to non-debtor subsidiary 328,000
Deferredtax liability 11,907
Other liabilities 63,674
Totalliabilities not subject to compromise 1,646,912
Liabilities subject to compromise 2,618,805
Total debtors’ equity 3,090,385
Totalliabilities and debtors’ equity $ 7,356,102
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DIAMOND OFFSHORE DRILLING, INC. AND CERTAINSUBSIDIARIESPARTY TO THE
BANKRUPTCY CASES (DEBTOR-IN-POSSESSION)

CONDENSED COMBINED STATEMENT OF OPERATIONS
(Inthousands)

Year Ended
December 31,
2020
Revenues:
Contractdrilling $ 601,354
Revenues related to reimbursable expenses 40,952
Totalrevenues 642,306
Operating expenses:
Contractdrilling, excluding depreciation 538,074
Reimbursable expenses 38,917
Depreciation 319,124
Generaland administrative 53,039
Impairmentof assets 842,016
Restructuringand separation costs 15,634
Gain on disposition of assets (7,208)
Total operating expenses 1,799,596
Operating loss (1,157,290)
Other income (expense):
Interestincome 466
Interest expense (50,586)
Foreign currency transaction loss (1,757)
Reorganization items, net (76,910)
Other, net (431)
Loss before income tax benefit (1,286,508)
Income tax benefit 29,093
Net loss $ (1,257,415)
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DIAMOND OFFSHORE DRILLING, INC. AND CERTAINSUBSIDIARIESPARTY TO THE
BANKRUPTCY CASES (DEBTOR-IN-POSSESSION)

CONDENSED COMBINED STATEMENT OF CASHFLOWS
(Inthousands)

Year Ended
December 31,
2020
Operating activities:
Net loss $ (1,257,415)
Adjustments to reconcile net loss to net cash provided by
operatingactivities:

Depreciation 319,124
Losson impairmentof assets 842,016
Reorganizationitems, net 22,106
Gain on disposition of assets (7,208)
Deferred tax provision (19,467)
Stock-based compensation expense 5,637
Contractliabilities, net 13,238
Contractassets, net 1,337
Deferred contract costs, net (4,231)
Long-term employee remuneration programs (3,991)
Noncurrent collateral deposits (18,262)
Otherassets, noncurrent (7,608)
Other 3,701
Changes in operating assets and liabilities:
Accountsreceivable 72,550
Prepaid expenses and other current assets 17,664
Accounts payable and accrued liabilities (1,713)
Taxes payable (15,712)
Due to non-debtor subsidiaries 61,697
Net cash provided by operating activities 23,463
Investing activities:
Capital expenditures (184,101)
Capital contributionto non-debtor subsidiary (15,661)
Proceeds from disposition of assets, net of disposal costs 13,119
Net cash used in investingactivities (186,643)
Financing activities:
Borrowings under credit facility 436,000
Net cash provided by financingactivities 436,000
Net change incash, cash equivalents and restricted cash 272,820
Cash, cash equivalents and restricted cash, beginning of period 142,098
Cash, cash equivalents and restricted cash, endof period $ 414,918
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3. Revenue from Contracts with Customers

The activities that primarily drive the revenueearned from our contractdrilling services include (i) providing a
drilling rig and the crewand supplies necessary to operate the rig, (ij) mobilizingand demobilizing the rig to and
from the drill site and (iii) performing rig preparation activities and/or modifications required for the contract.
Considerationreceived for performing these activities may consist of dayrate drillingrevenue, mobilization and
demobilization revenue, contract preparation revenue and reimbursementrevenue. We account for these integrated
services providedwithin ourdrilling contracts as a single performance obligation satisfied over time and comprised
of a series of distinct time increments in which we provide drilling services.

Consideration foractivities that are not distinctwithin the context of our contractsand donotcorrespond to a
distinct time increment within the contract term are allocated across the single performance obligation and
recognized ratably overthe initial term of the contract (which is the period we estimateto be benefited from the
correspondingactivities and generally ranges from two to 60 months). Consideration for activities thatcorrespond to
a distinct time increment within the contract termis recognized in the period when theservices are performed. The
totaltransaction price isdetermined foreach individual contractby estimating both fixed and variable consideration
expected tobe earned over theterm ofthe contract. See below for further discussion regarding the allocation of the
transaction price to theremaining performance obligations.

The amountestimated for variable consideration may be constrained (reduced) and is only included in the
transaction price to theextent that it is probable thata significant reversal of previously recognized revenuewill not
occurthroughout theterm of the contract. When determining if variable consideration should be constrained,
management considers whether there are factors outside of our control thatcould result in a significantreversal of
revenue aswellasthe likelihood and magnitude of a potential reversal of revenue. These estimatesare re -assessed
each reporting period as required.

Dayrate Drilling Revenue. Our drilling contracts generally provide for payment ona dayrate basis, with higher
rates for periods when the drilling unit is operatingand lower rates or zero rates for periods whendrilling operations
are interruptedorrestricted. The dayrate invoices billed to the customerare ty pically determined based on the
varyingrates applicable to the specific activities performedon an hourly basis. Such dayrate consideration is
allocatedto thedistincthourly incrementit relates to within the contract term, andtherefore, recognizedin line with
the contractual rate billed for the services provided forany given hour.

Mobilization/Demobilization Revenue. We may receivefees (on eithera fixed lump-sumor variable dayrate
basis) for the mobilization and demobilization of ourrigs. These activities are not consideredto be distinct within
the contextof thecontract and therefore, the associated revenue is allocated to the overall performance obligation
and recognized ratably over the initial term of the related drilling contract. We record a contract liability for
mobilization fees received, which isamortized ratably to contractdrilling revenue as servicesarerendered over the
initial term of the related drilling contract. Demobilization revenue expected to be received upon contract
completionis estimated as part of the overall transaction price at contractinception and recognized in earnings
ratably overthe initial term of the contractwith an offset to an accretive contractasset.

In some contracts, there is uncertainty asto the likelihood andamount of expected demobilization revenue tobe
received. For example, contractual provisions may require that a rig demobilize a certain distance before the
demobilization revenue is payable orthe amount may vary dependentuponwhetherornotthe rig has additional
contracted work within a certain distance from the wellsite. Therefore, the estimate for such revenue may be
constrained, as described above, depending on the facts and circumstances pertaining to the specific contract. We
assess the likelihood of receiving such revenue based on our past experienceand knowledge of market conditions.

Contract Preparation Revenue. Some of our drilling contracts require downtime before the start of the contract
to preparethe rigto meet customer requirements. At times, we may be compensated by the customer for such work
(on eithera fixed lump-sum or variable dayrate basis). These activities are not considered to be distinct within the
context of the contract. We record a contract liability for contract preparationfeesreceived, which is amortized
ratably to contract drilling revenue overtheinitialterm ofthe related drilling contract.
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Capital Modification Revenue. From time to time, we may receive fees from our customers for capital
improvements or upgrades to our rigs to meet contractual requirements (on eithera fixed lump-sum or variable
dayrate basis). The activities related to these capital modificationsare not considered to be distinct within the
context of our contracts. We record a contractliability for such fees and recognize them ratably as contract drilling
revenue over theinitial term ofthe related drilling contract.

Revenues Related to Reimbursable Expenses. We generally receive reimbursements from our customers forthe
purchase of supplies, equipment, personnel services and other services provided attheir request in accordance with a
drilling contract or other agreement. Such reimbursable revenue is variable and subject to uncertainty, as the
amounts received and timing thereof are highly dependent on factors outside of our influence. Accordingly,
reimbursable revenue is fully constrainedand notincluded in the total transaction price until the uncertainty is
resolved, which typically occurs whentherelated costsare incurredon behalf of a customer. We are generally
considereda principal in such transactions and record the associated revenue at the gross amount billed to the
customer, as “Revenues related to reimbursable expenses” in our Consolidated Statements of Operations. Such
amounts are recognized ratably over the period within the contractterm duringwhich the correspondinggoods and
servicesare to be consumed.

Contract Balances

Accounts receivable are recognized when the right to consideration becomes unconditional based upon
contractual billing schedules. Paymentterms on invoiced amounts are typically 30 days. Contract asset balances
consist primarily of demobilization revenue that we expectto receiveandisrecognized ratably throughout the
contractterm, but invoiced upon completion of thedemobilizationactivities. Once the demobilization revenue is
invoiced, the corresponding contract assetis transferred to accounts receivable. Contractassets may also include
amounts recognized in advance of amounts invoiced due to the blending of rateswhen a contract has operating
dayrates that increase over theinitial contractterm. Contractliabilities include payments received formobilization
aswell asrig preparation and upgradeactivities whichare allocated to the ov erall performance obligation and
recognized ratably overthe initial term of the contract. Contract liabilities may also include amounts invoiced in
advance of amounts recognized dueto theblending of rates when a contract has operatingdayrates that decrease
overtheinitial contractterm.

Contractbalancesare nettedat a contract level, such that deferred revenue for mobilization, contract preparation
and capital modifications (contract liabilities) is netted with any accrued demobilization revenue (contract asset) for
each applicable contract.

The followingtable provides information about receivables, contract assets and contract liabilities from our
contracts with customers (in thousands):

December 31, December 31,

2020 2019
Trade receivables $ 115,732 $ 199,572
Current contract assets @ 2,870 6,314
Noncurrent contractassets — —
Current contract liabilities (deferred revenue) @ (51,763) (9,573)
Noncurrent contract liabilities (deferred revenue) @ (5,164)  (38,531)

(@ Contractassetsand contract liabilities may reflectbalancesthathave been netted together on a contract basis.
Net current contract assetand liability balances are included in “Prepaid expenses and other current assets” and
“Accrued liabilities,” respectively, and net noncurrent contractasset and liability balances are included in
“Otherassets” and “Other liabilities,” respectively, in our Consolidated Balance Sheets as of December 31,
2020and2019.
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Significant changes in the contract assets and the contractliabilities balances duringthe periodare as follows
(in thousands):

Net Contract Balances

December 31,
2020 2019
Contractassets, beginning of period $ 6314 $ 8,939
Contractliabilities, beginning of period (48,104) (20,526)
Net balanceat beginning of period (41,790) (11,587)
Decrease due to amortization of revenuethatwas
included in the beginning contractliability
balance 35,231 6,952
Increase due to cash received, excludingamounts
recognized as revenue during the period (44,081) (34,529)
Increase due to revenuerecognized duringthe
period but contingenton future performance 4,748 3,537
Decrease due to transfer to receivables during the
period (7,466) (5,119)
Adjustments (699) (1,044)
Net balanceat end of period $ (54,057) $ (41,790)
Contractassetsat end of period $ 2870 $ 6,314
Contractliabilitiesat end of period (56,927)  (48,104)
Deferred Contract Costs

Certain directand incremental costs incurred for upfront preparation, initial mobilizationand modifications of
contractedrigs represent costs of fulfillinga contractastheyrelatedirectly toa contract, enhance resources that will
be used in satisfying our performance obligations in the future and are expected tobe recovered. Such costs are
deferred andamortized ratably to contract drillingexpenseasservicesare rendered over the initial term of the
related drilling contract. Such deferred contract costs in the amount of $19.8 million and $2.2 million are reportedin
“Prepaid expenses and other current assets” and “Other assets,” respectively, in our Consolidated Balance Sheets at
December 31,2020. Deferred contractcosts in the amountof $20.0 million and $4.0 million are reported in “Prepaid
expenses and other current assets” and “Other assets,” respectively, in our Consolidated Balance Sheets at
December 31,2019. Duringthe years ended December 31,2020and 2019, the amount of amortization of such costs
was $22.8 million and $96.0 million, respectively. There was no impairment loss in relationto capitalized costs.

Costsincurred forthe demobilization of rigsat contract completionare recognized as incurred during the
demobilization process. Costs incurred for rig modifications or upgrades required for a contract, which are
consideredto be capital improvements, are capitalized as drillingand other property and equipment and depreciated
overthe estimated useful life of the improvement.

Transaction Price Allocated to Remaining Performance Obligations

The followingtable reflects revenue expected to be recognized in the future related to unsatisfied performance
obligations as of December 31,2020 (in thousands):

For the Years Ending December 31,

2021 2022 Total
Mobilization and contract
preparationrevenue $ 26,521 $ 2614 $ 29,135
Capital modification
revenue 13,906 1,452 15,358
Blended rate and other revenue 14,668 874 15,542
Total $ 55,095 $ 4940 $ 60,035
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The revenueincluded above consists of expected fixed mobilization and upgrade revenue for both wholly and
partially unsatisfied performance obligations, aswellas expected variable mobilizationand upgrade revenue for
partially unsatisfied performance obligations, which has beenestimated for purposes ofallocatingacrossthe entire
corresponding performance obligations. Revenue expected to be recognized in the future relatedto theblending of
rateswhen a contract has operating dayrates that decrease overthe initial contract termis also included. The
amounts are derived from the specific terms within drilling contracts that contain such provisions, and the expected
timing forrecognition ofsuchrevenue is based onthe estimated start dateand duration of each respective contract
based oninformation known at December 31, 2020. The actual timing of recognition of such amounts may vary due
to factors outside of our control. We haveapplied the disclosure practical expedient in Topic 606 and have not
included estimated variable consideration related to wholly unsatisfied performance obligations or to distinctfuture
time increments within our contracts, including dayrate revenue.

4. Asset Impairments

2020 Impairments. Asdiscussed in Note 2, duringthe first quarter of 2020, the business climate in which we
operate experienceda significant adverse change, which resulted in a dramatic decline in oil prices. During the first
quarter of 2020, we evaluated five rigs with indicators of impairment. Based on our assumptions and analysis atthat
time, we determined thatthe carrying values of four of our drilling rigs were impairedandrecorded an aggregate
impairment charge of $774.0 million to write down thecarrying values of these rigs to their estimated fair values.

During the fourth quarter of 2020, we evaluated three drilling rigs with indicators of impairment, includingone
rig that was previously impaired in the first quarter of2020. Based on further diminished business opportunities for
the previously impaired rig, we reassessed our business plan and, after consideration of several factors, including the
costs of relocatingand stacking the rig, concluded that the carrying value of this rig was impaired at December 31,
2020. Werecognized an additional impairmentcharge of $68.0 million to further adjust the carrying value of this rig
to its fairvalue.

With respect to the two other rigs with indicators of impairmentat December 31, 2020, we determinedthat the
undiscounted probability-weighted cash flow for each of theserigs was in excess of each rig’s respective carrying
value, based on ourassumptions and analysis at that time, and concluded that no impairmentof these two rigs had
occurred at December 31, 2020.

We collectively referto rigsimpaired during the first and fourth quarters of 2020asthe 2020 I mpaired Rigs.
We estimatedthe fair values of the 2020 Impaired Rigs usingan income approach, wherebythefairvalue of each
rig was estimated based on a calculation of therig’s future net cash flows. These calculationsutilized significant
unobservable inputs, including management’s assumptions related to estimated dayrate revenue, rig utilization,
estimated capital expenditures, repairand regulatory survey costs,as well as estimated proceeds that may be
received on ultimate disposition of each rig. Our fair value estimates were representative of Level 3 fair value
measurements due to the significant level of estimationinvolvedandthe lack of transparency astothe inputs used.
See Note 8.

2019 Impairment Evaluation. At December 31, 2019, we evaluated three drilling rigs with indicators of
impairment. Based on ourassumptions andanalysis at thattime, we determined that the undiscounted probability -
weighted cash flow of each of these rigs was in excess of its carrying value. As a result, we concluded that no
impairment of these rigs had occurredat December 31, 2019.

2018 Impairment. During 2018, we recorded an impairment loss of $27.2 million to recognize a reduction in
fairvalue ofthe Ocean Scepter. We estimated the fair value of the impaired rigusinga market approach basedon a
signed agreement to sellthe rig, less estimated costs to sell. We considered this valuation approach tobe a Level 3
fairvalue measurementdue tothe level of estimationinvolved as the sale had not yet been completedat thetime of
ouranalysis.

See Note 1.
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5. Supplemental Financial Information
Consolidated Balance Sheets Information
Accountsreceivable, netof allowance for bad debts, consists of the following (in thousands):

December 31,

2020 2019
Trade receivables $ 115,732 $ 199,572
Value addedtax receivables 10,781 17,716
Federalincome tax receivable 8,420 38,574
Related party receivables 78 166
Other 1,211 287
136,222 256,315

Allowance for credit losses (5,562) (5,459)
Total $ 130,660 $ 250,856

The allowance for credit losses at December 31,2020 and 2019 represents our currentestimate of credit losses
associated with our “Trade receivables” and “Current contract assets.” See Note 8 for a discussion of our

concentrations of credit risk and allowance for credit losses.
Prepaid expenses and other current assets consist of the following (in thousands):

December 31,

2020 2019
Deferred contract costs $ 19,808 $ 20,019
Prepaid taxes 16,112 12,475
Rig spare partsandsupplies 12,606 18,250
Current contract assets 2,870 6,314
Prepaid insurance 2,446 2,892
Prepaid legalretainers 2,408 —
Prepaid rig costs 2,317 2,990
Other 3,708 5,718

Total $ 62275 $ 68,658

Accrued liabilities consist of the following (in thousands):

December 31,

2020 2019
Deferred revenue $ 51,763 $ 9,573
Payrollandbenefits 30,296 42,494
Shorebaseand administrative costs 17,275 5,275
Rig operating expenses 21,123 37,969
Personalinjuryandother claims 6,495 7,074
Accrued capital project/upgrade costs 7,075 56,603
Current operating lease liability 5,072 20,030
Interest payable — 28,234
Other 1,689 3,528

Total $ 140,788 $ 210,780
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Consolidated Statements of Cash Flows Information

Noncash investing activities excluded from the Consolidated Statements of Cash Flows and other supplemental
cash flowinfomation isas follows (in thousands):

December 31,

2020 2019 2018
Accrued but unpaid capital expenditures atperiod
end $ 7615 $ 56,603 $ 37,234
Common stock withheld for payroll tax
obligations ® 395 1,398 1,301
Cash interest payments 19,843 113,063 113,063
Cash paid for reorganization items, net 40,301 — —
Cash income taxes paid (refunded), net:
Foreign 11,826 17,821 9,286
U.S. federal (42,462) 1,001 (7,389)
State 36 (15) 2

@) Representsthecostof131,698,132,547 and 87,799 shares of common stock withheld to satisfy the payroll ta x
obligation incurred as a result of the vesting of restricted stock unitsin 2020,2019 and 2018, respectively.
These costs arepresentedas a deduction from stockholders’ equity in “Treasurystock” in our Consolidated
Balance Sheetsat December 31,2020,2019and 2018, respectively.

In June 2020, we received Trinidad bonds in settlement of a VAT receivable. The bonds were valued at
$5.7 million based onthird-party quotes received, which approximated theamount of the settled receivable. During
the third quarter of 2020, we sold the bonds for proceeds of $5.9 million.

6. Stock-Based Compensation

We have an Equity Incentive Compensation Plan, or Equity Plan, for our officers,independent contractors,
employees and non-employee directors, which is designed to encourage stock ownership by such persons. Under the
Equity Plan, we may grant both time-vesting and performance-vestingawards, which areearned on the achievement
of certain performance criteria. The following types of awards may be granted under the Equity Plan:

e Stock options (including incentive stock options and nonqualified stock options);
e Stock appreciationrights, or SARs;

e Restricted stock;

e Restricted stock units, or RSUSs;

e Performance shares or units; and

e Otherstock-based awards (including dividend equivalents).

A maximum of 7,500,000 shares of our commonstock were initially available forthegrant or settlement of
awards under the Equity Plan, subject to adjustment for certain business transactions and changes in capital
structure. Vesting conditions and other terms and conditions of awards under the Equity Planare determined by our
Board of Directors orthe compensation committee of our Board of Directors, subject to the terms of the Equity Plan.
RSUs may be issued with performance-vesting or time-vesting features. Except for RSUs issued to our Chief
Executive Officer, RSUs are notparticipating securities, and the holders of such awards have no right to receive
regular dividends if orwhen declared. However, we have not paid a dividend to stockholders since 2015.

Totalcompensation costrecognized forallawards under the Equity Plan (or its predecessor) for the years ended
December 31,2020, 2019 and 2018 was $5.6 million, $6.2 million and $6.8 million, respectively. Tax benefits
recognized forthe years ended December 31,2020,2019and 2018 related theretowere $0.2 million, $0.5 million
and $0.8 million, respectively. As of December 31,2020 there was $0.1 million of total unrecognized compensation
cost relatedto non-vested awards under the Equity Plan, which we expect to recognize over a weighted average
period of one year.
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On May 27,2020, the Bankruptcy Court approved a new key employee retention plananda new non-executive
incentive plan covering certain non-executive key employees. On June 23,2020, the Bankruptcy Courtapproved a
key employee incentive plan covering certainadditional key employees, including our executive officers. Upon the
participating employee’s acceptance of anaward under the new compensation plans, all outstanding unvested
incentive awards previously granted to theemployee under our previously -existing incentive plans, consisting of
RSUs, SARs and/or cashincentive awards, were canceled.

Time-Vesting Awards

SARs. Currently, SARs awarded under the Equity Plan generally vestimmediately andexpire in ten years. The
exercise price pershare of SARs awarded under the Equity Plan may not be lessthanthefairmarket value of our
common stock on the date of grant.

The fair value of SARs granted under the Equity Plan (or its predecessor) during each of the years ended
December 31, 2020, 2019 and 2018 was estimated using the Black Scholes pricing model with the following
weighted average assumptions:

Year Ended December 31,

2020 2019 2018
Expected life of SARs (in years) 8 7 7
Expected volatility 127.65% 39.35% 32.10%
Risk free interest rate 1.85% 2.11% 2.56%

The expected life of SARs is based on historical data as is the expected volatility. Risk free interest rates are
determinedusingthe U.S. Treasury yield curve at timeof grant with a term equal to the expected life of the SARs.

A summary of SARs activity under the Equity Planas of December 31, 2020 and changes duringthe year then
ended isasfollows:

Weighted-
Average Aggregate
Weighted- Remaining Intrinsic
Average Contractual Value
Number of Exercise Term (In
Awards Price (Years) Thousands)
Awards outstandingat January 1, 2020 922,230 $ 50.19
Granted 7,000 $ 7.13
Cancelled (160,400) $ 56.57
Expired (156,130) $ 66.61
Awards outstandingat December 31, 2020 612,700 $ 43.84 33 % —
Awards exercisable at December 31,2020 612,700 $ 43.84 33 % —

The weighted-average grantdate fair values per share of awards granted during the years ended December 31,
2020,2019and 2018 were $6.64, $3.75 and $7.11, respectively. Thetotal intrinsic value of awards exercised during
the yearsended December 31, 2020,2019and 2018 was $0, $0 and $0.1 million, respectively. Thetotal fair value of
awards vested duringthe years ended December 31,2020,2019 and 2018 was $0.1 million, $0.1 million and $0.7
million, respectively.

Restricted Stock Units. RSUs are contractual rights to receive shares of our commonstock in the future if the
applicable vesting conditions are met. In 2020, 2019 and 2018, we grantedan aggregateof 0,310,700 and 135,759
time-vesting RSUs, respectively. One-half of each annual grant of time-vesting RSUs will vest two years fromthe date
of grantandthe remaining 50%will vest three years fromthedate of grant, conditioned upon continued employment
throughthe applicable vesting date. The fair value of time-vesting RSUs granted under the Equity Planwasestimated
basedonthefair market value of our common stock on the date of grant.
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A summary ofactivity for time-vesting RSUs underthe Equity Planasof December 31, 2020 and changes
duringthe yearthenendedisasfollows:

Weighted
-Average
Grant Date
Number Fair Value
of Awards Per Share
Nonvested awards atJanuary 1,2020 533,603 $ 1258
Granted — 3 —
Vested (156,819) $ 15.64
Cancelled (301,816) $ 11.26
Forfeited (63,968) $ 1155
Nonvested awards at December 31,2020 11,000 $ 11.49

The total fairvalue oftime-vesting RSUs that vested during the years ended December 31,2020, 2019 and 2018
was $0.2 million, $1.9 million and $1.9 million, respectively.

Performance-Vesting Awards

Restricted Stock Units. In2020,2019and 2018, we granted anaggregate of 0, 190,634 and 194,563 performance-
vesting RSUs, respectively, which will vest upon achievement of certain performance goals as set forth in the
individual award agreements over the three-year performance period beginningonJanuary 1 in the yearofgrant. The
sharesof our common stock to be received upon the vesting of the performance-vesting RSUswill be delivered no later
thanMarch 15 of the year following completion of the three-year performance period. The fair value of performance -
vesting RSUs granted under the Equity Plan to employeeswasestimated based on the fair market value of our common
stock onthe dateof grant.

A summary of activity for performance-vesting RSUs underthe EquityPlanas of December 31, 2020 and
changes duringthe yearthen ended is as follows:

Weighted
-Average
Grant Date
Number Fair Value
of Awards Per Share
Nonvested awardsatJanuary 1,2020 709,277 $ 1441
Granted — $ —
Vested (325,280) $ 16.61
Cancelled (346,001) $ 1258
Forfeited (37,996) $ 1231
Nonvested awards at December 31,2020 — $ —

The total fair value of performance-vesting RSUs that vested during the years ended December 31,2020,2019
and 2018was $1.2 million, $2.3 million and $2.5 million, respectively.

7. Loss Per Share

We present basic and diluted loss per share onour Consolidated Statements of Operations. Basic loss pershare
excludesdilution andis computed by dividing net loss by theweighted-average number of shares of commonstock
outstanding for the period. We experienced a net loss for each of the years in the three-year period ended December
31, 2020 and therefore, have excluded shares of common stock issuable upon exercise of outstanding stock
appreciationrights and vesting of outstanding restricted stock units from the calculation of weighted -average shares
because their inclusion would be antidilutive.

The following table sets forth the stock-based awards excluded from the computations of diluted loss
pershare (in thousands):
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Year Ended December 31,

2020 2019 2018
Employee and director:
SARs 777 982 1,133
RSUs 464 1,205 1,153

8. Financial Instruments and Fair VValue Disclosures

Concentrations of CreditRisk and Allowance for CreditLosses

Our credit risk corresponds primarily to trade receivables. Since the market for our servicesisthe offshore oil
and gas industry, our customer base consists primarily of majorand independent oilandgas companies, as well as
government-owned oil companies. At December 31, 2020, we believe that we have potentially significant
concentrations of credit risk due to the number of rigs we currently have contracted and our limited number of
customers, as some of our customers have contracted for multiple rigs.

In general, before working fora customer with whomwe have not hada prior business relationship and/or
whose financial stability may be uncertain, we perform a credit review on that customer, including a review of its
credit ratings andfinancial statements. Based on that credit review, we may require that the customer have a bank
issue a letter of credit on its behalf, prepay for the services in advanceor provide other credit enhancements. We
currently have one customer for which we have required letters of credit to guarantee $12.8 million of therevenue to
be earned pursuant toa contractextensionamendment signed during the third quarter of 2020. We have notrequired
any other credit enhancements by our customers or required any to pay forservicesin advance at December 31,
2020. We havehistorically used the specific identification method to identify and reserve for uncollectible accounts.
The amounts reserved for uncollectible accounts in previous periods have not beensignificant, individually or in
comparisonto ourtotal revenues. At December 31,2020, $6.1 million in trade receivables were considered past due
by 30 days or more, of which $5.5 million were fully reserved for in previousyears. Theremaining $0.6 million
were less than 90 days past due and considered collectible.

Pursuant to ASU 2016-13, we havereviewed our historical credit loss experience over a look-back period of ten
years, which we deemto be representative of both up-turns and down-cycles in the offshoredrillingindustry. Based
on this review, we developed a credit loss factor using a weighted-average ratio of our actual credit losses to
revenues during the look-back period. In addition, we also considered currentand future anticipated economic
conditions in determining our credit loss factor, including crude oil prices and liquidity of credit markets. In
applyingthe requirements of CECL, we segregated our trade receivables intothree credit lossrisk pools based on
customer credit ratings, each ofwhich represents a tier of increasing credit risk. We calculateda credit loss factor
based onhistorical loss rate information and thenapplied a multiple of our credit loss factorto each of these risk
pools, considering the impactof currentand future economic information and the level of risk associated with these
pools, to calculate our current estimate of credit losses. Tradereceivables that are fully covered by allowances for
credit losses are excluded from theserisk pools for purposes of calculating our current estimate of credit losses.

Forpurposes of calculating our current estimate of credit losses at January 1, 2020 and December 31,2020, all
trade receivables were deemed to be in a single risk poolbased on their credit ratings ateach respective period. Our
current estimate of credit losses under CECL was $0.1 million at December 31, 2020, which included the
cumulative adjustment recorded for the initialadoption of ASU2016-13. Due to immateriality, the cumulative
adjustment was recorded in “Contract drilling, excluding depreciation” expensein our Consolidated Statements of
Operations instead of in opening retained earnings as prescribed in ASU 2016-13. Ourtotal allowance for credit
losses was $5.6 million and $5.5 million at December 31,2020 and 2019, respectively. See Notes 1 and 5.

Fair Values

Fairvalue isdefined as theexchange price that would be received foranasset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the assetor liability in an orderly transaction between
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market participants on themeasurement date. The fair valuehierarchy prescribed by GAAPrequires an entity to
maximizethe use of observable inputs and minimize the use of unobservable inputswhen measuring fair value.
There are three levels of inputs thatmay be used to measure fair value:

Levell Quoted prices foridentical instruments in active markets.

Level2 Quoted market prices forsimilarinstruments in active markets; quoted prices for identical or similar
instruments in markets that are notactive; and model-derived valuations in which all significant inputs
and significant valuedrivers areobservable in active markets.

Level3 Valuationsderived from valuationtechniques in which oneor more significantinputs or significant value
driversare unobservable. Level 3 assetsand liabilities generally include financial instruments whose value
is determined using pricing models, discounted cash flow methodologies, or similar techniques, aswellas
instruments for which thedetermination of fair value requires significant management judgment or
estimationor forwhich there isa lack of transparency as to the inputs used.

Certain of ourassets and liabilities are required to be measured atfair value on a recurring basisin accordance
with GAAP. In addition, certain assets and liabilities may be recorded at fair value on a nonrecurring basis.
Generally, we record assets at fairvalueon a nonrecurringbasisasa result of impairment charges. We recorded
impairment charges relatedto four of ourdrilling rigs, which were measuredatfairvalue onanonrecurring basis
in 2020 and have presented the aggregate loss in “Impairment of assets” in our Consolidated Statements of
Operations forthe yearended December31,2020.

Assets measured at fair value are summarized below (in thousands).

December 31, 2020
Fair Value Measurements Using

Total
Losses
Assets at for Year
Level 1 Level 2 Level 3 Fair Value Ended @
Nonrecurring fairvalue
measurements:
Impairedassets @ $ — $ — $ 1000 $ 1,000 $ 842,016
December 31, 2019
Fair Value Measurements Using
Assets at
Level 1 Level 2 Level 3 Fair Value
Recurring fair value measurements:
Money market funds $ 135300 $ — $ — $ 135,300

@) Representsimpairment losses of $774.0 million and $68.0 million recognized duringthe first and fourth
quarters of 2020, respectively, related to four semisubmersible rigs which were written down to their
estimated fairvalues. See Note 4.

@ Representsthetotalbook value asof December 31,2020 of one semisubmersible rig, which was written
down to its estimated fair valueduring the fourth quarter of 2020. See Note 4.

We believe that the carryingamounts of our other financial assetsand liabilities (excluding long-term debt),
which are not measuredat fair value in our Consolidated Balance Sheets, approximate fair value based on the
followingassumptions:

e Cashand cash equivalents and restricted cash -- The carryingamounts approximate fairvaluebecause of
the short maturity of these instruments.

e Accountsreceivable andaccounts payable -- The carryingamounts approximate fairvalue based on the
natureof theinstruments.
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Our Senior Notes are not measured at fair value; however, underthe GAAP fairvaluehierarchy, our Senior
Noteswould be considered Level 2 liabilities. The fair value of our Senior Noteswas derivedusing a third-party
pricing service at December 31,2020 and 2019. We perform control procedures over information we obtain from
pricing services and brokers to test whether prices received represent a reasonable estimate of fair value. These
procedures include thereview of pricing service or broker pricing methodologies and comparing fair value estimates
to actualtrade activity executed in the marketfor these instruments occurring generally withina 10 -day period of
the report date.

Fairvaluesand related carrying values of our Senior Notes (see Note 10) are shown below (in millions).

December 31, 2020 December 31, 2019

Fair Carrying Fair Carrying

Value Value Value Value
3.45% Senior Notes due 2023 $ 306 $ 2500 $ 2125 $ 2496
7.875% Senior Notes due 2025 61.3 500.0 435.0 497.1
5.70% Senior Notes due 2039 61.2 500.0 292.5 497.3
4.875% Senior Notes due 2043 91.9 750.0 408.8 749.0

We have estimated the fair valueamounts by usingappropriate valuation methodologies and information
available to management. Considerable judgment is required in developing these estimates, and accordingly, no
assurance canbe given that theestimated values are indicative of the amounts that would be realized in a free
market exchange.

9. Drillingand Other Property and Equipment

Costandaccumulated depreciation of drillingand other property and equipmentare summarizedas follows (in
thousands):

December 31,
2020 2019
Drilling rigs and equipment $6,987,630 $8,004,489
Land andbuildings 41,072 64,267
Office equipment and other 83,016 92,289
Cost 7,111,718 8,161,045
Less: accumulated depreciation (2,988909) (3,008217)

Drilling and other propertyandequipment,net  $4,122,809 $5,152,828

During 2020, we recognized anaggregate pre-tax gain of $7.4 million on the disposal of assets, which included
a pre-taxgain onthe sale of our corporate headquarters office building in Houston, Texas and the Ocean Confidence
of $3.7 million and $3.5 million, respectively. Also, during 2020, we recorded an aggregate impairment charge of
$842.0 million, to write down four of our drilling rigs with indicators of impairment to their estimated fair values.
See Notes4 and 8.

During 2020, we transferred the net book value of the Ocean America and Ocean Rover, two previously
impaired semisubmersible rigs, to “Assets held forsale”in our Consolidated Balance Sheets at December 31,2020.
We are actively marketing both rigs for sale and expect to sellthem in the first half of 2021.

10. Credit Agreements and Senior Notes
CreditAgreements

In March 2020, we terminated our $225.0 million revolving credit agreement, which was scheduled to mature
on October22,2020. At December31,2019andthe time of termination, there were no borrowings outstanding
under the facility. We did not incurany early termination penalties in connection with theterminationand wrote o ff
$0.5 million in deferred arrangement fees associated with the facility during the yearended December 31, 2020.
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On October 2, 2018, Diamond Offshore Dirilling, Inc., or DODI, as the U.S. borrower, and our subsidiary
Diamond Foreign Asset Company, or DFAC, asthe foreign borrower, entered intoour senior 5-year Revolving
Credit Agreement with a syndicate of lenders and Wells Fargo Bank, National Association, asadministrative agent,
forgeneral corporate purposes, including investments, acquisitions and capital expenditures. The maximum amou nt
of borrowings available under the Revolving Credit Agreement was $950.0 million and it provided fora swingline
subfacility of $100.0 million anda letter of credit subfacility of $250.0 million. The obligations of DODI and DFAC
under the Revolving Credit Agreement are each guaranteed by certain subsidiaries of DODI and DFAC,
respectively, and 65% of the equity interest in DFAC is pledged as collateral for the obligations under the Revolving
Credit Agreement. The Revolving Credit Agreement was scheduled to mature on October 2,2023.

In March 2020, we borrowed $436.0 million under the Revolving Credit Agreement.

The filing of the Chapter 11 Cases on April 26,2020 constituted an eventof default under the Revolving Credit
Agreement, andthe principaland interest on outstanding borrowings thereunder became immediately due and
payable. Also, asa result of the filing of the Chapter 11 Cases, we received notification on April 28,2020 that the
commitments under our Revolving Credit Agreement had been reduced from $950 million to approximately $442.0
million, representing the amountof borrowings outstanding plus the value ofa $6.0 million financial letter of credit,
which was issued in January 2020 under the Revolving Credit Agreement in supportof a previously issued surety
bond. The outstanding borrowings and accrued interest have been presented as “Liabilities subjectto compromise”
in our Consolidated Balance Sheets at December 31, 2020. See Note 2.

At December 31,2020, the outstanding borrowings under the Revolving Credit Agreementof $436.0 million
are adjusted base rateloans that bear interestata rate of 5.25%over the greater of (i) the prime rate, (ii) the federal
fundsrateplus 0.50%and (iii) the daily one-month Eurodollar Rate plus1.00%. The weighted average interestrateon
the combined borrowings at December 31,2020 was 8.50%. In addition, we hada $6.0 million financial letter of
credit outstandingunder the Revolving Credit Agreement, which incurs a participation fee of 6.25% perannum. The
letter of credit was drawn onby thebeneficiary in January 2021 andwas convertedto an adjusted base rate loan
underthe Revolving Credit Agreement.

On April 26,2020, asa result of filing the Chapter 11 Cases, we ceasedaccruinginterest on our borrowings
underour Revolving Credit Agreement. As a result, we did not record $21.3 million of contractual interest ex pense
related to outstanding borrowings under our Revolving Credit Agreementfor theyearended December 31, 2020.
However, theexact amount of interest relating to the period after the Petition Date is subject to final determination
in accordancewith the Plan. Additionally, we wrote off $3.9 million in deferred arrangementfeesassociated with
the Revolving Credit Agreement during the year ended December 31,2020.

Senior Notes
At December 31,2020, our Senior Notes were comprised of thefollowing debt issues (dollars in millions):

Aggregate Interest Rate at
Principal Stated Issuance Semiannual Interest
Debt Issue Amount Maturity Date Coupon Effective Payment Dates

3.45% Senior Notesdue 2023 ~ $ 250.0 November1,2023 345% 3.50% May1and Novemberl
7.875% Senior Notesdue 2025 $ 500.0 August15,2025 7.875%  8.00% February15andAugust15
5.70% Senior Notes due 2039 $ 500.0 October15,2039 5.70% 5.75% April 15andOctober 15
4.875% Senior Notesdue 2043 $ 750.0 November1,2043 4.875%  4.89% May 1and November1l

Thefiling of the Chapter 11 Cases constituted anevent of default that accelerated the Company’s obligations
underour Senior Notes. Asa result, the principaland accrued interestthereon are immediately due and payable and
have beenpresentedas “Liabilities subject to compromise” in our Consolidated Balance Sheets at December 31,
2020. However, any efforts to enforce such payment obligations are automatically stayedasaresult of thefiling of
the Chapter 11 Cases, and the creditors’ rights of enforcementin respect ofthe Senior Notes are subject to the
applicable provisions of the Bankruptcy Code.
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Upon filing of the Chapter 11 Cases, we ceased accruing interest on our senior unsecured debt. Asa result, we
did not record $76.7 million of contractual interest expenserelated to our Senior Notes for the yearended December
31,2020. In addition, we wrote off $23.7 million in unamortized discountand debt issuance costs associated with
the Senior Notes duringthe yearended December 31, 2020.

At December 31,2020and 2019, the carrying value of our Senior Notes, net of unamortized discountand debt
issuancecosts, wasas follows (in thousands):

December 31,

2020 2019

3.45% Senior Notes due 2023 $ 250,000 $ 248,759
7.875% Senior Notes due 2025 500,000 491,655
5.70% Senior Notes due 2039 500,000 493,316
4.875% Senior Notes due 2043 750,000 742,011
Total Senior Notes, net $2,000,000 $1,975,741

Senior Notes Due 2025. In August2017, we issued $500.0 million aggregate principalamount of unsecured
7.875% senior notes due 2025, or 2025 Notes, and received netproceedsof $489.1 million after deduction of
underwriter discounts, commissions and expenses. We usedthe netproceeds from the 2025 Notes, together with
cash on hand, to fund the redemption of our previously outstanding 5.875% Senior Notes due2019. The 2025 Notes
are unsecured obligations of DODI, andrankequally in right of paymenttoallof its existing and future senior
indebtedness, andare structurally subordinatedto all existingand future obligations of our subsidiaries. We have the
right to redeem some orall of the 2025 Notesat any time or fromtimeto time, onat least 15days butnotmore than
60 days priorwritten notice, at the applicable redemption price specified in the governingindenture, plus accrued
and unpaid interestto, butexcluding, the date of redemption.

Senior Notes Due 2023and2043. Our 3.45% Senior Notes due 2023and 4.875% Senior Notes due 2043 are
unsecured and unsubordinated obligations of DODI, and rank equally in right of payment toall of its existing and
future unsecured and unsubordinated indebtedness, and are effectively subordinated to all existing and future
obligations of our subsidiaries. We havethe right to redeemall ora portion of these notes forcash at any time or
from time to time, on at least 15 days but not more than 60 days prior written notice, at a make-whole redemption
price specified in the governing indenture (if applicable) plus accruedand unpaid interestto, but excluding, thedate
of redemption.

Senior Notes Due 2039. Our5.70% Senior Notes due 2039 are unsecuredand unsubordinated obligations of
DODI, and rank equally in right of payment to all of its existing and future unsecured and unsubordinated
indebtedness, and are effectively subordinated toall existingand future obligations of our subsidiaries. We havethe
right to redeemallora portion of these notes for cashat any time or from timeto time, on atleast 15 days but not
more than 60 days prior written notice, at the redemption price specified in the governing indenture plus accrued and
unpaid interest to the date of redemption.

See Note 18.

11. Commitments and Contingencies

Various claims havebeenfiled againstus in the ordinary course of business, including claims by offshore
workers alleging personal injuries. With respect to each claim or exposure, we have made an assessment, in
accordancewith GAAP, of the probability that the resolution of thematter would ultimately resultina loss. When
we determine that an unfavorable resolution ofa matter is probable and such amount of loss can bedetermined, we
record a liability forthe amount of theestimated loss at the time that both of thesecriteria are met. Our management
believes that we haverecorded adequate accruals forany liabilities thatmay reasonably be expected toresult from
these claims.
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Asbestos Litigation. We are one of several unrelated defendants in lawsuits filed in Louisiana state courts
allegingthat defendants manufactured, distributed or utilized drillingmud containingasbestos and, in our case,
allowed such drillingmud to have beenutilized aboard our drilling rigs. The plaintiffs seek,amongotherthings, an
award of unspecified compensatory and punitive damages. The manufacture and use of asbestos-containingdrilling
mud had already ceased before we acquired any ofthe drilling rigs addressed in these lawsuits. We believe that we
arenot liable forthedamages asserted in the lawsuits pursuantto theterms of our 1989 assetpurchase agreement
with Diamond M Corporation. We are unable to estimate our potential exposure, if any, to these lawsuits at this time
but do not believe that our ultimate liability, if any, resulting fromthis litigation willhave a material effect on our
consolidated financial condition, results of operations or cash flows.

Non-Income Tax and Related Claims. We have received assessments relatedto, or otherwise have exposure to,
non-income taxitems such as sales-and-usetax, value-added tax, ad valorem tax, custom duties,and other similar
taxesin varioustaxingjurisdictions. We have determined thatwe have a probable loss for thesetaxesandthe related
penaltiesand interest and, accordingly, have recorded a $13.5 million and $16.1 million liability at December 31,
2020 and 2019, respectively. We intend to defend these matters vigorously; however, the ultimate outcome ofthese
assessments and exposures could result in additional taxes, interestand penalties for which the fully assessed
amounts would have a material adverse effecton our financial condition, results of operations or cash flows.

Other Litigation. We have been named in various other claims, lawsuits or threatened actions that are incidental
to the ordinary course of ourbusiness, includinga claim by one of our customers in Brazil, Petréleo Brasileiro S.A.,
or Petrobras, that it will seek to recover fromits contractors, includingus, any taxes, penalties, interest and feesthat
it must pay to the Brazilian taxauthorities for our applicable portion of withholding taxes related to Petrobras’
charter agreements with its contractors. We intend to defend these matters vigorously; however, litigation is
inherently unpredictable, and the ultimate outcome or effect of any claim, lawsuit oraction cannot be predicted with
certainty. Asa result, there canbe no assurance as to the ultimateoutcome ofany litigation matter. Any claims
against us, whether meritorious or not, could cause usto incur significant costs and expenses and require significa nt
amounts of management and operational time and resources. In theopinion of our management, no such pending or
known threatened claims, actions or proceedings againstus are expected to have a materialadverse effect on our
consolidated financial position, results of operations or cash flows.

Personal Injury Claims. Under our currentinsurance policies, our deductibles formarine liability insurance
coverage with respect to personal injury claims notrelated to named windstorms in the U.S. Gulf of Mexico, which
primarily result from Jones Act liability in the U.S. Gulf of Mexico, are $5.0million forthe first occurrence and
vary in amounts ranging between $5.0 million and, if aggregate claimsexceedcertain thresholds, up to $100.0
million foreach subsequent occurrence, depending on the nature, severity and frequency of claims that might arise
duringthe policy year. Our deductibles for personal injury claims arising due to named windstorms in the U.S. Gu If
of Mexico are $25.0 million forthe first occurrence and vary in amounts rangingbetween $25.0 million and, if
aggregate claims exceed certain thresholds, up to $100.0 million for each subsequent occurrence, depending on the
nature, severity and frequency of claims that might arise during the policy year.

The Jones Act isa federal lawthat permits seamen to seek compensation for certaininjuries duringthe course
of theiremploymenton a vesseland governs the liability of vessel operatorsand marineemployers for the work-
related injury or death ofanemployee. We engage outside consultants to assist us in estimating our aggregate
liability for personal injury claims based onour historical lossesand utilizing various actuarial models. We allocate
a portion ofthe aggregate liability to “Accrued liabilities” based on an estimate of claims expected to be paid within
the next twelve months with the residualrecorded as “Other liabilities.” At December 31, 2020, our estimated
liability for personal injury claims was $14.7 million, of which $5.9 million and $8.8 million were recorded in
“Accrued liabilities” and “Other liabilities,” respectively, in our Consolidated Balance Sheets. At December 31,
2019, our estimated liability for personal injury claimswas $17.4 million, of which$6.4 millionand $11.0 million
were recorded in “Accrued liabilities” and “Other liabilities,” respectively, in our Consolidated Balance Sheets. The
eventual settlement oradjudication of these claims could differ materially from our estimated amounts due to
uncertaintiessuchas:

o theseverity of personalinjuries claimed;

e significant changes in the volume of personal injury claims;
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o theunpredictability of legal jurisdictions where the claims will ultimately be litigated;
e inconsistent court decisions; and
o therisksand lackof predictability inherent in personal injury litigation.

Purchase Obligations. At December 31, 2020, we had no purchase obligations formajorrigupgrades or any
othersignificant obligations, exceptforthoserelated to our direct rigoperations, which arise during the normal
course of business.

Services Agreement. In February 2016, we entered intoa ten-year agreementwith a subsidiary of Baker Hughes
Company (formerly named Baker Hughes, a GE company), or Baker Hughes, to provideservices with respect to
certain blowoutpreventer and related well control equipment, or Well Control Equipment, on ourdrillships. Such
services include managementof maintenance, certification and reliability with respecttosuch equipment. Future
commitments under the contractual services agreementsare estimated to beapproximately $39 millionperyear or an
estimated $210 million in the aggregate over theremaining term of the agreements. See Note 18.

Inaddition, we lease Well Control Equipmentfor our drillships under ten-year operating leases. See Note 12.

Letters of Credit and Other. We were contingently liable as of December31, 2020 in the amount of $32.5
million under certain tax, performance, supersedeas, VAT and customs bondsand letters of credit. Agreements
relatingto approximately $24.2 million of customs, tax, VAT and supersedeas bonds can require collateral at any
time, while the remaining agreements, aggregating $8.3 million, cannot require collateral except in events of defaul.
During the yearended December 31,2020, a $6.0 million financial letter of credit was issued on our behalf as
collateralin support of our outstanding surety bonds. The letter of credit was drawnon by the beneficiary in January
2021 andwas convertedto anadjusted base rate loan under our Revolving Credit Agreement. During 2020, we also
madecash collateral deposits of $17.5million with respectto other bonds and letters of credit, which are recorded in
“Otherassets” in our Consolidated Balance Sheets at December 31, 2020.

12. Leases and Lease Commitments

Our leasingactivities primarily consist of operating leases for our corporateand shorebase offices, office and
informationtechnology equipment, employee housing, vehicles, onshore storage yards and certain rig equipment
and tools. Our leases have terms ranging from one month to tenyears, some of whichinclude optionsto extend the
lease forup to five yearsand/or to terminate the lease within oneyear.

In November 2020, we sold our corporate headquarters office building in Houston, Texas fora net pre-taxgain
of $3.7 million andentered intoa corresponding 3-year leaseback agreement for a portion of the office, which
includes an option to terminate after two years.

Additionally, we are participants in four sa le and leaseback arrangements with a subsidiary of Baker Hughes
pursuantto the 2016 sale of Well Control Equipmenton our drillships and correspondingagreementsto lease back
that equipment under ten-year operating leases for approximately $26 million peryear in the aggregate with renewal
options for two successivefive-year periods. At the time of the transactions with Baker Hughes, the carrying value
of the Well Control Equipment exceeded the aggregate proceeds received from thesale, resulting in the recognition
of prepaid rent, which was being amortized over the respective terms of the leases. On January 1,2019,as a result of
the adoptionof ASU 2016-02, theaggregate remaining prepaid rent balances of $3.9 million and $10.6 million,
previously recorded as “Prepaid expenses and other current assets” and “Other assets,” respectively, were
reclassified to a right-of-use lease asset within “Otherassets” in our Consolidated Balance Sheets and continueto be
amortized overthe remaining terms oftheleases.

Inapplying ASU 2016-02, we utilize an exemption for short-term leases whereby we do not record leases with
termsof one year or less on the balance sheet. We have also made anaccounting policy election not toseparate lease
components from non-lease components for each of our classes of underlyingassets, exceptforsubsea equipment,
which includes the Well Control Equipment discussed above. At inception, theconsiderationfor the overall Well
Control Equipmentarrangement was allocated between the lease and service components based onanestimation of
stand-alone selling price of each component, which maximized observable inputs. The costs associated with the
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service portion of the agreement are accounted for separately fromthecost attributable to the equipment leases
based onthat allocationand thus, are notincluded in our right-of-use leaseasset or lease liability balances. The non-
lease components foreach of our other classes of assets generally relate to maintenance, monitoring and security
servicesand are not separated from their respective lease components. See Note 11.

The lease term used for calculating our right-of-use assets and lease liabilities is determined by considering the
noncancelable lease term, as well as any extension options that we are reasonably certain to exercise. The
determination toinclude option periods is generally made by considering the activity in the region or for the rig
correspondingto the respective lease, among other contract-based and market-based factors. We have used our
incremental borrowing rate to discount future lease payments as the rate implicit in our leases is not readily
determinable. To arrive at ourincremental borrowingrate priorto filing of the Chapter 11 Cases, we considered our
unsecured borrowings andthen adjusted those rates to assume full collateralization and to factorin the individual
lease term and paymentstructure. The incremental borrowing ratefor leases entered or modified in 2020 subsequent
to the Petition Date was determined primarily based on secured borrowing rates beingnegotiated in relation to a
pendingplanof reorganization.

Components of lease expenseare as follows (in thousands):
Year Ended December 31,

2020 2019
Operating leasecost $ 35964 $ 35,752
Short-term leasecost 832 3,414
Variable leasecost 1,465 504

Totallease cost $ 38,261 $ 39,670

Totaloperating lease expense for theyear ended December 31,2018 was $30.1 million.

Supplemental information related to leases isas follows (in thousands, except weighted-average data):

Year Ended
December 31,
2020 2019
Operating cash flows used for operating leases $ 35,057 $ 39,561
Right-of-useassets obtained in exchange for lease liabilities 10,645 26,248
Weighted-average remaining lease term 5.6 years 6.7 years
Weighted-average discountrate 8.94% 8.68%

Maturities of lease liabilities as of December 31,2020 are as follows (in thousands):

2021 $ 33214
2022 32,918
2023 32,248
2024 31,071
2025 29,879
Thereafter 21,635
Total lease payments 180,965
Less: interest (39,771)
Totallease liability $ 141,194
Amounts recognizedin Consolidated Balance Sheets:
Accrued liabilities $ 5072
Other liabilities 23,476
Liabilities subjectto compromise 112,646
Total operating lease liability $ 141,194
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Operating leaseassets, including prepaid rentbalances related to the Baker Hughes transaction, totaling $154.8
million and $169.2 million are included in “Otherassets” in our Consolidated Balance Sheetsasof December 31,
2020 and 2019, respectively.

13. Related-Party Transactions

Transactions with Loews. We were party to a services agreement with Loews, or the Services Agreement,
pursuantto which Loews performed certainadministrative andtechnical services on our behalf. Such services
included internalauditing services and advice and assistance with respect to obtaining insurance. Under the Services
Agreement, we were required to reimburse Loews for (i) allocated personnel cost (such as salaries, employee
benefits and payroll taxes) of the Loews personnel actually providing such services and (i) all out-of-pocket
expenses relatedto the provision of such services. On April 24,2020, our Services Agreement with Loews was
terminated by mutual agreement. We have sinceretained unrelated third partiesto assist us with some of these
services, includingservices related to internal audit functions. We were charged $0.3 million, $0.7 million and $0.6
million by Loews for these support functions related to the years ended December 31, 2020, 2019 and 2018,
respectively.

14. Restructuring and Separation Costs

Prepetition Restructuring Charges. We engaged financial and legaladvisors to assist us in,among other things,
analyzingvarious strategic alternatives to our capital structure, leading to the commencement of the Chapter 11
Casesin the Bankruptcy Court on April 26, 2020. Prior to the Petition Date, we incurred $7.4million in legal and
other professional advisor fees in connectionwith the consideration of restructuring alternatives, including the
preparationforfiling of the Chapter 11 Cases and related matters. We have reported these amounts in “Restructuring
and separation costs” in our Consolidated Statements of Operations for the year ended December 31, 2020.

Professional fees in connection with the Chapter 11 Cases after the Petition Date are reported in
“Reorganizationitems, net” in our Consolidated Statements of Operations forthe yearended December 31, 2020.
See Note 2.

Reductionsin Force.

2020.1In April 2020, we initiated a plan to reduce thenumber of employees in our world -wide organization in
an effort to restructure our businessoperations and lower operating costs. Duringthe year ended December 31,
2020, we incurred $10.3 million, primarily for severance and related costsassociated with a reductionin personnel
in our corporate offices, warehouse facilitiesand certain of our international shorebase locations. We have reported
these amounts in “Restructuring and separation costs” in our Consolidated Statements of Operations for the year
ended December 31, 2020.

2018.Inlate2017,in response toa downturnin the offshore drilling market, combined with changes to the size
and compositionof ourdrilling fleetsince 2015, our managementapproved and initiated a reductionin workforce at
ouronshorebasesand corporate facilities. During 2018, we incurred $5.0 million in severanceand related costs for
redundantemployees identified in 2018 in connection with the restructuring planand paid $12.4 millionin previously
accrued costs. During 2019, all remaining obligationsunder the restructuring plan were settled.

15. Income Taxes

On March 27, 2020, the President of the United States signed into law the Coronavirus Aid, Relief and
Economic Security Act, orthe CARES Act. The CARES Act allows a carryback of netoperating losses generated in
2018,2019and 2020 to each ofthefive precedingtaxable years. As a result of the carryback, we recognized a tax
benefit of $9.7 million due to a partial release of a previously recognized valuation allowance and tax rate change.

The Chapter 11 Cases may have a material impacton ourtaxattributes, thefullextent of which will not be
known untila plan of reorganizationis finalized. Cancellation of indebtedness incomeresulting from the Chapter 11
Casesmayreduceourtax attributes including, but not limited to, net operating lo ss carryforwards, foreign tax
credits and depreciable tax basis of our offshore drilling rigs. In addition, the utilization of any remaining tax
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attributes could potentially be limited in future periods should theplan of reorganization result in an ownership
change under Internal Revenue Code Section 382.

Severalof ourrigs are owned by Swiss branches of entities incorporated in the United Kingdom, or U.K., that
have historically been taxed under a special tax regime pursuantto Swiss corporate income tax rules. On September
3, 2019, the Swiss federal government, alongwith the Canton of Zug, enacted tax legislation, which werefer to as
Swiss Tax Reform, effective as of January 1,2020. Swiss Tax Reform significantly changed Swiss corporate income
tax rules by, among other things, abolishing special tax regimes. The legislationalso provides transitionrulesunder
which companies can maintain their currentbasis of taxationthroughJanuary 1,2022.

The abolition of special tax regimes will require usto determine our Swiss tax liability on a net income basis
beginningon January 1,2022, thus also requiring deferred taxes to be computed on thedifference betweenthe Swiss
tax basisand U.S. GAAP basis of certain items, including property, plantand equipment. There are stillmany
uncertainties in the application of Swiss Tax Reform, including the values to be used to measure depreciable
property. Therefore, we have recorded a $187.0 million net deferred tax asset for the difference in basis of certain of
ourrigs between Swiss tax and U.S. GAAP, offset, where appropriate, by a reserve foran uncertain tax position. As
further clarification is issued by the Swiss tax authorities, deferred tax balances and the reserve for uncertain tax
positions may need to be adjusted. The potential changes could have a material effect on our consolidated financial
statements.

In 2019, the Internal Revenue Service, or IRS, issued final regulations with respect to the calculationof the toll
charge associated with the deemed repatriation of previously deferred earningsof our non-U.S. subsidiaries, or
Transition Tax, in response to the Tax Cuts and Jobs Act enacted in 2017, commonly referredto asthe TaxReform
Act. Based on the new regulations, we recorded a nettax benefit of$14.2million inthe second quarter of 2019,
primarily to reverse a previously recorded uncertain tax position related to the Transition Tax. Consequently, our
revised net tax benefit associated with the Tax Reform Act is $34.5 million, which now consists of (i) a $38.0
million charge relating to the one-time mandatory repatriation of previously deferred earnings of certain non-U.S.
subsidiaries that areowned eitherwholly or partially by our U.S. subsidiaries, inclusive of the utilization of certain
tax attributes and (i) a $72.5 million credit resulting from the determination and re-measurement of our net U.S.
deferred tax liabilities at the lower corporateincome tax rate.

Our incometaxexpenseisa function of the mix between our domestic and international pre-tax earnings or
losses, the mix of international tax jurisdictions in which we operate and recognition of valuation allowances for
deferred tax assets for which the tax benefits are not likely to be realized. Certain of our rigs are owned and
operated, directly or indirectly, by DFAC. Our management has determined that we will no longer permanently
reinvest foreign earnings. As of December 31, 2020, we recorded $0.5 million for the withholding income tax
impactassociated with the potential distribution of DFAC’s earnings. We have not provided income tax on the
outside basis difference of our international subsidiaries as management does not intend to dispose of these

subsidiaries andstructuringalternatives exist to mitigate any potential liability should a dispositiontake place.

The components of income tax expense (benefit) are as follows (in thousands):
Year Ended December 31,

2020 2019 2018

Federal—current $ (11,844) $ (13,810) $ 20,107
State —current (12) 19 2
Foreign — current 9,898 25,899 9,531
Totalcurrent (1,958) 12,108 29,640
Federal—deferred (7,431) (67,015) (75,279)
Foreign — deferred (11,797) 10,107 (714)
Total deferred (19,228) (56,908) (75,993)
Total $ (21,186) $ (44,800) $ (46,353)
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The difference betweenactual income tax expense andthetax provisioncomputed by applying the statutory
federalincome taxrate to income before taxes is attributable to the following (in thousands):

Year Ended December 31,

2020 2019 2018

(Loss) income before income tax expense:
us. $ (336,880) $(339,072) $(266,855)
Foreign (939,210) (62,942) 40,230

$(1,276,090) $(402,014) $(226,625)
Expected income tax benefit at federal statutory rate $ (267,979) $ (84,423) $ (47,591)

Effect oftax ratechanges (7,003) (74,168) 1,763
Reorganizationitems 7,871 — —
Post-petitioninterest expense (16,778) — —
Effect of foreign operations 136,262 3,129 15
Valuationallowance 17,331 11,650 11,929
Uncertaintax positions, settlements and
adjustments relating to prior years 107,148 96,960  (15,777)
Other 1,962 2,052 3,308
Income tax benefit $ (21,186) $ (44,800) $ (46,353)

Deferred Income Taxes. Significant components of our deferred income taxassets and liabilities are as follows
(in thousands):

December 31,

2020 2019
Deferred tax assets:
Net operating loss carryforwards, or NOLs $ 285,910 $ 253,973
Foreign tax credits 34,089 43,026
Disallowed interest deduction 66,395 40,777
Worker’s compensation and other current
accruals 5,644 6,250
Deferred deductions 7,749 12,345
Deferred revenue 11,240 7,209
Operating leaseliability 9,156 5,461
Other 12,967 4,367
Total deferred tax assets 433,150 373,408
Valuationallowance (203,950) (186,620)
Net deferred tax assets 229,200 186,788
Deferred tax liabilities:
Property, plantand equipment (239,576) (225,643)
Mobilization (7,422) (2,245)
Right-of-useassets (9,603) (5,461)
Other (937) (967)
Total deferredtax liabilities (257,538) (234,316)
Net deferred tax liability $ (28,338) $ (47,528)

Net Operating Loss Carryforwards. As of December 31,2020, we recordeda deferred tax asset of $285.9
million for the benefit of NOL carryforwards, comprised of $217.2 million relatedto our U.S. losses and $68.7
million related to ourinternational operations. Approximately $215.9 million of this deferred tax asset relates to
NOL carryforwards that have an indefinite life. The remaining $70.0 million relates to NOL carryforwards in
several of our foreign subsidiaries, as well as in the U.S. Unless utilized, these NOL carryforwards will expire
between 2024 and 2038.
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Foreign Tax Credits. As of December 31,2020, we recorded a deferred tax assetof $34.1 million for the benefit
of foreign taxcreditsin the U.S., allof which will expire, unless utilized, between 2024 to 2029.

Valuation Allowances. We record a valuationallowance on a portion of our deferred tax assets notexpected to
be ultimately realized. During the years ended December 31, 2020, 2019 and 2018, we established valuation
allowances related to net operating losses, foreign tax credits and other deferred tax assets 0f $69.2 million, $30.7
million and $35.2 million, respectively. During the years ended December 31,2020,2019 and 2018, we released
valuation allowances in various jurisdictions of $51.9 million, $19.0 million and $23.3 million, respectively. The
valuation allowancewasalso reduced by a $6.2 million adjustmentto retained earnings at January 1, 2018 in
connection with our adoption of ASU 2016-16. See Note 1 “General Information - Changes in Accounting
Principles - Income Taxes.”

As of December 31, 2020, valuation allowances aggregating $204.0 million have been recorded for our net
operating losses, foreign tax credits and other deferred tax assets for which the tax benefits are not likely to be
realized.

Unrecognized Tax Benefits. Our income tax returns are subjectto review and examination in the various
jurisdictions in which we operate, andwe are currently contesting various tax assessments. We accrue for income
tax contingencies, or uncertain tax positions, thatwe believe arenot likely tobe realized. A rollforward of the
beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is as follows (in
thousands):

For the Year Ended December 31,

2020 2019 2018
Balance, beginning of period $(118,884) $ (55,943) $ (81,864)
Additions for current year tax positions (100,780) (85,970) (2,906)
Additions for prior year tax positions (1,559) (2,113) (20,943)
Reductions for prior year tax positions 2,944 23,267 49,175
Reductions related to statute of limitation
expirations 3,653 1,875 595
Balance, end of period $(214,626) $(118,884) $ (55,943)

The addition for current year tax positions in 2020is due to a change in Switzerland tax legislation enacted in
2019. Due to theuncertainties regarding the application of Swiss Tax Reform, includingthe values to be used to
measure depreciable property, a liability for an uncertain tax position was recorded in the amountof $ 100.8 million
in 2020 and $ 86.2 million in 2019. The $23.3 million reduction in 2019 for prior year tax positions is mainly due to
reversal of anuncertain tax position recorded for the one-time mandatory repatriation provision ofthe Tax Reform
Act, following finalregulations issued by the IRS in June 2019.

The $20.9 million addition for prior year tax positions in 2018 , as well as the $49.2 million reduction for prior
yeartaxpositions are all primarily due to uncertainty associated with the enactment of the Tax Reform Act and
subsequent clarificationissued by the IRS related to the positions in question.

At December 31,2020, $0.6 million, $193.2 million and $56.3 million of the net liability for uncertain tax
positions were reflected in “Other assets,” “Deferred tax liability” and “Other liabilities,” respectively, in our
Consolidated Balance Sheets. At December 31,2019, $0.5million, $91.1million and $58.3 million of the net
liability foruncertain tax positions were reflected in “Otherassets,” “Deferred tax liability” and “Other liabilities,”
respectively, in our Consolidated Balance Sheets. Of the net unrecognized tax benefits at December 31,2020, 2019
and 2018, $249.0 million, $148.8 million and $81.6 million, respectively, would affect the effective tax rates if
recognized.

At December 31,2020, the amountof accrued interest and penalties related to uncertain tax positions was $6.0
million and $19.0 million, respectively. At December 31,2019, the amount of accrued interestand penalties rela ted
to uncertaintax positions was $4.0 million and $16.5 million, respectively.
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Interest expense recognized during the years ended December 31,2020,2019and 2018 related to uncertain tax
positionswas $1.9 million, $1.0 million and $0.1 million, respectively. Penalties recognized duringthe yearsended
December 31,2020,2019 and 2018 related to uncertain tax positions were $1.1 million, $0.3 million and $(0.6)
million, respectively.

We expect the statute of limitationsforthe 2015 through 2017 tax years to expire in 2021 for various of our
subsidiaries operatingin Mexico, Trinidad and the United States. We anticipate that therelated unrecognized tax
benefit willdecrease by $4.5million at thattime.

Tax Returns and Examinations. We file income tax returns in the U.S. federal jurisdiction, various state
jurisdictions and various foreign jurisdictions. Tax years thatremain subject toexamination by these jurisdictions
include the year 2000 and the years 2009 to 2019. We are currently under audit in Australia, Brazil, Egypt,
Equatorial Guinea, Malaysia, Mexico and Romania. We do not anticipate thatany adjustments resulting from the tax
audit of any oftheseyears willhave a material impact on our consolidated results of operations, financial condition
or cash flows.

16. Employee Berefit Plans
Defined Contribution Plans

We maintain defined contribution retirement plans forour U.S., U.K., and third-country national (or TCN)
employees. The planforourU.S.employees, orthe 401k Plan, is designed to qualify under Section 401(k) of the
Internal Revenue Code of 1986, asamended, orthe Code. Underthe 401Kk Plan, each participant mayelectto defer
taxationon a portionofhisorhereligible earnings, as defined by the 401k Plan, by directing his or heremployer to
withhold a percentage of suchearnings. A participatingemployee mayalso electto makeafter-tax contributions to
the 401k Plan. During 2020, 2019 and 2018, we matched 100% ofthe first 5% ofeach employee’s qualifying annual
compensation contributed tothe 401k Planon a pre-tax or Rothelective deferral basis in each respective year.
Participants are fully vested in the employer match immediately uponenroliment in the 401k Plan. We ceased
matching contributions to the 401k Plan effective November 2020. For the years ended December31, 2020, 2019
and 2018, our provision for contributions was $6.2 million, $9.1 million and $8.0 million, respectively.

The defined contribution retirement plan for our U.K. employees provides that we make annual contributionsin
an amount equal to the employee's contributions generally up to a maximum percentage ofthe employee's defined
compensation peryear. Our contribution during 2020, 2019and 2018 foremployees working in the U.K. sector of
the North Sea was 6% of the employee’s defined compensation. Our provision for contributionswas $1.8 million,
$2.1 millionand$1.5million forthe yearsended December 31,2020,2019 and 2018, respectively. Effective
December 2020, we reduced our matching contribution to 4% oftheemployee’s defined compensation.

The defined contribution retirement plan forour TCN employees, or International Savings Plan, is similarto the
401k Plan. During 2020, 2019 and 2018, we matched 5% ofeachemployee’scompensation contributed to the
International Savings Plan in each respective year. We ceased matching contributions to the International Savings
Plan effective November 2020. Our provision for contributions to the planwas $0.2 million in 2020 and $0.4 million
in each ofthe yearsended December 31,2019 and 2018.
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Deferred Compensation and Supplemental Executive RetirementPlan

Our Amended and Restated Diamond Offshore Management Company Supplemental Executive Retirement
Plan, or Supplemental Plan, provides benefits to a selectgroup of our management or other highly compensated
employees to compensate such employees for any portion of the applicable percentage of the base salary
contributionand/or matching contributionunder the 401k Plan thatcould notbe contributedto thatplan because of
limitations within the Code. We ceased matching contributions to the Supplemental Plan effective January 2020.
Our provision for contributions to the Supplemental Plan for 2020,2019and 2018 was $0,$0.1 million and $0.1
million, respectively.

17. Segments and Geographic Area Analysis

Although we provide contract drilling services with different types of offshoredrillingrigs and also provide
such services in many geographic locations, we have aggregated these operations into onereportable segment based
on the similarity of economic characteristics due to the nature of the revenue-earningprocess as it relates to the
offshore drillingindustry over the operating lives of our drilling rigs.

Our drilling rigs are highly mobile and may be moved to other markets throughout the world in response to
market conditions or customer needs. At December 31, 2020, our active drilling rigs were located offshore three
countries in addition to the United States. Revenues by geographic area are presented by attributingrevenuesto the
individual country or areas where the services were performed.

The followingtables provide information about disaggregated revenue by equipment-type and country (in
thousands):

Year Ended December 31, 2020

Total Revenues
Contract Related to
Drilling Reimbursable
Revenues @ Expenses Total
United States $ 321,150 $ 13,262 $ 334,412
Brazil 155,436 (18) 155,418
United Kingdom 112,121 8,929 121,050
Australia 63,876 13,271 77,147
Malaysia ? 40,170 5,490 45,660
Total $ 692,753 $ 40,934 $ 733,687
Year Ended December 31, 2019
Total Revenues
Contract Related to
Drilling Reimbursable
Revenues @ Expenses Total

United States $ 507,759 $ 7,881 $ 515,640
Brazil 191,519 83 191,602
United Kingdom 149,724 14,036 163,760
Australia 85,932 23,710 109,642
Total $ 934934 §$ 45710 $ 980,644

@ Contract drilling revenue for 2020 and 2019 was entirely attributable to our floater rigs (drillships and
semisubmersibles).

@ Revenue earned by the Ocean Monarchduring a standby period in Malaysia while awaiting clearance to begin
operations in Myanmar waters.
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Year Ended December 31, 2018

Total Revenues
Contract Related to
Jack-up Drilling Reimbursable
Floater Rigs Rigs @ Revenues Expenses Total

United States $ 628574 $ 8,413 $ 636,987 $ 7,436 $ 644,423
Brazil 170,839 — 170,839 (26) 170,813
United Kingdom 84,749 — 84,749 7,738 92,487
Australia 53,170 — 53,170 7,612 60,782
Malaysia 114,228 — 114,228 (210) 114,018
Other countries @ — — — 692 692
Total $1,051560 $ 8,413 $1,059973 $ 23,242 $1,083215

M Loss-of-hire insurance proceeds related toearly contract terminations for two jack-up rigs thatwere disposed of
in previous years.
@ Countries that individually comprise less than 5% of total revenues.

The followingtable presents the locations of our long-lived tangible assets by country as of December 31, 2020,
2019 and2018. Asubstantial portion of ourassets is comprised of rigs that aremobile, and therefore assetlocations
atthe end ofthe period are notnecessarily indicative of thegeographic distribution ofthe earnings generated by
such assets duringthe periods and may vary from periodto period due to therelocationof rigs. In circumstances
where ourdrilling rigs were in transit at theend ofa calendar year, they havebeenpresented in the tables below
within the country in which they were expectedto operate (in thousands).

December 31,

2020 @ 2019 2018 @
Drilling and other property and equipment, net:

United States $2,162488 $2,227934 $2,245989

International:
Australia 722,389 570,964 242,929
Spain 686,436 — —
United Kingdom 248,500 1,061585 1,083540
Myanmar 207,451 — —
Brazil 87,543 883,607 923,355
Singapore 5819 404,420 366,798
Malaysia 29 2,037 318,191
Other countries @ 2,154 2,281 3,420
1,960321 2,924894 2,938233
Total $4,122809 $5,152828 $5,184,222

@ During 2020 and 2018, we recorded aggregate impairment losses of $842.0 million and $27.2 million,
respectively, to write down certain of our drilling rigs and related equipment with indicators of im pairment to
their estimated recoverable amounts.

@ Countries with long-lived assets that individually comprise less than 5% of total drillingand other property and
equipment, netof accumulated depreciation.
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Major Customers

Our customer base includes major and independent oil and gas companies and government-owned oil
companies. Revenues from our major customers for the yearsended December 31, 2020, 2019 and 2018 that

contributed more than 10% of our total revenues are as follows:

Year Ended December 31,

Customer 2020 2019 2018

Petrdleo Brasileiro S.A. 21.2% 19.5% 15.8%
BP 20.6% 3.1% 10.5%
Occidental (formerly Anadarko) 20.1% 20.6% 33.8%
Hess Corporation 10.7% 28.9% 25.0%
Shell 10.1% 5.2% 1.0%

18. Subsequent Event

OnJanuary 22,2021, the Debtors entered into the PSA with certain holders ofthe Company’s Senior Notes
party thereto (collectively, the Consenting Noteholders), and certain holders of the RCF Claims under the
Company’s Revolving Credit Agreement (collectively, the Consenting RCF Lenders and, together with the
Consenting Noteholders, the Consenting Stakeholders). Concurrently, the Debtors entered into the Backstop
Agreement (asdefined in the PSA) with certain holders of Senior Notesand also entered into the Commitment
Letter (asdefined below) with certain holders of RCF Claims.

The PSA requires the Consenting Stakeholders to support the proposed financial restructuring (or the
Restructuring) of the Debtors consistent with the terms and conditions set forth in the Plan, the Backstop Agreement
and the commitment letter for the Exit Revolving Credit Facility, as defined below, (orthe Commitment Letter).
The Debtors have agreed to seek approval of the Plan and complete their restructuring efforts. The PSA also
provides fortermination by the parties uponthe occurrence of certain events.

The PSA and thePlan contemplate a comprehensivedeleveraging and restructuring of the Company’sbalance
sheet. The Company enteredinto the PSAwith holders of over 70%of each of the Senior Notes and the RCF
Claims, with bothgroups of stakeholders agreeing to provide exit financing. The key terms ofthe PSAandthePlan

include the following:

. Entrance intonew exit financing facilities upon the Debtors’ emergence consistingofthe following,
which is described further below under “— Exit Facilities™:

(@) a $300 million to $400 million aggregate principalamountfirst lien, first out exit revolving
credit facility, orthe Exit Revolving Credit Facility;

(b) a $100 million to $200 million aggregate principalamount first lien, lastout exit term loan
facility, orthe Exit Term Loan Facility;and

(c) $110million aggregateprincipalamountin first lien, last outexitnotes, or the Exit Notes
($75.0 million of which will be issued upon emergence and $35.0 million of which will be
available through a delayed draw mechanism, in each case, as more fully describedbelow in
“— Exit Facilities”), plus $9.9 million aggregate principalamount ofany additional Exit Notes
issued on account of the Commitment Premium (as definedin the Backstop Agreement), as
more fully described below in“— Exit Facilities”;

. Equitization of funded debtto theholders of the Senior Notes for theirpro ratashare of 70% of the
reorganized Company’s equity;
Payment in full of allother securedand priority claims;
Payment in full or reinstatementof all general unsecured claims (including trade creditors);

. Cancellation of all existingcommon equity interests; and
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. Adjustment, reinstatement or discharge of intercompany claims at the Debtor’s discretion in
consultationwith the Ad HocGroup (as defined in the Plan).

The Plan provides,among other things, that the following holders of claims receive the followingrecovery on
the emergence date (unless suchholderagrees to less favorable treatment):

. Holders of the RCF Claims will be refinanced by the Exit Revolving Credit Facility and the Exit Term
Loan Facility,and holders of RCF Claims will receive either:

(@) if such holderelectsto participate in the Exit Revolving Credit Facility, a combination of its
pro rata share of approximately $275 million to $280 million in cash (or the RCF Cash
Paydown), its pro rata share of upto $100 million of funded loans underthe Exit Revolving
Credit Facility, and, to theextent its claims are notsatisfied in full by such cash paymentand
funded loans under the Exit Revolving Credit Facility, a pro rata share of the funded loans
underthe Exit Term Loan Facility; or

(b) if such holder does not elect to participate in the Exit Revolving Credit Facility, a
combination of its pro rata share of the funded loans under the Exit Term Loan Facility and/or
cash to the extentthe RCF Cash Paydown has not been fully allocated to holders of RCF
Claimsthatelect to participate in the Exit Revolving Credit Facility. The exactamount ofthe
RCF Cash Paydown is subject tofinalizing the amount of post-petition interestdueto holders
of RCF Claims onthe emergence date;

. Holders of Senior Notes will receive their pro rata share of 70% ofthe reorganized Company’s equity,
subject todilutionby the MIP Equity Shares and the New Warrants (eachas definedin the Plan). The
remaining 30% ofthe reorganized Company’s newly issued equity will be issued to holdersof Senior
Notes purchasingorcommitting to purchase, as applicable, the Exit Notes pursuant to (a) certain
private placements (or the Private Placements), set forth in the Backstop Agreementand (b) two fully
backstopped rights offerings (or the Rights Offerings), subjectto dilutionby the MIP Equity Shares
and the New Warrants;

. Holders of general unsecured claims will be paid in full in the ordinary course of business, have their
claimsreinstated, or otherwise be unimpaired pursuant to theterms of the Plan;

. The Company’s existing common equity will be cancelled and will be of no further force or effect;

. Holders of the Company’s existing common equity will receive their pro rata share of the New
Warrants, which, in the aggregate, are exercisable into 7% of the reorganized Company’s common
equity, subject to dilutionby the MIP Equity Shares. The New Warrants willhave an exercise period
of five yearsand will include ride-through protection forthe duration of their term in the event of
a stock-for-stock merger involving thereorganized Company;

. Eligible holders of the Senior Notes thatparticipatein the Rights Offerings with respect to the Exit
Notes will also receive, in consideration for its participation in the Rights Offerings, its pro rata share
of 18.75% of the reorganized Company’s newly issued common equity, subject to dilution by the New
Warrantsandthe MIP Equity Shares;

. Each eligible Consenting Noteholder that is party to the Backstop Agreement, orthe Primary Private
Placement Investors, that participates in the Private Placements with respect to the Exit Notes will also
receive, in consideration for its participation in the Private Placements, its pro rata share 0f11.25% of
the reorganized Company’s newly issued common equity, subjectto dilutionby the New Warrants and
the MIP Equity Shares.

The PSA contains certain covenants onthe part of the Debtors and the Consenting Stakeholders, including that
the Consenting Stakeholders shall, among other things, supportand take all commercially reasonable actions that are
necessary and appropriate to facilitate the confirmation ofthe Planand consummation ofthe Debtors’ restructuring
in accordancewith the PSA. The PSA further provides that the Consenting Stakeholders shall have the right, but not
the obligation, to terminate the PSA upontheoccurrence of certain events, including the failure of the Debtors to
achievecertainmilestones.

97



The Company is subjectto numerous conditions precedent to its emergence from Chapter 11 protection. Such
conditions include the completion of restructuring steps described in the PSAandthePlan, the completion of the
Exit Revolving Credit Facility andthe Exit Term Loan Facility, and theissuance of Exit Notes pursuant to the
Rights Offerings Procedures and the Backstop Agreement, among other governmental and court-ordered
administrative conditions.

ExitFacilities

As noted above, the PSA contemplates thatthe reorganized Company will enter into the Exit Revolving Credit
Facility, the Exit Term Loan Facility and the Exit Notes uponemergence.

The Exit Revolving Credit Facility will be fully committed, with up to $100 million drawn as of theemergence
date. The Exit Revolving Credit Facility will mature in 2026. Interest onthe Exit Revolving Credit Facility will

accrueat LIBOR +425bpsandis payable in cash.

In connection with the Exit Revolving Credit Facility, the Debtors have securedcommitments from certain
holders of RCF Claims pursuant to the Commitment Letter thatensures at least $300 million in aggregate principal
amount of the Exit Revolving Credit Facility is fully committed to upon the Debtors’ emergence fromthe Chapter
11 Casesin accordance with the PSAandthePlan. As considerationforentering into the Commitment Letter and
providing such commitments, the Debtors will pay to the CommitmentParties (as defined in the Commitment
Letter) a commitment fee of approximately $3.5 million payable in kind in the form of additional drawn
commitments under the Exit Revolving Credit Facility, which shallincrease boththeamount of drawn and total

commitments thereunder, in exchange for providing such new money commitments.

The Exit Term Loan Facility willmature in 2027. At the reorganized Company’s option, interest on the Exit
Term Loan Facility will accrue at a cash payrate of LIBOR +600 bps, a paymentin kind, or PIK, rate of LIBOR +
1000 bps, ora 50/50 combined cashand PIK rate of LIBOR +800 bps. The Exit Term Loan Facility will rank pari
passu with the Exit Notes.

As of the emergence date, $75.0 million of the Exit Notes will be issued and outstanding excluding the $9.9
million of Exit Notes to be issued on account of the Commitment Premium (as defined in the Backstop Agreement),
while $35.0 million of the Exit Notes will remain fully committed butundrawnas ofthe emergence date andwill be
available througha delayed draw mechanism pursuantto theterms of the Exit Notes (or the Delayed Draw EXit
Notes). The reorganized Company will pay a ticking fee of 3% perannum on theaggregate principalamount of any
undrawn Delayed Draw Exit Notes, which shall be payable in cashsemi-annually in arrears commencing on the date
that is six months from the Debtors’ emergence from the Chapter 1 1 Cases untilthe earliest of (i) the date of the
issuanceof the Delayed Draw Exit Notes, (ii) the date that is 24 months prior to the scheduled maturity of the Exit
Notes and (iii) the date that the Delayed Draw Subscription Agreement (as defined in the Backstop Agreement) is
terminated in accordance with its terms.

The Exit Notes will mature in 2027. At the reorganized Company’s option, interest on the Exit Notes will
accrueata cashpayrate 0f9.0%, a PIKrate of 13.0%, ora 50/50combined cash and PIK rate of 11.0%. The
Company may redeem the Exit Notes, in whole orin part, atitsoption atanytimeonatleast15 daysbut not more
than 60days priorwritten notice at theapplicable redemption prices set forth in the relevant indenture, subject to the
limitations onthe Company’s ability to exercise such redemption contained in the Exit Revolving Credit Facility
and the Exit Term Loan Facility.

Backstop Commitments and Rights Offering

In connection with the Exit Notes, the Debtors have secured commitments from certainholders of the Senior
Notes pursuantto the Backstop Agreement that ensures the Exit Notes are fully funded orcommitted to upon the
Debtors’ emergence from the Chapter 11 Cases pursuant to (a) the Private Placements set forth in the Backstop
Agreement for Exit Notes in anaggregate principalamountof $41,250,000 and (b) the Rights Offerings pursuant to
which eligible holders of Senior Notes will receive subscription rights to purchase or commit to purchase
$68,750,000 of the Exit Notes in accordance with and pursuant to the Plan, subject to the terms and conditions of the
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Rights Offering Procedures (as defined in the PSA). Any Exit Notes notsubscribedto by the eligible holders of
Senior Notes in the Rights Offerings will be funded or committed to upon the Debtor’s emergence from the Chapter
11 Cases by the Commitment Parties (as definedin the Backstop Agreement). As consideration forenteringinto the
Backstop Agreementand providing the commitments in the Private Placements and Rights Offerings, the Debtors
will pay to the Financing Parties (as defined in the Backstop Agreement) a commitmentpremium equalto 9.0% of
the aggregate amount of commitments provided by the respective Backstop Parties (as defined in the Backstop
Agreement) under the Backstop Agreement, payable in kind in the form of additional Exit Notes. Eligible holders of
Senior Notesthat elect tojoin the Backstop Agreement are eligible to participatein the Private Placements, but will
not receive a pro rata portion of the Commitment Premium.

The Plan, the Rights Offering Procedures, the Backstop Agreement, and the Commitment Letter remainsubject
to approval by the Bankruptcy Court. Accordingly, no assurance can begiven thatthe Restructuring described in
the PSAand the Planwill be consummated.

Pressure Control by the Hour Contracts

The Debtors will make a determination on whether to assume or rejectthe PCbtH Contracts (asdefined in the
Plan) followingthe conclusionofthe PCbtH Litigation (as defined in the Plan), unless theapplicable parties are able
to reach a consensual resolution priorto the conclusion of the litigation.

Disclosure Statement

On January 22, 2021, the Debtors filed the Plan and a related disclosure statement (or the Disclosure
Statement), with the Bankruptcy Court. On January 23,2021, the Debtorsalso filed a motionseeking Bankruptcy
Court approval of the Debtors’ Disclosure Statement prepared in connection with soliciting votes to accept thePlan
and a separate motion seekingauthority to enterinto the Backstop Agreementand the Commitment Letter and
approval of the procedures to conductthe Rights Offerings. Ahearingon suchmotionsisscheduled for February
26,2021 at9:30a.m. (Central Time) before the Bankruptcy Court.

The foregoing descriptions of the PSA, the Backstop Agreement, and the Commitment Letter do notpurport to
be complete andarequalified in theirentirety by referenceto the PSA, including the Backstop Agreement, the
Commitment Letterandthe other exhibits thereto, a copy of whichis filed as Exhibit 10.23 tothis report.

Item 9. Changes in and Disagreements with Accountants on Accountingand Financial Disclosure.
Not applicable.

Item 9A. Controlsand Procedures
Disclosure Controls and Procedures

We maintain a system of disclosure controls and procedures that are designed to ensure information required to
be disclosed by us in reports that we file or submit under the federal securities laws, including this report, is
recorded, processed, summarized and reported ona timely basis. Thesedisclosure controls and procedures include
controls and procedures designed to ensure that information required to be disclosed by us under the federal
securities laws is accumulated and communicated to our management ona timely basisto allow decisionsregarding
required disclosure.
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Our Chief Executive Officer, or CEO, and Chief Financial Officer, or CFO, participated in an evaluationby our
management of the effectiveness of our disclosurecontrolsand procedures (a s defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) as of December 31,2020. Based on their participationin thatevaluation,our CEO and CFO
concludedthatourdisclosure controls and procedures were effective as of December 31, 2020.

Internal Control Over Financial Reporting
Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingand maintainingadequate internal control over financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for Diamond Offshore Drilling, Inc. Our
internal control system was designed to provide reasonable assuranceto our managementand Board of Directors
regardingthe preparationand fair presentation of published financial statements.

There are inherent limitations to the effectiveness ofany control system, however well designed, including the
possibility of humanerror or mistakes, faulty judgments in decision-makingand the possible circumvention or
overriding of controls. Further, the design of a control system mustreflect the fact that there are resource constraints,
and the benefits of controls must be considered relativeto their costs. Management must make judgments with
respect to the relative cost and expected benefits of any specific controlmeasure. The design of a control system
also is basedin part upon assumptions and judgments made by management about the likelihood of future events,
and there can be noassurance that a control will be effectiveunderall potential future conditions. Asa result, even
an effective system of internal controls can provide no more than reasonable assurance with respect to the fair
presentation of financial statementsand the processes under which they were prepared. Because of its inherent
limitations, internal control over financial reporting may notprevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies and procedures may deteriorate.

Our management assessed the effectiveness of our internal control over financial reportingas of December 31,
2020. In making this assessment, our managementusedthe criteriaset forth by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) in Internal Control — Integrated Framework (2013). Based on
this assessment our management believes that, as of December 31,2020, our internal control over financial reporting
was effective.

There were no changes in our internal control over financial reporting identified in connection with the

foregoingevaluation that occurred during our fourth fiscal quarter of 2020that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information.
Not applicable.
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PART I
Item 10. Directors, Executive Officersand Corporate Governance.

Information about our executive officers is reported under the caption“ I nformation About Our Executive
Officers” in Item 1 of Part | ofthisreport.

Additional information required by this item will be provided in our proxy statement for our 2021 Annual

Meeting of Stockholders or in an amendmentto this Annual Report on Form 10-K/Ato befiled no laterthan April
30,2021.

Item 11. Executive Compensation.

Information required by this item will be provided in our proxy statement for our 2021 Annual Meeting of
Stockholders orin an amendmentto this Annual Report on Form 10-K/Ato be filed no later than April 30, 2021.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

Information required by this item willbe provided in our proxy statement for our 2021 Annual Meeting of
Stockholders orin an amendmentto this Annual Report on Form 10-K/Ato be filed no later than April 30,2021.

Item 13. Certain Relationships and Related T ransactions, and Director Independence.

Information required by this item will be provided in our proxy statement for our 2021 Annual Meeting of
Stockholders orin an amendmentto this Annual Report on Form 10-K/Ato be filed no later than April 30, 2021.

Item 14. Principal Accounting Feesand Services.

Information required by this item will be provided in our proxy statement for our 2021 Annual Meeting of
Stockholders orin an amendmentto this Annual Report on Form 10-K/Ato be filed no later than April 30, 2021.
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PART IV

Item 15. Exhibits and Financial Statement Schedules.

(@) IndextoFinancial Statements and Financial Statement Schedules

(1) Financial Statements Page
Report of Independent Registered Public ACCOUNTING FIIM ...vovveeveeeiieeeeeeee et s 53
ConSOldALEA BAIANCE SHEELS......c.eecveeeeieceecee ettt e ettt et s bt st e s besbs s b e sbesbsssbesbesbestestestestesteseestestea 57
Consolidated StatemMENtS OF OPEIATIONS. ......cciiiiiie i ittt se st ere e e s e ste st et e st e sbe st e et et et et estese st esesseesaestesbesrestesteas 58
Consolidated Statements of Comprenensive INCOME OF LOSS.....cccciveiireiieiseeesesresesre s e st s sre e s e srssressreens 59
Consolidated Statements Of StOCKNOMETS” FQUILY ..vvvvvviriieriieeireestisresreeseesresssesseessesssesseessessreessessesreessessseseessesns 60
Consolidated Statements Of CaSH FIOWS..........vciivciiiiiicies sttt sttt sttt st sttt st 61
Notes t0 Consolidated FINANCIAL STALEMIENTS. ......coeereeeerieeereee et st ee st et st sre st st et st s eesess et essesseseessessessessesresresns 62
(b) Exhibits
Exhibit No. Description
3.1 Amended and Restated Certificate of Incorporation of Diamond Offshore Drilling, Inc. (incorporated by

3.2

41

4.2

43

4.4

10.1+

10.2+

10.3+

reference to Exhibit 3.1 to our Quarterly Report on Form 10-Q forthe quarterly periodended June 30,
2003).

Amended and Restated By-laws (as amended through July 23, 2018) of Diamond Offshore Drilling, Inc.
(incorporated by reference to Exhibit 3.1 to our CurrentReporton Form 8-K filed July 24,2018).

Indenture, dated as of February 4,1997, between Diamond Offshore Drilling, Inc.and The Bank of New
York Mellon Trust Company, N.A. (successorto The Bank of New York Mellon which was previously
known as The Bank of New York) (as successor to The Chase Manhattan Bank), as Trustee
(incorporated by reference to Exhibit 4.1 to our Annual Report on Form 10-Kforthe fiscalyear ended
December31,2001).

Seventh Supplemental Indenture, dated as of October 8, 2009, between Diamond Offshore Dirilling, Inc.
and The Bank of New York Mellon Trust Company, N.A. (successor to The Bank of New York
Mellon), as Trustee (incorporated by referenceto Exhibit 4.2 to our Current Report on Form 8 -K filed
October8,2009).

Eighth Supplemental Indenture, dated as of November5, 2013, between Diamond Offshore Drilling,
Inc.and The Bank of New York Mellon Trust Company, N.A. (successorto The Bank of New York
Mellon), as Trustee (incorporated by referenceto Exhibit 4.2 to our Current Report on Form 8 -K filed
November5,2013).

Ninth Supplemental Indenture, dated as of August15,2017, between Diamond Offshore Drilling, Inc.
and The Bank of New York Mellon Trust Company, N.A.,as Trustee (incorporated by reference to
Exhibit 4.2 to our Current Report on Form 8-K filed August16,2017).

Amended and Restated Diamond Offshore Management Company Supplemental Executive Retire ment
Plan effectiveas of January 1, 2007 (incorporated by reference to Exhibit 10.4to our Annual Report on
Form 10-Kforthe fiscal yearended December 31, 2006).

Diamond Offshore Management Bonus Program, as amended and restated, anddatedas of December
31,1997 (incorporated by reference to Exhibit 10.6 to our Annual Report on Form10-K for the fiscal
yearended December31,1997).

Diamond Offshore Drilling, Inc. Equity Incentive Compensation Plan(incorporated by reference to
Exhibit B attached to our definitive proxy statementon Schedule 14Afiled April1,2014).
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https://www.sec.gov/Archives/edgar/data/0000949039/000119312517258739/d415495dex42.htm
https://www.sec.gov/Archives/edgar/data/949039/000095013407003960/h43845exv10w4.htm
https://www.sec.gov/Archives/edgar/data/949039/000095013407003960/h43845exv10w4.htm
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https://www.sec.gov/Archives/edgar/data/949039/0000950129-98-001127.txt
https://www.sec.gov/Archives/edgar/data/949039/0000950129-98-001127.txt
https://www.sec.gov/Archives/edgar/data/949039/0000950129-98-001127.txt
https://www.sec.gov/Archives/edgar/data/949039/000119312514126103/d667039ddef14a.htm
https://www.sec.gov/Archives/edgar/data/949039/000119312514126103/d667039ddef14a.htm

Exhibit No.

10.4+

10.5+

10.6+

10.7+

10.8+

10.9+

10.10+

10.11+

10.12+

10.13+

10.14+

10.15+

10.16

10.17+

Description
Form of Stock Option Certificate for grants to executive officers, other employees and consultants

pursuantto the Equity Incentive Compensation Plan (incorporated by reference to Exhibit 10.1 to our
Current Reporton Form 8-K filed October 1, 2004).

Form of Stock Option Certificate for grants to non-employee directors pursuant to the Equity Incentive
Compensation Plan (incorporated by referenceto Exhibit 10.2to our Current Report on Form 8-K filed
October1,2004).

Form of Award Certificate for stock appreciation right grants to the Company’s executive officers, other
employees and consultants pursuantto the Equity I ncentive Compensation Plan (incorporated by
reference to Exhibit 10.1to our Current Reporton Form 8-K filed April 28,2006).

Form of Award Certificate for stock appreciation right grants to non-employee directors pursuant to the
Equity Incentive Compensation Plan (incorporated by referenceto Exhibit 10.1to our Quarterly Report
on Form 10-Qforthe gquarterly periodended March 31, 2007).

Form of Award Certificate for grants of Performance Restricted Stock Units under the Equity Incentive
CompensationPlan (incorporated by referenceto Exhibit 10.5to our Quarterly Report Form 10-Q for
the quarterly period ended March31,2014).

Specimen Agreement for grants of restricted stock units to officers under the Equity Incentive
CompensationPlan (incorporated by referenceto Exhibit 10.1to our Current Report on Form 8 -K filed
March 30,2015).

Specimen Agreement for grants of restricted stock units tothe Chief Executive Officer under the Equity
Incentive Compensation Plan (incorporated by reference to Exhibit 10.2 to our Current ReportonForm
8-K filed March 30,2015).

Specimenagreement for grants of restricted stock units to executive officers under the Equity Incentive
CompensationPlan (incorporated by referenceto Exhibit 10.4to our Current Report on Form 8-K filed

March 14,2018).

Specimenagreement for grants of restricted stock units to the Chief Executive Officer under the Equity
Incentive Compensation Plan (incorporated by reference to Exhibit 10.5 to our Current ReportonForm
8-K filed March14,2018).

The Diamond Offshore Drilling, Inc. Incentive Compensation Plan (Amended and Restated as of
January 1,2018, asamended June 28, 2018) (incorporated by referenceto Exhibit 10.1to our Quarterly
Report Form 10-Q fortheguarterly period ended June 30, 2018).

Specimenagreement for cash incentive awards to executive officers under the Incentive Compensation
Plan (incorporated by reference to Exhibit 10.2 to our Current Reporton Form 8 -K filed March 14,

2018).

Specimenagreement for performance cash incentive awards to the Chief Executive Officer under the
Incentive Compensation Plan (incorporated by reference to Exhibit 10.3 to our Current ReportonForm
8-K filed March14,2018).

5-Year Revolving Credit Agreement, dated as of October 2, 2018, among Diamond Offshore Drilling.
Inc., as the U.S. borrower, Diamond Foreign Asset Company., as the foreign borrower, Wells Fargo
Bank, National Association, as administrativeagentand swingline lender, the issuing banks named
therein andthelenders namedtherein (incorporated by reference to Exhibit 10.1to our Current Report
on Form 8-K filed October4,2018).

Specimen Cash Incentive Award Agreement for executive officers under the Diamond Offshore
Drilling, Inc. Incentive Compensation Plan (Amended and Restated as of January 1,2018,as amended
onJune 28,2018) (incorporated by referenceto Exhibit 10.1to our CurrentReporton Form 8 -K filed

March 20,2019).
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Exhibit No.
10.18+

10.19+

10.20+

10.21+

10.22+

10.23

21.1*
23.1*
24.1
31.1*
31.2*
32.1*
101.INS*

Description
Specimen Cash Incentive Award Agreement for the Chief Executive Officer under the Diamond

Offshore Drilling, Inc. Incentive Compensation Plan (Amended and Restatedas of January1, 2018, as
amendedon June 28,2018) (incorporated by reference to Exhibit 10.2to our CurrentReporton Form 8 -
K filed March 20,2019).

Specimen Restricted Stock Unit Award Agreement for executive officers under the Diamond Offshore
Drilling, Inc. Equity Incentive Compensation Plan (incorporated by reference to Exhibit 10.3to our
Current Reporton Form 8-K filed March 20, 2019).

Specimen Restricted Stock Unit Award Agreement for the Chief Executive Officer underthe Diamond
Offshore Drilling, Inc. Equity Incentive Compensation Plan (incorporated by reference to Exhibit 10.4
to our Current Report on Form 8-K filed March20,2019).

Employment Agreement, dated as of March 20, 2020, between Diamond Offshore Drilling, Inc. and
Marc Edwards (incorporated by reference to Exhibit 10.1 to our Current Report on Form 8 -K filed

March 23,2020).

Diamond Offshore Drilling, Inc. 2020 Key Employee Incentive Plan, effective as of April21,2020,.and
amendedandrestatedas ofJune 23,2020 (incorporated by reference to Exhibit 10.1 to our Current
Reporton Form 8-Kfiled June 26,2020).

Plan Support Agreement, datedas of January 22,2021, by andamongthe Debtorsandthe Consenting
Stakeholders (incorporated by reference to Exhibit 10.1 to our Current Report on Form 8 -K filed
January 25,2021).

List of Subsidiaries of Diamond Offshore Drilling, Inc.
Consentof Deloitte & Touche LLP.

Power of Attorney (set forth on the signature page hereof).

Rule 13a-14(a) Certification of the Chief Executive Officer.

Rule 13a-14(a) Certification of the Chief Financial Officer.

Section 1350 Certification of the Chief Executive Officer and Chief Financial Officer.

XBRL Instance Document - the instance document does not appear in the Interactive Data File because
its XBRL tags are embedded within the Inline XBRL document.

101.SCH* Inline XBRL Taxonomy Extension Schema Document.
101.CAL*Inline XBRL Taxonomy Calculation Linkbase Document.
101.LAB*Inline XBRL Taxonomy Label Linkbase Document.
101.PRE* Inline XBRL Presentation Linkbase Document.
101.DEF* Inline XBRL Definition Linkbase Document.

104*

The coverpage of our Annual Report onForm 10-K forthefiscal year ended December 31, 2020,
formatted in Inline XBRL (included with the Exhibit 101 attachments).

* Filed or furnished herewith.

+  Managementcontracts or compensatory plans or arrangements.

Item 16. Form 10-K Summary.

None.
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SIGNATURES

Pursuant to the requirementsof Section 13 0r 15(d) of the Securities Exchange Act of 1934, the registrant has
duly causedthis report tobe signed on its behalf by the undersigned, thereunto duly authorized, on February 10,
2021.

DIAMOND OFFSHORE DRILLING, INC.

By:/s/ SCOTT KORNBLAU
Scott Kornblau
Chief Financial Officer

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints Scott Kornblauand David L. Roland and
each of them, ashisorhertrue and lawful attorneys-in-factandagents, with full power of substitution and re-
substitution, forhim orherand in his orhername, place and stead, in any andallcapacities, to sign any and all
documents relatingto this Annual Report on Form 10-K, includingany and all amendments and supplements
thereto, andto file the same with allexhibits theretoand other documents in connection therewith with the Securities
and Exchange Commission, granting untosaid attorneys-in-factandagentsfull power and authority to do and
performeachand everyactandthing requisite and necessary to be done, as fully asto allintentsand purposesas he
or she might or could do in person, hereby ratifyingand confirmingall that said attorneys-in-fact andagents or their
or hisor hersubstitute or substitutes may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirementsof the Securities Exchange Act of 1934, thisreporthas beensigned below by the
following persons on behalf of the registrantand in the capacitiesand on the dates indicated.

Signature Title Date
/sl MARC EDWARDS Chairmanof theBoard, President and February 10,2021
Marc Edwards Chief Executive Officer (Principal
Executive Officer)
/s/ SCOTT KORNBLAU Senior Vice Presidentand February 10,2021
Scott Kornblau Chief Financial Officer
(Principal Financial Officer)
/s DOMINIC A. SAVARINO Vice President and Chief Accounting & February 10,2021
Dominic A. Savarino Tax Officer
(Principal Accounting Officer)
/sl ANATOL FEYGIN Director February 10,2021
Anatol Feygin
/s/ PAUL G. GAFFNEY II Director February 10,2021
Paul G. Gaffney 11
/s/ ALAN H.HOWARD Director February 10,2021
Alan H.Howard
/s PETER MCTEAGUE Director February 10,2021
Peter McTeague
/s KENNETH I. SIEGEL Director February 10,2021
Kennethl. Siegel
/s JAMESS. TISCH Director February 10,2021

JamesS. Tisch
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